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STATE OF ALASKA
1990 LEGISLATIVE SESSION

FISCAL NOTE
REQUEST:________________________

Revis ion Date:_________________
T i t l e : An Act relating to estimated 

benefit payments and penalties for*

Sponsor: Senator Duncan____________

Requestor:______________________
*de1ay in timely payments in the TRS/PERS systems.

EXPENDITURES/REVENUES: (Thousands o f  Dol lars)
o p e r a t i n g FY 91 FY 92 FY 93 FY 94 F y T 5" T T W

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND 4 STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS

2 . 387.6 111.5 1 1 1 . 5 1 1 1 . 5 1 1 1 . 5 1 1 1 . 5
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 2, 387.6 111.5 1 1 1 . 5 1 1 1 . 5 1 1 1 . 5 1 1 1 . 5

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands o f  Doll ars)
GENERAL FUND 2 . 387.6 1 1 1 . 5 1 1 1 . 5 1 1 1 . 5 1 1 1 . 5 1 1 1 . 5
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 2 . 387.6 1 1 1 . 5 1 1 1 . 5 1 1 1 . 5 1 1 1 . 5 1 1 1 . 5

POSITIONS:
FULL-TIME 0 1 1 1 1 1

PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
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BRU: Finance_______________________
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CONTINUATION OF FISCAL NOTE ANALYSIS
For SB 474

The b i l l  provides for  a payment o f  752 of  the est imated b ene f i t  to the r e t i r e e  
of  the Teachers'  Retirement System or the Public Employees' Retirement System.  
I t  a l so  includes a penal ty to the employer of  $100 per day. The payment of  
752 of  the est imated bene f i t  and penal ty begins 30 days a f t e r  the f i r s t  pay 
period b e n e f i t s  accrue.  To rece ive  payment the delay must be caused by 
f a i l u r e  o f  the employer to supply or v e r i f y  employment information about the 
member.

The f inancia l  consequences of  t h i s  l e g i s l a t i o n  could be s i g n i f i c a n t .  During 
periods o f  normal ret irement ,  employment v e r i f i c a t i o n  i s  completed within 30 
days for  802 o f  the appl i cant s .  Another 172 are completed within 60 days,  
with the remainder being d i f f i c u l t  to  research and normally completed within a 
90 day period.  Even though we have s i g n i f i c a n t l y  streamlined the process for  
employees without  breaks in s e r v i c e ,  many employees can take a number of  hours 
o f  research.

Ver i f i ca t i on  o f  employment involves  a de ta i l ed  ana l ys i s  o f  employment h i s tory  
to determine length o f  serv i c e  and any periods o f  cleave without pay and breaks 
in s erv i c e .  Employment h i s tory  records are only av a i l ab l e  in the form of  
microf iche and paper f i l e s ,  many o f  which must be re tr i eved from archives .
Once the records are re tr i eved ,  the ana l ys i s  must be performed. Frequently
the information required i s  not readi ly  apparent in the documentation 
av a i l ab l e  and must be ca l cu la ted .  Adding a f u l l - t i m e  pos i t i on  to work on 
v e r i f i c a t i o n s  would reduce the time required for  processing as t h i s  task i s  
present ly  normally performed by employees when they are not working on 
p a y r o l l .

Cost Analysis  FY 92 -  FY 95

One Accounting Technician II $ 39.0
Penalty Pay f o r  52 Ret irees  

for  60 days 72.5

Total Estimated Cost $111.5

With the Retirement Incent ive Program the number o f  r e t i r e e s  soar ,  and we can 
not process t i me l y .  Trad i t i ona l ly  ret irement incent ive  programs have been 
very popular with a high number o f  employees p ar t i c i pa t i n g .  This consequently  
creates  a backlog in the v e r i f i c a t i o n  process .

Present ly the Div i s ion  o f  Finance i s  es t imating as many as 1,200 employees may 
r e t i r e  under the proposed Retirement Incent ive Program in FY 91. The d iv i s io n  
i s  budgeting four nonpermanent p os i t i o n s  to work ret irement v e r i f i c a t i o n s  
during t h i s  period with the p o s s i b i l i t y  o f  adding an addi t ional  three  
pos i t i ons  i f  the program i s  expanded. During t h i s  time period,  we est imate  
that  retirement employment v e r i f i c a t i o n  wi l l  be completed within 30 days for  
25% of  the a p pl i c a nt s .  Another 602 are completed within 60 days with the  
remainder being the most d i f f i c u l t  to research and normally completed within a 
90-day period.  A few cases  wi l l  exceed 90 days.  To add any more pos i t ions  
to work on v e r i f i c a t i o n s  during the RIP timeframe would not s i g n i f i c a n t l y  
reduce the time required for process ing .  Additional  employees would be 
standing in l i n e  to use the resources and equipment av a i l ab l e .



CONTINUATION OF FISCAL NOTE ANALYSIS
For SB 474

A survey o f  the Social  Secur i ty  Administration and other western s t a t e s  
indi cate  that  the State  o f  Alaska timeframe from appl i ca t ion  for  ret irement  to 
rece iv ing  compensation i s  approximately the same amount o f  t ime.  The survey 
a l so  indicated  that  some respondents require that  the appl icant  apply for  
be ne f i t s  and prove e l i g i b i l i t y  wel l  in advance o f  ret irement .

There i s  another potent ia l  problem. I f  large groups o f  employees r e t i r e  at  
the same t ime,  e i t he r  knowingly or unknowingly they cr eate  a workload beyond 
an employer's  a b i l i t y  to respond.  I t  may th e r e for e ,  be necessary to o v e r s t a f f  
the payrol l  s ec t i on  in order to be prepared for  t h i s  ev en t ua l i t y .

The e f f e c t  o f  a $100 a day penal ty to the State  in 1991 f o r  l a t e  ret irement  
v e r i f i c a t i o n s  i s  summed up in the fo l lowing t a b l e .

V e r i f i c a t i on
Requests

Number o f  r e t i r e e v e r i f i c a t i o n s  processed per period.
Less than 

30 Days 
( . 2 5 )

30 to 
60 Days 

( . 60)

fd to  
90 Days 

( . 10)

Over 
90 Days 

( . 05 )

Verf i cat ions  
Processed  

Late

JUL 50 12 30 5 3 38
AUG 60 15 36 6 3 45
SEP 150 37 90 15 8 113
OCT 300 75 180 30 15 225
NOV 550 137 330 55 28 413
DEC 50 12 30 5 3 38
JAN 20 5 12 2 1 15
FEB 20 5 12 2 1 15
MAR 20 5 12 2 1 15
APR 20 5 12 2 1 15
MAY 20 5 12 2 1 15
JUN 20 5 12 2 1 15

Total 1,280 318 768 128 66 962

Average number o f  days l a t e  16 46 76
Total app l i ca t i on  days l a t e  12,288 5,888 5,700

Cost a t  $100 per day $1 ,228 .8  $588.8 $570.0

Total es t imated penalty pay in FY 91 $2,387.6
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