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C om m ittee S ubstitu te  for Sonato Dtt i - 343 

F iscal N ote A nalysis 
P rep ared  by D iv ision  o f  R etirem en t & B enefits  

D e p a rtm e n t o f  A d m in is tra tio n  
January  16, 1990

• . 'I

A n a ly s i s :  T h is  b ill w ould expand  C hap ter 89, SLA 1989 (the  R etirem en t Incentive
P ro g ram ) fo r  the Pub lic  E m p lo y ees’ (PE R S) and T e a ch e rs ’ R e tirem en t S ystem s 
(TR S) by a llo w in g  the em p lo y er 5 years  in w hich to show  a cost sav ings fo r 
e lig ib le  em p lo y ees , by a llo w in g  e lig ib le  em ployees to assum e p art o f  the 
em p lo y er 's  c o s ts  so that a sav ings to the em p lo y er can be show n, and by 
ex ten d in g  th e  re tirem en t w indow  fo r d esig n a ted  em p lo y ees  in the D iv ision  o f  
E le c t io n s .

T he to ta l e s tim ated  ad m in istra tiv e  co st to the  d iv is io n  by fiscal year is as 
f o l lo w s :

Personnel services costs: FY  90 FY 91
FY 91

1 R etirem en t S pecialist I (2 m o.) $ 4 .9
8 R etirem en t Tech. I/II (2 m o.) 37.0
2 A ccounting  Clerk III (2 m o.) 8.2
2 C lerk  II (2 mo.) 6,9

Total FY 91 $ 57.0

T r a v e l :
FY  90
2 trips each to ANCH & FBKS $ 4 .1

FY  91
1 trip to ANCH & FBKS ___  _ 2 J . .

T o ta l  B ill C o s t
FY 90 J 4 r i

FY91 $ 59 .1

All a d m in is tra tiv e  costs fo r th is  program  w ill be paid  in  advance by the 
p a rtic ip a tin g  em ployers as requ ired  by C hap ter 89, SLA  1989.

page 2 of 3
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C om m ittee S u b stitu te  fo r S e n ate  -Bill 343 

A n a ly s is  o f  F in an cia l Im p lica tio n s  on th e  R e tirem en t S ystem s 
P rep ared  by D iv ision  o f  R e tirem en t & B en efits  

D e p artm en t o f  A d m in is tra tio n  
Jan u ary  16, 19S0

A n a ly s i s :  T h e  re tire m e n t in cen tiv e  p ro g ra m  le g is la tio n  re q u ire s  s ta te  ag en c ies
and p a r tic ip a tin g  em ployers and em p lo y ees  to re im b u rse  th e  PERS and TRS fo r 
the costs o f  p artic ip a tio n  in  the p ro g ram ; it a lso  requ ires a show ing o f  a cost
sav ings to  p a rtic ip a te  in  the p rogram . T here  sh o u ld  be n o  long-term  o r  sh o r t­
term  co s ts  to the  re tirem en t sy s te m s’ funds.
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REVENUE
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FULL-T1ME
PART-T IM E
TEM PO RA RY

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
- 2 - - 0 - - 0 - - 0 - - 0 - - 0 -

t01101 - 0 - - 0 - - 0 - - 0 -

ANALYSIS : (Attach a separate page if necessary)
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For Bili/Resolution No CS SB 343
The Division of Finance is responsible for the verification of employment history and processing termination pay. It is estimated that 500 employees v/ill participate in the program. The estimated increased costs to process these employees are:

Data processing support Two part-time Accounting Techs for five months Total Costs

CONTINUATION OF FISCAL NOTE ANALYSIS

$ 6.0
31.2$37.2

Page 2 of 2



Alaska H>tate Hegtelature

S e n a t o r  J i m  D u n c a n
P .O . Box V J u n e a u , A l a s k a  99811-3100 

(907) 465-4766

M E M O R A N D U M  
DATE: February 2, 1990

TO: R epresentative Red Boucher, Chair
H ouse St^te Affairs Committee

FROM: Senator J i^ ^ ^ h c a n --------

SUBJECT: CS Senate BilK343 (State Affairs), Retirem ent Incentive
Program  A m endm ents

I request your prompt scheduling of CS Senate Bill 343(SA), which 
m akes minor am endm ents to the existing R etirem ent Incentive Program. 
The reason it is  im perative SB 343 be scheduled for a hearing as soon as 
possible is  because the application period for S ta te  em ployees closes on 
March 31, 1990.

During the interim , I was contacted by a great many State employees 
with m any years of service who did not qualify for the R etirem ent Incentive 
under the current statu te and OMB guidelines. I believe the program is 
in tended  prim arily  for lon g  term  em ployees and therefore asked the  
Executive Branch how  we could enable such em ployees to participate. 
Their suggestion was to allow the savings to be calculated over a five year 
term as w as done in  the 86-87 R etirem ent Incentive Program. O ffsetting  
the cost to the S tate o f the employee's participation in the program against 
the savings in  personal services costs over a longer term w ill allow more 
employees to participate and increase the savings to the State.

I have req u ested  s ta t is t ic a l in form ation  from the O ffice o f  
M anagem ent and Budget about the age and years of service of em ployees 
found eligible under the three year scenario versus those found ineligible. I 
expect to receive it  very soon.

To sum m arize the proposed am endm ents to the program, it would;

1. increase the period w ithin which savings m ust be shown from 
three to five years;

2. allow em ployees to pay part of the employer’s share of the 
Retirem ent Incentive cost in order to show a savings; or

C O M M IT TE ES: 
Finance 

Vice Chair -  
IIeai.tii Education & Social Services 

Budget* Audit 
Banking a. 
Economy 

Development

D i s t r i c t  C



R e p r e s e n t a t i v e  R e d  B o u c h e r
F e b r u a r y  2 ,  1 9 9 0
P a g e  2

3. in  lieu  of paym ent, allow employees to elect a reduced bonefit to 
reduce the employer's cost.

The Senate State Affairs Committee added language which will allow  
Division of Election employees until February 1, 1991 to actually retire. This 
w ill allow the Division to retain RIP-eligible em ployees on board through 
the 1990 general election and its  certification.

As I said  before, I would appreciate your scheduling this bill for a 
hearing as soon as possible due to the March 31, 1990 deadline for State  
employee application. Currently, OMB is not allowing employees to apply if  
a savings is not found under the three year calculation. OMB has requested 
all agencies to recalculate savings over a five year period for non-qualifying 
em ployees so applications can be processed expeditiously when SB 343 is 
enacted.

I believe these am endm ents to the program will make the program  
more equitable and result in a larger savings to the State. If you have any 
questions, please contact me at 465-4766.

A ttachm ents



INFORMATION FOR HOUSE STATE AFFAIRS COMMITTEE 
Provided by Senator Jim  Duncan

SB 343, RETIREMENT INCENTIVE PROGRAM AMENDMENTS -

The R etirem ent Incentive Program was im plem ented in  June of 1989 and 
the program  continues through Novem ber 1 o f th is year. Employers 
choosing to participate in the Retirem ent Incentive are required to show a 
personal services savings. Chapter 89/89 also explicitly states in section 2(b) 
that "The organizational u n its  of a p lan m u st be selected  so that 
im plem entation of the plan results in maximum savings to the employer in  
personal services costs w ithin three years after the com m encem ent of the 
plan."

The three year calculation has rendered m any long term state  em ployees 
not eligible because OMB is strictly interpreting each individual position as 
an organizational unit. Thus, if  a savings is not shown on an individual's 
position, th a t person is not considered eligible for the program. School 
d istr icts  and the U n iversity  have not taken the sam e approach to 
organizational units and thus have not experienced sim ilar problems.

The prelim inary information which I have received on the program to date 
indicates that:

Total Eligible by 
or Service

State 2,987
U niversity 767
School Districts 2,271 
Polysubs 2.627
Totals 8,652

Current OMB sta tistics  show 1,475 em ployees designated, not including  
M arine H ighw ays, Courts, or L egislative em ployees. For those 1,475 
employees, i f  they all retire, the State wall save $14.3 million over the next 
three years.

A comparison of the current program with the 86-87 program indicates that 
in the prior program 83 percent of eligible State em ployees were designated  
to participate versus the current program's rate of 61.5 percent. I think 
this clearly show s that many more em ployees are not qualifying for the 
program under the three year savings criteria. Because incentives for long 
term em ployees are more costly to the employer than those for short term 
em ployees it  is very likely that when we receive the detailed information  
which I have requested it will show that long-term em ployees make up the 
bulk of those not designated for participation. I have, in fact, been contacted 
by m any em ployees eligible in the previous program who have not been 
designated to participate in this one.

D esignated
to Participate % of Total

1,837 61.5
767 100.0

1,970 87.5
N/A N/A
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Not all school districts have chosen to participate in the program and this is 
reflected in their 87.5 percent designation rate.

To briefly explain the reason why many long term em ployees have not been 
designated by OMB, the retirem ent benefit in PERS is calculated as 2% 
tim es the first ten years of service tim es average m onthly com pensation, 
the second ten years is m ultiplied tim es 2.25% and the third tim es 2.5%. A 
copy of the applicable pages from the PERS booklet are in  your packet 
entitled "Retirement Benefits". Thus a person with thirty years of service 
earns a retirem ent benefit which is alm ost 70% of their ending salary. A 
person w ith only ten years' service would receive only 20% of their ending  
salary. S ince the cost o f participation in  the in centive is based on an 
actuarial calculation of the cost to the retirem ent system  of the three year 
incentive plus the current value of any increased lifetim e benefit, it costs 
more for long term employees to participate. If an individual is relatively  
young an d has many years of service, the problem is compounded. Exhibits 
A. and B in  your folder show the difference the five year calculation m akes 
on an actual employee's savings calculation. Exhibit C is an exam ple of the 
three year calculation of an Anchorage employee who w as found ineligible.

SB 343 is  very limited in scope, it  basically m akes changes which affect only 
sta te  governm ent and it  does not change the window periods of the  
program. It will not change the benefit calculation nor add an additional 
incentive over what is offered in CH 89/89.

To sum m arize the proposed amendments to the program, they will;

1. increase the period w ithin which savings m ust be shown from 
three to five years;

2. allow employees to pay part of the employer's share of the 
Retmement Incentive cost in order to show a savings; or

3. in lieu of payment, allow employees to elect a reduced benefit to 
reduce the employer's cost.
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The S en ate  S ta te  Affairs Com m ittee added language which will allow  
Division of E lections em ployees until February 1, 1991 to actually retire. 
This will enable the Division to retain RIP-cligiblo em ployees on board 
through the 1990 general election and its  certification.

The window periods for all other em ployees remain:

Employee Must
 Employee Tyne Application Period_______________ Retire on or Before

Teachers June 30,1989 - Dec. 31, 1989 August 1, 1990
University " " " "
State Sept. 30,1989 - March 31,1990 November 1,1990
Municipal "

The closure of the application period for S tate em ployees on March 31 
m akes it  o f param ount im portance th at SB 343 progress through the 
legislative pimcess as swiftly as possible so that m any deserving long-term  
em ployees can participate. In this way I believe the State can realize the 
m axim um  savings possible through the use of the R etirem ent Incentive 
Program .



MINIMUM REQUIREMENTS FOR 
RETIREM ENT
W h e n  w ill I h e  e l ig ib le  to  r e t i r e  a n d  s t a r t  r e c e iv in g  m o n th ly  
b e n e f i ts ?

T h a t depends on your age and  PURS service, If you m eet th e  m in i­
mum  PERS service re q u irem en ts  described below and  you w ere f irs t 
h ired  u n d er the PERS:

•  b c f o r e J u l y  1 ,1986 , you can re tire  a t  age 55 for norm al re tire m e n t 
or age 50 for early.

• a f t e r  J u n e  .10,1986, you can re tire  a t  age 60 for norm al re tire m e n t 
or ago 55 for early.

U nder e a r ly  r e t i r e m e n t  (see page 26), your m onthly  benefit is ac- 
tu a ria lly  reduced based on age. The closer you are  to norm a) re ti r e ­
m en t age, th e  sm aller th e  reduction.

U nder n o rm a l  r e t i r e m e n t  (see page 25), you r m onth ly  benefit is 
n o t  reduced.

To re tire , y o u  m u s t  a l s o  m eet the  m inim um  P E R S  service re q u ire ­
m ents. You m ust have  a t  least:

•  five p a id -u p  y ea rs  of P E R S  service; or

•  60 days of p a id -u p  P E R S  service if  you w ere an em ployee of th e  
leg is la tu re  du rin g  each o f five leg islative sessions an d  you w ere f irs t 
h ired  u n d e r the PE R S before M ay 30 ,1987  (see C onditiona l Service  
B enefit on page 22); or

17

•  8 0  days of p a id - u p  PERS service if you were an  employee o f the 
leg isla tu re  d u rin g  each of five leg islative sessions and you were first 
h ired  u n d e r  the PER S a f te r  May 29 ,  1 9 8 7  (see C onditional Service  
Benefit on page 22); or

•  two paid-up y ea rs  of PERS service if you are  vested  in I he  T eachers ' 
R etirem en t System  (TRS), See C onditiona l Service Benefit on page 22.
In ad d itio n , you m ay re tire  a t a n y  a g e  and  receive a norm al (u n re ­

duced) benefit if you have a t  least:

•  30 p a id - u p  years  of PERS service; or

•  20  p a id - u p  y ea rs  o f PERS service as a peace officer or firem an  fsee 
page 67) .

M ilitary  a n d  tem porary  cred it m ay n o t  be used to satisfy the  20 or 
30 years needed to re tire  a t  any  age.

M em bers who have received a re fund  of th e ir PER S con tribu tions 
should review  th e  following sections in th is  handbook:

R ein sta tem en t o f  Service  - page 62  
P a ym en t o f  Indebtedness  - page 63

BENEFIT CALCULATION
I Io w  w il l  m y  m o n th ly  r e t i r e m e n t  b e n e f i t  b e  c a lc u la te d ?

Your “no rm al” benefit will be calculated  by m ultip ly ing th e  p e rcen t­
age m u ltip lie r (page 19) tim es your average  m onthly com pensation 
tim es your PE R S service. T he norm al benefit will be ad justed  if  you 
se lec to n e  of th e  o ther re tire m en t options (early , jo in t and su rv ivor, or 
level income). See R etirem ent O ptions  on page 25.

Your av erag e  m onthly com pensation is determ ined  by ad d in g  to ­
g e th e r th e  com pensation ea rned  d u rin g  your th ree  h ighest consecutive 
payroll y ea rs  an d  dividing th e  to ta l by the  num b er of m onths w orked 
du rin g  th a t  sam e tim e period. You m u st hav e  a t  least 115 days of 
credited  service in the  la s t payroll y ea r w orked to include th a t  y ea r as 
one of y o u r th re e  h ighest.

ir’o r  i n s t a n c e ,  if your th re e  h ig h es t consecutive sa la rie s  an d  
m onths w orked a re  as follows, your average  m onthly  com pensation 
would be $2,500.

18



P a y ro ll Y ear 
W orked S a la ry M o n th s

1986 $30,000 12

1987 27,500 11

1988 15,000 _ 6
$72,500 20

$72,500 + 29 m onths equals  $2,500

Ifyou received a cost of liv ing d iffe ren tia l d u rin g y o u r th ree  h ig h es t 
y ea rsan d y o u  were firs t h ired  u n d er the PICKS before J a n u a ry  1,1987, 
the difl'erential will au tom atically  be included as p a r t of your salary(s). 
However, it  will only be included  ifyou  w ere firs t hired a fte r Decern- 
b e r 3 1 ,1986,and  you received a com parable differential d u r in g a tle a s t  
50% o f your credited  service. See R efu n d  o f  C ontributions on Cost o f  
L iv ing  D ifferential on page 62.

P e r c e n ta g e  M u l t ip l ie r s

T he percentage m u ltip lie rs  for m em bers, o ther than  peace officers 
and firem en, are:

•  2% per y ea r for all service ea rn ed  up to 10 years; p lus

•  2-1/4% per year for all service ovc-r 10 years, b u t less th an  20 y ea rs  
(applies only to service ea rn ed  a fte r J u n e  30, 1986); p lus

•  2-1/2% per year for all service over 20 y ea rs  (applies only to service 
ea rn ed  a f te r  J u n e  30 ,1986).

A ll service ea rn ed  b e f o r e  J u l y  1 ,1986 , will be calculated  u s in g  the 
2% m ultip lier.

T h is exam ple shows how  to calcu late  a norm al re tirem en t benefit. 
We have assum ed th a t  th e  average m onthly  com pensation is $2,500, 
and th a t  th e  m em ber h ad  10 y ea rs  of service on Ju n e  30, 1986, and 
earned  20 add itional years a fte r Ju n e  30,1986.

E x a m p le :

1 2% x the  f irs t 10 y ea rs  x $2,500 = $ 500.00; p lus
2-1/4% x the second 10 y ea rs  x $2,500 = $ 562.50; p lus
2 -1/2% x the  th ird  10 y ea rs  x $2,500 = $ 625.00

Total $1,687.50
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As you can see, the norm al benefit is: $500.00 for th e  first 111 y ea rs  
of service; $562.50 for service betw een 10 and 20 years; and  $625.00 for 
service betw een 20 and 30 years.

T he m em ber in the exam ple would receive a m onthly  base benefit of 
$1,687.50 for the re st of h is  or h e r  life Any a d ju s tm en ts  to the  benefit 
would be calculated on th a t  base  benefit. P lease  review  th e  following 
sections for details abou t ad ju stm en ts:

Post Retirem ent Pension A d ju s tm en t tP R V A ) - page 58 
Cost o f  L iv ing  A llow ance (C O LA) - page 5 1 
Jo in t an d  S u rv ivo r  O ptions  - pag e  27 
E arly Retirem ent - page 26 
Paym ent o f  Indeb tedness  - page 63

T he percentage m u ltip lie rs  for > a c e  o f f ic e r s  a n d  f i r e m e n  are:

•  2% p er year for th e ir f irs t 10 y ea rs  o f service; p lus

•  2-1/2% per year for service over 10 years.

For a te rm inated , deferred  vested  m em ber, the  p ercen tag e  m u lti­
p lie r th a t  was in effect w hen th e  m em ber te rm in a ted  from PE R S 
em ploym ent will be used to ca lcu late  th e  benefit. C onsequen tly , even 
though th e  cu rren t m u ltip lie rs  m ay be larger, the  m u ltip lie r  in effect 
a t  th e  tim e of te rm in atio n  will be used.

BENEFIT PAYMENTS
W h e n  w ill  I b e  a p p o in t e d  to  r e t i r e m e n t ?

You will be appo in ted  on th e  f irs t  o f the m onth  following the da te  
th a t:

•  you m eet the m in im um  service a n d  age req u irem en ts  for relire- 
m ent. B ut, if your b ir th d ay  falls on the  f irs t day of the m onth , you 
are  eligible to re tire  th a t  m on th  ra th e r  th a n  the  following m onth;

•  you te rm in a te  PERS em ploym ent; a n d

•  your w ritten  app lica tion  for benefits  is received by the Division of 
R etirem en t and  B enefits. I t  should  be sen t to th e  division a t  least 
30 days before you te rm in a te .

. P lease review the  follow ing sections for d e ta ils  ab o u t benefit p ay ­
m en ts u n d er o ther provisions:
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Richard C. Randall 
P.O. BOX 230444 
Anchorage, Alaska 99523 
J a nuary 26, 1990

S e n a t o r  J i m  Duncan 
P.O. Box V, R o o m  119 
Juneau, A K  99811

Dear S e n a t o r  Duncan:

This l e t t e r  is to express m y  support for passage of SENATE BILL NO. 343 (Relating to the retirement incentive program, or RIP) and 
r e q u e s t  t h a t  you give this bill serious consideration when it comes 
up for d e b a t e  and eventually a floor vote.

If p a s s e d  in its p r e s e n t  form this proposed amendment to the
r etirement incentive p r ogram w o u l d  be a signif i c a n t  improvement 
over t h e  e x i s t i n g  law for the following reasons:

1. In t h e  face of d e c l i n i n g  revenue it w o u l d  help cut the cost 
of g o v e r n m e n t  t h r o u g h  a c o m b i n a t i o n  of reduced employee salaries,
b e n e f i t  costs and, w h e r e  appropriate, could even r esult in the
el i m i n a t i o n of some nonessential positions.

2. It w o u l d  also provide additional savings to the State by 
a l l o w i n g  t h e  r e t ir ing  employee to assume a portion of the
employer's l i a b i lit y c r eated t h r o u g h  that person's early 
retirement. (Many employees w h o  w ould be e ligible for the existing 
R I P  except that there is no provision for those employees to 
p e r s o n a l l y  h e l p  pay for their i n d e b t e d n e s s ) .

The schedule for possi b l e  consideration and p a ssage of Senate Bill 
No. 343 is also important because t h e  deadline for application for 
the e x i s tin g R IP is M a r c h  31, 1990. Unless this bill is passed 
into law p r i o r  to this d a t e  there will be some employees who m a y  
neglect to apply b e cause they have previo u s l y  been informed that 
they d o n ' t  qu a l i f y  u n d e r  the existing  law. You m a y  wish to 
consider the p o s s i b i l i t y  o2 further amending the bill by extending 
the d e a d l i n e  for application to coincide w i t h  the end of the 
current l e g i s l a t i v e  session.

T h a n k  y o u  for any support you may be able to provide toward the 
timely p a s s a g e  of this bill and for consideration of this letter. 
Please c o n t a c t  me if you have questions or if I can provide any 
additional information.

Richard C. Randall 
346-2312 (Home)
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?CN____JOB CLASS TITLE JOB CLASS CODE

R£!TIREMEMT_lLC£HIXyE-EilQfiBM 

D£TAILEa_CQSI_&&m giL I)Y_E0S1TIQN

DEPARTMENT _ BUDGET BRU BUDGET COMPONENT*
AUTHORIZED IN FT 90 BUDGET
DOES THE PERSON CURRENTLY FILLING THIS PCN INTEND TO RETIRE UNDER THE RETIREMENT INCENTIVE PROGRAM

Y NE 0S
Y NE 0S

INTENDED DATE OF RETIREMENT

HAS THIS PERSON BEEN CONTINUOUSLY EMPLOYED BY THE STATE SINCE NOVEMBER 1, 1988
CALCULATION OF SAVINGS

1.
2.
3.

4.
5.

Current Range and Step 
Salary and Benefit Cost 
Replacement Range and Step 
Salary and Benefit Cist

Estimated FY 91
£OL-
$ ' l l ( f )

:.m/I

Estimated FY 92
c- o L
7/. t

Estimated FY 93
’) L

8 7 ( ( r

J o i c . 2 - 0  0_
■j(0 ' ’ SZ.Z- (oO. I

Funds Available (line 2 minus line 4) $ 'S.-7' 13.'4 1 L ±6.a. Retirement and Benefits estimate of cost to the Employer (not including th° participant's share of the cost) for this individual t:o take part ir. the retirement ince'̂  i *<■. y.re. *
b Administrative cost (.007 X Retirement and Benefits cost from 6a)

. . 5 1 ,  X  »*»• ■ ■■■■■■

C o S
Total Cost (6a + 6b)

7. Savings for this PCN (line 5 minus line 6)



I
PCN ______JOD CLASS TITLE JOB CLASS CODE
AUTHORIZED IN FY 90 BUDGET
DOES THE PERSON CURRENTLY FILLING THIS PCN INTEND TO RETIRE UNDER THE RETIREMENT INCENTIVE PROGRAM

□o
□ G

DEPARTMENT _______BUDGET BRU _______DUDGET COMPONENT ___INTENDED DATE OF RETIREMENT

HAS THIS PERSON' BEEN CONTINUOUSLY EMPLOYED BY THE STATE SINCE NOVEMBER 1, 1988 □ o
CALCULATION OF SAVINGS

Estimated FY 91 Estimated FY 92 Estimated FY 93
e*T
fyq<; 1 Tot a 1

1. Current Range :nd Step 20 L 2 .0  L 221__ 20 W\ £OW\ |

2. Salary and Benefit Cont s 7/ * '/fCo t 7 /6 77 7 75.7 S 2.
3. Replacement Range and Step 2 0  A 20 & zoc 70 D 7on ;
4. Salary and Benefit Cost s 5/,.^ s Sft Z s 6 7  7 bi.n ItZ.S 1 ,2tr>-1
5. Funds Available (line 2 minus line 4) s ys.3 s 1321 $ / /7 7.2- </>

6.a. Retirement and Benefits estimate of coat to the Employer (not Including the participant's share of the cost) for this individual to take part in the retirement incentive program.
b Administrative cost (.007 X Retirement and Benefits cost from Ga)

r /.?
Total Cost (6a + 6b)

7L Savingp for this PCN (line 5 minus line 6)
Tkisê pkyee f*project ' B



DRAFT 
RETIREMENT INCENT IVE PROGRAM 

DETAILED COST SAVINGS BY POS IT ION
DEPARTMENT: TRANSPORTATION AND PUBLIC FACILITIES

THESE CALCULATIONS ASSUME THAT YOU 
HAVE BEEN CONTINUOUSLY EMPLOYED BY 
THE STATE S INCE NOVEMBER 1 .  1 9 8 8

CALCULATION OF SAVINGS

1 .  CURRENT RANGE AND STEP
2 .  SALARY AND BENEFIT  COST
3 .  REPLACEMENT RANGE AND STEP 
A. SALARY AND BENEFIT  COST
5 .  FUNDS AVAILABLE ( L I N E  2 MINUS L INE  A)

ESTIMATED 
FY 91

ESTIMATED 
FY 92

ESTIMATED 
FY 93

2 0  L 2 0  L 2U L
$ 7 5 * 4 1 2 . 1 8  $ 7 5 , 4 1 2 . 1 8  $ 7 5 , 4 1 2 . 1 8

20  A 2 0  B 20  C
$ 5 9 , 0 3 5 . 8 8  $ 6 1 , 0 4 7 . 3 2  $ 6 2 , 8 0 1 . 6 6
$ 1 6 , 3 7 6 . 3 0  $ 1 4 , 3 6 4 . 8 6  $ 1 2 , 6 1 0 . 5 2

TOTAL

$ 2 2 6 , 2 3 6 . 5 4

$ 1 8 2 , 8 8 4 . 8 7
$ 4 3 , 3 5 1 . 6 8

6 . A RETIREMENT AND "ENEF IT S  ESTIMATE OF COST TO THE EMPLOYER (HOT 
INCLUDING THE , . R T IC I PA N T 'S  SHARE OF THE COST) FOR THIS 
IND IV IDUAL TO TAKE PART IN THE RETIREMENT INCENT IVE  PROGRAM.

B ADMINSTRATIVE COST ( . 0 0 7  X RETIREMENT AND BENEF ITS  COST FROM 
6A)

$ 4 3 , 0 5 5 . 0 0

$ 3 0 1 . 3 8  
TOTAL COST (6A  + 6 B ) $ 4 3 , 3 5 6 . 3 8

7 .  SAVINGS FOR TH IS  PCN ( L I N E  5 MINUS L INE  6 ) $ - 4 . 7 1

c



RETIREMENT INCENTIVE PROGRAM STATUS REPORT February 27, 1989
Employer
Governor's OfficeAdministrationLawRevenueEducation - PERS Education - TRS Health & Social Svc. Labor CommerceMilitary Affairs Natural Resources Fish & Game Public Safety Environmental Consv. Corrections Comm. St Regional Aff Transportation Ombudsman Legislative Affars Legislative Finance Legislative Audit Court System
Total State PER: Total State TRS
University of Ak - PERS University of Ak - TRS Geophysical Inst - PERS Geophysical Inst - TRS
Total University - PERS Total University - TRS
Total Poly - Subs PERS 
Total Schl Dists TRS
Grand Total PERS Grand Total TRS

Eligible By Age/Svc Designated By Empl. Retired30 5 5229 174 10141 18 1155 29 2372 71 2838 36 19335 304 150147 138 5488 55 2829 6 4160 139 65160 143 78193 182 10136 34 12154 139 3821 18 7854 809 3551 ' 0 053 20 132 0 05 3 398 0 0
2762 2287 107638 36 19
325 319 107372 349 9527 27 738 35 8
352 346 114410 384 103

2661 1272 412
1773 1668 603
5775 3905 16022221 2088 725

O v e r a l l  Total 7996 5993 232-



- ” Offered: 5/9/89 6-0287P

Original sponsors: Duncan and Kerttula

1 IN THE SENATE BY THE CONFERENCE COMMITTEE2 CONFERENCE CS FOR SENATE BILL NO. 733 IN THE LEGISLATURE OF THE STATE OF ALASKA4 SIXTEENTH LEGISLATURE - FIRST SESSION5 A BILL6 For an Act entitled: "An Act relating to retirement incentive programs for7 the public employees' retirement system and the8 teachers' retirement system; and providing for an9 effective date."10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:11 * Section 1. PURPOSE. Since it may be necessary for state agencies and
12 o th e r  em p loyers who p a r t i c i p a t e  in  th e  s t a t e  r e t ir e m e n t  sy stem s to  red u ce

13 t h e i r  p e r s o n a l s e r v ic e s  c o s t s  b eca u se  o f  d e c l i n in g  s t a t e  r e v en u e , r e im p le -

14 m e n ta tio n  o f  th e  r e t ir e m e n t  in c e n t iv e  program  e s t a b l i s h e d  by ch . 2 6 , SLA

15 1 986 , as amended by ch . 7 6 , SLA 1988, e n c o u r a g in g  em ployees to  r e t i r e

16 v o l u n t a r i ly ,  w i l l  red u ce  th e  h a rd sh ip  o f  l a y o f f s .  T h is  program i s  in te n d e d

17 to  r e a l i z e  s u f f i c i e n t  econom ies to  o f f s e t  th e  c o s t  o f  a d m in is tr a t io n  and

18 b e n e f i t s  to  s t a t e  a g e n c ie s  and o th e r  em p lo y ers  r e s u l t i n g  from th e  award o f

19 r e t ir e m e n t  c r e d i t s  and to  r e s u l t  in  a n e t r e d u c t io n  in  p e r s o n a l s e r v ic e s

20 c o s t s  to  th e  s t a t e  or o th e r  em ployers d u r in g  a p e r io d  o f  d e c l in in g  re v en u e .

21 * S e c . 2 . RETIREMENT INCENTIVE PROGRAM. (a )  An em ployer may adopt a

22 r e t ir e m e n t  in c e n t iv e  p la n  under s e c s .  3 - 6 o f  t h i s  A c t ,  as a p p r o p r ia t e ,  to

23 d e s ig n a te  o r g a n iz a t io n a l  u n i t s  o f  em p loyees e l i g i b l e  to  p a r t i c i p a t e  in  th e

24 r e t ir e m e n t  in c e n t iv e  program .

25 (b ) The o r g a n iz a t io n a l  u n i t s  o f  a p la n  m ust be s e l e c t e d  so  th a t

26 im p lem en ta tio n  o f  th e  p la n  r e s u l t s  in  maximum s a v in g s  to  th e  em p loyer in

27 p e r so n a l s e r v ic e s  c o s t s  w ith in  th r e e  y e a r s  a f t e r  th e  commencement o f  th e

28 p la n . A p la n  th a t r e s u l t s  in  s a v in g s  in  p e r s o n a l  s e r v ic e s  c o s t s  in  any

29 amount th a t  i s  in  e x c e s s  o f  a l l  c o s t s  to  th e  em ployer q u a l i f i e s  u nd er t h i s
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"

1 s e c t i o n .  T h e  d e s i g n a t i o n  m a y  i n c l u d e  o n l y  r e p r e s e n t a t i v e s  f r o m  j o b  c l a s s -

2  i f i c a t i o n s  w h o s e  i n c l u s i o n  c o n t r i b u t e s  t o  t h e  o v e r a l l  c o s t  s a v i n g s .

3  ( c )  A m e m b e r  i s  e l i g i b l e  t o  p a r t i c i p a t e  i n  t h e  r e t i r e m e n t  i n c e n t i v e

4  p r o g r a m  o n l y  i f  t h e  m e m b e r  i s  v e s t e d ,  i s  e m p l o y e d  i n  a  p o s i t i o n  i n  a  d e s -  

o i g n a t e d  o r g a n i z a t i o n a l  u n ' t ,  a n d  w i l l  b e  q u a l i f i e d  t o  r e t i r e  u n d e r  AS 1 4 . -

6  2 5 . 1 1 0  o r  AS  3 9 . 3 5 . 3 7 0  a f t e r  r e c e i p t  o f  t h e  r e t i r e m e n t  i n c e n t i v e .  T o

7 p a r t i c i p a t e ,  a  m e m b e r  s h a l l  a p p l y  o n  a  f o r m  p r o v i d e d  b y  t h e  a d m i n i s t r a t o r .

8  ( d )  A p a r t i c i p a t i n g  e m p l o y e r  s h a l l  p r e p a r e  a n d  f i l e  t h e  r e t i r e m e n t

9 i n c e n t i v e  p l a n  w i t h  t h e  a d m i n i s t r a t o r .  F o r  s t a t e  e m p l o y e e s  o t h e r  t h a n

1 0  u n i v e r s i t y  e m p l o y e e s ,  t h e  a d m i n i s t r a t o r  m a y  a p p r o v e  a  d e s i g n a t e d  o r g a -

1 1  n i z a t i o n a l  u n i t  o n l y  i f  t h e  o f f i c e  o f  m a n a g e m e n t  a n d  b u d g e t  c e r t i f i e s  t h a t

1 2  t h e  u n i t ' s  p a r t i c i p a t i o n  i n  t h e  p l a n  m e e t s  t h e  r e q u i r e m e n t s  o f  ( I )  o f  t h i s

1 3  s e c t i o n .  T h e  a d m i n i s t r a t o r  s h a l l  a p p r o v e  t h e  p l a n  i f  i t  m e e t s  t h e  r e q u i r e -

1 4  m e n t s  o f  t h i s  s e c t i o n .  T h e  p l a n  m u s t

1 5  ( 1 )  i d e n t i f y  o r g a n i z a t i o n a l  u n i t s  a n d  e m p l o y e e s  e l i g i b l e  t o

1 6  p a r t i c i p a t e  i n  t h e  p r o g r a m ;

1 7  ( 2 )  i n c l u d e  a  r e i m b u r s e m e n t  a g r e e m e n t  t h a t

1 8  ( A )  r e q u i r e s  t h e  e m p l o y e r ,  f o r  e a c h  e m p l o y e e  w h o  i s  r e t i r e d

1 9  u n d e r  t h e  p l a n ,  t o  r e i m b u r s e  t h e  s y s t e m  w i t h i n  t h r e e  y e a r s  a f t e r  t h e

2 0  e n d  o f  t h e  f i s c a l  y e a r  i n  w h i c h  t h e  e m p l o y e e  i s  a p p o i n t e d  t o  r e t i r e -

2 1  m e n t  i n  a n  a m o u n t  e q u a l  t o

2 2  ( i )  t h e  a c t u a r i a l  e q u i v a l e n t  o f  t h e  d i f f e r e n c e  b e t w e e n

2 3  t h e  b e n e f i t s  t h e  p a r t i c i p a n t  r e c e i v e s  a f t e r  t h e  a d d i t i o n  o f  t h e

2 4  r e t i r e m e n t  i n c e n t i v e  u n d e r  t h i s  s e c t i o n  a n d  t h e  a m o u n t  t h e  p a r -

2 5  t i c i p a n t  w o u l d  h a v e  r e c e i v e d  w i t h o u t  t h e  i n c e n t i v e ,  l e s s  t h e

2 6  a m o u n t  t h e  p a r t i c i p a n t  h a s  p a i d  o n  t h e  i n d e b t e d n e s s  d e t e r m i n e d

2 7  u n d e r  ( e )  o r  ( f )  o f  t h i s  s e c t i o n ;  a n d

2 8  ( i i )  a n  a p p r o p r i a t e  s h a r e  o f  t h e  a d m i n i s t r a t i v e  c o s t s

2 9  o f  t h e  p r o g r a m ;  a n d
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1 ( 11 )  p r o v i d e s  t h a t  c o n t r i b u t i o n s  f r o m  t h e  e m p l o y e r  u n d e r

2  t h i s  s e c t i o n  t a k e  p r i o r i t y  o v e r  o t h e r  o b l i g a t i o n s  o f  t h e  e m p l o y e r  t o

3 t h e  m a x i m u m  e x t e n t  p e r m i t t e d  b y  l a w .

4  ( e )  A m e m b e r  o f  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m  w h o  p a r t i c i p a t e s  i n

5 t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  i s  i n d e b t e d  t o  t h e  s y s t e m .  T h e  a m o u n t  o f

6  i n d e b t e d n e s s  i s  e q u a l  t o  2 1  p e r c e n t  o f  t h e  m e m b e r ' s  a c t u a l  c o m p e n s a t i o n  f o r

7 t h e  s c h o o l  y e a r ,  o r  t h e  c a l c u l a t e d  s c h o o l  y e a r  c o m p e n s a t i o n  f o r  a  m e m b e r

8  w h o  w o r k s  l e s s  t h a n  t h e  e n t i r e  s c h o o l  y e a r ,  f o r  t h e  s c h o o l  y e a r  i n  w h i c h

9  t h e  m e m b e r  t e r m i n a t e s  e m p l o y m e n t  t o  p a r t i c i p a t e  i n  t h e  p r o g r a m .  A n  o u t -

1 0  s t a n d i n g  i n d e b t e d n e s s  a t  t h e  t i m e  a  p a r t i c i p a n t  i s  a p p o i n t e d  t o  r e t i r e m e n t

1 1  w i l l  r e q u i r e  a n  a c t u a r i a l  a d j u s t m e n t  t o  t h e  b e n e f i t s  p a y a b l e .

1 2  ( f )  A m e m b e r  o f  t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m  w h o  p a r t i c i -

1 3  p a t e s  i n  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  i s  i n d e b t e d  t o  t h e  s y s t e m .  T h e

1 4  a m o u n t  o f  i n d e b t e d n e s s  i s  e q u a l  t o  2 2 - 1 / 2  p e r c e n t  f o r  a  p e a c e  o f f i c e r  o r

1 5  f i r e m a n ,  a n d  2 0 - 1 / 4  p e r c e n t  f o r  o t h e r  m e m b e r s ,  o f  t h e  m e m b e r ' s  a c t u a l

1 6  a n n u a l  c o m p e n s a t i o n ,  o r  t h e  c a l c u l a t e d  a n n u a l  c o m p e n s a t i o n  f o r  a  m e m b e r  w h o

1 7  w o r k s  f e w e r  t h a n  1 2  m o n t h s ,  f o r  t h e  y e a r  i n  w h i c h  t h e  m e m b e r  t e r m i n a t e s

1 8  e m p l o y m e n t  t o  p a r t i c i p a t e  i n  t h e  p r o g r a m .  A n  o u t s t a n d i n g  i n d e b t e d n e s s  a t

1 9  t h e  t i m e  a  p a r t i c i p a n t  i s  a p p o i n t e d  t o  r e t i i ' e m e n t  w i l l  r e q u i r e  a n  a c t u a r i a l

2 0  a d j u s t m e n t  t o  t h e  b e n e f i t s  p a y a b l e .

2 1  ( g )  A p a r t i c i p a n t  i n  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  r e c e i v e s  a

2 2  c r e d i t  o f  t h r e e  y e a r s .  T h e  t h r e e  y e a r s  m u s t  b e  a p p l i e d  i n  t h e  f o l l o w i n g

2 3  o r d e r  u n t i l  e x h a u s t e d :

2 4  ( 1 )  t o  m e e t  t h e  a g e  o r  s e r v i c e  r e q u i r e d  f o r  e l i g i b i l i t y  f o r

2 5  n o r m a l  r e t i r e m e n t  u n d e r  AS 1 4 . 2 5 . 1 1 0  o r  AS 3 9 . 3 5 . 3 7 0 ,  a s  a p p r o p r i a t e ;

2 6  ( 2 )  t o  m e e t  t h e  a g e  r e q u i r e d  f o r  e a r l y  r e t i r e m e n t  u n d e r  AS  1 4 . -

2 7  2 5 . 1 1 0  o r  AS 3 9 . 3 5 . 3 7 0 ,  a s  a p p r o p r i a t e ;

2 8  ( 3 )  t o  r e d u c e  t h e  a c t u a r i a l  a d j u s t m e n t  r e q u i r e d  f o r  e a r l y  r e -

2 9  t i r e m e n t  u n d e r  AS 1 4  2 5 . 1 1 0  o r  AS  3 9 . 3 5 . 3 7 0 ,  a s  a p p r o p r i a t e ;
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1 ( 4 )  a s  y e a r s  o f  c r e d i t e d  s e r v i c e  f o r  c a l c u l a t i n g  r e t i r e m e n t

2  b e n e f i t s .

3  ( h )  E x c e p t  a s  p r o v i d e d  i n  s e c .  7  o f  t h i s  A c t ,  i n  t h e  d e t e r m i n a t i o n  o f

4  w h e t h e r  a  m e m b e r  w i l l  q u a l i f y  t o  r e t i r e  u n d e r  t h i s  s e c t i o n ,  c r e d i t e d  s e r -

5  v i c e  m a y  i n c l u d e  o n l y ,

6  ( 1 )  f o r  m e m b e r s  o f  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m ,  s e r v i c e

7  c r e d i t  f o r  e m p l o y m e n t  r e n d e r e d  t o  a n  e m p l o y e r ,  t e r r i t o r i a l  s e r v i c e  u n d e r

fa AS 1 4 . 2 5 . 1 0 5 ,  o u t s i d e  s e r v i c e  a n d  m i l i t a r y  s e r v i c e  u n d e r  AS 1 4 . 2 5 . 0 6 0 ,  a n d

9  A l a s k a  B I A  s e r v i c e  u n d e r  AS 1 4 . 2 5 . 1 0 7 ;

1 0  ( 2 )  f o r  m e m b e r s  o f  t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m ,

1 1  s e r v i c e  c r e d i t  f o r  e m p l o y m e n t  r e n d e r e d  t o  a n  e m p l o y e r .

1 2  *  S e c .  3 .  AUTHORIZATION FOR S T A T E  E M P L O Y E E  R E T I R E M E N T  I N C E N T I V E .  ( a )

1 3  A s t a t e  a g e n c y  i s  a u t h o r i z e d  t o  a d o p t  a  r e t i r e m e n t  i n c e n t i v e  p l a n  f o r  i t s

1 4  e m p l o y e e s .  A p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n  s h a l l  p e r m i t  a  d e s i g n a t e  ’

1 5  e m p l o y e e  t o  a p p l y  t o  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  u n d e r  s e c .  2  o f  t h i s

1 6  A c t  o n l y  f r o m  S e p t e m b e r  3 0 ,  1 9 8 9 ,  t h r o u g h  M a r c h  3 1 ,  1 9 9 0 .

1 7  ( b )  T h e  p l a n  m a y  n o t  p e r m i t  a n  e m p l o y e e  w h o  i s  t h e  c o m m i s s i o n e r ,  a

1 8  d e p u t y  c o m m i s s i o n e r ,  o r  a s s i s t a n t  c o m m i s s i o n e r  o f  a  s t a t e  d e p a r t m e n t  t o

1 9  p a r t i c i p a t e .

2 0  ( c )  A p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n  m a y  o n l y  p e r m i t  p a r t i c i p a t i o n

2 1  b y  a n  e m p l o y e e  w h o  i s  o t h e r w i s e  q u a l i f i e d  a n d  w h o

2 2  ( 1 )  h a s  b e e n  c o n t i n u o u s l y  e m p l o y e d  b y  t h e  s t a t e  s i n c e

2 3  N o v e m b e r  1 ,  1 9 8 8 ;

2 4  ( 2 )  i s  a  p e r m a n e n t  s e a s o n a l  e m p l o y e e  c o n t i n u o u s l y  e m p l o y e d  b y

2 5  t h e  s t a t e  i n  t h e  p e r m a n e n t  s e a s o n a l  p o s i t i o n  d u r i n g  a l l  o f  t h e  t i m e  s i n c e

2 6  N o v e m b e r  1 ,  1 9 8 8 ,  i n  w h i c h  t h e  p o s i t i o n  n o r m a l l y  w a s  f i l l e d ;

2 7  ' 3 )  h a s  a  j o b  s h a r i n g  a g r e e m e n t  w i t h  a  s t a t e  a g e n c y  i n  w h i c h  t w o

2 8  o r  m o r e  e m p l o y e e s  s h a r t  a  s i n g l e  p o s i t i o n  i d e n t i f i e d  b y  a  s i n g l e  p o s i t i o n

2 9  c o n t r o l  n u m b e r  a n d  i n  w h i c h  t h e  e m p l o y e e  c h o o s i n g  t o  p a r t i c i p a t e  w a s
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1  c o n t i n u o u s l y  e m p l o y e d  b y  t h e  a g e n c y  d u r i n g  a l l  o f  t h e  t i m e  s i n c e

2  N o v e m b e r  1 ,  1 9 8 8 ,  i n  w h i c h  t h e  e m p l o y e e  n o r m a l l y  w o r k e d  u n d e r  t h e  j o b

3  s h a r i n g  a g r e e m e n t ;  o r

4  ( 4 )  m e e t s  a  c o m b i n a t i o n  o f  t h e  r e q u i r e m e n t s  o f  t h i s  s u b s e c t i o n .

5 ( d )  U n d e r  a  p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n ,  t h e  a d m i n i s t r a t o r  m a y

6  n o t  a c c e p t  t h e  a p p l i c a t i o n  o f  a n  e m p l o y e e  u n l e s s  t h e  e m p l o y e e  w i l l  b e

7  a p p o i n t e d  t o  r e t i r e m e n t  o n  o r  b e f o r e  N o v e m b e r  1 ,  1 9 9 0 .

8  ( e )  I n  t h i s  s e c t i o n  " s t a t e  a g e n c y "  d o e s  n o t  i n c l u d e  t h e  U n i v e r s i t y  o f

9  A l a s k a  o r  a n  e n t i t y  c o v e r e d  b y  s e c .  4  o f  t h i s  A c t .

1 0  *  S e c .  4 .  AUTHORIZATION FOR R E T I R E M E N T  I N C E N T I V E  FOR OTHER E M P L O Y E E S  I N

1 1  THE  P U B L I C  E M P L O Y E E S '  R E T I R E M E N T  S Y S T E M .  ( a )  T h e  g o v e r n i n g  b o d y  o f  a

1 2  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e  o r  a  p u b l i c  o r g a n i z a t i o n  t h a t  h a s  e l e c t -

1 3  e d  t o  p a r t i c i p a t e  i n  t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m  u n d e r  AS 3 9 . -

1 4  3 5 . 5 5 0  -  3 9 . 3 5 . 6 5 0  i s  a u t h o r i z e d  t o  a d o p t  a  r e t i r e m e n t  i n c e n t i v e  p l a n  f o r

1 5  i t s  e m p l o y e e s  u n d e r  s e c .  2  o f  t h i s  A c t .  A p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n

1 6  s h a l l  p e r m i t  d e s i g n a t e d  e m p l o y e e s  t o  a p p l y  t o  t h e  r e t i r e m e n t  i n c e n t i v e  

1 ;  p r o g r a m  u n d e r  s e c .  2  o f  t h i s  A c t  f r o m  S e p t e m b e r  3 0 ,  1 9 8 9 ,  t h r o u g h  M a r c h  3 1 ,

1 8  1 9 9 0 .

1 9  ( b )  U n d e r  a  p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n ,  t h e  a d m i n i s t r a t o r  m a y

2 0  n o t  a c c e p t  t h e  a p p l i c a t i o n  o f  a n  e m p l o y e e  u n l e s s  t h e  e m p l o y e e  w i l l  b e

2 1  a p p o i n t e d  t o  r e t i r e m e n t  o n  o r  b e f o r e  N o v e m b e r  1 ,  1 9 9 0 .

2 2  *  S e c .  5 .  AUTHORIZATION FOR R E T I R E M E N T  I N C E N T I V E  FOR THE  E M P L O Y E E S  OF

2 3  THE  U N I V E R S I T Y  OF A L A S K A .  ( a )  T h e  B o a r d  o f  R e g e n t s  o f  t h e  U n i v e r s i t y  o f

2 4  A l a s k a  i s  a u c h o r i z e d  t o  a d o p t  a  r e t i r e m e n t  i n c e n t i v e  p l a n  f o r  i t s  e m p l o y -

2 5  e e s .  A p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n  s h a l l  p e r m i t  d e s i g n a t e d  e m p l o y e e s

2 6  t o  a p p l y  t o  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  u n d e r  s e c .  2  o f  t h i s  A c t  f r o m

2 7  J u n e  3 0 ,  1 9 8 9 ,  t h r o u g h  D e c e m b e r  3 1 ,  1 9 8 9 .

2 8  ( b )  U n d e r  a  p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n ,  t h e  a d m i n i s t r a t o r  m a y

2 9  n o t  a c c e p t  t h e  a p p l i c a t i o n  o f  a n  e m p l o y e e  u n l e s s  t h e  e m p l o y e e  w i l l  b e
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a p p o i n t e d  t o  r e t i r e m e n t  o n  o r  b e f o r e  A u g u s t  1 ,  1 9 9 0 .

*  S e c .  6 .  AUTHORIZATION FOR R E T I R E M E N T  I N C E N T I V E  FOR OTHER E M P L O Y E E S  I N  

THE  T E A C H E R S '  R E T I R E M E N T  S Y S T E M .  ( a )  A n  e m p l o y e r  u n d e r  t h e  t e a c h e r s ’ 

r e t i r e m e n t  s y s t e m  w h o  i s  n o t  o t h e r w i s e  c o v e r e d  b y  s e c s .  3  o r  5  o f  t h i s  A c t  

i s  a u t h o r i z e d  t o  a d o p t  a  r e t i r e m e n t  i n c e n t i v e  p l a n  f o r  i t s  e m p l o y e e s  u n d e r  

s e c .  2  o f  t h i s  A c t .  A p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n  s h a l l  p e r m i t  d e s ­

i g n a t e d  e m p l o y e e s  t o  a p p l y  t o  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  u n d e r  s e c .  2  

o f  t h i s  A c t  o n l y  f r o m  J u n e  3 0 ,  1 9 8 9 ,  t h r o u g h  D e c e m b e r  3 1 ,  1 9 8 9 .

( b )  U n d e r  a  p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n ,  t h e  a d m i n i s t r a t o r  m a y  

n o t  a c c e p t  t h e  a p p l i c a t i o n  o f  a n  e m p l o y e e  u n l e s s  t h e  e m p l o y e e  w i l l  b e  

a p p o i n t e d  t o  r e t i r e m e n t  o n  o r  b e f o r e  A u g u s t  1 ,  1 9 9 0 .

*  S e c .  7 .  P O L I T I C A L  S U B D I V I S I O N  OR P U B L I C  ORGANIZATION EMPLOYMENT.  

N o t w i t h s t a n d i n g  o t h e r  p r o v i s i o n s  o f  l a w ,  a  v e s t e d  m e m b e r  w h o  i s  a  s t a t e  

e m p l o y e e  a n d  i s  p a r t i c i p a t i n g  i n  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  m a y  

r e c e i v e  c r e d i t  f o r  e m p l o y m e n t  w i t h  a  p o l i t i c a l  s u b d i v i s i o n  o r  p u b l i c  o r g a ­

n i z a t i o n  b e f o r e  t h e  p o l i t i c a l  s u b d i v i s i o n  o r  o r g a n i s a t i o n  b e c a m e  a n  e m ­

p l o y e r  u n d e r  t h e  s y s t e m  f o r  p u r p o s e s  o f  d e t e r m i n i n g  e l i g i b i l i t y  f o r  r e t i r e ­

m e n t  u n d e r  AS  1 4 . 2 5 . 1 1 0  o r  AS 3 9 . 3 5 . 3 7 0 ,  a s  a p p r o p r i a t e .  T h e  m e m b e r  m a y  

n o t  r e c e i v e  c r e d i t  f o r  t h o s e  y e a r s  u n d e r  t h i s  s u b s e c t i o n  f o r  p u r p o s e s  o f  

d e t e r m i n i n g  b e n e f i t s .  I n  o r d e r  f o r  a  s t a t e  e m p l o y e e  t o  r e c e i v e  c r e d i t  

u n d e r  t h i s  s u b s e c t i o n ,  t h e  e m p l o y e e ’ s  p a r t i c i p a t i o n  i n  t h e  p r o g r a m  m u s t  

c o n t r i b u t e  t o  t h e  o v e r a l l  c o s t  s a v i n g s  o f  t h e  a g e n c y .

*  S e c .  8 .  RECOVERY OF EM P LO YE R  D E L I N Q U E N C I E S .  T o  r e c o v e r  a  d e l i n q u e n c y  

o w e d  b y  a n  e m p l o y e r  o t h e r  t h a n  t h e  s t a t e  u n d e r  a n  a g r e e m e n t  e n t e r e d  u n d e r  

s e c .  2 ( d ) ( 2 )  o f  t h i s  A c t ,  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  m a y

( 1 )  b r i n g  a n  a c t i o n  a g a i n s t  t h e  e m p l o y e r ;  o r

( 2 )  d i r e c t  t h a t  t h e  a m o u n t  o f  t h e  d e l i n q u e n c y  o r  a  l e s s e r  a m o u n t  

b e  w i t h h e l d  f r o m  a n y  m o n e y  p a y a b l e  t o  t h e  e m p l o y e r  b y  a  s t a t e  d e p a r t m e n t  o r  

a g e n c y  a n d  t h a t  t h e  a m o u n t  w i t h h e l d  b e  c r e d i t e d  t o  t h e  d e l i n q u e n c y .
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1 *  S e c .  9 .  RE EMPLOYMENT I N D E B T E D N E S S  AND REEMPLOYMENT P R O H I B I T I O N .  ( a )

2  I f  a  p a r t i c i p a n t  i n  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  i s  r e e m p l o y e d  a s  a

3 m e m b e r  o f  t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m  u n d e r  AS 3 9 . 3 5  o r  t h e

4  t e a c h e r s '  r e t i r e m e n t  s y s t e m  u n d e r  AS  1 4 . 2 5  a f t e r  a p p o i n t m e n t  t o  r e t i r e m e n t

5  u n d e r  t h e  p r o g r a m ,  t h e  p a r t i c i p a n t  l o s e s  t h e  i n c e n t i v e  c r e d i t  r e c e i v e d

6  u n d e r  s e c .  2 ( g )  o f  t h i s  A c t  a n d  i s  i n d e b t e d  t o  t h e  s y s t e m .  T h e  a m o u n t  o f

7 t h e  i n d e b t e d n e s s  i s  e q u a l  t o  1 1 0  p e r c e n t  o f  t h e  a m o u n t  t h e  p a r t i c i p a n t

8  r e c e i v e d  a s  a  r e s u l t  o f  p a r t i c i p a t i o n  i n  t h e  p r o g r a m  t o  w h i c h  t h e  p a r t i c i -

9  p a n t  w a s  n o t  o t h e r w i s e  e n t i t l e d ,  i n c l u d i n g  t h e  c o s t  o f  h e a l t h  i n s u r a n c e .

1 0  T h e  p a r t i c i p a n t  i s  e n t i t l e d  t o  a  c r e d i t  t o  b e  a p p l i e d  a g a i n s t  t h e  r e e m p l o y -

1 1  m e n t  i n d e b t e d n e s s  i n  t h e  a m o u n t  t h e  p a r t i c i p a n t  h a s  p a i d  u n d e r  s e c .  2 ( e )  o r

1 2  ( f )  o f  t h i s  A c t .  I n t e r e s t  a c c r u e s  o n  t h e  i n d e b t e d n e s s  a t  t h e  r a t e  e s t a b -

1 3  l i s h e d  b y  r e g u l a t i o n  f r o m  t h e  d a t e  o f  r e e m p l o y m e n t  u n t i l  t h e  m e m b e r  i s  a p -

1 4  p o i n t e d  t o  r e t i r e m e n t  a n d  a c c e p t s  a n  a c t u a r i a l  a d j u s t m e n t  t o  t h e  m e m b e r ' s

1 5  f u t u r e  b e n e f i t s  o r  u n t i l  t h e  a m o u n t  i s  p a i d  i n  f u l l .

1 6  ( b )  F o r  o n e  y e a r  a f t e r  t h e  d a t e  o n  w h i c h  a n  e m p l o y e e  w h o  p a r t i c i p a t e d

1 7  i n  t h e  p r o g r a m  r e t i r e d ,  t h e  p a r t i c i p a n t  m a y  n o t  b e  e m p l o y e d  b y  o r  e n t e r

1 8  i n t o  a  c o n t r a c t  f o r  p e r s o n a l  s e r v i c e s  w i t h  a  s t a t e  d e p a r t m e n t  o r  a g e n c y

1 9  o t h e r  t h a n  a  p e r s o n a l  s e r v i c e s  c o n t r a c t  w i t h  t h e  U n i v e r s i t y  o f  A l a s k a .

2 0  T h i s  s u b s e c t i o n  d o e s  n o t  p r o h i b i t  t h e  u n i v e r s i t y  f r o m  e n t e r i n g  i n t o  a

2 1  p e r s o n a l  s e r v i c e s  c o n t r a c t  w i t h  a n  e m p l o y e e  w h o  h a s  p a r t i c i p a t e d  i n  t h e

2 2  p r o g r a m  d u r i n g  t h e  y e a r  i m m e d i a t e l y  f o l l o w i n g  t h e  e m p l o y e e ' s  r e t i r e m e n t .

2 3  *  S e c .  1 0 .  O F F I C E  OF MANAGEMENT AND B U D G E T .  W h e n  d e s i g n a t i n g  a n  o r g a -

2 4  n i z a t i o n a l  u n i t  f o r  p a r t i c i p a t i o n  i n  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m ,  t h e

2 5  e x e c u t i v e  h e a d  o f  a  s t a t e  a g e n c y  s h a l l  d e s c r i b e  i n  d e t a i l  t h e  e x p e c t e d

2 6  e f f e c t  o f  t h e  p r o g r a m  o n  t h e  a g e n c y ' s  p e r s o n a l  s e r v i c e s  c o s t  a n d  o p e r a t i o n .

2 7  T h i s  r e p o r t  s h a l l  b e  f i l e d  w i t h  t h e  o f f i c e  o f  m a n a g e m e n t  a n d  b u d g e t .  F o r

2 8  e a c h  e m p l o y e e  w h o  w i l l  r e c e i v e  c r e d i t  f o r  e m p l o y m e n t  u n d e r  s e c .  7  o f  t h i s

2 9  A c t ,  t h e  a g e n c y  h e a d  s h a l l  e s t a b l i s h  t o  t h e  s a t i s f a c t i o n  o f  t h e  o f f i c e  t h a t
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1 t h e  p r o p o s e d  p a r t i c i p a t i o n  c o n t r i b u t e s  t o  t h e  o v e r a l l  a g e n c y  c o s t  s a v i n g s .

2  T h e  a g e n c y  s h a l l  r e p o r t  a s  r e q u i r e d  b y  t h e  o f f i c e  o f  m a n a g e m e n t  a n d  b u d g e t

3  o n  t h e  c o s t  o f  e a c h  m e m b e r ' s  p a r t i c i p a t i o n  a n d  t h e  e f f e c t  o n  t h e  a g e n c y ' s

4  p e r s o n a l  s e r v i c e s  c o s t  a n d  o p e r a t i o n .  T h e  o f f i c e  o f  m a n a g e m e n t  a n d  b u d g e t

5  s h a l l  s u b m i t  t o  t h e  l e g i s l a t u r e  a n n u a l  r e p o r t s  o n  t h e  r e t i r e m e n t  i n c e n t i v e

6  p r o g r a m  b e g i n n i n g  o n  J a n u a r y  1 5 ,  1 9 9 1 ,  a n d  c o n t i n u i n g  t h r o u g h  J a n u a r y  1 5 ,

7  1 9 9 3 ,  a n d  s h a l l  s u b m i t  a  f i n a l  r e p o r t  o n  J a n u a r y  1 5 ,  1 9 9 4 .  E a c h  r e p o r t

8  s h a l l  p r o v i d e  t h e  i n f o r m a t i o n  n e c e s s a r y  f o r  t h e  l e g i s l a t u r e  t o  e v a l u a t e  t h e

9  e f f e c t i v e n e s s  o f  t h e  p r o g r a m  i n  a c h i e v i n g  i t s  o b j e c t i v e s .  T h e  r e p o r t

1 0  s h o u l d  i n c l u d e  i n f o r m a t i o n  o n  t h e  d e s i g n a t e d  o r g a n i z a t i o n a l  u n i t s  u n d e r  t h e

1 1  r e t i r e m e n t  i n c e n t i v e  p l a n s  i n c l u d i n g  t h e  c o s t  o f  t h e  r e t i r e m e n t  i n c e n t i v e

1 2  p r o g r a m  p e r  p a r t i c i p a n t ,  t h e  c o s t  t o  t h e  s t a t e ,  t h e  c o s t  t o  t h e  e m p l o y e e ,

1 3  t h e  a n n u a l  b u d g e t e d  a m o u n t  b y  a g e n c y  f o r  t h e  r e t i r e m e n t  i n c e n t i v e ,  a n d  t h e

1 4  p r o j e c t e d  o r  a c t u a l  n e t  s a v i n g s  o v e r  t h e  t h r e e - y e a r  p e r i o d .

1 5  *  S e c .  1 1 .  PROGRAM CHANGES .  A n  e m p l o y e e  d o e s  n o t  h a v e  a  v e s t e d  o r

1 6  c o n t r a c t u a l  r i g h t  t o  a n y  b e n e f i t  u n d e r  t h i s  A c t  u n t i l  a n  a g r e e m e n t  i s

1 7  e x e c u t e d  w i t h  t h e  a d m i n i s t r a t o r  t h a t  p e r m i t s  t h e  b e n e f i t s  t o  b e  o f f e r e d  t o

1 8  a n  o r g a n i z a t i o n a l  u n i t  o f  w h i c h  t h e  e m p l o y e e  i s  a  m e m b e r .  T h e  l e g i s l a t u r e

1 9  r e s e r v e s  t h e  r i g h t  t o  c h a n g e  a n y  a s p e c t  o f  t h e  i n c e n t i v e  p r o g r a m  a s  i t

2 0  r e l a t e s  t o  m e m b e r s  o f  o r g a n i z a t i o n a l  u n i t s  f o r  w h i c h  p a r t i c i p a t i o n  a g r e e -

2 1  m e n t s  a r e  e x e c u t e d  b y  t h e  a d m i n i s t r a t o r  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h e

2 2  c h a n g e s .

2 3  *  S e c .  1 2 .  T I M E L Y  A P P L I C A T I O N .  A m e m b e r  w h o  i s  e l i g i b l e  u n d e r  s e c s .

2 4  2  -  7  o f  t h i s  A c t  a n d  w h o  h a s  s u b m i t t e d  a  t i m e l y  a p p l i c a t i o n  f o r  p a r t i c i p a -

2 5  t i o n  i n  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  m a y  b e  c o n s i d e r e d  f o r  p a r t i c i p a -

2 6  t i o n  i n  t h e  p r o g r a m  n o t w i t h s t a n d i n g  s e c .  1 4  o f  t h i s  A c t .

2 7  *  S e c .  1 3 .  D E F I N I T I O N S .  T h e  d e f i n i t i o n s  s e t  o u t  i n  AS  1 4 . 2 5 . 2 2 0  a p p l y

2 8  t o  t h i s  A c t  f o r  m e m b e r s  o f  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m .  T h e  d e f i n i -

2 9  t i o n s  s e t  o u t  i n  AS 3 9 . 3 5 . 6 8 0  a p p l y  t o  t h i s  A c t  f o r  m e m b e r s  o f  t h e  p u b l i c
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1 e m p l o y e e s '  r e t i r e m e n t  s y s t e m .

2  *  S e c .  1 4 .  S e c t i o n s  1 -  7  o f  t h i s  A c t  a r e  r e p e a l e d  J u l y  1 ,  1 9 9 1 .

3  *  S e c .  1 5 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS  0 1 . 1 0 . 0 7 0 ( c )

i
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3 U t m 8

S t a t e m e n t

F rom : Bernard Gary Johnson* State Employee

Subject: Proposed Amendment to the Retirement Incentive Program,
Chapter 89, SLA 89, Section 7.

Mr. Chairman and members o f the committee:

Thank you fo r the opportunity to comment nn Chapter 89, SLA 89, Sectiuu 
7 .

My comments w ill primarily be on the matter o f the interpretation o f 
Section 7 and the need fo r an amendment to clarify the meaning o f the 
section.

I  have worked fo r  20 years as a state employee. Two and one-half o f
those years, however, were with a state public organization before that
organization became a member o f the Public Employees Retirement System 
in 1982.

The main issue is whether the "credit" under Section 7 is the same "credit” 
fo r eligibility under the age or service criteria that is specifically spelled 
out under Section 2(g ). Following is the text o f Section 2(g ):

' ( g )  A p a r t i c i p a n t  l a  eh * r e t i r e m e n t  in c e n t i v e  p rog ram  r e c e iv e *  *
7 3 1 c r e d i t  p f  c h r« e  y « * r a .  The t h r e e  y e a r *  m ust be a p p lie d  l t l  e h *  fo l lo w in g  
?a:. o r d e r  u n t i l  e x h a u s te d :
t*

O )  Co m eet th e  ag e  o r  e e r v i e *  r e q u i r e d  f o r  e l i g i b i l i t y  f o r  
» !• n o rm a l r e t i r e m e n t  u n d e r  AS 1 4 . 2 5 .1 1 0  o r  AS 3 9 . 2 5 . 3 7 0 ,  aa  a p p r o p r ia t e ,
J*11 ( 2 )  t o  mcec th e  age r e q u i r e d  f o r  e a r ly  r e t i r e m e n t  u n d e r AS 1 4 .- .
j j i |  2 5 .1 1 0  o r  AS 3 9 , 3 5 . 3 7 0 ,  a p p r o p r i a t e ,
!

J li j ( 3 )  t o  re d u c e  th e  a c t u a r i a l  a d ju s tm e n t  r e q u i r e d  f o r  e a r ly  r e -
j j j jc i r e m e n t  u n d e r  AS H . 2 5 .1 1 0  o r  AS 3 9 . 3 5 . 3 7 0 ,  a« A p p r o p r ia t e ,

'I (*) ** ye*T»  o f  c r e d i t e d  e e r v i c e  f o r  c a lc u la t i n g  r e t i r e m e n t
} b e n e f i t * .

T o :  T h e  H o u s e  State Affairs C o m m i t t e e

As can be seen, Section 2(g ) very clearly defines the credit as applying to 
meet the age or service required fo r eligibility fo r retirement.



Section 7 V which is also directly under the Retirement Incentive Program 
statute, also refers to ''credit". This credit is for employment with a public 
organization before the public organization, became an employer under the 
system. Following is the text o f Section 7.

*  8 * c .  7 .  POLITICAL SUBD IV IS ION  OR PUBLIC ORGANIZATION EMPLOYMENT. 
N o t v lt h i t a n d in g  o t h e r  p r o v i s i o n *  o f  la w , a  v e t t e d  w eake r who I t  t  a t t t e  
em p loye#  ■ end l e  p a r t i c i p a t i n g  in  th e  r e c lr e a a n c  in c e n t i v e  p rog ram  way 
r e c e i v e  c r e d i t  f o r  em ploym ent w i th  a  p o l i t i c a l  l u b d l v l i l o n  o r  p u b l i c  o r g e -  
n i t a t i o u  b e f o r e  th e  p o l i t i c a l  s u b d lv ia io n  o r  o r g e n ie e t i o n  becmae en em­
p lo y e r  u n d e r  th e  aya tam  f o r  p u rp o t e e  o f  d e re rm in in g  e l i g i b i l i t y  f o r  r e t i r e ­
m ent u n d e r AS 1 4 ,2 3 .1 1 0  o r  AS 3 9 . 3 S . 3 7 0 ,  as a p p r o p r i a t e .  The member may 
n o t  r e c e i v e  c r e d i t  f o r  th o» e  y e a r *  vo ide r t h l *  e u b n c t i o n  f o r  p u rp o e e e  o f  
d e te rm in in g  b e n e f i t * .  In  o r d e r  f o r  e  e t i t e  e o p lo jre e  t o  r e c e iv e  c r e d i t  
u n d e r t h l e  e u b f t c t l a n ,  t h e  e m p lo y e e 1* p a r t i c i p a t i o n  I n  t h e  p rog ram  o u e t  
c o n t r i b u t e  t o  th e  o v e r a l l  t o o t  s a v in g s  o f  th e  a g en cy .

Section 7 refers to "credit" as it does in Section 2(g ), but it is not 
specifically spelled out in Section 7. Clearly, however, the reference to 
"credit" under Section 7 under the chapter specifically entitled Retirem ent 
Incentiye- Program should be the same "orcdit" that is specifically spelled 
out in the legislation under Section 2(g ),

Age and service credit are not ordinarily combined, but the Retirement 
Incentive Program provides fo r the exception to other statutes. Section 7 
itse lf begins by saying "Notwithstanding other provisions o f law 
Senator Jim Duncan also agrees with my interpretation in the context o f 
the R IP  legislation. The Division o f Retirement and Benefits is saying that 
the credit under Section 7 applies only to credit fo r service and not to 
credit fo r eligibility by age. They are referring to other retirement statutes, 
however, that are not under the current Retirement Incentive Program.

I f  you agree with my interpretation and that o f Senator Duncan’s, an 
amendment to Section 7 should be nothing more than a housekeeping 
change. There w ill be no fiscal impact because any credit received under 
this section must contribute to the cost savings o f the agency.



Following is a proposed draft amendment to Chapter 89, SLA 89, Section 7.

Section 7, ch 89, SLA 1989, is amended to read:
* Sec 7. POLITICAL SUBDIVISION OR PUBLIC ORGANIZATION EMPLOYMENT. 

la l Notwithstanding other provisions oflaw, a vested member who is a state employee and 
is participating in the retirement incentive program may receive credit for employment 

with a  political subdivision or public organization before the political subdivision or 

organization became an employer under the system fo? the purpose of determining 
eligibility for retirement [UNDER AS 14.25.110 OR AS 39.35.370, AS APPROPRIATE], 
The.credit-must be applied in the following order until exhausted:

 CD—to meeUhfi age or sgmse-uiiquired for.eligibility for-JiQnnaLrfitirement undar
AS 14.25. llQ.or. AS 39..35.370. as appropriate:
 ______12) to-maetJhe age required for earlv retirement.under. AS 14.25.110 or AS

39.35,370^ag.apflrgpria,to
--------- 13} to rednce_the actuarial.adiustment repaired for enrlv retirement under AS
34.25.110 or AS 39,35.370. as Appropriate.

fb) The member may not receive credit for those years under this subsection as years of 

credited _servica_ for__calculating, retirem ent benefits. [FOR PURPOSES OF 
DETERMINING BENEFITS.]

i’cl In order for a state employee to receive credit under this subsection, the employee's 
participation in the program must contribute to the overall cost savings of the agency,

The only change to Section 7 is the addition o f wording directly from 
Section 2(g) which makes the credit very dear. It is possible, however, 
that the amendment could be made even shorter by simply covering it in 
the definitions section o f the retirement statutes.

Thank you very much fo r your consideration o f this issue. I appieciate 
this opportunity. I  would be happy to answer any questions that I can.
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