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MEMORANDUM State of Alaska

All Administrative OATE: December 29, 1989
Service Directors

ALE NO £ rael31
TEEPLONE NO 465-3568
SUBJECT RIP

Division of Budget Review
Office of Management and Budget

Senator Jim Duncan is proposing legislation that would change
the ability of currently ineligible employees to participate in the
early retirement 1incentive program. Through his proposals,
employees would qualify if the cost of retirement would demonstrate
cost savings over a period of five years instead of three as is
currently required. Should employees still be unable to
demonstrate cost savings using the longer payback period, employees
would have the option of paying the difference to the state or of
accepting a reduced benefit in order to retire.

The new legislation does not propose any changes to the window
periods for eligibility determination. In order to be able to
rapidly certify eligibility based upon the new criteria, you are
requested to recalculate the replacement costs of all previously
ineligible employees over a five year period by simply extending
the previous calculations for an additional two years. This
information should be retained by the Administrative Services
division pending favorable consideration of the proposed
legislation. At such time as the legislation becomes enacted, all
employees will be certified eligible who otherwise qualify by
length of service and age. While, all employees will be eligible
some employees will need to make arrangements to reduce the excess
coat to the state through payment or a reduction in benefit.
Therefore, the information will need to be made i1mmediately
available to employees at such time as the legislation passes so
that employees will be able to make decisions about their own
participation prior to the close of the eligibility period, March
31, 1990.

Enclosure

QORI 0D



Sen. Pat Pourchot, Chairman

P.0.Box V
Sen. Jan Faiks, Vice Chairman State Capitol
Sen. Al Adams Juneau, Alaska 99811
Sen. Tim Kelly
Sen. Rick Uehling 907-465-3712
Senate State Affairs Committee

TO  Senate State Affairs Committee Members

FROM Senator Pat Pourchot
RE &d(&i%l Information for Monoay, 1/15/90 Committee Hearing

DATE January 13, 190

The following information is attached for your review:

Sectional Analysis of 8B 33

B 43

(S B 73 Which B 343 amends,

Review sheet of requirements and calculations for RIP.

February, 1989 RIP Status Report

Comparison sheets for one employee based on 3 year and 5 year calculations
TRS newsletter explaining RIP.

Please bring information to committee hearing.



Alaska State Legislature

Sen. Pat Pourchot, Chairman

Sen.Jan Faiks, Vice Chairman State Capitol
Sen. Al Adams Juneau, Alaska 99811

Sen. Tim Kelly
Sen, Rick Uehling 907-465-3712

Senate State Affairs Committee

MVIRANDM
TO Senate State Affairs Committee Marrbers

FRM  Senator Pat Pourchot
RE January 15, 1990 Committee Hearing
DAE  January 12, 1990
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FARBANKS NCRH STAR BIROUGH BAD (F EDLCATICN
Resolution 89-23
Opposing Early Retirement Incentive Programs
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MEMORANDUM

To All Directors/Executive Directors date; January 5, 190
ALEND:
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COMMITTEES:

Alaska 1”tate HegMature

Senator Jim Duncan Vice Crr -

Health Education

P.O. Box V Juneau, Alaska 99811-3100 &Social Services
Budget &Audit

(907) 465-4766 Banking &

MEMORANDUM

Development
DATE: January 9,1990

T0: Senator PatPourchot, Chair
SenateriStefte Affairs Committee

FROM: Senator
SUBJECT: Senate Bill 343, Retirement Incentive Program Amendments

| request your prompt scheduling of Senate Bill 343, which will make
minor amendments to the existing Retirement Incentive Program. During
the interim, [ was contacted by a great many State employees with many
years of service who did not qualify for the Retirement Incentive under the
current statute and OMB guidelines. | believe the program is intended
Erlm arily for long term employees and therefore asked the Executive
ranch how we could enable such employees to participate. Their
suggestion was to allow the savings to be calculated over a five year term as
was done in the 86-87 Retirement Incentive Program. Offsetting the cost to
the State of the employee's participation in the program against the savings
in personal services costs over a fonger tei'm will allow more employees to
participate and increase the savings to the State.

| have requested statistical information from the Office of
Management and Budget about the age and years of service of employees
found eligible under the three year scenario versus those found ineligible. |
expect to receive it very soon.

To summarize the proposed amendments to the program, it would;

L. increase the period within which savings must be shown from
three to five years;

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

3. in lieu of payment, ailow employees to elect a reduced benefit to
reduce the employer's cost.

| feel it is very important to schedule this bill immediately because
the application period for State employees closes on March 31, 1990.

D istrictC



January 9, 1990
Page 2

Currently, OMB is not aIIowing.empIo(y)ees to apply ifa savin%s is not found
under the three year calculation. OMB has requested all agencies to
recalculate savings over a five year period for non-qualifying employees so
applications can be processed expeditiously when SB 343 is enacted.

| believe these amendments to the program will make the program
more equitable and resultin a larger savings to the State. If you have any
questions, please contact me at 465-4766.



FROM:

VitANDUM e o,

Department of Law

Honorable Step January 12, 1989
Lieutenant Gov

: 465-3600
o | 2 NO;
SUBJECT: Requested amendment to
SB 343 - RIP retirement
date for division of
' 1II** h
L —+ My S t S elections employees

Virginia B. Ragle
Assistant Attorney General

In a telephone conversation on January 11, 1990, David
Koivuniemi requested that we prepare an amendment to SB 343 to be
presented to the Senate State Affairs Committee on Monday, January

15, 1990. The amendment would allow division of elections
employees whoare eligible to participate in the retirement
incentive program to take retirement by February 1, 1991, instead
of the current deadline of November 1, 1990. This amendment 1is

expected to enable the division to retain needed RIP-eligible
employees through the date of the 1990 general election and through
the time needed to certify and respond to any challenges to the
general election. We suggest the following amendment to SB 343:
Page 2, following line 25:
Insert a new bill section to read:
"* Sec, 4, Section 3(d), ch. 89, SLA 1989, 1is amended to read:
(d) Under aplan adopted wunder this section, the
administrator may not accept the application of an employee
unless the employee will be appointed to retirement on or
before
(1) February 1, 1991 for employees of the division
of elections J,/ffo
(2) November 1, 1990 for all other employees.”
Renumber the following bill sections accordingly.

Please let us know if we can provide further assistance
in this matter.



Sen. Pat Pourchot, Chairman

Sen.Jan Faiks, Vice Chairman State Capitol
Sen. Al Adama Juneau, Alaska 09811

Sen. Tim Kelly
Sen, Rick Uehling 907-465-3712

Senate State Affairs Committee

MVIRAOM
0] Senate State Affairs Committee Members

FRM  Senator Pat Pourchot
FE January 15 1990 Committee Hearing
DAE  January 12, 1990
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LEGSLATIVE AFFAIRS AGENCY

MEMORANDUWM January 12, 1990

SUBJECT: Sectional analysis of SB 343
(Retirement incentive program)

TO: Senator Jim Duncan

FROM: Teresa B. CramerJT"iAan

Legislative Counsel

You have requested a sectional analysis of the above de—
scribed bill.

As a preliminary matter, note that a sectional analysis or
summary of a bill should not be considered an authoritative
interpretation of the bill and the bill itself is the best

statement of its contents.

Section 1 amends the retirement incentive program created 1in
1989 by allowing employers to offer the incentive to employ—
ees when the employer can demonstrate that the retirement of
those employees would show a savings 1in personal services
costs within five years. The current law requires a showing
of savings within three years.

Secs. 2 and 4 make technical changes to conform other
sections of the retirement incentive law to the changes en—
acted by section 3 of SB 343.

Sec. 3 permits an employee to pay a portion of the employ-
er"s costs of having the employee participate in the retire—
ment incentive program. If the employee has not paid the
entire amount that the employee agreed to pay by the time
the employee retires, the employee®s retirement benefits are

reduced.
Sec. 5 sets an immediate effective date.
If | may be of further assistance, please advise.

TBC :gc
G13/029



JCNAIE UUNMMNIITIEE AEITUL I
FIRST COMMITTEE OF REFERRAL
DATE: January 8, 1990 FURTHER: Finance
Date of 5-Day Notice: /"i! DATE TURNED , X
(in accordance with Uniform Rule 23) INTO OFFICE: /" /0VCJ
State Affairs Committee considered SENATE BILL NO. 343

"An Act relating to the retirement incentive program; and providing for
an effective date."

and recommended:
[XI replace with CS JXI same title
[1 new title
[ ] attached amendment(s)

[ ] letter of intent adopted

&3 do pass

[ 1 do not pass

[ 1 no recommendation

[ 1 individual recommendations

[ ] further referral to

ATTACHES NEW FISCAL NOTE(S):
Department(s)/Date: Department(s)/Date:

[ 1 fiscal note(s) [ 1 zero fiscal note(s)

[ 1 appropriation-no fiscal note [ 1 Governor 3 bill w/fiscal note



6-1631E

Original sponsor(o): SEN. DUNCAN, Faiks, Szymanski, Halford, Sturgulewski

IN THE SENATE BY THE STATE AFFAIRS COMMITTEE
CS FOR SENATE BILL NO. 343 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILT,
For an Act entitled: "An Act relating to the retirement incentive programj
and providing for an effective date.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. Section 2(b), ch. 89, SLA. 1989, 1is amended to read:

(b) The organizational units of a plan must be selected so that
implementation of the plan results in maximum savings to the employer
In personal services costs within five [THREE] years after the com—
mencement of the plan. A plan that results 1in savings 1in personal
services costs in any amount that 1is 1In excess of all costs to the
employer qualifies under this section. The designation may 1include
only representatives from job classifications whose inclusion contrib—
utes to the overall cost savings.

* Sec. 2. Section 2(d), ch. 89, SLA 1989, 1is amended to read:

(d) A participating employer shall prepare and file the re—
tirement incentive plan with the administrator. For state employees
other than wuniversity employees, the administrator may approve a
designated organizational unit only 1if the office of management and
budget certifies that the unit ™ participation in the plan meets the
requirements of (b) of this section. The administrator shall approve
the plan if it meets the requirements of this section. The plan must

@D) identify organizational units and employees eligible to
participate in the progranmj

(2) include a reimbursement agreement that
(A) requires the employer, for each employee who i3

- 1- CSSB 343(SA)



retired under the plan, to reimburse the system within three
years after the end of the fiscal year in which the employee 1is

appointed to retirement in an amount equal to

(i) the actuarial equivalent of the difference
between the benefits the participant receives after the
addition of the retirement incentive under this section and
the amount the participant would have received without the
incentive, less the total of the amount the participant has
paid on the indebtedness determined under (e) or (f) of this
section and the amount paid under (i) of this section, if
any; and

(ii) an appropriate share of the administrative costs
of the program; and
(B) provides that contributions from the
under this section take priority over other obligations of the
employer to the raaxinmm extent permitted hv law.
* Sec. 3. Section 2, ch. 39, SLA 1939, is amended by adding a new
subsection to read:
() In order to establish eligibility for participation
(b) of this section, and 1in addition to the employee 1indebtedness
required under (e) or (f) of this section, an employee may elect to
assume a portion of the employer Jliability calculated under (d) of
this section. An outstanding indebtedness at the time the employee 1is
appointed to retirement will require an actuarial adjustment to the
benefits.
* Sec. 4. Section 3(d), ch. 89, SLA 1989, Is amended to read:
(d) Under a plan adopted under this section, the administrator
may not accept the application of an employee unless the employee will

be appointed to retirement on or before

CSSB 343 (SA) _2-
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1) February 1, 1991, for employees of the division of
elections who were employed by the division of elections on or before
February 1, 1990;

(2) November 1, 1990 , for all other employees.

Sec. 5. Section 9(a), ch. 39, SLA 1989, is amended to read:

(a) IT a participant in the retirement 1incentive program is
reemployed as a member of the public employees®™ retirement system
under AS 39.35 or the teachers* retirement system under AS 14.25 after
appointment to retirement under the program, the participant loses the
incentive credit received under sec. 2(g) of this Act and 1is indebted
to the system. The amount of the indebtedness is equal to 110 percent
of the amount the participant received as a result of participation in
the program to which the participant was not otherwise entitled, 1in—
cluding the cost of health insurance. The participant is entitled to
a credit to be applied against the reemployment 1indebtedness 1in the
amount the participant has paid under rec. 2(e)j,_ FCR1 (f), and (i) of
this Act. Interest accrue®; cn the indebtedness at the rate estab-—
lished by regulation from the date of reemployment until the member 1is
appointed to retirement and accepts an actuarial adjustment to the
member®s future benefits or until the amount 1is paid in full.

Sec. 6. This Act takes effect immediately under AS 01.10.0"0(cl.

-3- CSSB 343(SA)



Offered: 5/9/89 6-02H7P

Original sponsors: Duncan and Kerttula
1 IN THE SENATE Bi THE CONFERENCE COMMITTEE
2 CONFERENCE CS FOR SENATE BILL NO. 73
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 SIXTEENTH LEGISLATURE - FIRST 3ESSION
5 A BILL

6 Fo* an Act entitled: "An Act relating to retirement incentive programs for

7 the public employe retirement system and the
8 teachers' retirement system; and providing for an
9 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 other employer*- whc participate in the state retirement systems to reduce
13 their personal services costs because of declining state revenue, reimple-
14 mentation of the retirement incentive program established by ch. 26, SLA
15 1986, as amended by ch. 76, SLA 1983, -encouraging employees to retire
16 voluntarily, will reduce the hardship of layoffs. This program is intended
17 to realize sufficient economies to offset the cost of administration and

18 benefits to state agencies and other employers resulting from the award of

19 retirement credits and to result in anet reduction in personal services
20 costs to the state or other employers during a period ofdeclining revenue.
21 * Sec. 2. RETIREMENT INCENTIVE PROGRAM. (a) An employer may adopt a

22 retirement incentive plan under secs. 3 - 6 of this Act, as appropriate, to
23 designate organizational units of employees eligible to participate in the
24 retirement incentive program.

25 (b) The organizational units ofa plan must beselected so that
26implementation of the plan results in maximum savings to the employer in
27 personal services costs within three years after the commencement of the
28 plan. A plan that results in savings in personal services costs in any

29 amount that is in excess of all costs to the employer qualifies under this

SB0073g -1- CCs sB 73
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section. The designation may include only representatives from job class-
ifications whose inclusion contributes to the overall cost savings.

(c) A member is eligible to participate in the retirement incentive
program only if the member is vested, is employed in a position in a des-
ignated organizational unit, and will be qualified to retire under AS 14.-
25,110 or AS 39.35.370 after receipt of the retirement incentive. To
participate, a member shall apply on a form provided by the administrator.

(d) A participating employer shall prepare and file the retirement
incentive plan with the administrator. For state employees other than
university employees, the administrator may approve a designated orga-
nizational unit only if the office of management and budget certifies that
the unit's participation in the plan meets the requirements of (b) of this
section. The administrator shall approve the plan if it meets the require-
ments of this section. The plan must

(1) identify organizational units and employees eligible to
participate in the program;
(2) include a reimbursement agreement that
(A) requires the employer, for each employee who is retired
under the plan, to reimburse the system within three years after the
end of the fiscal year in which the employee is appointedto retire-

ment in an amount equal to

(i) the actuarial equivalent of the difference between
the benefits the participant receives after the addition of the
retirement incentive under this section and the amount the par-
ticipant would have received without the incentive, less the
amount the participant has paid on the indebtedness determined
under (e) or (f) of this section; and

(ii) an appropriate share of the administrative costs

of the program; and

CCS SB 73 -2- SB0073g
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(B) provides that contributions from the employer under
this section take priority over other obligations of the employer to
the maximum extent permitted by law.

(e) A member of the teachers' retirement system who participates in
the retirement incentive program is indebted to the system. The amount of
indebtedness is equal to 21 percent of the member's actual compensation for
the school year, or the calculated school year compensation for a member
who works less than the entire school year, for the school year in which
the member terminates employment to participate in the program. An out-

standing indebtedness at the time a participant is appointed to retirement

will require an actuarial adjustment to the benefits payable.
(f) A member of the public employees' retirement system who partici-
pates in the retirement incentive program is indebted to the system. The

amount of indebtedness is equal to 22-1/2 percent for a peace officer or
fireman, and 20-1/4 percent for other members, of the member's actual
annual compensation, or the calculated annual compensation for a member who
works fewer than 12 months, for the year in which the member terminates
employment to participate in the program. An outstanding indebtedness at
the time a participant is appointed to retirement will require an actuarial
adjustment to the benefits payable.

(9) Aparticipant in the retirement incentive program receives a
credit of three years. The three years must be applied in the following
order until exhausted:

(1) to meet the age or service required for eligibility for
normal retirement under AS 14.25.110 or AS 39.35.370, as appropriate;

(2) tomeet the age required for early retirement under AS 14.-
25.110 or AS 39.35.370, as appropriate;

(3) toreduce the actuarial adjustment required for early re-

tirement under AS14.25.110 or AS 39.35.370, as appropriate;

SB0073g -3- CCS SB 73
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(4) as years of credited service for calculating retirement
benefits.

(h) Except as provided in sec. 7 of this Act, in the determination of
whether amember will qualify to retire under this section, credited ser-
vice may include only,

(1) for membersof the teachers' retirement system, service
credit for employment rendered to an employer, territorial service under
AS 14.25.105, outside service and military service under AS 14.25.060, and
Alaska BIA service under AS 14.25.107;

(2) for membersof the public employees' retirement system,
service credit for employment rendered to an employer.

*Sec. 3. AUTHORIZATION FOR STATE EMPLOYEE RETIREMENT INCENTIVE. (a)
A state agency is authorized to adopt a retirement incentive plan for its
employees. A plan adopted under this section shall permit a designated
employee co apply to the retirement incentive program under sec. 2 of this
Act only from September 30, 1989, through March 31, 1990.

(b) The plan may not permit an employee who is the commissioner, a
deputy commissioner, or assistant commissioner of a state department to
participate.

(c) A plan adopted under this section may only permit participation
by an employee who is otherwise qualified and who

(1) has been continuously employed by the state since
November 1, 1988;

(2) is a permanent seasonal employee continuously employed by
the state in the permanent seasonal position during all of the time since
November 1, 1988, in which the position normally was filled;

(3) has a job sharing agreement with a state agency in which two
or more employees share a single position identified by a single position

control number and in which the employee <choosing to participate was
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continuously employed by the agency during all of the time since
November 1, 1988, in which the employee normally worked wunder the job
sharing agreement; or

(A) meets a combination of the requirements of this subsection.

(d) Under a plan adopted under this section, the administrator may
not accept the application of an employee unless the employee will be
appointed to retirement on or before November 1, 1990.

(e) In this section "state agency" does not include the University of
Alaska or an entity covered by sec. A of this Act.

* Sec. A. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR OTHER EMPLOYEES IN
THE PUBLIC EMPLOYEES' RETIREMENT SYSTEM. (a) The governing body of a
political subdivision of the state or a public organization that has elect-
ed to participate in the public employees' retirement system under AS 39.-
35.550 - 39.35.650 is authorized to adopt a retirement incentive plan for
its employees under sec. 2 of this Act. A plan adopted under this section
shall permit designated employees to apply to the retirement incentive
program under sec. 2 of this Act from September 30, 1989, through March 31,
1990.

(b) Under a plan adopted under this section, the administrator may
not accept the application of an employee unless the employee will be
appointed to retirement on or before November 1, 1990.

* Sec. 5. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR THE EMPLOYEES OF
THE UNIVERSITY OF ALASKA. (a) The Board of Regents of the University of
Alaska is authorized to adopt a retirement incentive plan for its employ-
ees. A plan adopted under this section shall permit designated employees
to apply to the retirement incentive program under sec. 2 of this Act from
June 30, 1989, through December 31, 1989.

(b) Under a plan adopted under this section, the administrator may

not accept the application of an employee unless the employee will be
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appointed to retirement on or before August 1, 1990.

* Sec. 6. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR OTHER EMPLOYEES IN
THE TEACHERS' RETIREMENT SYSTEM. (a) An employer under the teachers’
retirement system who is not otherwise covered by secs. 3 or 5 of this Act
is authorized to adopt a retirement incentive plan for its employees under
sec. 2 of this Act. A plan adopted under this section shall permit des-
ignated employees to apply to the retirement incentive program under sec. 2
of this Act only from June 30, 1989, through December 31, 1989.

(b) Under a plan adopted under this section, the administrator may
not accept the application of an employee unless the employee will be
appointed to retirement on or before August 1, 1990.

* Sec. 7. POLITICAL SUBDIVISION OR PUBLIC ORGANIZATION EMPLOYMENT.
Notwithstanding other provisions of law, a vested member who is a state
employeeand is participating in the retirement incentive program may
receivecreditfor employment with a political subdivision or public orga-
nization before the political subdivision or organization became an ein-
ployer under the system for purposes of determining eligibility for retire-
ment under AS 14.25.110 or AS 39.35 370, as appropriate. The member may
not receive credit for those years under this subsection for purposes of
determining benefits. 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.

* Sec. 8. RECOVERY OF EMPLOYER DELINQUENCIES. To recover a delinquency
owed by an employer other than the state under an agreement entered under
sec, 2(d)(2) of this Act, the Department of Administration may

(1) bring an action against the employer; or
(2) direct that the amount of the delinquency or alesser amount
be withheld from any money payable to the employer by a state department or

agency and that the amount withheld be credited to the delinquency.
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* Sec. 9. REEMPLOYMENT INDEBTEDNESS AND REEMPLOYMENT PROHIBITION. (a)
If a participant in the retirement incentive program is reemployed as a
member of the public employees' retirement system wunder AS 39.35 or the
teachers' retirement system under AS 14.25 after appointment to retirement
under the program, the participant Jloses the incentive credit received
under sec. 2(g) of this Act and is indebted to the system. The amount of
the indebtedness is equal to 110 percent of the amount the participant
received as a result of participation in the program to which the partici-
pant was not otherwise entitled, including the cost of health insurance.
The participant is entitled to a credit to be applied against the reemploy-
ment indebtedness in the amount the participant has paid under sec. 2(e) or
(f) of this Act. Interest accrues on the indebtedness at the rate estab-
lished by regulation from the date of reemployment until the member is ap-
pointed to retirement and accepts an actuarial adjustment to the member's
future benefits or until the amount is paid in full.

(b) For one year after the date on which an employee who participated
in the program retired, the participant may not be employed by or enter
into a contract for personal services with a state department or agency
other than a personal services contract with the University of Alaska.
This subsection does not prohibit the university from entering into a
personal services contract with an employee who has participated in the
program during the year immediately following the employee's retirement.

* Sec. 10. OFFICE OF MANAGEMENT AND BUDGET. When designating an orga-
nizational unit for participation in the retirement incentive program, the
executive head of a state agency shall describe in detail the expected
effect of the program on the agency's personal services cost and operation.
This report shall be filed with the office of management and budget. For
each employee who will receive credit for employment under sec. 7 of this

Act, the agency head shall establish to the satisfaction of the office that
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the proposed participation contributes to th® overall agency cost savings.
The agency shall report as required by the office of management and budget
on the cost of each member's participation and the effect on the agency's
personal services cost and operation. The office of management and budget
shall submit to the legislature annual reports on the retirement incentive
program beginning on January 15, 1991, and continuing through January 15,
1993, and shall submit a final report on January 15, 1994. Each report
shall provide the information necessary for the legislature to evaluate the
effectiveness of the program in achieving its objectives. The report
should include information on the designated organizational units under the
retirement incentive plans including the cost of the retirement incentive
program per participant, the cost to the state, the cost to the employee,
the annual budgeted amount by agency for the retirement incentive, and the
projected or actual net savings over the three-year period.

* Sec. 11. PROGRAM CHANGES. An employee does not have a vested or
contractual right to any benefit under this Act wuntil an agreement is
executed with the administrator that permits the benefits to be offered to
an organizational unit of which the employee is a member. The legislature
reserves the right to change any aspect of the incentive program as it
relates to members of organizational units for which participation agree-
ments are executed by the administrator after the effective date of the
changes.

* Sec. 12. TIMELY APPLICATION. A member who is eligible under secs.
2 - 7 of this Act and who has submitted a timely application for participa-
tion in the retirement incentive programmay be considered forparticipa-
tion in the program notwithstanding sec. 14 of this Act.

* Sec. 13. DEFINITIONS. The definitions set out in AS 14 95.220 apply
to this Act for members of the teachers' retirement system. The defini-

tions set out in AS 39.35.680 apply to this Act for members of the public
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1 employees' retirement system.
2 * Sec. 14. Sections 1 - 7 of this Act are repealed July 1, 1991.

3 * Sec. IS. This Act takes effect immediately under AS 01.10.070(c).
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The Division of Finance is responsible for the wverification of
employment history and processing of termination pay. It is
estimated that 500 employees will participate in the program. The
estimated increased costs to process these employees are:

Data processing support $ 6.0
Two part time Accounting Techs

for five months 31.2
Total Costs $37.2
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RETIREM ENT
BENEFITS

MINIMUM REQUIREMENTS FOR
RETIREMENT

W hen will | be eligible to retire and start receiving monthly

benefits?

That depends on your age and PER S service. Ifyou meetthe mini-
mum PERS service requirements described below and you were first
hired under the PERS:

» beforelJuly 1,1986,you can retire atage 55 fornormal retirement

or age 50 for early.

o afterJune30,1986,you can retire atage 60 fornormal retirement

or age 55 for early.

Underearly retirem ent (see page 26), your monthly benefit is ac-
tuarially reduced based on age. The closer you are to normai retire-

ment age, the smaller the reduction.

Undernormal retirement (see page 25), your monthly benefitis

not reduced.

To retire,you mustalso meetthe minimum PERS service require-

ments. You must have at least:
e« five paid-up years of PERS service; or

e 60 days of paid-up PERS service if you were an employee ofthe

legislature during each offive legislative sessions and you were first
hired underthe PERS before May 80,1987 (see Condiional Service

Barefit on page 22); or

e 80 days of paid-up PERS service if you were an employee of the
legislature during each offive legislative sessions and you were first

hired under the PERS after May 29,1987 (see Conditional Service
Benefiton page 22); or

e twopaid-up yearsofPERS service ifyou are vested in the Teachers

Retirement System (TRS). See Conditional Service Berefiton page
22,

In addition, you may retire atany age and receive a normal (unre-
duced) benefit if you have at least:

e 30 paid-up years of PERS service; or

e 20 paid-up years ofPER S service as a peace officer or firem an (see

page 67).

M ilitary and temporary creditmay not be used to satisfy the 20 or
30 years needed to retire at any age.

Members who have received a refund oftheir PERS contributions
should review the following sections in this handbook:

Reinstatement of Service - page 62
Payment of Indebtedness - page 63

BENEFIT CALCULATION

How will my monthly retirement benefitbe calculated?

Your"normal®>enefitwill be calculated by multiplying the percent-
age multiplier (page 19) times your average monthly compensation
times your PERS service. The normal benefit will be adjusted if you
select one ofthe otherretirementoptions (early,joint and survivor, or

level income). See RetirenmtOptionson page 25.

Your average monthly compensation is determined by adding to-
getherthe compensation earned during your three highestconsecutive
payroll years and dividing the total by the number ofmonths worked
during that same time period. You must have at least 115 days of
credited service in the last payroll year worked to include thatyear «s

one ofyour three highest.

For instance, if your three highest consecutive salaries and
months worked are as follows, your average monthly compensation
woulu be $2,500.

18



Payroll Year

W orked Salary M onths
1986 $30,000 12
1987 27,500 11
1988 15.000 6

$72,500 29

$72,500 + 29 months equals $2,500

Ifyou received a costofliving differential during your three highest
years and you wore first hired underthe PERS beforeJanuary 1,1987,
the differential will autom atically beincluded as partofyour salary(s).
However, it will only be included ifyou were first hired after Decem -
ber31,1986,andyou received acomparable differential duringatleast
50% ofyour credited service. See Refund of Contributions on Cost of

Living Differential on page 62.

Percentage M ultipliers

The percentage multipliers for members, other than peace officers

and firemen, are:

. 2% peryear for all service earned up to 10 years; plus

. 2-1/4% peryear for all service over 10 years, butless than 20 years

(applies only to service earned after June 30, 1986); plus

. 2-1/2% peryear forall service over 20 years (applies only to service

earned afterJune 30, 1986).

A ll service earned beforeJuly 1,1986, will becalculated using the

2% m ultiplier.

This example shows how to calculate a normal retirement benefit.
W e have assumed that the average monthly compensation is $2,500,
and that the member had 10 years of service on June 30, 1986, and

earned 20 addit; onal years afterJune 30, 1986.

Exam ple:

2% x the first 10 years x $2,500 = g 500.00; plus
2-1/4% x the second 10 years x $2,500 - g 562.50; plus
2-1/2% x the third 10 years x $2,500 = g 625.00

Total $1,687.50

19

As you can see, the normal benefitis: $500.00 for the first 10 years
ofservice;$562.50 for service between 10and 20 years;and $625.09 for

service between 20 and 30 years.

The memberin the example would receive a monthly base benefitof
$1,687.50 forthe rest ofhis or her life. Any adjustm ents to the benefit
would be calculated on that base benefit. Please review the following

sections for details about adjustm ents:

Post Retirement Pension Adjustment (PRPA) -page 53
Cost ofLiving Allowance (COLA) -page 51

Joint and Survivor Options - page 27

Early Retirement - page 26

Payment ofIndebtedness - page 63
The percentage multipliers for peace o fficers and firem en are:
. 2% peryear for their first 10 years ofservice; plus
. 2-1/2% per year for service over 10 years.
For a terminated, deferred vested member, the percentage m ulti-
plier that was in effect when the member terminated from PERS

employment will be used to calculate the benefit. Consequently, even

though the current multipliers may be larger, the multiplier in effect

at the time oftermination will be used.
WL<in will | be appointed to retirem ent?

You will be appointed on the first ofthe month following the date
that:

e you meet the minimum service and age requirements for retire-
ment. But, ifyour birthday falls on the first day ofthe month, you

are eligible to retire that month rather than the following month;

e you terminate PER S employment; and

e your written application for benefits is received by the Division of
Retirement and Benefits. It should be sent to the division at least

30 days before you terminate.

Please review the following sections for details about benefit pay-

ments under other provisions:



RETIREMENT JQICEHII3gL-£BQSBM

DETAILED COST SAMIi1&LBX_E.QSXTI.QM

PCN DEPARTMENT
JOB CLASS TITLE BUDGETBRU
JOB CLASS CODE BUDGET COMPONENT

INTENDED DATE OF RETIREMENT

AUTHORIZED IN FY 90 BUDGET

O 0
DOES THE PERSON CURRENTLY FILLING HAS THIS PERSON BEEN Y
THIS PCN INTEND TO RETIRE UNDER CONTINUOUSLY EMPLOYED BY THE E
THE RETIREMENT INCENTIVE PROGRAM o STATE SINCE NOVEMBER 1, 1988 S
CALCULATION OF SAVINGS
Estimated Estimated Estimated
Fy 91 FY 92 FY 93
1. Current Range and Step £0I- ZQlL pQL
2. Salary and Benefit Cost $ 11 tp $71. Up S 7f(r
3. Replacement Range and Step 0.0A 2016 20C..
4. Salary and Benefit Cost iSz.2z- $ (e0'2-
5. Funds Available (line 2 minus line 4) $ S 3 $ 13-4 IL +
S.a. Retirement and Benefits estimate of cost to the Employer (not
including th= participant®s share of the cost) for this
individual to take part in the retirement ince< i #mpr* < e * . sbJlL
b Administrative cost (.007 X Retirement and Benefits cost from
6a)
Total Cost (6a + 6b)
CoS |
7. Sayings for this PCN (line 5 minus line 6)

Total

$ <2174.'3>

« 171 -1

% 4A /

$ £2.2.

$<12
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PCN
JOB CLASS TITLE

JOB CLASS CODE

AUTHORIZED

IN FY 90 BUDGET

RETIREMENT

f. o> My'yvirty m e

INCENTIVE PROGRAM

DETAILED COST SAVINGS-BY-P.QSITIQN

DOES THE PERSON CURRENTLY FILLING

THIS PCN

THE RETIREMENT

6.

7V. Savingjp for this PCN (line 5 minus

a.

b

INTEND TO RETIRE UNDER
INCENTIVE PROGRAM

. Current Range and Step

Salary and Benefit Cost

Replacement Range and Step

Salary and Benefit Cost

Funds Available (line 2 minus

O o}
HAS THIS PERSON BEEN
CONTINUOUSLY EMPLOYED BY THE
n o STATE SINCE NOVEMBER 1, 1988
CALCULATION OF SAVINGS
Estimated Estimated Estimated
FY o1 FY 92 FY 93
d 0 L 20
11 Je $ L « /.
70 A 20'B zocC
s HA.b
line 4) $ 1! [ 13l $ //1

DEPARTMENT
BUDGETBRU
BUDGET COMPONENT

INTENDED DATE OF RETIREMENT

Retirement and Benefits estimate of cost to the Employer (not
including the participant®s share of the cost) for this

individual

to take part in the retirement

incentive program.

Administrative cost (.007 X Retirement and Benefits cost from

6a)

line 6)

h pr & nie ¢ te t

»

r

Total Cost (6a + 6Db)

1.8

15 %
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/ 7™ o0 T

lo st

a

0]

Total
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DRAFT
RETIREMENT INCENTIVE PROGRAM
DETAILED COST SAVINGS BY POSITION

DEPARTMENT: TRANSPORTATION AND PUBLIC FACILITIES

THESE CALCULATIONS ASSUME THAT YOU
HAVE BEEN ?ONTINU USLY EMPLOYED BY
THE STATE SINCE NOVEMBER 1, 1988
CALCULATION OF SAVINGS
ESTIMATED ~ EST|MATED
ESIT:lYI\A%-lrED SFY 92 FY 93 TOTAL
1. CURRENT RANGE AND STEP 20 L 20 L 20 L
2. SALARY AND BENEFIT COST $75,A12.18 §$75,A12.18 §75,412.18 $226,236.5A
3. REPLACEMENT RANGE AND STEP 20 A 20 B 20 C
A. SALARY AND BENEFIT COST $59,035.88 $61,0A7.32 $62,801.66 $182,88A.87
5. FUNDS AVAILABLE (LINE 2 MINUS LINE A) $16,376.30 $1A,36A .86 $12,610.52 $A3,351.68
6.A IRI\IIET REMENT _AND IE# FIT N_IFEII\%LEEO FC%E OS EEFERMP%QTER (NOT
INB IDU&L Tg TAKE ART IN° THE RETIREMENT | NT?VE PR%GRAM. $A3,055.00
B AD%/IINSTRATIVE COST (.007 X RETIREMENT AND BENEFITS COST FROM $301.38
TOTAL COST (6A + 6B) $A3>356 .38
$-4.71

7. SAVINGS FOR THIS PCN (LINE 5 MINUS LINE 6)



INFORMATION FOR SENATE STATE AFFAIRS COMMITTEE
Provided by Senator Jim Duncan, January 15, 1990

SB 343, RETIREMENT INCENTIVE PROGRAM AMENDMENTS -

The Retirement Incentive Program was implemented in June of 1989 and
the program continues through November 1 of this year. Employers
choosm? to participate in the Retirement Incentive are required to show a
personal services savings. Chapter 89/89 also explicitly states in section 2(b)
that "The organizational units of a plan must be selected so that
implementation of the plan results in maximum savings to the employer in
personal services costs within three years after the commencement of the

plan."

The three year calculation has rendered many long term state employees
not to be 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, that person is not considered ell%lble for the program.
School districts and the University have not taken the same anroach to
organizational units and thus have not experienced similar problems.

The preliminary information which | have received on the program to date
indicates that:

Total Eligible by Designated
or Sendee to Participate % of Total
State 2,987 1,837 61.5
University 167 167 100.0
School Districts 2,271 1,970 87.5
Polysubs 2.627 N/A N/A
Totals 8,652

Current OMB statistics show 1,475 emf)loyees_designated, not including
Marine Highways. For those 1,475 employees, if they all retire, the State
will save $14.3 million over the next three years.

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



SB 343
Page 2

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 emg)lpyees have not been
designated by OMB, the retirement benefit in PERS is calculated as 2%
times the first ten years of service times average monthly compensation,
the second ten years is multiplied times 2.25% and the third times 2.5%. A
copy of the applicable pa?_es from the PERS booklet are in your packet
entitled "Retirement Benefits". Thus a person with thirty years of service
earns a retirement benefit which is almost 70% of their endln% salary. A
person with only ten years' service would receive only 20% of their ending
salary. Since the cost of participation in the incentive is based on an
actuarial calculation of the cost to the retirement system of the three year
incentive plus the current value of any increased lifetime benefit, it costs
more for long term employees to participate. If an individual is relatively
young and has many years of service, the problem is compounded. Exhibits
A and B in your folder show the difference the five year calculation makes
on a typical employees' savings calculation. Exhibit Cis an example of the
three year calculation which an Anchorage employee who was found

ineligible received.

SB 343 is very limited in scope, it basically makes chqnges which affect only
state government and it does not change the window periods of the
program. It will not change the benefit calculation nor add an additional
Incentive over whatis offered in CH 89/89. The window periods remain:

Employee M ust

Employee Type 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

In addition to changing the savings calculation period, SB 343 will allow
employees to pay a portion of the employer's share or take a reduction in
benefitin order to reduce the employers' cost.

The closure of the application period for State employees on March 31
makes it of paramount importance that SB 343 progress through the
legislative process as swiftly as possible so that many deserving long-term
employees can participate. In this way | believe the State can realize the
gammum savings possible through the use of the Retirement Incentive
rogram,
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Sec. 71. The sum of $65,000 is appropriated from the general fund
to the Department of Education for payment as a grant under AS
37.05.316 to the Alaska Gateway School District/Dot Lake School to

repair the sewer and upgrade the water system.

Sec. 72. The sum of$78,000 is appropriated from the general fund
to the Department of Education for payment as a grant under AS
37.05.316 to the Alaska Gateway School District/Eagle School to

repair the power plant system.

Sec. 73. The sum of $94,000 is appropriated from the general fund
to the Department of Education for payment as a grant under AS

37.05.316 to the Alaska Gateway School District/Northway School for

emergency septage repair.

Sec. 74. The sum of $1,000,000 is appropriated from the general
fund to the University of Alaska for statewide repairs and renova-

tions.

Sec. 75. The appropriations made in secs. 60 — 65, 68, and 71 — 74
of this Act are for capital projects and lapse under AS 37.25.020.

Approved with item vetoes:
June 1, 1989

Effective: August 30, 1989

CHAPTER 89

AN ACT Relating to Retirement Incentive Programs for the
Public Employees’ Retirement System and the Teachers’ Re-

tirement System; and Providing for an Effective Date.

(CCs SB 73)
Be it enacted by the Legislature of tre State of Alaska:
Cross references. — For law having the optional university retirement pro-

the effect of amending § 9 of this chapter gram, see § 8. ch. 104, SLA 1989 in this
to include reemployment as a member of  pamphlet.
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Section 1. PURPO SE. Since it may be necessary for state agencies
and other employers who participate in the state retirement systems
lo reduce their personal services costs because of declining state
revenue, reimplementation of the retirement incentive program
established by ch. 26, SLA 1986, as amended by ch. 76, SLA 1988,
encouraging employees to retire voluntarily, will reduce the hardship
of layoffs. This program is intended to realize sufficient economies to
offset the cost of adm inistration and benefits to state agencies and
other employers resulting from the award ofretirement credits and to
resultin a netreduction in personal services costs to the state or other

employers during a period of declining revenue.

Sec. 2. RETIREMENT INCENTIVE PROGRAM, (a) An employer
may adopt a retirementincentive plan under secs. 3— 6 ofthis Act, as
appropriate, to desighate organizational units ofemployees eligible to
participate in the retirement incentive program.

(b) The organizational units of a plan must be selected so that
implementation of the plan results in maximum savings to the
employer in personal services costs within three years after the
commencement of the plan. A plan that results in savings in personal
services costs in any amount that is in excess of all costs to the
employer qualifies under this section. The designation may include
only representatives from job classifications whose inclusion contrib-
utes to the overall cost savings.

(cl A member is eligible to participate in the retirement incentive
program only if the member is vested, is employed in a position in a
designated organizational unit, and will be qualified to retire under
AS 14,25.110 or AS 39.35.370 afterreceipt ofthe retirement incentive.
I'o participate, a member shall apply on a form provided by the
administrator.

<di A participating employer shall prepare and file the retirement
incentive plan with the administrator. For state employees other than
university employees, the administrator may approve a designated
organizational unit only if the office of management and budget
certifies that the unit3 participation in the plan meets the require-
ments of (b) ofthis section. The adm inistrator shall approve the plan if
it meets the requirements of this section. The plan must

(11 identify organizational units and employees eligible to partici-
pate in the program;

*2l include a reimbursement agreement that

(A) requires the employer, for each employee who is retired under
the plun, to reimburse the system within three years after the end of
the fiscal year in which the employee is appointed to retirement in an
amount equal to



the participant receives ffter the addition of the retirement incen
under this section and the amount the participant would 1
received without the incentive, less the amount the participant
paid on the indebtedness determined under (e) or (f) of this seci
and

(ii) an appropriate share ofthe administrative costs ofthe progi
and

(B) provides that contributions from the employer unde
section take priority over other obligations of the employer to
maximum extent permitted by law.

(e) A member of the teachers "retirement system who particip
in the retirement incentive program is indebted to the system,
amount ofindebtedness is equal to 21 percent ofthe member3 ac
compensation for the school year, or the calculated school
compensation for a member who works less than the entire sc
year, for the schoolyear in which the member terminates employn
to participate in the program. An outstanding indebtedness at
time a participantis appointed to retirement will require an actuc-
adjustm mt to the benefits payable.

(f) A. member of the public employees”retirement system
participates in the retirement incentive program is indebted to
system. The amount of indebtedness is equal to 22-1/2 percent f
peace officer or fireman, and 20-1/4 percent for other members, of
member3 actual annual compensation, or the calculated am
compensation fora member who works fewer than 12 months, for
year in which the member terminates employment to participat
the program. An outstanding indebtedness at the time a participai
appointed to retirement will require an actuarial adjustment to
benefits payable.

(g) A participant in the retirement incentive program receivi
credit ofthree years. The three years must be applied in the follov
order until exhausted:

(1) to meet the age or service required for eligibility for nor
retirement under AS 14.25.110 or AS 39.35.370, as appropriate

(2) to meet the age required for early retirement under
14.25.110 or AS 39.35.370, as appropriate;

(3) to reduce the actuarial adjustment required for early retiren
under AS 14.25.110 or AS 39.35.370, as appropriate;

(4) as years of credited service for calculating retirement bene

(h) Except as provided in sec. 7 of this Act, in the determinatio
whether a member will qualify to retire under this section, cred
service may include only,

(1) for members of the teachers "retirement system, service

foremployment rendered to an employer, territorial service under
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14.25.105, outside service and military service under AS 14.25.060,
and Alaska B 1A service under AS 14.25.107;
(@) formembers of the public employees retirement system, service

credit for employment rendered to an employer.

Sec. 3. AUTHORIZATION FOR STATE EMPLOYEE RETIRE—
MENT INCENTIVE, (@) A state agency is authorized to adopt a
retirement incentive plan for itsemployees. A plan adopted under this
section shall permit a designated employee to apply to the retirement
incentive program under sec. 2 of this Act only from September 30,
1989, through March 31, 1990.

(b) The plan may not permit an employee who is the commissioner,
a deputy commissioner, or assistant commissioner of a state depart—
ment to participate.

(©) A plan adopted under this sectionmay only permit participation
by an employee who 1is otherwise qualified and who

(1) has been continuously employed by the state since November 1,
1988;

(2 isapermanent seasonal employee continuously employed by the
state in the permanent seasonal position during all of the time since
November 1, 1988, in which the position normally was filled;

(3) has ajob sharing agreement with a state agency inwhich two or
more employees share a single position identified by a single position
Control number and inwhich the employee choosing to participatewas
continously employed by the agency during all of the time since
November 1,1988, in which the employee normally worked under the
job sharing agreement; or
,(4) meets a combination of the requirements of this subsection.

(d) Under a plan adopted under this section, the administrator may
not accept the application ofan employee unless the employee will be
appointed to retirement on or before November 1, 1990.

(©) In this section "state agency”’does not include the University of
Alaska or an entity covered by sec. 4 of this Act.

mSec. 4. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR
OTHER EMPLOYEES IN THE PUBLIC EMPLOYEES "RETIRE-
,MENT SYSTEM, (a) The governing body of a political subdivision of
the state or a public organization that has elected to participate in the
public employees “retirement system under AS 39.35.550 - 39.35.650
mauthorized to adopt a retirement incentive plan for its employees
uider sec. 2 of this Act. A plan adopted under this section shall permit

lesignated employees to apply to the retirement incentive progranm
indorsee. 2 of this a h fro®™—>* i m» ¢ * -—-




Sec. 5. AUTHORIZATION FOR RETIREMENT INCENTIVE FO
THE EMPLOYEES OF THE UNIVERSITY OF ALASKA, (@ T1
Board of Regents of the University of Alaska is authorized to adopt
retirement incentive plan for itsemployees. A plan adopted under th
section shall permit designated employees to apply to the retiremei
incentive program under sec. 2 of this Act from June 30, 198
through December 31, 1989.

() Under a plan adopted under this section, the administrator nu
not accept the application of an employee unless the employee will 1

appointed to retirement on or before August 1, 1990.

Sec. 6. AUTHORIZATION FOR RETIREMENT INCENTIVE FO
OTHER EMPLOYEES IN THE TEACHERS "RETIREMENT SY:
TEM. (@) An employer under the teachers “retirement system who
not otherwise covered by secs. 3 or 5 of this Act isauthorized to ado
a retirement incentive plan for itsemployees under sec. 2 of this A(

A plan adopted under this section shall permit designated employe*
to £}"ply to the retirement incentive program under sec. 2 of this A
only from June 30, 1989, through December 31, 1989.

(b) Under a plan adopted under this section, the administrator m?

not accept the application ofan employee unless the employee will 1

appointed to retirement on or before August 1, 1990.

Sec. 7. POLITICAL SUBDIVISION OR PUBLIC ORGANIZATIO
EMPLOYMENT . Notwithstanding other provisions of law, a vestt
member who isa state employee and isparticipating in the retiremei
incentive program may receive credit foremployment with a politic
subdivision or public organization before the political subdivision *
organization became an employer under the system for purposes
determining eligibility for retirement under AS 14.25.110 or P
39.35.370, as appropriate. The member may not receive credit f
those years under this subsection for purposes ofdetermining benefit
In order for a state employee to receive credit under this subsectio
the employee 3 participation in the program must contribute to d

overall cost savings of the agency.

Sec. 8. RECOVERY OF EMPLOYER DELINQUENCIES. To r
cover a delinquency owed by an employer other than the state und
an agreement entered under sec. 2(d)(2) of this Act, the Department

Administration may
(1) bring an action against the employer; or
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12 j direct that the amount of the delinquency or a lesser amount be
withheld from any money payable to the employer by a state
departmentor agency and that the amount withheld be credited to the

delinquency.

sec. 9 REEMPLOYMENT INDEBTEDNESS AND REEMPLOY —
MENT PROHIBITION, (a) Ifa participant in the retirement incentive
program is reemployed as a member of the public employees?™
retirement system under AS 3935 or the teachers "retirement system
under AS 1425 after appointment to retirement under the program,
ihe participant loses the incentive credit received under sec. 2(g) of
this Act and is indebted to the system. The amount of the indebted—
Ness is equal to 110 percent of the amount the participant received as
a result of participation in the program to which the participant was
not otherwise entitled, including the cost of health insurance. The
participant is entitled to a credit to be applied against the reemploy—
ment indebtedness in the amount the participant has paid under sec.
2<oi or (f) of this Act. Interest accrues on the indebtedness at the rate
established by regulation from the date of reemployment until the
member is appointed to retirement and accepts an actuarial adjust—
ment to the member 3 future benefits or until the amount is paid in
full.

(b> For one year after the date on which an employee who
participated in the program retired, the participant may not be
employed by or enter into a contract for personal services with a state
department or agency other than a personal services contractwith the
University of Alaska. This subsection does not prohibit the university
irom entering into a personal services contract with an employee who
has participated in the program during the year immediately follow—

ing the employee 3 retirement.

.Sec. 10.0FFICE OF MANAGEMENT AND BUDGET. When
designating an organizational unit for participation in the retirement
incentive program, the executive head of a state agency shall describe
in detail the expected effect of the program on the agency 3 personal
services cost and operation. This report shall be filed with the office of
management and budget. For each employee who will receive credit
t<a employment under sec. 7 of this Act, the agency head shall
establish to the satisfaction of the office that the proposed participa—
tion contributes to the overall agency cost savings. The agency shall
report as required by the office ofmanagement and budget on the cost
cfeach member 3 participation and the effect on the agency 3 personal
wrvirvs cost and operation. The office of management and budget

submit to the legislature annual reports on the retirement
trxrntive program beginning on January 15, 1991, and continuing
"_Mxjugh January 15,1993, and shall submit a final report on January
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15, 1994. Each report shall provide the information necessary for the
legislature to evaluate the effectiveness of the program in achieving
its objectives. The report should include information on the designated;
organizational units under the retirement incentive plans including
the cost of the retirement incentive program per participant, the cost
to the state, the cost to the employee, the annual budgeted amount by
agency for the retirement incentive, and the projected or actual net!
savings over the three-year period.

Sec. 11. PROGRAM CHANGES. An employee does not have a
vested or contractual right to any benefit under this Act until an
agreement 1is executed with the administrator that permits the<
benefits to be offered to an organizational unit of which the employee;
isa member. The legislature reserves the right to change any aspect
of the incentive program as it relates to members of organizational 4
units forwhich participation agreements are executed by the adminis- j

trator after the effective date of the changes.

Sec. 12. TIMELY APPLICATION. A member who iseligible under]
secs. 2 — 7 of this Act and who has submitted a timely application for|
participation in the retirement incentive program may be considered!
for participation in the program notwithstanding sec. 14 of this Act;]|

Sec. 13. DEFINITIONS. The definitions set out in AS 14.25.220 j3
apply to this Act for members of the teachers "retirement system. TheJ
definitions set out in AS 39.35.680 apply to this Act for members of]|
the public employees "retirement system.

Sec. 14. Sections 1 - 7 of this Act are repealed July 1, 1991. |

Sec. 15. This Act takes effect immediately under AS 01.10.070(c).]|

Approved: June 2,1989 .

Effective: June 3, 1989"!
|

f

CHAPTER 90 j

AN AcT Requiring the Department op Environmental Conserva-
tion to Prepare and to Annually Review and Revise a Masters
Oil and Hazardous Substance Discharge and Prevention Con*|
tingency Plan for the State and Regional Oil and Hazardous*
Substance Discharge and Prevention Contingency Plans for?
Certain Regions of the State, and to the Implementation of
Those Plans; and Providing for an Effective Date.
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House OKs early retirement changes

Questions remain over whether effective date is early enough

TBI-XJUNEAUEIVPIHE

The Alaska House today changed
the requirements for the state 3 ear—
ly retirement program to allow pub—
lic employees more leeway in quali—
fying and participating but a dis—
agreement on when the change isef—
fectivemay render ituseless.

The House passed Senate Bill 343
on a vote of reconsideration 26-11,
but not before approving an amend —
ment offered by Rep. Mark Boyer,
D-Fairbanks.

Afterwards, a vote to make the
changes effective immediately failed
by one vote.

Bills normally take effect 90 days
alter they are passed. But state em —
ployees face a March 31 application
deadline for the program. One option
for the House is to hold the bill until
its supporters can ask to rescind
their action on the effective date.

The bill, which was sponsored by
Sen. Jim Duncan, D-Juneau, amends

the program by extending over five
years the period in which retiring

employees must show a cost savings

to their employers. Boyer 3 amend —
ment gives municipal employees an

extra year to apply for the progranm,

moving the deadline to March 31,

1991.

The original program had re—
quired employees toshow a cost sav—
ings from their retirement after
three years. Duncan said he had
heard from several employees over
the interim who couldn T quite meet
the savings requirement.

Gov. Steve Cowper is expected to
approve the bill once lawmakers fin—
ishwith it

"We support the bill. The gover—
nor thinks it'sa good piece of legisla—
tion that will save the state a fair
amount of money,”” said Cowper
spokesman Terence 0 Malley.

Last year lawmakers approved
an early retirement opening for thou—
sands of state, municipal, university

and school employees. The program

was created to save money by re—
placing workers near the top of the

pay scale with new, lower-paid em —
ployees or leaving the positions va—
cant.

About 2,300 state employees were
determined to be eligible for a simi—
lar program in 1986-87, which was
also based on a five-year cost sav—
ings, said Dave Stout, the state3 re—
tirement director. But only about
halfactually participated.

The eligibility change would allow
about 20 percent more public em —
ployees to participate in the pro—
gram, he said. Stout expects about
half those eligible to seek early re—
tirement.

“%ie Te certainly encouraging
people to apply,”’Stout said. “We are
starting to receive sizeable number
of applications and we Te backlogged
in entering them on the computer
system.””

Wednesday, lawmakers

many

Retire...

but a technical change to the pro—
gram, known by itsacronym R.I.P,
which stands for retirement
tive program.

Continued from Pago 1

incen—

contended that the program wasn 1
saving money, and instead had be—
come a costly “brain drain””for the
state.

“1t3 going to be very detrimental
to the citizens,”” said Rep. Terry
Martin, R-Anchorage, "We Te losing
the top talent.

“hy work when you Te paid well
not to?"

Later, after the vote, Martin said
that the loss of experienced employ—
ees may be the bill's secret costs.
"Maybe 1 could prove so valuable,
they d want toget rid ofme.””

Rep. Lyman Hoffman, D-Bethel.
said the loss of experienced public
employees worries him, as does the
cost of employer contributions to the
retirement fund.

If the program works so well at
saving money, itshould be mandato—
ry, he said.

But proponents of the bill stressed
that the amendments were nothing

Please turn to Retire, Page 8

Elections. That provision allows the
division to retain eligible employees
through the 1990 election.

Because

Boyer 3 amendment

“9t doesn Tt extend the benefits, it
changes the. way the cost savings

must be calculated,””said Rep. Fran

Ulmer, D-Juneau.
The bill also allows a retiringem —
ployee topay part of the cost inorder

to show a savings or in lieu of pay —
ment allow employees to accept re—
duced benefits to cut the cost. It also
extends the deadline until Feb. 1,

1991 for employees of the Division of

changes the Senate-passed version of
the bill, itnow must go back to the
Senate for concurrence. Ifthe Senate
agrees with the House changes, the
bill goes to Cowper for final approv—
al. Otherwise, the bill will be headed
for a joint Senate-House conference
committee.

The application deadline for
teachers and university employees
passed on Dec. 31,1989.
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