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The Finance Committee considered SENATE BILL NO. 337

"An Act relating to retirement incentive programs for the public employees’ retirement system and
the teachers’ retirement system; and providing for an effective date."

and recommends:

, [ ] same title
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[ ] attaches amendment(s) (HB only)
[ Jadopts Letter of Intent
[ ] further referral to the
[fdcTpass
[ ]do not pass
[ ] no recommendation
[ ] individual recommendations
NEW FISCAL NOTES: Dept/Date PREVIOUS FISCAL NOTES: Dept/Date
[ ]zero fiscal notes M -zero fiscal notes fj

[ 1fiscal notes M-flscal notes l7*763 S 3C7."



JPN-22-1992 11.-39 FROM| ~*CS DEPUTY DIRECTOR 10 N

FISCALNOTE Bill Version: 3 &

STATE OF ALASKA © Rblish Date: |-
1992 LEGISLATIVE SESSION

Ravislon Data: Department Affected: Alaska Court System
Title: An Act refafing fo refirement BRU: Trial Courts
Incentive programs,.. Components:
Sponsor; Duncan
Requestor  State Affairs COMPONENT SERIALNO. 000 | 000  0QQ| 768

EXPENDITURES/REVENUES: ghousands of Dolars)
OPERATING FY 9 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
CRANTS A LN
TOTAL OPERATING 06 Q0 00 Q0 0 Q0

CAPITAL
[ REVENUE

FUNDING:  (Thousands of DoIIars&
GENERAL FUNDS 0
FEDERAL FUNDS

OTHER

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of currant year impact; None

0.0 0.0 0.0 0.0 0.0

ANALYSIS:  (Attach a separate page if necessary) ,;]aif"e'gneos }Tscm inp?ff;b This )

; ; fiscal note 1Is ropriate.
No fiscal impact. approp

' dace Comte rvide Cinitial)

L C. S. Christensen Il, Staff Counsel Phone: 264-8228
Division: Alaska Court Systom Date: 0121192

Arthur H. Snowden, II, Administrative Director o7 = -
Agency; Alaska Court System Date; 01/21/92

Distributior ,oy preparer); Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
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VrATE OF ALASKA C
1992 LEGISLATIVE SESSION

Revision Date:

FISCAL NOTE

Title: *An Act relating to retirement incentive programs... effective

date."

Sponsor: Duncan, Kerttula, Sturqulewsk
Requestor: Senate State Affairs

ExpendituresJRevenues: (Thousands of Dollars)

OPERATING FY 93
PERSONAL SERVICES 67.6
TRAVEL 0
CONTRACTUAL 0
SUPPLIES 0
EQUIPMENT 0
LAND & STRUCTURES 0
GRANTS, CLAIMS 0
MISCELLANEOUS 0
TOTAL OPERATING 67.6
CAPITAL 0
REVENUE
FUND SOURCE: 0
FUNDING: (Thousands of Dollars)
GENERAL FUND 67.6
FEDERAL FUNDS 0
OTHER
FUND SOURCE: 0
TOTAL 67.6
POSITIONS:

FULL-TIME
PART-TIME 4
TEMPORARY 0

Estimate of current year impact. See attached.

FY 94
5.0

O OO oo

lhi Version:O SS339~fel7V )

Prepared by Don Wanie. Director \zZ-~
Division:  Finance

Approved by Commissioner. Nancy Bear Usera /L 77 ¢-*-

Agency:  Administration

Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov. Legis. Ofc., & Impacted Agency(ies).

Rev 100790
AEHRI

(S) Publish Date:_ " 3
Department Affected:  Administration
BRU: Finance
Component: Finance
COMPONENT SERIAL NO. fig
FY 95 FY 96 FY 97 FY 98
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 0 0
0 0
0 0 0 0
0 0
0 0
0 0
0 0
0 0 0 0
Phone: 465-2240
Date: January 29.1992
/
Date:
~7
Pap i d 2



Impact of a Retirement Incentive Progranm

The Division of Finance 1is_ responsible for verification of
employment history and processing of termination pay for all state
employees. This includes verifying the length of employment,
accounting for all leave without pay during the entire employment
with the state and determining salaries for the three highest
years. In addition, final and terminal leave pay must be processed
In accordance with contractual agreements.

With 1mplementation of a Retirement Incentive Program QRIP) the
workload for these functions would be significantly increased and
additional support will be required by the Division’of Finance to
meet processing deadlines. Approximately five hundred employees
took advantage of the previous RIP. It i1s anticipated that a
comparable number of employees would participate 1f a RIP was
implemented In the next year. Based on past experience, this would
require four additional positions, including one Accountant | and
three Accounting Technicians I, for a period of six moiths.”
Estimated cost for these positions would be:

Accountant 1 (D Range 14A 19.7
Acct Tech 1 @G Range 12A 52.9

Total Cost 72.6



| _FISCAL NOTE C A

STATE OF ALASKA “ill VersiomO S '3 P-,
1992 LEGISLATIVE SESSION (S) Publish Date:
Revision Date: Department Affected: Administration
Title: An Actrelating to retirement incentive programs BRU: Retirement and Benefits

for the Public Employees' and Teachers' Retirement

System Component: Retirementand Benefits
Sponsor Duncan
Requestor Senate State Affairs Committee COMPONENT SERIAL NO. 64

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 658.0 5983 2775 2775 2775 2775
TRAVEL 30 30 1.0 10 1.0 1.0
CONTRACTUAL 20.0 33 0 0 0 0
SUPPLIES 30 25 1.0 10 1.0 1.0
EOUIPMENT 1123 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 796.3 607.1 279.5 279.5 279.5 279.5
CAPITAL 0] 0] 0] 0 0 0
REVENUE 0 0 0 0 0 0
FUND SOURCE:

FUNDING: (Thousands of dollars)

GENERALFUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 7963 607.1 279.5 2795 2795 2795
TOTAL 7963 607.1 2795 2795 2795 2795
POSITIONS

FULL-TIME 6 6 6 6 6 6
PART-TIME: 0 0 0 0 0 0
TEMPORARY: 10 9 0 0 0 0

Estimate of current year impact: We anticipate the need for a Legislative Revised Program to increase our FY 92
authorization, thus allowing the division to hire the FY 93 staff prior to Tulv 1.1992. The FY 92 hiring would be
needed so that we can properly train the RfP staff prior to the opening of the window periods. These costs would be
paid for bv participating employers.

ANALYSIS: (attach a separate page if necessary.) The actuarial costs to participating employers due to this program
are to be paid up front and no additional costs to the systems are anticipated.

Prepared Bv:  Gary Bader Phone: 465-4460
Division Retirement and Benefits Date:  Tanuarv 29,1992
Approved by Commissioner: Nancy Bear Usera

Agerey: Department of AdministratioTT

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB & Impacted Agency(ies).
Rev 10/90 Page 1 of "4- v



CSSB 337 (SA) C
Analysis of Fiscal Implications to the Retirement Fund
Prepared by Division of Retirement & Benefits
Department of Administration
January 29, 1992

Analysis: This bill would place a temporary retirement incentive provision in statute
for the Public Employees' (PERS) and Teachers' (TRS) Retirement Systems. Active
PERS and TRS members could retire on an accelerated basis with an increased benefit
under the following conditions: at age 47, if vested; with 17 years of service as a
qualified peace officer, fire fighter or teacher; or with 27 years of credited service in the
PERS. Before qualifying for an accelerated benefit, however, the member must pay a
lump sum indebtedness payment or take an actuarial reduction from their life time

benefit for the indebtedness amount.

W e estimate that five permanent full-time positions-will be needed in Juneau and one in
Anchorage to administer the increased demand for information and services resulting
from adding potentially over 4000 new retirees to the PERS and TRS, resulting from prior
RIPs and projected for this one. In addition, we estimate that ten long term non-
permanent employees will also be needed for varying lengths of time over"the next two
fiscal years. Personnel will handle increased counseling, address and beneficiary changes,

account maintenance, and other services.

W e estimate that we will need to increase our normal number of counseling trips by 5
trips over the next two fiscal years to assure that members understand the options and
requirements of the program.



The total estimated adm inistrative cost to the division by fiscal year is as follows:

c

CSSB 337 (SA)
Analysis of Fiscal Implications
of Retirement
of Administration

Prepared by Division
Department

January 29,

to the R

1992

FY 93
PERSONAL SERVICES
FY 93
2 Retirement Specialist I/11 104.5
8 Retirement Technician /11 338.2
1 Accountant | 46.1
3 Accounting Clerk HI (12 months) 104.0
2 Clerk Il (12 months) 65.2
Total FY 93 Personal Services COSt.iinn S658.0
FY 94
2 Retirement Specialist I/11 104.5
5 Retirement Technician I/11 211.4
3 Retirement Technician I/11 ( 9mon.) 95.1
1 Accountant | 46.1
2 Accounting Clerk IIl (12months) 76.0
2 Clerk Il (12 months) 65.2
Total FY 94 Personal Services C OStu e,
FY 95
Retirement Specialist I/11 104.5
3 Retirement Technicianl/Ill 126.9
1 Accountant | 46.1
Personal Services Cost (FY 95 and beyond)
TRAVEL
Traveling to various locations throughout
the state to counsel prospective retirees and
JIVE SEM TN ATS et 3
CONTRACTUAL
FY 93
Computer services for additional PCs 16.5
Additional telephone costs (4 add phones) 2
Telephone service for 4 phones .8
Long distance call expense based upon
previous RIP 2J5
FY 93 contractual COStS . 20.0

Page 3 of jt

etirement Fund
& Benefits

FY 94

$598.3

.0 3.0

FY 95

$277.5



CSSB 337 (SA)
Analysis of Fiscal Implications to the Retirement Fund
Prepared by Division of Retirement & Benefits
Department of Administration
January 29, 1992

FY93 FY 94 FY 95
CONTRACTUAL
FY 94
lephone service for 4 phones 8
Long distance call expense based upon
previous RIP 2.5
FY 94 contractual COSES. s 3.3
SUPPLIES '
O ffice supplies, calculators COSt. e, 3.0 2.5
EQUIPMENT
W ork stations 23.0
Chairs 1.5
PCs and other office equipment 30.0
O ther office equipment
(Dictaphone, calculators, etc.) 5.0
1 File cabinets 3
5 Phones (600/instrument) 3.0
5 Personal Computers 27.5
5 Microfiche viewers 4.0
1 Computer Output Printer 18.0
Total Equipment cost .112.3 -O-
TOTAL Operations Cost $796.3 $607.1 $279.5

The retirement technicians, retirement specialists, accountant, and accounting clerks need
constant access to the PERS and TRS computer files. We don not have any excess terminals,
microfiche viewers or calculators. Our equipment request will satisfy our equipment needs for
the duration of this program. We propose the purchase of personal computers to be used as
terminals because they will be compatible with the division's Local Area Network.

W e are also proposing the purchase of an additional computer output printer, the previous
RIP's put great demand on our existing two printers and we were always in a state of backlog.
Our current day-to-day printer needs maximize the capacity of our existing printers. A fter
comparing the cost of leasing a printer for two years, coupled with our existing needs, purchasing

a new printer would be more cost effective.

All administrative costs of the program will be paid in advance by participating employers as
required by the bill.

The Other Funds are comprised of PERS at $438.0 and the TRS at $358.3 for FY 93.

Page 4 of~/ C\



Position Tllic\ No of Positions Range/Step Barg. Uhit

RETIREMENT & BENEFITS SPECIALIST I/11 2 16/A GGU
rime Sintus Saff Months: Location: 1-Juiieail/AWA Hection District

PFT 2x 12=24 1-Anchorage/EBA 4,7
TYFECF EAENDITURE AMVONT Justification ~ CSSB 337 (SA)
Slay 73.9
Berefits 307 mg C.  The Retirement & Benefit Specialists will train, direct, and supervise the
Premium Pay daily activities of the eight additional retirement technicians. They will
Other also be responsible for maintaining a listing of all employees who elect to

TOTAL PERSONAL SERMICES. 104.5 participate in the RIP and a listing of all employees who are eligible to
Trael 3.0 retire under the RIP. They will also be required to prepare data necessary
Contractual 3.4 tocalculate actual cost billing information to participating employers.
Supplies
Eouipment 18.8 The Retirement & Benefit Specialists will be available to counsel persons
Other who are interested and eligible to retire under the RIP.
TOTALQCST: 130.3

FUNDING SOURCE FORTOTAL OOsT
Federal Receipts 1002
GF. Mutch 1008
Gereral Fund 1004
TLAReceipts 1007
AP Receipts 1061
Cther 1029 PERS 717

1034 TRS 58.6

1 FY 93 —
Request For AENCY ADMINISTRATION
New Position BRU RETIREVENT & BENEHTS Pc 1 o

COVRONENT RETIREVENT & BENEHTS Revised Dete:



No. of Rsitias Range/Step Halg. Unit

ReitinTIIN
Retirement & benefits technician jlu 12/8 GGU
lime Status STMonths: Location: Hection District
3-PFr, 5-Temporary 8x 12=9% JUNEAU/AWA
rrrK of expenditure AVONT Justification ~ CSSB 337 (SA)
Sdary 234.0
Berefits 104.2 Tlie Retirement and Benefit Technicians staff will be needed to assist our
Prermium Pay current permanent staff to; research member files, prepare benefit
Qllier projections lor prospective retirees, process retirement applications and
TOTAL PERSONAL SHRVICES 338.2 establish benefits, add service that members are eligible to purchase and
Trawl respond to many inquires that the division will receive during the
Contractuel 10 concentrated window period of the program.
Supplies .
Eouipment 68.9
Other
TOTALQOST: 419.1
RUNDING SOURCE FOR TOTAL GOST
Federal Receipts
GF. Mitch 1003
CGereral Fund i[9}
-AReeIpS 1007
QAP Receipts 1061
Gilier 1029 PERS 230.5
1034 TRS 188.6
[ FY 93
Request For AENCY ADMINISTRATION
New Position BRU RETIREVENT &BENEFITS Pgp 2 of 5
COVPONENT RETIREVENT &BENEFITS Revised Dete:



Position TItIA
ACCOUNTANT 1
Staff Months:

PFT 12
TYPE OF EXPENDITURE

Time Status

32.2
14.0

Salary
Benefits
IVemlum Pay
Oilier

TOTAL PERSONAL 8ERVICES:
Travel
Contractual
Supplies
Equipment
Other

TOTAL COST:

FUNDING SOURCEFOR TOTAL COST

Federal Receipts 1002
G.F. Match 1003
Ccncral Fund 1004
1-A Receipts 1007
CIP Receipts 1061
Other 1029 PERS

1034 TRS

Request For
New Position

AMOUNT

46.1
15
0.6

12.5

60.7

33.4
27.3

AGENCY ADMINISTRATION

sru RETIREMENT & BENEFITS
component RETIREMENT & BENEFITS

Rangc/Stcp Barg. Unit

1 14/A
Election District
JUNEAU/AWA 4
CSSB 337 (SA)

No. of Positions

GGU

Location:

Justification

An Accountant | will monitor and review RIP contracts between employers
and the Division to insure receipt of RIP related funds. Book receivables
as year and adjustments. Establish coding system in AKSAS to track
receiveables, payments, interest calculations, and balances due for each
district participating in die RIP.

Process Reimburseable Services Agreements (RSA) transactions for state
agencies participating in die RIP. Transfer RSA payments to proper fund
equity account in each fund. Reconcile RIP tracking system using PC to
AKSAS on mondily basis. Provide Accountant ITTwidi final adjusted
financial data to be used in quarterly financial statements of die pension
funds. Provide financial reports and analyses to management.

Calculate interest for each district based on balances due and terms set out
in. contracts, and bill each district for balances due and interest charged.
Work widi independent audit team on all RIP related questions. Analyze
complex financial data to respond to auditors questions.

FY 93

Page 3 of

Revised Date:



Position Title No. of Rsitiars RS Barg. Lnit
ACCOUNTING CLERKl” 10/A GGU
Time Status Staff Monli>s: recallon: Election District
Temporary 3x12 = 36 JUNEAU/AWA
TTPE OF EXPENDITURE AMOUNT JusUQcatlon CSSB 337 (SA)
Sninry 70.5
Benefits 33.5 « 3 .% jww Vi Accounting Clerk Il positions will handle the additional accounting duties

related to a Retirement Incentive Program (RIP) as follows: member file

Other research, file maintenance, including entering indebtedness, history, and
TOTAL PERSONAL SERVICTS: ' H 'l 'V'0o'' 104.0 retirement segments into the appropriate system; vcrfication of system

output, any adjusting vouchers that are necessary in AKSAS, assisting

Premium Pay

Travel
Contractual 3.4 with the deposits and coding of member indebtedness payments and
Supplies 0.6 employer RIP payments, assisting with the member account information
Equipment 11.5 thatis needed in completing tax excludable statements for the Retirement
Other Section, and any follow through that becomes necessary.
TOTAL COST: 119.5
FirnmNO SOURCE FOR TOTAL COST
Fedcrnl Receipts 1002
G.F. Match 1003
General Fund 1004
I-A Receipts 1007
CIP Receipts 1061
Other 1029 PERS 65.7
1034 TRS 53.8
[“ FY 93
Request For acency ADMINISTRATION
New Position sru RETIREMENT & BENEFITS Page 4 of 5

compoNeNT RETIREMENT & BENEFITS Revid%d Dale:



Position Tlllc

No. of PoslUons lInngc/Stcp Barg. Unit

CLERK 1l 2 7/B GGU
Time Status Stair Mmonths: Location: Flection District

Temporary 2x12=24 JUNEAU/AWA 4
TYPE OF EXPENDITURE AMOUNT Justification CSSB 337 (SA)
Salary 44.2 | jjli| 18]|1i =M il
Benefits 21.0 Clerk 11 positions are required in the divisions microfiche center for die
Premium Pny day-to-day file/recordkeeping duties for die new retirees under the RIP.
Other >vr*rh ir Dudes include: sanitizing and purging files, creating new microfiche files

TOTAL PERSONAL SERVICES: 65.2 for these redrees from paper documents, creating duplicate microfiche files
Travel when requested for the use of division personnel, and filing and refiling all
Contractual 0.7 documents.
Supplies 0.2
Equipment 0.6 Many calculations affecting members’ retirement accounts depend on the
Other files being accurate and up-tn-datc.
TOTAL COST: 66.7

FUNDING SOURCE FOR TOTAL COST
Federal Recdp's 1002
G.F. Match 1003
General Fund 1004
I-A Receipts 1007
CIP Receipts 1061
Other 1029 PERS 36.7

1034 TRS 30.0

FY 93 (
Request For acency ADMINISTRATION
New Position pru RETIREMENT & BENEFITS Page 5 of 5

compoNenT RETIREMENT & BENEFITS Revised Dale:
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CS FOR SENATE BILL NO. 337 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s):  SENATORS DUNCAN, Kerttula, Sturgulewski, Rocley
A BILL

FOR AN ACT ENTITLED
"An Act relating to retirement incentive programs for the public employees’ retirement
system, the teachers’ retirement system and certain persons under the judicial retirement

system; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. Since it may be necessary for state agencies and other employers who
participate in the state retirement systems to reduce their personal services costs because of declining
state revenue, reimplementation of the retirement incentive programs established by ch. 26, SLA 1986,
as amended by ch. 76, SLA 1988, and ch. 89, SLA 1989, as amended by ch. 18, SLA 1990, encouraging
employees to retire voluntarily, will reduce the hardship of layoffs. This program is intended to realize
sufficient economies to offset the cost of administration and benefits to state agencies and other
employers resulting from the award of retirement credits and to result in a net reduction in personal
services costs to the state or other public employers during a period of declining revenue.

* Sec. 2. RETIREMENT INCENTIVE PROGRAM, (a) An employer may adopt a retirement
incentive plan under secs. 3 - 6 of this Act, as appropriate, to designate organizational units of employees

oL 0SB 37(FIN

New Texr. 'Jnder 11nod [DELETED TEXT BRACKETED]
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eligible to participate in the retirement incentive program.

(b) The organizational units of a plan must be selected so that implementation ofthe plan results
in maximum savings to the employer in personal services costs within five 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 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 designated 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 organizational 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 requirements 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 appointed to retirement in an amount equal to
() 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 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 25.95 percent of the

member’s actual compensation for the school year, or the calculated school year compensation for a

CSSB 337(FIN »
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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 outstanding indebtedness at the time a participant is
appointed to retirement v/ill require an actuarial adjustment to the benefits payable.

() A member of the public employees’ retirement system who participates 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 fire fighter, 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.

(g) A participant 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) to meet the age required for early retirement under AS 14.25.110 or AS39.35.370,
as appropriate;

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

(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 a member will
qualify to retire under this section, credited service may include only,

(1) for members of 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 members of the public employees’ retirement system, service credit for
employment rendered to an employer.

(i) In order to establish eligibility for participation under (b) of this section, and in addition to
the employee indebtedness under (e) or (f) of this section, an employee may elect to assume a portion
of the employer liability calculated under (d) of this section. An outstanding indebtedness at the time
the employee is appointed to retirement will require an actuarial adjustment to the employee’s benefits.

* Sec. 3. AUTHORIZATION FOR STATE EMPLOYEE RETIREMENT INCENTIVE, (a) A state

N (SSB 7(FIN)
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agency is authorized to adopt a retirement incentive plan for its employees. A plan adopted under this
section must permit a designated employee to apply to the retirement incentive program under sec. 2 of
this Act only from July 31, 1992, through October 31, 1992.

(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, 1991,

(2) is a permanent seasonal employee continuously employed by the state in the
permanent seasonal position during all of the time since November 1, 1991, 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 continuously employed by the agency during all of the time since
November 1, 1991, 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
of an employee unless the employee will be appointed to retirement on or before July 1, 1993.

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

* Sec. 4. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR OTHER EMPLOYEES IN

THE 'UBLIC EMPLOYEES’ RETIREMENT 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 is authorize to adopt a retirement incentive plan for
its employees under sec. 2 of this Act. A plan adopted under this section must permit designated
employees to apply to the retirement incentive program under sec. 2 of this Act only from December 31,
1992, through no later than June 30, 1993.

(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 February 1, 1994. The

employer may set an earlier date by which employees of the employer must be appointed to retirement

in order to participate.

CSSB B37FIN “
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* Sec. 5. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR 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 employees. A plan adopted under this section must permit
designated employees to apply to the retirement incentive program under sec. 2 of this Act only from
June 30, 1992, through no later than December 31, 1992.

(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, 1993. The
Board of Regents may set an earlier date by which employees of the university must be appointed to
retirement in order to participate.

(c) Notwithstanding the exclusion of members of the optional university retirement program from
participation in the teachers’ retirement system under AS 14.25.040(a), 14.25.220(40), and AS 14.40,
or in the public employees’ retirement system under AS 14.40, AS 39.35.120, and 39.35.680(21), a
participant in the optional university retirement program who is vested in one of those retirement systems
may participate in the retirement incentive program if the individual meets the other qualifications of
this Act

* 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 must permit des-
ignated employees to apply to the retirement incentive program under sec. 2 of this Act only from
June 30, 1992, through no later than December 31, 1992.

(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 I, 1993. The
employer may set an earlier date by which employees of the employer must be appointed to retirement
i\ order to participate.

* Sec. 7. POLITICAL SUBDIVISION OR PUBLIC ORGANIZATION EMPLOYMENT.
Notwithstanding other provisions of law, 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
for purposes of determining the years of service requirements for retirement under AS 14.25.110 or

AS 39.35.370, as appropriate. The member may not receive credit for those years under thi:. subsection

s CSR 337FIN
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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. PROVISION AND AUTHORIZATION FOR ADMINISTRATIVE DIRECTOR OF
COURT, (a) The chiefjustice of the state supreme court may adopt a retirement incentive plan for an
administrative director of the Alaska Court System who is a member of the judicial retirement system
under AS 22.25.012 if participation in the plan will result in savings to the court system in personal
services costs within Five years after the commencement of the plan. The administrative director may
participate only if the administrative director is vested in the judicial retirement system and will be
qualified to retire under AS 22.25.010 after receipt of the retirement incentive. To participate, the
administrative director shall apply on a form provided by the administrator of the public employees’
retirement system.

(b) The court system shall include in the retirement incentive plan a reimbursement agreement
that requires the court system, for each administrative director of the Alaska Court System who is retired
under the plan, to reimburse the judicial retirement system within three years after the end of the Fiscal
year in which the administrative director is appointed to retirement in an amount equal to

(1) the actuarial equivalent of the difference between the beneFits the administrative
director 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 (d) of this section and the amount paid under (f) of this
section, if any; and

(2) an appropriate share of the administrative costs of the program.

(c) A retirement incentive plan adopted under this section must provide that contributions from
the court system under (b) of this section take priority over other obligations of the court system to the
maximum extent permitted by law.

(d) An administrative director of the Alaska Court System who participates in the retirement
incentive program is indebted to the system. The amount of indebtedness is equal to 21 percent of the
director’s actual annual compensate n, or the calculated annual compensation for a member who works
fewer than 12 months, for the year in which the director terminates employment to participate in the
program. An outstanding indebtedness at the time the administrative director is appointed to retirement

will require an actuarial adjustment to the benefits payable.
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(e) Notwithstanding sec. 2(g) of this Act, an administrative director of the Alaska Court System
who participates in the retirement incentive program receives a credit of three years which may only be
used to meet the age requirements for normal or early retirement under AS 22.25.010(d).

(f) In order to establish eligibility for participation under (a) of this section, and in addition to
the employee indebtedness under (d) of this section, an administrative director may elect to assume a
portion of the employer liability calculated under (b) of this section. An outstanding indebtedness at the
time the employee is appointed to retirement will require an actuarial adjustment to the employee’s
benefits.

(g) The chief justice of the Alaska Court System is authorized to adopt a retirement incentive
plan for the administrative director of the court system. A plan adopted under this subsection must
permit an administrative director to apply to the retirement incentive program only from December 31,
1992, through June 30, 1993. The administrator of the public employees’ retirement system may not
accept the application of the administrative director of the Alaska Court System unless the administrative
director will be appointed to retirement on or before February 1, 1994.

* Sec. 9. 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 a lesser 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.

* Sec. 10. REEMPLOYMENT INDEBTEDNESS, (a) If a participant in the retirement incentive
program is reemployed after appointment to retirement under the program as a member of the public em-
ployees’ retirement system under AS 39.35, the teachers’ retirement system under AS 14.25, or the
judicial retirement system under AS 22.25, the participant loses the incentive credit received under
sec. 2(g) or sec. 8(e) 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 participant was not otherwise entitled, including the cost of health insurance. The participant is
entitled to a credit to be applied against the reemployment indebtedness in the amount the participant
has paid under sec. 2(e), (f), and (i) or sec. 8(d) and (O 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

_ -7- CSSB 337(FIN)
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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, during the year immediately following the employee’s
retirement, from entering into a personal services contract with an employee who has participated in the
program.

*Sec. 11. OFFICE OF MANAGEMENT AND BUDGET, (a) 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’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 the proposed participation contributes to the 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.

(b) The office of management and budget shall develop and implement a method to document
in the governor’s annual budget request the net reduction in personal services costs for each agency that
adopts a retirement incentive plan.

(c) The office of management and budget shall submit to the legislature annual reports on the
retirement incentive program beginning on January 15, 1994, and continuing through January 15, 1996,
and shall submit a final report on January 15, 1997. Each report must provide the information necessary
for the legislature to evaluate the effectiveness of the program in achieving its objectives. The report
must 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 five-year period.

* Sec. 12. PROGRAM CHANGES. An employee does not have a vested or contractual right to a
benefit under this Act until 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

CSSB 337(FIN) 8
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1 which participation agreements are executed by the administrator after the effective date of the changes.
2 * Sec. 13. DEFINITIONS. The definitions set out in AS 14.25.220 apply to this Act for members
3 of the teachers’ retirement system. The definitions set out in AS 39.35.680 apply to this Act for
4 members of the public employees’ retirement system.

5 *Sec. 14 Sections 1 - 8 of this Act are repealed July 1, 1994.

6 * Sec. 15 This Act takes effect immediately under AS 01.10.070(c).
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{y FISCAL NOTE No. A

STATE OF ALASKA ¢ 0.1 Version: S & 3 Q-
1992 LEGISLATIVE SESSION (S) Publish Date: 1=~ |
Revision D 0 te : Department Affected: ~ Administration
Xitio: "An Act refating fo retirement BRU: Finance
incentive programs...effectlve dace."  Component: Finance

Sponsor.  Se n. Kerttula. -
Requestor; §eFAJP %W?Affalrs COMPONENT SERIALNO. 59

EXPENDITURES/REVENUES: (Thousands of Donars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 10.0 62.6 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 <
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 10.0 62.6 0 0 0 0
CAPITAL 0 0 0 0 0 0
REVENUE
FUND SOURCE: 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)
GENERAL FUND 0 62 a 0 0 0 0
FEDERAL FUNDS %O 0 0 0 0 0
OTHER
FUND SOURCE: 0 0 0 0 0 0
TOTAL 100 =6 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 1 4 0 0 0 0
TEMPORARY 0 0 0 0 0

Estimata of current year impact: See attached

Prepared By:  Don Wanie _ Phone:  465-2240
Division: ~ Finance Date:  01/21/92
Approved by Commissioner:  Nancy..Bear Us

Agency:  Adminis tration . Date:

Oiatribtstjon (by prep«r*f): L*g. Fin.. Lagialatrv* Sporxoc, R¥<?%i>**tor, OMB/OBR. Gov Ofc & Imp«:«frd Agency(U«).

Rev 10/7/31 /\|$CAU D 0. A Page | o2



Impact of a Retirement Incentive Progranm

The Division of Finance 1is vresponsible for verification of
employment history and processing of termination pay for all state
employees. This includes verifying the length of employment,
accounting for all leave without pay during the entire employment
with the state and. determining salaries for the three highest
years. In addition, final and terminal leave pay must be processed
in accordance with contractual agreements.

With implementation of a Retirement Incentive Program (RIP) the
workload for these functions would be significantly increased and
additional support will be required by the Division of Finance to
meet processing deadlines. Approximately five hundred employees
took advantage of the previous RIP. It is anticipated that a
comparable number of employees would participate 1if a RIP was
implemented in the next year. Based on past experience, this would
require four additional positions, including one Accountant 1 and
three Accounting Technicians I, for a period of six months.

Estimated cost for these positions wouldbe:
Accountant I (1) Range 14A 19.7
Acct Tech 1 (3) Range 12A 52.9

Total Cost 72.6
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¢ FISCAL NOTE C =

Bill Version:

STATE OF ALASKA S) Publish Date: \—
192 LEGISLATIVE SESSION ©
Revision Date: Department Affected:  Administration
Title: An Actrelating to retirementincentive programs BRU:  Retirementand Benefits

for the Public Employees' and Teachers' Retirement _ _

System Component:  Retirement and Benefits
Sponsor Duncan
Request Senate State ATrairs COMPONENT SERIALNO. 64
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY B EY A . Y% FY % FY 97 FY 98
PERSONAL SERVICES 5757 6300 2775 2775 2775 2775
TRAVEL 3D 30 to 10 10 10
CONTRACTUAL 200 33 0 0 0 0
SUPPLIES 30 25 10. . 10 10 10
EQUIPMENT 123 0 0 0 0 0
LAND & STRUCTURES 0 0 0 1 0 0 0
GRANTS.CLAIMS 0 0 0 0 0 0
MISCELLANEQUS 0 0 0 0 0 0
TOTAL OPERATING 7140 6388 2795 2795 2795 2795
CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0
FUND SOURCE:

FUNDING: (Thousands of dollars)

GENERAL FUND 0 0 0 0 0 0
FEDERALFUNDS 0 0 0 0 0 0
OTHER 7140 6388 2795 2795 2795 2795
TOTAI 7140 6385 2795 2795 2795 21%
POSITIONS

FULL-TIME- 6 6 6 6 6 6
PART-TIME: 0 0 0 0 0 0
TEMPORARY: 9 9 0 0 0 0
Estimate of currentyear impact: 7ero

ANALYS.IS.: _(attach a separate page if necessary.)  The actuarial costs to participating employers due to this program
are to be paid up front and no additional costs are anticipated.

] / / \
Prepared, By/,,. Gary Bader <\ 2 ( s, A Phone: 465-4460
Division: L7 Retirement and Benefits ; Date: Ianuai}/ 161992
Approved by Commissioner:  Nancv Bear UserAt\ Date:

Agency.__ Department of Administration . _
Distribution (by preparer): Legislative Finance, Lcft™tive Sponsor, Requestor, OMB & Impacted Agency(ies).

Rev 10/90 . Pace | of 4




¢ C
Senate Bill 337
Analysis of Fiscal Implications to the Retirement Fund
Prepared by Division of Retirement & Benefits
Department of Administration
January 16, 1992

Analysis: This bill would place a temporary retirement incentive provision in statute
for the Public Employees' (PERS) and Teachers’ (TRS) Retirement Systems. Active
PERS and TRS members could retire on an accelerated basis with an increased benefit
under the following conditions: at age 47, if vested; with 17 years of service as a
qualified peace officer, fire fighter or teacher; or with 27 years of credited service in the
PERS, Before qualifying for an accelerated benefit, however, the member must pay a
lump sum indebtedness payment or take an actuarial reduction from their life time
benefit for the indebtedness amount.

We estimate that five permanent full-time positions will be needed in Juneau and one in
Anchorage to administer the increased demand for information and services resulting
from adding potentially over 4000 new retirees to the PERS and TRS, resulting from prior
RIPs and projected for this one. In addition, we estimate that nine long term non-
permanent employees will also be needed for varying lengths of time over the next two
fiscal years. Personnel will handle increased counseling, address and beneficiary changes,
account maintenance, and other services.

We estimate that we will need to increase our normal number of counseling trips by 5

trips over the next two fiscal years to assure that members understand the options and
requirements of the program.

Page 2 of 4
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t SB 337
Analysis of Fi.-cal Implications to the Retirement Fund
Prepared by Division of Retirement & Benefits
Department of Administration
January 16, 1992

The total estimated administrative cost to the division by fiscal year is as follows:

FY 93 FY 94 FY95
PERSONAL SERVICES
FY 93
2 Retirement Specialist I/11 104.5
8 Retirement Technician I/11 338.2
1 Accountant | 46.1
2 Accounting Clerk Il (6 months) 38.0
2 Clerk Il (9 months) 48.9
Total FY 93 Personal Services COSt..ccooovcviciiieinnennne. $575.7
FY 94
2 Retirement Specialist 1/11 104.5
8 Retirement Technician I/11 338.2
1 Accountant | 46.1
2 Accounting Clerk I11(12 months) 76.0
2 Clerk Il (12 months) 65.2
Total FY 94 Personal Services COSt..cccocvviiveiiiicinnne $630.0
FY 95
2 Retirement Specialist 1/11 104.5
3 Retirement Technician /11 126.9
1 Accountant | 46.1
Personal Services Cost (FY 95 and beyond) $2771.5
TRAVEL
Traveling to various locations throughout
the state to counsel prospective retirees and
give seminars 3.0 3,0
CONTRACTUAL
FY 93
Computer services for additional PC's 16.5
Additional telephone costs (4 addphones) 2
Telephone service for 4 phones 8
Long distance call expense based upon
previous RIP 25
FY 93 contractual costs.... . ... . ... . ..... 20.0

Page 3 of 4
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SB 337
Analysis of Fiscal Implications to the Retirement Fund
Prepared by Division of Retirement & Benefits
Department of Administration
January 16, 1992

FY 93 FY 94 FY95
CONTRACTUAL
FY 9%-
Telephone service for 4 phones 8
Long distance call expense based upon
previous RIP Z5
FY 94 contractual COStS...ccooeniriniiiiiirieee e 3.3
SUPPLIES
Office supplies, calculators cost 3.0 2.5
EQUIPMENT
5 Work stations 23.0
5 Chairs 15
PCs and other office equipment 30.0
Other office equipment
(Dictaphone, calculators, etc.) 5.0
1 File cabinets 3
5 Phones (600/instrument) 3.0
5 Personal Computers 27.5
5 Microfiche viewers 4.0
1 Computer Output Printer 18.0
Total Equipment COSt...coviiiiiiinn 112.3 -0- -0-
TOTAL Operations Cost $714.0 $638.8 $279.5

The retirement technicians, retirement specialists, accountant, and accounting clerks reed
constant access to the PERS and TRS computer files. We don not have any excess terminals,
microFche viewers or calculators. Our equipment request will satisfy our equipment needs for
the duration of this program. We propose the purchase of personal computers to be used as
terminals because they will be compatible with the division's Local Area Network.

We are also proposing the purchase of an additional computer output printer, the previous
RIP’s put great demand on our existing two printers and we were always in a state of backlog.
Our current day-to-day printer needs maximize the capacity of our existing printers. After
comparing the cost of leasing a printer for two years, coupled with our existing needs, purchasing
a new printer would be more cost effective.

AT. administrative costs of the program will be paid in advance by participating employers as
required by the bill.

The Other Funds are comprised of PERS at $392.7 and the TRS at $321.3 for FY 93.

Page 4 of 4
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N /
AMENDMENT /
OFFERED IN THE SENATE BY SENATOR DUNCAN

TO: CSSB 337 (STATE AFFAIRS)

Page 4, line 26, after "through":

Insert "no later than"

Page 4, line 28, after

Insert "The employer may set an earlier date by which employees of the employer must be
appointed to retirement in order to participate.”
Page 5, line 2, after "through":

Insert "no later than"

Page 5, line 4, after
Insen "The Board of Regents may set an earlier date by which employees of the university must

be appointed to retirement in order to participate.”

Page 5, line 16, after "through":

Insen "no later than"

Page 5, line 18, after
Insert "The employer may set an earlier date by which employees of the employer must be

appointed to retirement in order to participate.”



AMENDMENT

TO: CS SB 337 (STA)
OFFERED BY; Senator Pourchot
DATE: February 25, 1992
TITLE CHANGE:
Page 1, Line 2
following first "system™:

Delete (AND)

Insert A
following second "system™":

Delete (;AND)

Insert and certain persons
Retirement System.
Rationale: This change should have

included in the S

tate A ffairs CS version.

under

occurred when

the

Section

Judicial

8 was
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AMENDMENT >46Ssiei*£e

OFFERED IN THE SENATE BY SENATOR KERTTULA
TO: CSSB 337 (STATE AFFAIRS)

Page 4, line 3, after "(b)™
Delete "The"
Insert "Except for.an employee who has at least 20 years of credited service as a state employee

the"



PROPOSED AMENDMENT TO SENATE BILL 337
BY: SENATOR PAUL FISCHER

PAGE 7, LINE 15:
*Sec.10. REEMPLOYMENT INDEBTEDNESS AND REEMPLOYMENT PROHIBITION @

ADD NEW SUB-SECTION TO READ:

"(b) For three years 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 an

employer who is an employer in the retirement system from which

the participant retired."



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 465-3867 or 465-2450

FAX (907) 465-2029 240 Main Street, Suite 500
Mail Stop 3101 Juneau, Alaska 99801-2101
MEMORANDUM February 25, 1992
SUBJECT: Does sec. 8 of the retirement incentive bill constitute special

legislation (CSSB 337 (State Affairs))
TO: Senator Pat Pourchot

FROM: Teresa B. Cramer”®
Legislative Counsel

You have asked whether sec. 8 of CSSB 337 (State Affairs) constitutes special
legislation, prohibited under art. Il, sec. 19 of the state constitution.

In my opinion, sec. 8 would probably not be considered prohibited special legislation.

Section 8 permits the chiefjustice of the state supreme court to adopt a retirement
incentive plan for administrative directors of the court system who are members of
the Judicial Retirement System (JRS). Under sec. 8(a), the plan must result in a
savings to the court system in personal services costs within five years.

The administrative director is the only member of JRS whose salary is not fixed by
statute at a set range and step” and, therefore, the only member whose retirement
could result in a salary savings to the state. (The state saves money if the replace-
ment is hired at a lower salary step than the retiring administrative director currently
receives.) The other circumstance that may affect the answer to your question is that
there is only one administrative director of the court system at a time. Therefore,
although the legislation is drafted in general language, it will apply, in all probability,
to only one person.

AThe monthly salary of members of the supreme court is set at Step F, Range 30 under AS 22.05.140.
Members of the court of appeals are compensated at Step E, Range 29 under AS 2207.090. Superior
court judges arc compensated at Step E, Range 28, with a geographic cost-of-living adjustment
possible, depending on the location of the judge’s primary office assignment. District court judges
receive a monthly salary of Step C, Range 26, with the possibility of a geographic cost-of-living
adjustment, under AS 2215220. Magistrates, whose salaries arc not fixed at a step and range by
statute, are members of the Public Employees’ Retirement System and therefore could be included
in a retirement incentive plan under sec. 3of the bill.



Senator Pat Pourchot
February 25, 1992
Page 2

Section 19, art. 2 of the state constitution states, in part,

The legislature shall pass no local or special act if a general act can be made
applicable. Whether a general act can be made applicable shall be subject to
judicial determination.

In Abrams v. State. 534 P.2d 91 (Alaska 1975), the court held that legislation
specifically providing for a borough in the Eagle River area constituted a special act
because the general statutory system for creating boroughs could reasonably
accomplish the same goal. The court, citing an earlier case, noted that legislation
does not become "local" merely because it operates only on a limited number of
geographical areas. The test was whether the legislation related to a matter of
statewide concern or common interest. In State v. Lewis. 559 P.2d 630 (Alarka),
appeal dismissed and cert, denied, 432 U.S. 901, 97 S.Ct. 2943, 53 L.Ed. 1073, (1977),
the court examined a 'and exchange agreement between three parties - the state, the
federal government, and a regional Native Corporation -- and declined to invalidate
tiie legislation on the grounds that it was a local or special act. The court held that
the test to be employed in determining whether the legislation was prohibited as a
special or local act was substantially the same as the test used to analyze legislation
challenged on equal protection grounds where the legislation does not create a
suspect classification. The court stated:

[ejxamining both the legislative goals and the means used to advance them,
we must determine whether the legislation bears a “fair and substantial
relationship’ to legitimate purposes. If this standard is satisfied, the bill will
not be invalid because of incidental local or private advantages. Legislation
need not operate evenly in all parts of the state to avoid being classified as
local or special.

(559 P.2d at 643, citations omitted.)

In my opinion, the provisions of sec. 8 satisfy this test. The purpose of the legislation,
as set out in sec. 1, is to reduce personal services costs so that, in a time of declining
revenue, the hardship of layoffs is reduced. 1 believe that courts would find this a
legitimate public purpose. The only position included in JRS in which retirement
might lead to a savings in personal services cost through the retirement of the
incumbent is the administrative director of courts. Therefore, the legislation applies
as generally as it can while accomplishing its purpose.

If | may be of further assistance, please advise.

TC:pl
92-128.pim



DIVISIOr OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

(907) 465-3867 or 465-2450

FAX (907) 465-2029 240 Main Street, Suite 500
Mail Slop 3101 Juneau, Alaska 99801-2101
MEMOR ANDUM February 4, 1992
SUBIJECT: Sectional Summary of CSSB 337(State Affairs)

(Retirement Incentive Programs)
TO: Senator Jim Duncan

FROM: Teresa B. CrameT”{~"d"
Legislative Counsel

You have requested a sectional analysis of the above described 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.

Because this bill sets up a time-liinited program vhich is repealed July 1, 1994, it is
not placed into the codified statutes. If the bill is enacted, it will be published in the
Session Laws and also in the Temporary and Special Acts volume of the Alaska
Statutes.

Section 1 states the legislative purpose in adopting a retirement incentive program
for public employers and employees.

Section 2 establishes the general requirements for a retirement incentive program.
Subsection (a) permits employers to designate organizational units of employees Yy
eligible to participate. Subsection (b) sets out criteria for the organization units. \Y/
Subsection (c) limits which employees are eligible to participate to those who will be
gualified to retire after receipt of the retirement incentive. Subsection (d) sets out /
requirements for the pian filed by the employer and requires the employer to agree

to reimburse the retirement system for the extra costs incurred by the system from
participation by the employer’s employees.

Subsection (e) sets out the formula for computing how much each member of the
Teachers’ Retirement System (TRS) who participates in the plan owes in order to
receive the three-year credit. It is based on the annual contribution rate of 8.65%
for members of TRS set out in AS 14.25.050. Subsection (f) sets out the formula for



Senator Jim Duncan
January 17, 1992
Page 2

computing how much each member of the Public Employees’ Retirement System
(PERS) who participates in the plan owes in order to receive the three-year credit.
It is basea on the annual contribution rates of 7.5% for peace officers who are
members of PERS and 6.75% for other members of PERS set out in AS 39.35.160.

Subsection (g) provides that the retirement incentive is a credit of three years, to be
used either to meet retirement eligibility requirements or, if those are met, to
increase the amount of credited service a participant is entitled to when computing
benefits. Subsection (h) limits the kinds ot credited service that employees retiring
under the retirement incentive plan may use when determining whether they are
eligible to retire. Note that the subsection does not limit the kinds of credited service
that may be considered when computing the employee’s benefits.

Subsection (i) permits employees to assume part of the employer’s liability in order
to become eligible to participate in a retirement incentive plan.

Section 3 authorizes the state to adopt a retirement incentive plan for its employees,
to begin July 31, 1992, and ending October 31, 1992. Subsections (b) and (c) limit
which employees may participate. Subsection (d) requires that participants be
appointed to retirement on or before July 1, 1993.

Section 4 authorizes political subdivisions and public organizations which participate
in PERS to adopt a retirement incentive plan for tneir employees, to begin
December 31, 1992, and ending June 30, 1993. Subsection (b) requires that
participants be appointed to retirement on or before February 1, 1994,

Section 5 authorizes the University of Alaska to adopt a retirement incentive plan for
its employees, to begin June 30, 1992, and ending December 31, 1992. Subsection
(b) requires that participant be appointed to retirement on or before August 1,1993.
Subsection (c) addresses participants in the Optional University Retirement Program.

Section 6 authorizes employers in TRS/other than the state or the University of
Alaska, which are covered in sections 3 and 5 abovejto adopt a retirement incentive
plan for their employees, to begin June 30, 1992, -and ending December 31, 1992,
Subsection (b) requires that participants be appointed to retirement on or before
August 1, 1993.

Section 7 permits state employee participants to receive credit for certain employ-
ment with political subdivisions or public organizations who did not participate in
PERS or TRS at the time of the employment for purposes of determining whether
the participant satisfies the years of service requirements for retirement under TRS
or PERS. The employment may not be counted when the amount of the partici-
pant’s benefits are calculated.



Senator Jim Duncan
January 17, 1992
Page 3

Section 8 permits the administrative director of the Alaska Court System who is a
member of the Judicial Retirement System (JRS) to participate in a retirement
incentive program. The section sets out provisions comparable to those that apply
to members of the other retirement systems.

Section 9 permits the Department of Administration to take certain actions if
employers who are participating in the retirement incentive program become
delinquent in the payments they owe the system for the increased benefits paid to
their retirees under the program.

Section 10 establishes an indebtedness owed by participants in the retirement
incentive program who, after retirement, are reemployed in a position that is covered
by PERS, TRS, or JRS. Subsection (b) prohibits participants from working for an
employer who is part of one of the state retirement systems for one year after the
participant retired. There is an exception for the University of Alaska.

Section 11 directs state agencies to file with the Office of Management and Budget
reports showing the expected effect of the program on the agency’s personal services
cost and operation. Subsection (b) directs OMB to document the net reduction in
personal services costs for each agency in the governor’s annual budget request.
Subsection (c) directs OMB to report to the legislature on the retirement incentive
program.

Section 12 states that employees do not have a vested or contractual right to benefits
under a retirement incentive program until an agreement is executed with the
administrator of the retirement, system. The legislature reserves the right to make
changes to the program.

Section 13 makes the definitions in TRS and PERS, as appropriate, applicable to the
bill.

Section 14 repeals sections 1 - 8 of the Act, which establish and authorize the
retirement incentive programs, on July 1, 1994,

Section 15 is an immediate effective date clause.
If I may be of further assistance, please advise.

TC:qgc
92-097.glc



glasffea H>taU: legislature COMMITTEES:
"'ice Chair -

Firance
i Vice Ciiair -
Senator Jim D uncan S idr -
P.0. Box V Juneau. Alaska 99811-3100 Rules
Rudiget* ALcit
January 29,1992 Q07) 465-4766 Ethics Reform

FACT SHEET ON SB 337, THE 192RETIREMENT INCENTIVE BILL
Provided By Senator Jim Duncan

| have sponsored two previous successful Retirement Incentive Pro”ams,
one commencing in 1986 and one in 1989. My current Retirement Incentive
proposal is contained in Senate Bill 337. This bill was heard twice by the
Senate State Affairs Committee and on January 29 was amended and
moved from that committee. The next referral 1s the Senate Health,
Education and Social Services Committee and then Senate Finance.

The basic configuration of the Retirement Incentive Program in the CS for
SB 337 is substantially similar to previous offerings of the program;
however, it is very likely that changes will continue to occur through the
committee process.

To summarize, the Retirement Incentive will offer a three year retirement
credit to be applied in the following order;

1. to meet the age or service required for eligibility for normal
retirement;

2. to meet the age required for early retirement;

3. to reduce the actuarial adjustment required for early
retirement; and

4. as years of credited service for calculating retirement benefits.

The benefit calculation will vary depending on each individual's length of
service and their age. The mandatory personal services savings will again
be calculated over a five year period.

The employee will be required to pay what they would have paid into the
retirement system if they had continued to work for an additional three
years. The employer's cost will be the difference between the employee’s
contribution and the full actuarial cost of the three year incentive. The full
actuarial cost is calculated by the state's actuaries for each individual who
is eligible for the program. Th’s means that all cost incurred because the
individual retires three years earlier is fully paid into the respective
retirement system. Recent annual reports on both PERS and TRS both
report that the systems have been adequately compensated for RIP incurred
costs.

D istrictC
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The window periods in the State Affairs Committee Substitute for SB 337 are
as follows;

Employee Must

Employee Type Application Period Retire on or Before

ﬁea.cher.i June 3(3,1992-Dec. 3],,1992 Augushl, 1993
niversity

State July 31,1992-Oct. 31,1992 July 1,1993

Municipal Dec.31,1992-June 30,1993 February 1,1994

Amendments made in the Senate State Affairs Committee were requested
by the Depaxtment of Administration in return for their support for the
legislation. The amendments included the elimination of military service
credit for jrears of credit towards service based retirement; i.e., 20 or 30 and
out options; changing the window period for state employees from
December 31,1992 through June 30,1993 for application to July 31,1992
through October 31, 1992, and changing the required retirement date for
state employees from February 1,1994 to July 1,1993. The other change
was to add a prohibition against Retirement Incentive Program retirees
being either re-employed or contracting with the state for personal services
for one year. While | did not favor these amendments, | had to accept them
in order to gain the Administration’s support for the Retirement Incentive
Program.

A Legislative Audit released in November, 1991 revealed that total savings
of almost $23 million were achieved by public employers through the use of
the 1989-90 Retirement Incentive Program. The State of Alaska saved over
$6 million, with the largest savings accruing to the Department of
Transportation and Public Facilities. The University saved $4.3 million and
school districts throughout the state saved almost $9 million. The total
number of participants was 1,764. This compares to 2327 participants in
the 1986-87 Retirement Incentive Program. Savings for the original
program amounted to over $73 million.. Much of the difference between the
calculated savings between the 86-87 offering and the 89-90 program is
accounted for by the auditor's conservative standards for determining
saving! and the high level of participation in the original program. For
instance, the Legislative Audit stated that while the University had
reported $9.2 million in savings, but had reallocated $4.9 million to expand
programs, the audit figures therefore did not include the $4.9 million.

For information on the current status of Retirement Incentive Program feel
free to contact Roxanne Stewart in my office at 465-4766.



i f WALTER J. HICKEL, GOVERNOR

P.0. BOXC
DEPARTMENT OF ADMINISTRATION JUNEAU, ALASKA 99511-0200

PHONE: (907)465-2200
OFFICE OF THE COMMISSIONER FAX: 907)465-2135

January 29, 1992

The Honorable Jim Duncan
Alaska State Legislator
State Capitol

Juneau, AK 99811

Dear Senator Duncan:

This is to follow up on the discussions regarding SB 337 at
the Senate State Affairs Committee meeting on January 22.

As requested, we have reviewed the "window" for State
participation in the program. We find that under the
February 1, 1994, window proposed in SB 337, 4,366 State
employees would be eligible to participate; and based upon
the experience of the last incentive program, approximately
29%, or 1,266, employees could be expected to avail
themselves of the incentive. The July 1, 1993, window
proposed by the department would reduce the number of
eligible employees by 447 and, in turn, the actual number who

would participate by only 130. In view of the greater
flexibility the shorter window would provide for dealing with
projected revenue shortfalls, |1 believe its benefits outweigh

the exclusion of the small number of employees who would be
affected.

I am enclosing a copy of the specific amendments the
department 1is proposing to Senate Bill 337. They include
language for the windows for State employees for making
application and actually retiring, as well as the other
amendments we offered on January 22. We have, however,
redrafted the contracting prohibition amendment to model it
after that set out in the legislation enacted for the last
incentive program.

I would appreciate your favorable consideration of these
amendments which would enable the Department of
Administration to support SB 337.

Thank you.
ely,
Nancy Bear y”era
Commi ssionc'r
NBU/nl

Enclosures



OOI/:FERED IN THE SENATE
0
TO: SB 337

Page 3, line 25:
Delete "and military service under AS 39.35.340"



AMEND MENT

OFFERED IN THE SENATE
TO: SB 337

Page 4, line 2:
Delete "December 31, 1992, through June 30, 1993"
Insert "July 31, 1992, through October 31, 1992"

Page 4, line 17:
Delete "February 1, 1994"
Insen "July 1, 1993"



"(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, during the year immediately following
the employee’s retirement, from entering into a personal services contract with an employee who

has participated in the program.”



ALASKA STATE LEGISLATURE

LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

P. O. Box w
Juneau, AK 99811-3300
(907) 465-3830
FAX (907) 465-2347
MEMORANDUM

TO: The Honorable Pat Rodey
Chairman, Senate

FROM: Randy S. Welker
Legislative Auditor

DATE: January 24, 1992

At the State Affairs Committee meeting on January 22, 1992, Senator Pourchot requested
information on the legislative employees who participated in the last Retirement Incentive
Program. The following table identifies those employees and the savings projected:

NAME POSITION AGENCY SAVINGS

Kurt Dzinich Senior Advisor Legislative Research $204,643

Sally Mclintire Assistant Chief Clerk of Legislative Affairs 36,683
the House

Richard Bradley Attorney 1V Legal Services 22,476

Patrick Learner Systems Programmer Legislative Audit 9,531

Irene Cashen Chief Clerk of the House Legislative Affairs 5,824

Ruth Packard Researcher Legislative Affairs 4,286

Subtotal 283,443

Misc. Admin. Fees (1,496)

Total Savings Reported for the Legislature $281,947

As can be seen from the table above, the majority of the legislative savings was generated
from the elimination of a position during the consolidation of the House Research Agency
and the Senate Advisory Council. If you have any further questions, please contact me.

Senate State Affairs Committee members



RETIREMENT INCENTIVE PROGRAM

STATUS REPORT

February 27, 1989

Eligible

Employer By Age/Svc
Governor®s Office 30
Administration 229
Law 41
Revenue 55
Education - PERS 72
Education - TRS 38
Health & Social Svc. 335
Labor 147
Commerce 88
Military Affairs 29
Natural Resources 160
Fish & Game 160
Public Safety 193
Environmental Consv. 36
Corrections 154
Comm. & Regional Aff. 21
Transportation 854
Ombudsman 1 -
Legislative Affars 53
Legislative Finance 2
Legislative Audit 5
Court Systenm 08
Total State PERS 2762
Total State TRS 38
University of Ak PERS 325
University of Ak TRS 372
Geophysical |Inst PERS 27
Geophysical Inst TRS 38
Total University PERS 352
Total University TRS 410
Total Poly - Subs PERS 2661
Total Schl Dists TRS 1773
Grand Total PERS 5775
Grand Total TRS 2991
Overall Total 7996

Designated
By Empl.

)
174
18
29
71
36
304
138
95
6
139
143
182
34
139
18
809
0
20
0

3

0

2287
36

319
349
27
35
346
384
1272

1668

3905
2088

5993

Retired

5
101
11
23
28
19
150
54
28
4
65
78
101
12
38
7
355
0
13
0

3

0

1076
19

107
95

114
103

412

603



EMPLOYER

3.E. Resource
center

Unalaska City
School District

Copper River
School District

Galena City
School District

Petersburg
Public Schools

Yukon Koyukuk
School District

Alaska Gateway
School District

Bristol Bay
School District

Kodiak Island
School District

Delta/Greely
School District

Yukon Flats
School District

L. Kuskokwini
School District

f."ortn Slope
School District

Dillingham
City Schools

Craig City
School District

DIVISION OF RETIREMENT AND BENEFITS
RETIREMENT INCENTIVE PROGRAM (RI?)

SUMMARY RESULTS OF POLITICAL SUBDIVISION SURVEY
March 14, 1989

NUMBER
RETIRED

11

17

31

28

| POS. COST OF
|REFILLED POSITIONS
1 FOR 5 YRS
1 ($1000%s)
1

|

1 0 800.0
1

| 1 322.5
1

1 10 2,854 .7
1

1 1 264 .6
1

1 2 437 .5
1

1 4 2,006.5
1

1 4 1,055.5
1

| 1 273.8
1

1 16 4,487.7
1

1 2 700.9
1 Not

1 4 Provided
1

| 26 7,535.6
|

| 23 7,643.0
1

1 2 1,231.7
1

1 1 277 .2

COST TO RE—

FILL POS.
(over 5 yrs
($1000"s)

0.0

165.8

1,904.9

198.0

338.6

1,414 .4

745 .0

186.7

3,380.0

644 .0

Not

Provided

4,637.6

5,600.5

180.0

210.1

RIP COST

SAVINGS o
(COST)
FOR 5 YRS

($1000 "s) ($10001s)

33.

34 .

279

60.

55.

177

180.

50

579

96.

128.

677.

727

277

21.

0 717 .
1 122.
.3 670.1
0 6.1
1 43 .1
.0 414 .t
8 129 .~
.3 36 A
.9 527 .8
4 (- 39.6)

Not
5 Provided
2 2,220.1
-0 1,315.1
.8 773 .S
8 45 _:



EMPLOYER

Wrangeil
Public School

Valcez
City Schools

Adak Region
School District

Fairbanks
School District

Haines
School District
Cordova

Public Schools

Juneau
School District
Lake and Penin.
School District

Pen.
District

Kenai
School

Southwest
Regional School
Anchorage

School District

N*enana City
School District

Nortnwest Arct
Bor Sch Dist

RETIREMENT

INCENTIVE PROGRAM (RI?)

SUMMARY RESULTS OF POLITICAL SUBDIVISION SURVEY

NUMBER
RETIRED

10

71

42

67

373

31

I
I
1
i
1
1
1

- —_— —_— —_— A A = e

A

—

POS.

PAGE 2

COST OF

REFILLED POSITIONS

71

40

67

368

30

FOR 5 YRS
($1000°s)

455.5

2,519 .1

817 .1

17,998.0

1,529.6

185.3

3,750.0

675.0

16,285.6

666.5

81,249.1

1,611.1

5,562.6

/

COST TO RE-—

FILL POS.

(over 5 yrs
($1000 %)

330 .

604 .

611.

13,%592.

384 .

112.

1,449.

600.

11, 767 .

527 .

59,225,

1,209 .

4,046.

3

1
|
I

RI? COST SAVINGS o:1
(COST)
FOR 5 YRS
($1000 "s) (S1000"s)
43.7 ai. I
284 .4 1,630.2
111.4 94 .1
1,825.8 2,579 .1
131. 3 1,013.5
19.3 53.6
1,010*. 6 1,290.4
53.6 21.4
1,586.3 2,931.6
91.0 47 .8
8,580.7 13,473.2
173.7 229,2
rl
763 .21 753.0
TOTAL SAVINGS 31,182.6



RETIREMENT INCENTIVE PROGRAM (RI1?)
SUMMARY RESULTS OF POLITICAL SUBDIVISION SURVEY

PAGE 3 >
EMPLOYER NUMBER | POS. COST OF COST TO RE— RI? COST SAVINGS or
RETIRED |REFILLED POSITIONS FILL POS . (COST)
1 FOR 5 YRS (over 5 yrs FOR 5 YRS
1 ($10007"s) ($1000"s) ($10001s) ($1000 <)
1
City Of 1 Not Not
Skagway 1 ] 1 18.8 Provided Provided 0.C
City of 1
Wrangell 1 1 0 220.0 0.0 33.5 186 .5
City of 1
Palmer 4 | 3 1,024 .1 715.3 101.0 207.5
City of 1
Soldotna 2 | 1 482 .8 212 .7 47 .8 222.2
City of 1
Ketchikan 11 1 8 4,093.0 2,358 .5 519 .5 ..1,214 9
Kenai Peninsula [
Borough 14 1 7 3,234.0 2,270.4 324 .2 639 4
City/Borougn 1
Juneau 13 1 9 3,574.1 2,134 .8 298.9 1,140.4
City of 1
Valdez 7 1 4 2,676.3 1,241.1 289.6 1,145.5
TOTAL SAVINGS mm 4,756.5
Univers icy [ 1 1 1
PERS 113 1 76 26,052.1] 15,308.0 | 2,455.3 | 8,288.5
Universicy 1 1 1 [
TRS | 103 | 70 39,972.6| 22,792.7 | 3,163.3 i 14,016 .c

TOTAL SAVINGS 22,305.
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Table of Alaska Residency for the
Public Employees' and Teachers Retirement Systems

Benefit Recipients

Y ear PERS TRS
1982 60% 49%
1986 69% 54%
1991 71% 66%

These figures were the result of analyses by the system actuary ;i
preparation of the PERS and TRS five year Study of Actuarial
Assumptions. The study is performed to review all the system s
assumptions and make adjustments to reflect the prior period
experience. These numbers are dollar weighted to reflect the
economic value of benefit dollars residing in the state.



State of Alaska
Public Employees’ Retirement System

Actuarial Valuation Report
as of June 30, 1990
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Highlights

This reporthas been prepared by William M. Mercer, Incorporated to:

(1) present the results of a valuation of the Alaska Public Employees’ Retirement
System as of June 30, 1990;

(2) reriew experience under the plan for the year ended June 30, 1990;

(3) determine the appropriate contribution rates for the State and for each political
subdivisior. in the system;

(4) provide reporting and disclosure information for financial statements,
governmental agencies, and other interested parties.

The report is divided into two sections. Section 1 contains the results of the valuation. It
includes the experience of the plan during the 1989-90 plan year, the current annual costs,
and reporting and disclosure information.

Section 2 describes the basis of the valuation. It summarizes the plan provisions, provides
information, relating to the plan participants, and describes the funding methods and

actuarial assumptions used in determining liabilities and costs.

The principle results are as follows:

1989 1990
Funding Status as of June 30:
(a)  Valuation Assets’l S 2,348,423 S 2,677,486
(b) Accrued Liability* 2,563,268 2,753,518
(©) Funding Ratio, (a)/ (b) 91.6% 97.2%
120.0%
o 110.0%
100.0%
“<90.0%
W 80.0%
8 70.0%
n 60.0%
50.0%

* In thousands.

William V. Mercer. Incorporated



Employer Contribution Rates
for Fiscal Year:

1992 1993
(a) Consolidated Rate 12.00% 12.83%
(b) Average Past Service Rate 2.20% 75%
(c) Average Total Contribution Rate 14.20% 13.58%

In preparing this valuation, we have employed generally accepted actuarial methods and
assumptions, in conjunction with employee data provided to us by the plan sponsor and
financial information provided by Coopers & Lybrand, to determine a sound value for the
plan liabilities. We believe that this value and the method suggested for funding it are in
full compliance with the Governmental Accounting Standards Board, the Internal Revenue

Code, and ail applicable regulations.

Respectfully submitted,

Brian R. McGee, FSA Peter L. Godfrey, FIA, ASA
Principal Consulting Actuary

BRM/PLG/IWJ/jls

April 11, 1991
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Analysis of the V aluation

As shown in the Highlights section of this report, the funding ratio as of June 30, 1990 has
increased from 91.6% to 97.2%, a 5.6% increase. The average employer contribution rate
has decreased from 14.20% of payroll to 13.58%, a reduction of 0.62%. The reasons for the
change in the funded, status and contribution rate are explained below.

1. Retiree Medical Insurance

During the year ended June 30, 1990, the System experienced an actuarial gain of
596,813,000 due to the reduction in retiree medical premiums.

Because, in recent years, the adverse retiree medical premium experience was a major
reason for the rapidly increasing employer contribution rate and the deteriorating
funding ratio, it is certainly welcome news to be able to comment on a stabilization in
retiree medical premiums.

The following table summarizes the monthly premium per benefit recipient since retiree
medical benefits have been provided under PERS.

Monthly Premium Annual Average Annual

Fiscal Per Retiree Percentage Increase

Y ear For Health Coverage Increase Since 1978
1977 $ 34.75 —

1978 57.64 66% --
1979 69.10 20% 20%
1980 64.70 - 6% 6%
1981 96.34 49% 19%
1982 96.34 0% 14%
1983 115.61 20% 15%
1984 156.07 35% 18%
1985 191.85 24% 19%
1986 168.25 -12% 14%
1987 165.00 -2% 12%
1988 140.25 -15% 9%
1989 211.22 51% 13%
1990 252.83 20% 13%
1991 243.98 -4% 12%

1992 243.98 — 11%



As you can see from the above table, the monthly retiree medical premium reduced to
5243.98 during the year from S252.83, a decrease of 3.50%. The premium for the 1992
fiscal year remained unchanged.

As noted in last year’s valuation report, the State has seen a dramatic shift to post-65
rates which have increased considerably faster than pre-65 rates. However, both rates
reduced by 3.50% in FY91 and have remained unchanged for FY92, resulting in the
first actuarial gain from medical benefits for the System since the June 30, 1987
valuation of the System.

The effect on the past service contribution rate of this reduction in retiree medical
premiums was a reduction of 0.95% of payroll. The effect on the consolidated rate was
a reduction of 0.47%, resulting in a reduction in the average total employer
contribution rate due to medical benefits of LiU%_of payroll.

Investment Performance

The System once again experienced actuarial gains arising from the investment
performance of the Trust assets. Although the return as measured by market values
was lower this year than last year, the effect of the five-year smoothing was to increase
the return as measured by valuation assets from last year. The approximate rate of
return based on market values was 9.94% and the rate based on valuation assets \.as
11.87%. The resulting actuarial gain was 568,112,000 which had the effect of reducing
the average employer contribution rate by 0.67%.

Salary Increases

Salary increases during the year were less than anticipated in the valuation assumptions.
Salary experience resulted in an actuarial gain of 56,991,000 which generated a
reduction in the average employer contribution rate of 0.0Z2&j)f payroll.

Employee Data

Section 2.2 provides statistics on active and inactive participants. The number of active
participants increased 3.7%, from 28,044 at June 30, 1989 to 29,086 at June 30, 1990.
The average age of active participants increased from 40.17 to 40.37 and average
credited service increased from 6.66 to 6.82 years.

The number of retirees and beneficiaries increased 5.7%, from 6,967 to 7,365, and their
average age increased from 63.28 to 63.62. There was an 18.6% increase in the
number of vested terminated participants from 2,314 to 2,745. Their average age
reduced slightly from 42.97 to 42.96.



The overall effect of these participant data changes was an actuarial loss of $7,216,000,
resulting in an increase in the past service contribution rate of 0.07% of payroll. These
demographic changes also had the efr°.ct of increasing the consolidated rate by 0.61%,
resulting in an increase in the average total employer contribution rate of 0.68% of
payroll.

Retirement Incentive Program

The second Retirement Incentive Program has been available to University of Alaska
participants since July 1, 1989 and to other participants since October 1, 1989. The number
of r.ew retirees increased from 370 at June 30, 1989 to 495 at June 30, 1990, Although the
full effect of the R.I.P. may not be seen until next year’s valuation, the R.l.P. was responsible
in part for the increase in the number of new retirees.

As with the first R.I.P., the cost is being borne by employers based on the actuarial value
of the extra benefits, calculated individually for each employee electing to retire under the
program. This cost is being paid over a three-year period. If the assumptions underlying
the calculated cost of the R.I.P. are met, the total cost to the System will be equal to the

employers’ payments.

Summary

The following table summarizes the sources of change in the average employer contribution
rate:

(1) Last year’s average employer contribution rate ..o, 14.20%
(2) Decrease in past service rate due to retiree medical insurance (0.95%)
(3) Decrease in consolidated rate due to retiree medical insurance .... (0.47%)
(4) Decrease due to investment performance ..., (0.67%)
(5) Decrease due to Salary iNCreaSES . (0.07%)
(6) Increase in past service rate due to demographic experience ... 0.07%
(7) Increase in consolidated rate due to demographic experience 0.61%
(8) Impact of all Other FaCTOTIS .o 0.86%
(9) Average employer contribution rate thiS year ... 13.58%

In summary, the System enjoyed a good year with substantial actuarial gains arising from
favorable investment performance and the reduction in medical premiums. These two
factors v/ere largely responsible for the increase in the System’s funded status to 97.2% of
accrued liabilities.



State of Alaska
Teachers’” Retirement System

Actuarial Valuation Report
as of June 30, 1990



Contents of Report

Sections
HIGNIIGNTIS oot et s e e h e b e s be st e e ae e st e st e eae et e sbeeteesbesbesneereenre e
ANalysis 0f the V alUation s e s sr e re e
1 Valuation RESUITS ettt ene e e e e
1.1(a) Statement of Net Assets as of June 30,
1900 ittt ettt reerenrens
1.1(b) Changes in Net Assets During Fiscal Year
1900 ittt ettt eere s
1.1(c) Development of Valuation Assets as of
JUNE 30, 1990 oo e
1.2 Actuarial Present Values as of June 30,
1900 ottt ere s
1.3(a) Development of Total Employer Contribution
RaAE - F Y O 3 e
1.3(b) Three-Year Smoothing of Total Employer
Contribution R @te .o
1.4(a) Development of Actuarial Gain/(Loss) for
FYO0 e SO S
1.4(b) Sources of Actuarial Gain/(Loss) for FY90 ..o
15 Disclosure for G.A.S.B. Statement NO. 5 ..o
1.6 Financial ProjeCtionS ...
2 Basis OF the V aluation e e

2.1

2.2(a)
2.2(b)
2.2(c)

2.2(d)
2.2(e)

2.3

Summary of the Alaska Teachers’ Retirement System ...
Participant Census Information as of June 30 ......ccccecivvinnnnnne,
Distribution of Active Participants................
Statistics on New Retirees During the Year

ENdiNg JUNE 30 oo

Statistics on All Ret

irees as of June 30 ...

Distributions of Annual Benefits for

Benefit Recipients

ACTUATTAL BASIS  oeveviiiieiieeee ettt e s e sttt e e s e s et ee s s se e eeeesssessrreeeesssannes

Table 1 - Alaska
Table 2 - Alaska
Table 3 - Alaska

I'r?'po ".v.er

TRS Total Turnover As
TRS Disability R ates....
TRS Retirement R ates

sumptions...........

10

11

12

13

14
15
16
17

21

22
31
33

34
35

37
38
41
42
43



Highlights

This reporthas been prepared by William M. Mercer, Incorporated to:

(1) present the results of a valuation of the Alaska Teachers’ Retirement System

as of June 30, 1990;

(2) review experience under the plan for the year ended June 30, 1990;

(3) determine the appropriate contribution rate for the State and each school

district in the System;

(4) provide reporting and disclosure information for

governmental agencies, and other interested parties.

financial statements,

The report is divided into two sections. Section 1 contains the results of the valuation. It
includes the experience of the plan during the 1989-90 plan year, the current annual costs,

and reporting and disclosure information.

Section 2 describes the basis of the valuation. It summarizes the plan provisions, provides
information relating to the plan participants, and describes the funding methods and

actuarial assumptions used in determining liabilities and costs.

The principle results are as follows:

1989
Funding Status as of June 30:

(a)  Valuation Assets* $ 1,480,389
(b) Accrued Liability* 1,557,643
(c) Funding Ratio, (a) / (b) 95.0%

120.0%
110.0%
| 100.0%
90-°*
‘| 80.0%
§ 70.0%
60.0%
50.0%
* In thousands.

William M. Mercer, Incorporated

1990

S 1,662,242

1,895,030

87.7%



Employer Contribution Rates

for Fiscal Year: 1992 1993
(a) Normal Cost Rate 13.26% 14.07%
(b)  Past Service Rate 1.90% 5.58%
(c) Total Contribution Rate 15.16% 19.65%
(d) Three-year Average Rate 11.87% 15.69%

In preparing this valuation, we have employed generally accepted actuarial methods and
assumptions, in conjunction with employee data provided to us by the plan sponsor and
financial information provided by the audited report from Coopers & Ly'orand, to determine
a sound value for the plan liabilities. We believe that this value, and che method suggested
for funding it, are in full compliance with the Governmental Accounting Standards Board,
the Internal Revenue Code, and all applicable regulations.

Respectfully submitted,

Brian R. McGee, FSA Peter L. Godfrey, FLA, ASA
Principal Consulting Actuary

BRM/PLG/jls

April 11, 1991



Analysis of the V aluation

As shown in the Highlights section of this report, the funding ratio as of June 30, 1990 has
decreased from 95.0% to 87.7%, a 7.3% decrease. The total employer contribution rate has
increased from 15.16% of payroll to 19.65%, an increase of 4.49%. The three-year average
rate has also increased from 11.87% to 15.69%, a 3.82% increase. The reasons for the
change in the funded status and contribution rate are explained below.

1. Chapter 97, 1990 SLA
Chapter 97, 1990 SLA passed the Alaska State Legislature last year and was signed into
law by Governor Cowper. The bill changed many of the TRS benefit provisions, some
of which increase and some decrease the contribution requirements to  theSystemand
the funded status of TRS. Some of the major changes include:
a. Automatic PRPA’s will be granted to all current and future retirees.

b. The benefit formula multiplier was increased for future service over 20 years.

c. Employee contribution rates were increased by 1.65%, and are now being made
on a tax-deferred basis.

d. Members with 12 years of combined part-time and full-time service are vested.
e. Normal retirement age for new employees was raised to age 60.

f.  COLA benefits for new employees will be delayed to age 65, unless disabled.

g. Post-retirement medical benefits for new employees will be reduced.

You will note that items a through d above are effective in FY91 for all employees
while items e, f and g, all cost saving items, are applicable only to employees first hired
after June 30, 1990. The ultimate cost to the System should be close to the current
level. The pattern of costs, however, will be higher in early years when few people are
covered by the cost saving features. Contribution rates will then reduce ever time as

new employees enter the System.

Chapter 97, 1990 SLA caused an increase in the total employer contribution rate of
6.76% and an increase in accrued liability of about $266,783,000.



Retiree Medical Insurance

During the year ended June 30, 1990, the System experienced an actuarial gain of
$57,386,000 due to the reduction in retiree medical premiums.

Because, in recent years, the adverse retiree medical premium experience was a major
reason for the rapidly increasing employer contribution rate and the deteriorating
funding ratio, it is certainly welcome news to be able to comment on a stabilization in
retiree medical premiums.

The following table summarizes the monthly premium per benefit recipient since retiree
medical benefits have been provided under PERS.

Monthly Premium Annual Average Annual

Fiscal Per Retiree Percentage Increase

Y ear For Health Coverage Increase Since 1978
1977 $ 34.75

1978 57.64 66% —
1979 69.10 20% 20%
1980 64.70 - 6% 6%
1981 96.34 49% 19%
1982 96.34 0% 14%
1983 115.61 20% 15%
1984 156.07 35% 18%
1985 191.85 24% 19%
1986 168.25 -12% 14%
1987 165.00 - 2% 12%
1988 140.25 -15% 9%
1989 211.22 51% 13%
1990 252.83 20% 13%
1991 243.98 - 4% 12%
1992 243.98 — 11%

As you can see from the above table, the monthly retiree medical premium reduced to

$243.98 during the year from $252.83, a decrease of 3.50%. The premium for the 1992
fiscal year remained unchanged.

As noted in last year’s valuation report, the State has seen a dramatic shift to post-65
rates which have increased consider: bly faster than pre-65 rates. However, both rates
reduced by 3.50% in FY91 and have remained unchanged for FY92, resulting in the
first actuarial gain from medical benefits for the System since the June 30, 1987
valuation of the System.



The effect on the past service contribution rate of this reduction in retiree medical
premiums was a reduction of 1.38% of payroll. The effect on the normal cost rate was
a reduction of 0.90%, resulting in a reduction in the total employer contribution rate
due to medical benefits of 2.28% of payroll.

Investment Performance

The System once again experienced actuarial gains arising from the investment
performance of the Trust assets. Although the return as measured by market values
was lower this year than last year, the effect of the five-year smoothing was to increase
the return as measured by valuation assets from last year. The approximate rate of
return based on market values was 10.03% and the rate based on valuation assets was
11.92%. The resulting actuarial gain was $43,235,000 which had the effect of reducing
the total employer contribution rate by 1.04%.

Salary Increases

Salary increases during the year were less than anticipated in the valuation assumptions.
Salary experience resulted in an actuarial gain of $20,599,000 which generated a
reduction in the total employer contribution rate of .49% of payroll.

Employee Data

Section 2.2 provides statistics on active and inactive participants. The number of active
participants increased .7%, from 8,527 at June 30, 1989 to 8,586 at June 30, 1990. The
average age of active participants increased from 41.82 to 42.21 and average credited
service increased from 10.61 to 10.62 years.

The number of retirees and beneficiaries increased 2.8%, from 3,098 to 3,184, and their
average age increased from 61.85 to 62.45. There was a 60.6% increase in the number
of vested terminated participants from 508 to 816. Their average age increased from
45.11 to 46.75.

The overall effect of these participant data changes was an actuarial loss of $16,505,000,
resulting in an increase in the past service contribution rate of 0.40% of payroll. These
demographic changes also had the effect of increasing the normal cost rate by .70%,
resulting in an increase in the average total employer contribution rate of 1.10% of
payroll.



Retirement Incentive Program

The second Retirement Incentive Program has been available to participants since July 1,
1989. The number of new retirees increased from 187 at June 30, 1989 to 199 at June 30,
1990. Although the full effect of the R.I.P. may not be seen until next year’s valuation, the
R.I1.P. was responsible in part for the increase in the number of new retirees.

As with the first R.I.P., the cost is being borne by employers based on the actuarial value
of the extra benefits, calculated individually for each employee electing to retire under the
program. This cost is being paid over a three-year period. If the assumptions underlying
the calculated cost of the R.I.P. are met, the total cost to the System will be equal to the
employers’ payments.

Summary

The following table summarizes the sources of change in the total employer contribution
rate:

(1) Last year’s total employer contribution rate (before smoothing) ... 15.16%
(2) Increase in total employer contribution rate due to

Chapter 97, 1990 SL A e 6.76%
(3) Decrease in past service rate due to retiree medical insurance .... (1.38%)
(4) Decrease in normal cost rate due to retiree medical insurance . ... (0.90%)
(5) Decrease due to investment performance......c.cceee. (1.04%)
(6) Decrease due to salary iNCreases...nnninennns (0.49%)
(7) Increase in past service rate due to demographic experience .......... 0.40%
(8) Increase in normal cost rate due to demographic experience .......... 0.70%
(9) Impact of all other factors ..o 0.44%
(10) Total employer contribution rate this year (before smoothing) .... 19.65%

In summary, the System enjoyed a good year v'ith substantial actuarial gains arising from
favorable investment performance and the reduction in medical premiums. The effect of
Chapter 97, 1990 SLA, however, caused a substantial increase in current contribution rates
and a decrease in the funded status to 87.7%.



January 27, 1992

Senator Jim Duncan
P.O. Box 020690
Juneau, AK 99802

Re: Retirement Incentive
Dear Senator Duncan:

This is to reiterate
Retirement Incentive
subdivisions and school
a sensible and humane
Past programs have
political climate,
either. [t is a win-win

State.

Alaska Public

Employees Association A P E A

State Headquarters: 340 N. Franklin, Juneau, AK 99801 (907) 586-2334

FEDERATION OF PUBLIC EMPLOYEES/AFT/AFL-CIO

Program, SB 337

our support for your bill implementing a
Program for employees of the State, political
districts. We believe that the program is
method of cutting jobs and saving money.
proven effective and, given the economic and
have no reason to believe this won't be
situation for the public employer and the

Thank you for introducing and supporting this legislation.

APEA/AFT fully supports

Vprv trnlv venire.

Fairbanks Field Office

825  College Road

Fairbanks, AK 99701
Telephone: (907) 456-5412

it.

Anchorage Field Office Juneau Field Office
833 Gambell Sfreel, Suite A 227 4th Street

Anchorage, AK 99501 Juneau, AK 99801
Telephone: (907) 274-1688 Telephone: (907) 586-6305



Alaska State Legislature

Please enter into the record my testimony to the  -S/'/?2  [vlynfly
committee name
committee on ASY dated c?l ]
bill/subject '
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ALASKA ASSOCIATION OF ELEMENTARY SCHOOL PRINCIPALS
ALASKA ASSOCIATION OF SECONDARY SCHOOL PRINCIPALS
ALASKA ASSOCIATION OF SCHOOL ADMINISTRATORS

- ALASKA COUNCIL OF SCHOOL ADMINISTRATORS

326 Fourth SI., Suile <I08 Juneau, AK 998011101 (907)586-9702 FAX (907) 586-5879

" Position Statement
Senate Bill No. 337

The AlaskA Council of School Administrators is in support of Sente Bill
No. 337, "Relating to retirement incentive programs for the public

employees'.

Because of the continued concerns for bhudget reductions, the state's long
term revenue outlook, and the success of previous incentive programs, we
feel the implementation of a retirement incentive program would again
provide the necessary stimulus for those eligible to retire under this
program to do so. And in the long term, it would produce a significant
savings to the state and local school districts.
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ASSOCIATION OF ALASKASCHOOL BOARDS

316 West 11th Street. Juneau, Alaska 99801-1510 « Tel. (907) 586-1083 « Fox (907) 586-2995

Advocatesfor Alaska’s Youth

SB 337
Early retirement program

AASB Position

The Association of Alaska School Boards (AASB) suﬁports SB 337, "An
Act relating to Retirement Incentive Program (RIP)" with the local option
fords%hoolfdlstlncts to determine if participation in the program is desirable
and beneficial.

Diversity and the local option to participate _
Individual'school districts are unique entities that reflect the desires and
needs of their Jocal communities. As such, the Program,s and services
that recejve p,r|or,|t}/ in one district may not reflect thé desires of a
neighboring district.

The ability of a school district to weigh the short term benefit of the
proposed retirement incentive program against its Ion% term goals IS
critical when addressing the program needs of students and the fiscal
uncertainties that all Alaska schaol districts face.

SB 337 with the local option will provide school districts the opportunity
to review its present personnel costs and determine if economies will
create a positive financial and programmatic impact.

AASB urges your favorable support for SB 337.

2/2



H i¢ckelL en

The Associated Press -I' '

e /JUNEAU — The' Hickel
administration has endorsed
legislation to revive the earn
ly”retirement incentive pro-
l(%ram for public employees,
.but only with changes”that
would Tmitlthe number, of
.eligible state workers.

he bill would allow most
state and local government

‘employees the chance to_re-

Htire three years early. The
mdea is- {0 “save, money

. encouraging the replacement
of higher-paid,' IonPUme

“workers with mnew, [ower-
aid workers — or leaving

' the_positions empty.. . :-

TWO prevmusgréthement‘
program's saved the stated

‘and municipalities between T abou
million and $100 million ,, ates.

over several years, according
. A-.

by ; Hickel reach his

aji/ ~

- — %/ «oiTY 4 ulimbfel
dorses early retirement bill
its.'\ . don't feel like we should be to shrink the application pe-
o Tsft1aetela%]eqsg| Ibtisll, \sponsored rushing people through state  riod to between r.ext July 31
by. Sen. Jim Duncan, D-Ju- service,” she told the com- and Oct.-3L She askedthe
mittee. retirement deadline to

neau, was recently apRrov_ed
by the Senate State Affairs
Committee after changes rec-
ommended by" Gov. WaII%/
Hd|ckel’s office were adopt-
e

Usera asked lawmakers
to shorten the'period
articipation in the program
0 make budget planning
easier. She said the change
/would shrink the number of
el|3%|6ble state workers from
4,306 to 3,919
" In the most recent Pro-
ram, about 30 percent of
nhose eligible took early re-
wegnent, she said

nder Duncans proposal,

Commissioner Nancy Bear
Usera of the Administration
Department told the com-
mittee the bill could help-
goal of.
shrinking the bureaucracy
. through attrition. | Iy

mUsera said early ‘
ment IS “an appropriate

' to save mone .
h™she ﬁad co_Xcerns""rand-jJunfr-

E Olll(% by}, ana
;he turnover

it; cre-.Vwould have haid-to retireb
sut& T VvFebruary 1994:*$. ¢
. “We,"as m general .rule, » . Usera” askedf*lawmakers
i -Ur‘~ aT e W

<

for--

change to July

Duncan said he would go
alon(]; with the change if ‘it
-would improve the bill’s
chances of passing.

. Usera also persuaded the
committee to include a pro-
vision banning early retirees
from taking “state” employ-
. ment within a year of ledv-
ing government service. The

o OU R I IR PR S
' contract.

_ was re-
lerrea xc me oenaxe Health,

y. Education and Social Ser-

:vices Committee for further
consideration.
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