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House Bill 43
Analysis of Fiscal Implications to the Retirement Fund
Prepared by Division of Retirement & Benefits
Department of Administration
February 23, 1989

Analysis: Based upon a preliminary study of the State and
several political subdivisions, we have assumed that each
future Public Employees™ Retirement System (PERS) retiree
would be given credit for 500 hours of sick leave upon
passage of this bill. This estimate 1is an average,
recognizing that some employees accrue personal leave and
some accrue sick leave.

To fund this bill, the State PERS contribution rate would
increase by .21%. The State payroll is estimated to be
$463,907,093 in FY90 and remain stable each year thereafter.
The University of Alaska (U of A) PERS payroll is estimated
to be $57,301,615 in FY90 and remain stable -each year
thereafter.

The State cost of $1,094.5 is calculated as follows:

Estimated FY90 state PERS salaries $463,907,093
times increase in contribution rate .21%
$ 974.2
Plus estimated U of A PERS salaries $57,301,615
times increase in contribution rate .21%
120.3
TOTAL FY90 STATE COSTS... $1,094.5
In addition to the State®"s cost"s above, political
subdivision costs would increase by S744.5 in FY90 based on
estimated salaries of $ 354,521,366. The political

subdivision salaries are estimated to remain constant each
year thereafter.

Estimated FY90 Political Subdivision
PERS salaries $354,521,366
times increase in contribution rate .21%

TOTAL FY90 POLITICAL SUBDIVISION COSTS...$ 744.5

Passage of this bill would result in a .4% decrease in the
PERS funding ratio and would increase the present value of
the PERS unfunded liability by $ 9,165,000.

page 2 of 2



Introduced: 1/9/89
Referred: State Affairs
and Finance

IN THE HOUSE BY KOPONEN
HOUSE BILL NO. 43
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act allowing retirement credit for the unused
sick leave of an employee participating in the public
employees' retirement system."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.35 is amended by adding a new section to read:

Sec. 39.35.375. CREDIT FOR UNUSED SICK LEAVE. (a) An employee
who is employed on or after July 1, 1988, and who retires after
July 1, 1989, may elect to add unused sick leave credit to the total
number of years of credited service under AS 39.35.370(c). Unused
sick leave shall be credited on a day-for-day basis. Employee contri-
butions may not be required for credited unused sick leave.

(b) An employee retiring before July 1, 1989, who returns to
membership service with an employer on or after July 1, 1989, and who
subsequently retires is eligible for unused sick leave credit only
with respect to sick leave accrued during membership service on or
after July 1, 1989.

(c) Unused sick leave may be added to credited service under
this section as of the first day of the month after which

(1) the employee meets the eligibility requirements of this
section;

(2) the employee is terminated from covered employment; and

(3) the employee's written election regarding unused sick
leave is received and verified by the administrator.

-1- HB 43
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Alaska State Legislature
Representative Nijlo Koponen

Paueh V House District 21 119 N. Cushman, Suite 207
Junw%ﬁ@l Fairbankz, n/]jgska 9t§701
(907) 456-8172

SPONSOR STATEMENT ON HB 43

According to the 1988 State Employee Benefits Survey done by
Workplace Economics, Inc., 8% of all states pay employees
upon’retirement in some form or another, for their unused sick
leave. Alaska is not among them.

By statute (AS 14.25.115), teachers in Alaska "may elect to
apply unused sick leave credit in computing the total number
of years of credited service under AS 14.25.110(d)."  This
legislation would extend that same provision to all members of
the Public Employees Retirement system.

The purpose is such a provision is to provide a positive
incentive for the judicious use of sick leave. Such an
Incentive encourages employees to accumulate sick leave in an
amount ubjctl Might be needed should an employee suffer a

serious St&ness.



NEA-ALASKA

AFILIATEDWITH THE NATIONAL EDUCATION ASSOCIATION

ANCHORAGE REGIONAL OFFICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
1411 W. 33RD AVENUE 105 MUNICIPAL WAY, SUITE 302 2118 CUSHMAN STREET
ANCHORAGE, ALASKA 99503 JUNEAU, ALASKA 99801 FAIRBANKS, ALASKA 99701
(907) 274-0536 (907) 586-3090 (907) 456-4435

March 13, 1989

To: Rep. Ron Larson & Rep. Lyman Hoffman, Co-Chairs
Members, House Finance Committee
Re: House Bill No. 43; "An Act allowing retirement

credit for the unused sick leave of an employee
participating in the public employees”
retirement system."

NEA-Alaska supports and encourages your favorable
consideration of HB 43.

School district employees who participate in the PERS should
be treated in a manner similar to the school district
employees who participate in the TRS.

Clearly, an employer benefits when employees do not need <co
utilize the sick leave to which they are entitled.

Making unused sick leave available as credited service in
the retirement system is an appropriate acknowledgement of
the worth of this service to both the employer and
employee. Also, by including it as part of +the benefit

structure of the retirement system it is included in the
actuarial basis for funding the system.

Thank you for your consideration of our position.

Respectfully submitted,

Bob Manners
Executive Secretary



Alaska Public
Employees Association

State Headquarters: 340 N. Franklin, Juneau, AK 99801 (907) 5882334

February 27, 1985

Senator Paul Fischer

Pouch V
Juneau, AK 99811

Re: Retirement Credit for Unused Sick Leave
Dear Senator Fischer:

Attached is a copy of the Attorney General's formal opinion which
excludes retirement benefits from the collective bargamm?_
process. The opinion clearly states that retirement benefits are
not included within the "terms and conditions of employment”
Bubject to negotiations under the Public Employment Rélations Act
(AS°23.40.070 “et seq.).

Whereas changes to the retirement system cannot be negotiated,
legislative action is required to provide service credit for
unused sick leave. A similar provision is included in the
Teachers' Retirement System (AS 14.25.115.). _ This amendment would
benefit those public employees who have consistently placed their
professional responsibilités above their personal comfort. As
with the Teachers' Retirement System, this amendment to PERS would
Increase productivity and reducé absenteeism.

From time to time it has heen suggested that annual leave and sick
leave be combined in favor of personal leave which could be "cashed
in" upon termination, Such a change would, however, be much more
expensive than granting retirement credit for unused sick leave.

This legislation is of great concern to APEA members. Your
support is daaply appreciated.

Yours sincerely,

Cherie Shelley
Executive Director

CS/kb
Enclosures

Fairbanks Flak! Olllca Anchoroga Raid Olllca Junaau Raid Olllca
825-0 Collaga Road 833 Qambali Straal, Sulla A 227 4th Straat

Fairbanks. AK 99701 Anrharen.- AK Oovh



OPINION NO. 3
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OFFICE OF W E ATTORNEY CENERAL ! POUCH K - STATE CAPITOL
JUNEAU 9SSIT

January 23, 1978

The Honorable B. PB. Allen
Commissioner

Department of Administration
Pouch C

Juneau, Alaska 99811

Re: Health % Retirement-Bargainability;
our file J-66-444-78

Dear. Commissioner Allen:

You requested an opinion whether the Public Employ—
ment Relations Act (PERA), AS 23.40.070-23.40.260, supersede.";
the group life and health insurance statute, AS 39.30.090,
and the statutes establishing the Public Employees Retirement
System (PERS), AS 39.35. Restated, the question 1is whether
group life and health insurance benefits and retirement

benefits subject to collective bargaining.

AS 23.40.070(2) provides that the policy underl ing
PERA is to be effectuated by "requiring public employers i*
negotiate with and enter into written agreements with emp! vyee
organizations on matters of wages, hours, and other terms
and conditions of employment.” AS 23.40.250(7) provides
that ""terms and conditions of employmentl means the hours
of employment, the compensation and fringe benefits, and the
employer®s personnel policies affecting the working conditions

of the employees; but does not mean the general policies

describing the function and purposes of a public employer.”



January 23, 1978
Page 2

i These provisions, standing alone, clearly would
make both group life and health insurance benefits and
retirement benefits subject to collective bargaining since
they both are "fringe benefits."” This also fitd the analytic
distinction between matters subject to collective bargaining
and those not subject to bargaining adopted by the Alaska
Supreme Court in Kenai Peninsula Borough School Dist. v.
Kenai Peninsula Education Ass"n., Ho. 1537 (Alaska, December
9, 1977). In that case, the Alaska Supreme Court stated
that, in the absence of specific legislation on the subject,
"a matter 1is more susceptible to bargaining the more it
deals with the economic interests of employees and the les
it concerns”™ questions of fundamental policy. It" express!,
held that life insurance, health insurance and liability
insurance are negogiable aﬁsent statutory restrictions.

AS 39.30.090, the group 1insurance statute, provides
in part that "[t]he Department of Administration may obtain
a policy or policies of group insurance covering state
employees and employees of other participating governmental
units subject to””certain conditions not relevant to this
inquiry. Because health insurance deals with the economic
interests of employees and does not deal with fundamental
policy, because AS 39.30.090 authorizes the Department of

Administration to obtain "a policy or policies,”™ and because

AS 39.30.090 does not specify what levels of coverage or



The Honorable B. B. Allen
January 23, 1978
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benefits must be included in the policy (or policies) obtained,
we believe the issue of group life and health insurance
benefits is negotiable under PERA. To the extent the cost

of this negotiated coverage exceeds what the State would

have paid under, its employer-sponsored plan, the negotiated
coverage 1is subject to legislative approval under AS 23.40.215.

The negotiability of retirement benefits 1is more
complex. At the outset, it appears clear that retirement
benefits afforded under PERS ar.". not negotiable. Inclusion
in PERS is a condition of employment for state employees,
and contributions to it are mandatory. AS 39.35.120(b); AS
39.35.170. Given these statutory provisions, we believe the
legislature intended the statutory provisions of PERS to
apply to all, state employees, and benefits under PERS may
not be negotiated Hnder PERA.

Under the Kenail Peninsula Borough School Dist.
analysis, changes 1in public employee retirement benefits
involve questions of fundamental public policy. One commentator
has stated these questions to be n[t]he legislative objectives

which underlie retirement plans; the relationship of these

objectives to the employee®s legitimate expectancies 1in the
employment relationship; the public interest in the maintenance
and financial integrity of such plans; the problems of

equitable allocation of cost between the employees and their

governmental employers (taxpayers); the continuing demands



The Honorable B. B. Allen
January 23, 1973
Page 4

for liberalization of benefits and qualifying conditions avid
the result and necessity to re-evaluate the standards by
which benefits are measured; the need to maintain a reasonable
measure of solvency; the justification, or lack thereof, of
a reserved legislative power to deal with these problgms;
[and] the scope of that power.™ Cohn, Public Employee
Retirement Plans--the Nature of the Employees * Rights, 1S63
U. of 111. Law Forum, 32, 46. The public policy implicat .ons
of changes 1in retirement benefits for public employees ir.
Alaska take on added significance when one considers Arti e
X1l, Section 7 of the Alaska Constitution, which provides

Membership in employee retirement systems

of the State or its political subdivisions

shall constitute a contractual relation—

ship. Accrued benefits of these systems

shall not be diminished or impaired.
While we cannot bq certarn, we believe that the Alaska

Supreme Court would conclude, as we have, that retirement

benefits are not negotiable under PERA.

In conclusion, we recommend that the legislature
be requested to clarify the "terms and conditions of employ-
ment" which may be negotiated under PERA. As the Alaska
Supreme Court stated, "[i]t would be helpful if the legis I-
ture, through future enactments, provided more specific
guidance on a number of the items which the unions seek t.
negotiate." Kenai Peninsula Borough School Hist., at 19,

From both policy and administrative viewpoints, we believe



The Honorable B. B. Allen
January 23, 197S
Page 5

that a single, unified system of group life and health
insurance benefits and retirement benefits for public employ
ees is desirable. However, absent legislation to this
effect, we believe the area of group life and health insur—
ance benefits is a legitimate item for collective bargaining
under PERA.
We hope this answers your questions.
Sincerely,

AVREII"I M. GROSS
ATTORNEY GENERAL

4 k

ﬁy:
G. Thomas Koester
Assistant Attorney General
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a: SICK LEAVE POLICIES

Moat states aurvaysd (forty-four) reported that state £
employaaa accrua a fixed number of aick laava daya in a yaar. n
Anong these states) tha number-nf daya earned,pair.yaur awaaaya 43
daya. Sick laava accrual rangaa from a low of 6 daya in Indiana to $
21 daya in Hawaii. Tha stataa of Naw York and Ohio raport a ranga
for aick laava accrual baaed on tha tarms of varioua aaparata \«
bargaining agraamanta. In Louisiana, Miaaiasippi, Hebraska and
Ve;mont, sick laava ia accrued 'based on yaara of aarvice.

In thirty-savan of tha fifty stataa surveyed (74%), there is
no limit on tha amount of aick laava which can ba accumulated. In
thoaa atataa which do plica a limit on accumulation, tha maximum %
allowed rangaa from a low of 90 days in Arkansas and Georgia (and,
for aome workers, Michigan and Haw Hampshire), to a high of 200 $\A
daya in Pennsylvania* Members of soma bargaining unita in How York
Stata can accumulate 225 daya of aick laava* 55

With tha exception of Georgia, employees in all atata
governments begin to earn aick leave immediately upon employment.
Generally, stata anployaaa can use their aick laava aa aeon as they
earn it* Only Montana and Haw Hampshire impose waiting periods on
employee* to use tick leave that is accrued.

In thirty-two states (64%) employees can use their sick laava
in order to attend tha funeral of a family mamba?* In those stataa
which do not allow sick laava to ba uaed for this purpose, a
separata funeral laava policy ia in effect. (Sea Table 3.) With

N

WOFIKRACEECONOMCS. INC,* ***** (_0.20(89



the exception of five states, stata employees can use sick laava to
tand to tha Illness of a family member.

Stata policies differ in thair treatment of how they
compensate employees for thair unused sick laava upon separation
from service, in forty-one states, aaployaas are not compensated
for thair unused sick leave upon termination, in most of tha nine
states which do cash-out sick laava, there is some limitation on
payment, either in terms of tha qualification for compensation, the
number of dryys which can be cashed-out, or tha amount of tha
payment. Only ninataan of the states (38%) pay unused sick leave
to an employee*a beneficiary upon' death. Nearly one half of the
states (twenty-thrss) cash-out unused aick leave in the event the
employoc goes on permanent disability. )

Upon retirement, however, most statss (82%) pay employees for
their unueed sick leave. The form in which this payment is made
varies. Some states credit unueed sick leave toward servicesfor
purposes of computing retirement benefits. Others pay some
percentage of unused sick leave or limit the dollar amount paid.
In Idaho, West Virginia and Wisconsin, ths value of unused sick
leave is credited toward insurance premiums* only the statss of
Nsw Mexico and Pennsylvania did not raport any restrictions on tha
amount of accumulated sick leave to be paid upon retirement,

WonOIACSsoNClotea ke, W@ 0.c.»0g)
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10.

11.

12.

13.

"Immediate™ response means sick laava can ba used as soon as
it 1s accrued — usually after ona month.

Arizona, California, Colorado, Dalavara, Florida, Hawaii, .
Indiana, Kansas, Louisiana, Maine, Massachusetts, Missouri,
Nebraska, North Dakota, Rhode Island, South Carolina, Texas,
Utah: Funeral laava separata from sick laava is provided.

Arizona, South Carolina: Spouse or child only. Not to exceed
5 days (40 hrs)/year.

Arizona: $750 paid if employee has accrued 1,000 hrs.

California: Four bargainin? units are guaranteed 10.5 sick
IeaveI days but can usé 12 if annual use”is below a certain
evel.

California, Hawaii, Kentucky, Maine, Maryland, Missouri, North
Carolina, Oklahoma, Oregon, Tennessee: No cash payment for
unused sick leave at refirement. Rather, payment 1s in the
form of additional service credit in determination' of
retirement benefits.

Delaware: Up to 45 days.
Florida: Only after 10 yrs of service.

Georgia: No cash payment for unused sick leave at retirement.
Rathér, payment is in the form of additional service credit in
determination of retirement benefits for employees hired prior
to 7/1/82. No additional service credited unléss 120 days
accumulated.

Idaho: Sum equal to half of monetary value of unused sick
leave earned sinoe 7/1/78 shall be used to pay retiree's
premiums for group health, accident and life ‘nsurance
programs as may be maintained by the state.

[l1linois: 5% earned since 1/1/84.

lowa: Payment for accrued sick Isavs, minimum of 240 hours,
amount not to exceed $2,000.

Kansas: Payment as follows. 8 yrs service and 100 days
accumulated? 20 days pay; 15 yrs service and 125 days,

accumulated: 45 days pay; 25 yrs service and 150 daye,
accumulated: 60 days pay.

Louisiana: Per year'accrual rate same as for annual leave.

wonoucaficoNoeca, we, WMias&v 0. aone
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14,

15.

16.

17.

18.

19.

20.

21.

22.
23.
24.

25,
26.
21,
28.

29.

30.

Michigan: Maximum number of daya accumulation ranogta up to
120 daYs; 1-8 yrs aarvioa: 90 daya; 9-17 yra aarvica: 105
days; 18 or mora yrs: 120 daya.

Michigan; For amployaas hirad bafore 10/1/805(ppayma_nt for
unussd aick laava at asparation rangaa uEJ to 50% maximum:

-104 hrs: (%4 105-208 hrs: 10%; 209-416 hra: 20%; 417-624
hrsi  30% 625-832 hra: 40%; 833 or mora hrs: 50%.

Minnaaota:After 112.5 daya have bean accumulated, amployaas
can accruge. at the rata of 6.5 daya par year to ba used fof
catastrophic/extended illness.

Mississi(?gi: 1 mo. to_3 yrs service: 12 days/yr; 37 mos to 8
)§rs: 10.50 days/yr; 97a0a to 15 yra: 9 dayalyr? over 15 yrs:
5 days/yr.

Nebraska: Accrual rates apply to first fiva years of
employment. Rata increases each yearthereafter until  30/yr.

Nevada: Payment for excess over 30days tomaximum of $3,500.
Must have 10 yrs service to qualify.

New Hampshire: Maximum accumulation ranges depending on years
of service. 0-8 yra: 90 days; 9-15 yra: 105 days;” 16 or
more yrs: 120 daya.

New Hampshire: Unless termination is due to a mandated
reduction in force.

New Hampshire: Up to 30 daya.

New Jersey:  Maximum of $15,000.

Nev Mexico:  May cash in up_to 120 hours of sick leave per
ear provided that hours being cashed in are over and above
00accumulated aick leave hours.

Nev York: Depending on bargaining unit and date of hire.

Nev York, Ohio: Depending on the bargaining unit.

Nev York: Not to exceed a maximum of IS days in any one year.

Nev York: No cash payment. Nether, a maximum of 165 days

unused eick leave may be used for retirement service credit
Od the value of a maximum_of 165 days unused eick leave may

be used to pay for health insurance during retirement.

Rhode Island: 5% of total accumulated from 390 hrs to 630
hrs: 7% of total over 630 to maximum.

South Dakota: 7 yrs service requirement to maximum 480 hrs.

O CITNMCNCYirid OCTM



31.
33.

33.

34,

35.

36..

14 -
i
1&exas:- Maximum of 336 hrs.

Vermont: Accrual rata varias dependlng on yaara of aaryica:

lst 6 agsi 6 daya advanced; 6 moa-8 yrs 2 dayalyr; 9-10
yaara: IS dayalyr; 10-20 yra: 18 dayalyr; aftar 20 yra: 20 Ts
dayalyr.

¥2|rbg(58|a 5 yra aarvica required with maximum payment of

>©

West Virginia: Hq caah Raym%nt Rather, unuaed eick laava ia
convertad to cradit for health Inauranca.

Wisconsin: Ho cash pa ment Rather unused aick leave ia
conver}ed to credlt# g ug health Insurance and, in the Q
case of death, to pay premiums for aurvivors.

Wyoming: To a maximum of 480 hours.

WOWUAECCNOMICa, WC,WuNnOton,0.C.200SI
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HB 43 INFORMATION

uding the three marine unions and the three teacher units (Central Correspondence Studies, Mt.

Edgecumbe, and AVTECH) the other executive branch, State of Alaska PERS participants (mostly bargaining
units are:

The
sick
Supe

NAME # MEMBERS HRS SICK LEAVE SURPLUS SICK TOTAL AVERAGE

Public Safety unit 437 3865.528 41525.832 45291.3 103.641556
Employees are allowed to use up to 15 days of "surplus sick" as regular sick leave. Only people
entering unit with sick leave get some sick leave. Unit is on personal leave by contract.
Excluded 12 20.012 672.333 692.345 57.69541666
"Excluded"” means excluded from current bargaining units. Includes some Div. of Labor Relation
people. On statutory personal leave. One employee with sick leave 1is recipient of leave

donations.

General Government 8061 1896594 .0 173.250 1896767.25 235.3017305
On annual/sick leave by contract.

Confidential Bargaining 174 2143.237 3583.851 5727.088 32.91429885
The Confidential Bargaining Unit has the same conditions as the Public safety Unit. On personal
leave by contract.

Labor, Trades, & Craft 1662 373117.250 56.954 373174.204 224 .5332154
On annual/sick leave by contract.

Supervisory 1043 1526.533 381975.875 383502.408 367.6916663
This unit just converted from annual/sick leave to personal leave by contract.

Partially Exempt & Exempt 978 27.50 43717.688 43745.188 44.72923108
On statutory personal leave.

Total average hours 1066.07114 / No. of units 7 = 152.3581591
small balances for surplus sick leave for General Government and Labor, Trades & Craft, and the
leave from the Partially Exempt and Exempt are from people recently changing units. The

rvisory sick leave 1is from recent promotees.





