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FISCAL NOTE

STATE OF ALASKA 
1992 LEGISLATIVE SESSION

TO
N (^_
Bill Version: 3 &

(S) Publish Date: | —

Ravislon Data:________________________
Title: An Act relating to retirement

Incentive programs,..
Sponsor:
Requestor

Department Affected: 
BRU:
Components:

Alaska Court System 
Trial Courts

Duncan
State Affairs COMPONENT SERIAL NO. 000 | 000 0QQ | 768

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
TOTAL OPERATING 0.6I 0.0 0.0 0.0 0.0 0.0

CAPITAL

[ REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUNDS 0.0 0.0 0.0 0.0 0.0 0.0
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

ANALYSIS: (Attach a separate page if necessary) 

No fiscal impact.

Jianges in 5 :5~1~ )
h a v e  no fiscal impact:. This 
fiscal note is appropriate.

Division:

Agency;

' dace Comte rvide C in i t i a l )

C. S. Christensen III, Staff Counsel Phone: 264-8228
Alaska Court Systom Date: 01/21/92
Arthur H. Snowden, II, Administrative Director 0,7 T) f

I

Alaska Court System Date: 01/21/92
DIstributior ,oy preparer); Legislative F inance, Legislative S ponsor, R eq u esto r, OMB, & Im pacted Agency(ies).
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•*4 •>
VrATE OF ALASKA C  

1992 LEGISLATIVE SESSION

Revision D a te :_____________________________

FISCAL NOTE

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

ExpendituresJRevenues: (Thousands of Dollars)

I h i  Version:O S ’S 3 3 9 ~ f e l 7 V )  “

Title: ‘An Act relating to retirement incentive programs. . .  effective 
date." _________________________________________________

(S) Publish Date:_

Department Affected: Administration 
BRU: Finance

" 3

Component: Finance

COMPONENT SERIAL NO. fig

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 6 7 . 6 5 . 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 . 0 0 0
GRANTS, CLAIMS 0 C 0 0 0 0
MISCELLANEOUS O’ 0 0 0 0 0
TOTAL OPERATING 6 7 . 6 5 . 0 0 0 0 0

CAPfTAL 0 0 0 0 0 0

REVENUE
FUND SOURCE: 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)
GENERAL FUND 6 7 . 6 5 . 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER
FUND SOURCE: 0 0 0 0 0 0
TOTAL 6 7 . 6 5 . 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 4 1 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact: See attached.

~7T ~  - T  j-------

Prepared by: Don Wanie. Director \ \ Z - ^________________________  Phone: 465-2240
Division: Finance Date:

Approved by Commissioner: Nancy Bear Usera /'L '? ?  c - * -
Agency: Administration Date:

Date: January 29.1992

/

~7
Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov. Legis. Ofc., & Impacted Agency(ies).

Rev 10/07/91 Page i of 2
2AJEG92/2919.kp/1



Impact of a R e t irement Incentive Program

The Division of Finance is 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 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 if a RIP was 
implemented in the next year. Based on past experience, this would 
require four additional positions, including one Accountant I and 
three Accounting Technicians I, for a period of six months.' 
Estimated cost for these positions would be:

Accountant I (1) Range 14A 19.7
Acct Tech I (3) Range 12A 52.9

Total Cost 72. 6



STATE OF ALASKA “ill VcrsiomO S '3  P-,
1992 LEGISLATIVE SESSION (S) Publish Date:

Revision Date:___________________________________________  D e p a rtm e n t A ffected: A dm inistration ______
T it le :  A n A ct re la tin g  to re tire m e n t in cen tiv e  p ro g ram s BRU: R etirem ent a n d  Benefits_________________

for the P ub lic  E m p lo y ees ' a n d  T eachers ' R e tirem en t
S y stem  C om p o n en t: R etirem en t an d  Benefits__________

Sponsor________ Duncan__________________________________
R equestor S enate  S ta te  A ffairs C o m m ittee_________  C O M P O N E N T  SERIAL N O . 6 4

E x p e n d itu re s /R e v e n u es : (T h o u san d s  of D ollars)

I ■ FISCAL NOTE C A-

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
TO TA L O PER A TIN G 796.3 607.1 279.5 279.5 279.5 279.5

CAPITAL 0 0 0 0 0 0

REVENUE 
FUND SOURCE:

0 0 0 0 0 0

FU N D IN G : (T h o u sa n d s  o f  d o lla rs )
GEN ERA L FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 7963 607.1 279.5 2795 2795 2795
TO TA L 7963 607.1 2795 2795 2795 2795

P O S IT IO N S
FULL-TIME 6 6 6 6 6 6
PART-TIME: 0 0 0 0 0 0
TEM PORARY: 10 9 0 0 0 0
E stim ate  of c u rre n t y e a r  im p ac t: W e an tic ip a te  the need fo r a L egisla tive R evised  P ro g ra m  to increase  o u r  FY 92 
au th o riza tio n , th u s  a llo w in g  the d iv is io n  to h ire  the FY 93 sta ff p rio r  to Tulv 1 .1992 . T h e  FY 92 h irin g  w o u ld  be 
n eed ed  so th a t w e  can  p ro p e r ly  tra in  the RfP staff p rio r to the  o p e n in g  o f th e  w in d o w  p e rio d s . T hese costs  w o u ld  be
p a id  for bv  p a r tic ip a tin g  em p lo y ers .
ANALYSIS: (a ttach  a s e p a ra te  p a g e  if necessary .) The ac tu a ria l costs  to  p a r tic ip a tin g  em p lo y ers  d u e  to th is  p ro g ram  
a re  to be paid  u p  fro n t a n d  no a d d itio n a l costs to the  system s a re  a n tic ip a te d .

P repared  Bv: G ary  B ader Phone: 465-4460
Division R etirem ent and  Benefits

A pproved  by  C om m issioner: N ancy  Bear Usera
Agerey:________ D e p a rtm e n t of A dm inistratioTT

Date: Tanuarv 29,1992

Distribution (by p reparer): Leg is la tive  Finance, Leg islative  Sponsor, Requestor, O M B & Im pacted A gency(ies).
Rev 10/90 Page 1 of ""4- v



CSSB 337 (SA) C
A n a ly s is  o f  F isc a l Im p lic a t io n s  to  th e  R e tire m e n t F u n d  

P re p a re d  by  D iv is io n  o f  R e tir e m e n t &  B e n e f its  
D e p a r tm e n t  o f  A d m in is t r a t io n  

Ja n u a ry  2 9 , 1992

A n a l y s i s :  T h i s  b i l l  w o u l d  p l a c e  a  t e m p o r a r y  r e t i r e m e n t  i n c e n t i v e  p r o v i s i o n  i n  s t a t u t e  
f o r  t h e  P u b l i c  E m p l o y e e s '  (P E R S )  a n d  T e a c h e r s '  (T R S )  R e t i r e m e n t  S y s t e m s .  A c t i v e  
P E R S  a n d  T R S  m e m b e r s  c o u l d  r e t i r e  o n  a n  a c c e l e r a t e d  b a s i s  w i t h  a n  i n c r e a s e d  b e n e f i t  
u n d e r  t h e  f o l l o w i n g  c o n d i t i o n s :  a t  a g e  4 7 , i f  v e s t e d ;  w i t h  1 7  y e a r s  o f  s e r v i c e  a s  a  
q u a l i f i e d  p e a c e  o f f i c e r ,  f i r e  f i g h t e r  o r  t e a c h e r ;  o r  w i t h  2 7  y e a r s  o f  c r e d i t e d  s e r v i c e  i n  t h e  
P E R S . B e f o r e  q u a l i f y i n g  f o r  a n  a c c e l e r a t e d  b e n e f i t ,  h o w e v e r ,  t h e  m e m b e r  m u s t  p a y  a  
l u m p  s u m  i n d e b t e d n e s s  p a y m e n t  o r  t a k e  a n  a c t u a r i a l  r e d u c t i o n  f r o m  t h e i r  l i f e  t i m e  

b e n e f i t  f o r  t h e  i n d e b t e d n e s s  a m o u n t .

W e  e s t i m a t e  t h a t  f i v e  p e r m a n e n t  f u l l - t i m e  p o s i t i o n s - w i l l  b e  n e e d e d  in  J u n e a u  a n d  o n e  i n  
A n c h o r a g e  to  a d m i n i s t e r  t h e  i n c r e a s e d  d e m a n d  f o r  i n f o r m a t i o n  a n d  s e r v i c e s  r e s u l t i n g  
f r o m  a d d i n g  p o t e n t i a l l y  o v e r  4 0 0 0  n e w  r e t i r e e s  t o  t h e  P E R S  a n d  T R S , r e s u l t i n g  f r o m  p r i o r  
R I P s  a n d  p r o j e c t e d  f o r  t h i s  o n e .  I n  a d d i t i o n ,  w e  e s t i m a t e  t h a t  t e n  l o n g  t e r m  n o n ­
p e r m a n e n t  e m p l o y e e s  w i l l  a l s o  b e  n e e d e d  f o r  v a r y i n g  l e n g t h s  o f  t i m e  o v e r "  t h e  n e x t  t w o  
f i s c a l  y e a r s .  P e r s o n n e l  w i l l  h a n d l e  i n c r e a s e d  c o u n s e l i n g ,  a d d r e s s  a n d  b e n e f i c i a r y  c h a n g e s ,  

a c c o u n t  m a i n t e n a n c e ,  a n d  o t h e r  s e r v i c e s .

W e  e s t i m a t e  t h a t  w e  w i l l  n e e d  to  i n c r e a s e  o u r  n o r m a l  n u m b e r  o f  c o u n s e l i n g  t r i p s  b y  5  
t r i p s  o v e r  t h e  n e x t  t w o  f i s c a l  y e a r s  to  a s s u r e  t h a t  m e m b e r s  u n d e r s t a n d  t h e  o p t i o n s  a n d  
r e q u i r e m e n t s  o f  t h e  p r o g r a m .



c  c
CSSB  3 3 7  (S A ) '  '

A n a ly s is  o f  F isc a l Im p lic a t io n s  to  th e  R e tire m e n t F u n d  
P re p a re d  b y  D iv is io n  o f  R e tir e m e n t & B e n e f its  

D e p a r tm e n t  o f  A d m in is t r a t io n  
Ja n u a ry  2 9 , 1992

F Y  9 4

T h e  t o t a l  e s t i m a t e d  a d m i n i s t r a t i v e  c o s t  to  t h e  d i v i s i o n  b y  f i s c a l  y e a r  i s  a s  f o l l o w s :
F Y  9 3  F Y  9 4

P E R S O N A L  S E R V I C E S  
F Y  9 3

2  R e t i r e m e n t  S p e c i a l i s t  I / I I  1 0 4 .5
8  R e t i r e m e n t  T e c h n i c i a n  I / I I  3 3 8 .2
1 A c c o u n t a n t  I  4 6 .1
3  A c c o u n t i n g  C l e r k  H I  (1 2  m o n t h s )  1 0 4 .0

2  C l e r k  I I  (1 2  m o n t h s )  6 5 .2
T o t a l  F Y  9 3  P e r s o n a l  S e r v ic e s  C o s t .................................  S 6 5 8 .0

2  R e t i r e m e n t  S p e c i a l i s t  I / I I  1 0 4 .5
5  R e t i r e m e n t  T e c h n i c i a n  I / I I  2 1 1 .4
3  R e t i r e m e n t  T e c h n i c i a n  I / I I  ( 9  m o n . )  9 5 .1

1 A c c o u n t a n t  I  4 6 .1
2  A c c o u n t i n g  C l e r k  I I I  (1 2  m o n t h s )  7 6 .0
2  C l e r k  I I  (1 2  m o n t h s )  6 5 .2

T o t a l  F Y  9 4  P e r s o n a l  S e r v i c e s  C o s t ........................................  $ 5 9 8 .3

2  R e t i r e m e n t  S p e c i a l i s t  I / I I  1 0 4 .5
3  R e t i r e m e n t  T e c h n i c i a n  I / I I  1 2 6 .9
1 A c c o u n t a n t  I  4 6 .1

P e r s o n a l  S e r v i c e s  C o s t  (F Y  9 5  a n d  b e y o n d )

T R A V E L
T r a v e l i n g  to  v a r i o u s  l o c a t i o n s  t h r o u g h o u t  
t h e  s t a t e  to  c o u n s e l  p r o s p e c t i v e  r e t i r e e s  a n d
g i v e  s e m i n a r s .............................................................................  3 .0  3 .0

F Y  9 5

C O N T R A C T U A L  

F Y  9 3
C o m p u t e r  s e r v i c e s  f o r  a d d i t i o n a l  P C s  1 6 .5
A d d i t i o n a l  t e l e p h o n e  c o s t s  (4  a d d  p h o n e s )  .2  
T e l e p h o n e  s e r v i c e  f o r  4  p h o n e s  .8
L o n g  d i s t a n c e  c a l l  e x p e n s e  b a s e d  u p o n  

p r e v i o u s  R I P  2J5
F Y  9 3  c o n t r a c t u a l  c o s t s .................................................. 2 0 .0

F Y  95

$ 2 7 7 .5

Page 3 of jt
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A n a ly s is  o f  F isc a l Im p lic a t io n s  to  th e  R e tire m e n t F und  

P re p a re d  by D iv is io n  o f  R e tire m e n t &  B e n e fits  
D e p a r tm e n t  o f  A d m in is t r a t io n  

Ja n u a ry  2 9 , 1992

CSSB 337 (SA)

F Y 9 3 F Y  9 4 FY 95

C O N T R A C T U A L  
F Y  9 4

l e p h o n e  s e r v i c e  f o r  4  p h o n e s  
L o n g  d i s t a n c e  c a l l  e x p e n s e  b a s e d  u p o n  
p r e v i o u s  R I P

F Y  9 4  c o n t r a c t u a l  c o s t s .................................

.8
2 .5

3 .3

S U P P L I E S  '

O f f i c e  s u p p l i e s ,  c a l c u l a t o r s  c o s t ..................................................3 . 0  2 . 5

E Q U I P M E N T

5  W o r k  s t a t i o n s  
5  C h a i r s
5  P C s  a n d  o t h e r  o f f i c e  e q u i p m e n t  

O t h e r  o f f i c e  e q u i p m e n t  
( D i c t a p h o n e ,  c a l c u l a t o r s ,  e t c . )

1 F i l e  c a b i n e t s  
5  P h o n e s  ( 6 0 0 / i n s t r u m e n t )
5  P e r s o n a l  C o m p u t e r s  
5  M i c r o f i c h e  v i e w e r s  
1 C o m p u t e r  O u t p u t  P r i n t e r

T o t a l  E q u i p m e n t  c o s t  
T O T A L  O p e r a t i o n s  C o s t

T h e  r e t i r e m e n t  t e c h n i c i a n s ,  r e t i r e m e n t  s p e c i a l i s t s ,  a c c o u n t a n t ,  a n d  a c c o u n t i n g  c l e r k s  n e e d  
c o n s t a n t  a c c e s s  t o  t h e  P E R S  a n d  T R S  c o m p u t e r  f i l e s .  W e  d o n  n o t  h a v e  a n y  e x c e s s  t e r m i n a l s ,  
m i c r o f i c h e  v i e w e r s  o r  c a l c u l a t o r s .  O u r  e q u i p m e n t  r e q u e s t  w i l l  s a t i s f y  o u r  e q u i p m e n t  n e e d s  f o r  
t h e  d u r a t i o n  o f  t h i s  p r o g r a m .  W e  p r o p o s e  t h e  p u r c h a s e  o f  p e r s o n a l  c o m p u t e r s  to  b e  u s e d  a s  
t e r m i n a l s  b e c a u s e  t h e y  w i l l  b e  c o m p a t i b l e  w i t h  t h e  d i v i s i o n 's  L o c a l  A r e a  N e t w o r k .

W e  a r e  a l s o  p r o p o s i n g  t h e  p u r c h a s e  o f  a n  a d d i t i o n a l  c o m p u t e r  o u t p u t  p r i n t e r ,  t h e  p r e v i o u s  
R I P 's  p u t  g r e a t  d e m a n d  o n  o u r  e x i s t i n g  t w o  p r i n t e r s  a n d  w e  w e r e  a l w a y s  i n  a  s t a t e  o f  b a c k l o g .
O u r  c u r r e n t  d a y - t o - d a y  p r i n t e r  n e e d s  m a x i m i z e  t h e  c a p a c i t y  o f  o u r  e x i s t i n g  p r i n t e r s .  A f t e r  
c o m p a r i n g  t h e  c o s t  o f  l e a s i n g  a  p r i n t e r  f o r  t w o  y e a r s ,  c o u p l e d  w i t h  o u r  e x i s t i n g  n e e d s ,  p u r c h a s i n g  
a  n e w  p r i n t e r  w o u l d  b e  m o r e  c o s t  e f f e c t i v e .

All adm inistrative costs of the program  w ill be paid  in advance by participating employers as 
required by the bill.

2 3 .0  
1 .5

3 0 .0

5 .0  
.3

3 .0  
2 7 .5

4 .0  
1 8 .0

.112.3

$ 7 9 6 .3
- 0-
$ 6 0 7 .1 $ 2 7 9 .5

T h e  O t h e r  F u n d s  a r e  c o m p r i s e d  o f  P E R S  a t  $ 4 3 8 .0  a n d  t h e  T R S  a t  $ 3 5 8 .3  f o r  F Y  9 3 .

P a g e  4  o f ^ /  C\



Position Tlllc \
RETIREMENT & BENEFITS SPECIALIST I/II

No. of Positions Range/Step Barg. Unit
2 16/A GGU

rime Slntus
PFT

Staff Months:
2x 12 = 24

Location: 1-Juiieail/AWA Election District
1-Anchorage/EBA 4,7

TYPE OF EXPENDITURE AMOUNT Justification CSSB 337 (SA)

The Retirement & Benefit Specialists will train, direct, and supervise the 
daily activities of the eight additional retirement technicians. They will 
also be responsible for maintaining a listing of all employees who elect to 
participate in the RIP and a listing of all employees who are eligible to 
retire under the RIP. They will also be required to prepare data necessary 
to calculate actual cost billing information to participating employers.

The Retirement & Benefit Specialists will be available to counsel persons 
who are interested and eligible to retire under the RIP.

Salary 73.9
Benefits 30.7 mg c.
Premium Pay
Other

TOTAL PERSONAL SERVICES: 104.5
Travel 3.0
Contractual 3.4
Supplies 0.6
Equipment 18.8
Other

TOTAL COST: 130.3
FUNDING SOURCE FOR TOTAL COST
Federal Receipts 1002
G.F. Mutch 1003
General Fund 1004
1-A Receipts 1007
CIP Receipts 1061
Other 1029 PERS 71.7

1034 TRS 58.6

R e q u e s t  F o r

N e w  P o s i t i o n

1 F Y  9 3  ~~|

AGENCY ADMINISTRATION
BRU RETIREMENT & BENEFITS
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Pngc 1 of 
Revised Date:



Position Tlll\
Retirement & benefits technic ian j/u

No. of Positions Range/Step
12/B

Haig. Unit
G G U

lime Status
3-PFr, 5-Temporary

StnfT Months:
8x 12 = 96

Location:

JUNEAU/AWA
Flection District

rrrK of expenditure AMOUNT
Salary
Benefits
Premium Pay
Oilier

TOTAL PERSONAL SERVICES:

234.0
104.2

Travel
Contractual
Supplies
Equipment
Other

TOTAL COST:
FUNDING SOURCE FOR TOTAL COST
Federal Receipts 1002
G.F. Match 1003
General Fund 1004
-A Receipts 1007
CIP Receipts 1061
Oilier 1029 PERS

1034 TRS

338.2

11.0
1.0

68.9

419.1

230.5
188.6

Justification CSSB 337 (SA)

Tlie Retirement and Benefit Technicians staff will be needed to assist our 
current permanent staff to; research member files, prepare benefit 
projections lor prospective retirees, process retirement applications and 
establish benefits, add service that members are eligible to purchase and 
respond to many inquires that the division will receive during the 
concentrated window period of the program.

R equest For 
New P osition

[
AGENCY ADMINISTRATION

BRU RETIREMENT & BENEFITS 
COMPONENT RETIREMENT & BENEFITS

Page 2 of 5 
Revised Date:
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Position T lt lA

ACCOUNTANT I
No. o f Positions

1
R angc/S tcp

14/A
Barg . Un it

GGU
Time S ta tu s S ta ff M onths: Location: Election D is tr ic t

PFT 12 JUNEAU/AW A 4
T Y P E  O F E X P E N D IT U R E AMOUNT Ju s t if ic a t io n  CSSB 337 (SA)
Sa lary 32.2
Benefits 14.0 An Accountant I will monitor and review RIP contracts between employers
IVcm lum  Pay and the Division to insure receipt of RIP related funds. Book receivables
O ilie r as year and adjustments. Establish coding system in AKSAS to track

TO T A L  P ER SO N A L  8 E R V IC E S : - 46.1 receiveables, payments, interest calculations, and balances due for each
Travel district participating in die RIP.
Contractual 1.5
Supp lies 0.6 Process Reimburseable Services Agreements (RSA) transactions for state
Equipm ent 12.5 agencies participating in die RIP. Transfer RSA payments to proper fund
Other . equity account in each fund. Reconcile RIP tracking system using PC to

T O T A L  CO ST: 60.7 AKSAS on mondily basis. Provide Accountant ITT widi final adjusted
FUNDING S O U R C E  F O R  TO T A L  C O ST financial data to be used in quarterly financial statements of die pension
Federal Receipts 1002 funds. Provide financial reports and analyses to management.
G .F . Match 1003

C cncra l Fund 1004 Calculate interest for each district based on balances due and terms set out
1-A Receipts 1007 in. contracts, and bill each district for balances due and interest charged.
C IP  Receipts 1061 Work widi independent audit team on all RIP related questions. Analyze
Other 1029 PERS 33.4 complex financial data to respond to auditors questions.

1034 TRS 27.3

i

R eq u est For
New P osition

AG EN CY ADMINISTRATION

B R U  RET IREMENT &  BENEFITS
COMPONENT RETIREMENT &  BENEFITS
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Position Title
A C C O U N T I N G  C L E R K  III

Time Status
Temporary

S ta ff Monll>s:

3 x 1 2  = 36

No. of Positions Range/Step
10/A

recall on:
JUNEAU/AWA

Barg. Unit

G G U

Election District

T T P E  O F E X P E N D IT U R E AM OUNT

Snlnry 70.5
Benefits 33.5 •: 3 ._ % .jiviyv. Vi

Prem ium  Pay

Other

T O T A L  P ER SO N A L S E R V IC T S : ' H  ' I 'V'o' ' 104.0
Travel

Con tractua l 3.4
Supp lies 0.6
Equipm ent 11.5
Other

T O T A L  C O ST : 119.5
F irn m N O  S O U R C E  F O R  TO T A L  CO ST

Fedcrnl Receipts 1002
G .F . M atch 1003

General Fund 1004

I-A Receipts 1007

C IP  Receipts 1061

Other 1029 PERS 65.7
1034 TRS 53.8

JusUQcatlon CSSB 337 (SA)

Accounting Clerk III positions will handle the additional accounting duties 
related to a Retirement Incentive Program (RIP) as follows: member file 
research, file maintenance, including entering indebtedness, history, and 
retirement segments into the appropriate system; vcrfication of system 
output, any adjusting vouchers that are necessary in AKSAS, assisting 
with the deposits and coding of member indebtedness payments and 
employer RIP payments, assisting with the member account information 
that is needed in completing tax excludable statements for the Retirement 
Section, and any follow through that becomes necessary.

R eq u est For
New P o sitio n

|“  FY 93  |
A G EN C Y ADM IN ISTRATION 5

B R U  RET IREM ENT & BENEFITS 
CO M PO NENT RET IREM ENT & BENEFITS

Page 4 of 5 
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Position Tlllc

CLERK II
No. o f PoslUons

2
Iln n g c/S tcp

7/B
Barg. Un it

GGU
Time S ta tu s Stair M onths: Location: F lection D is tr ic t

Temporary 2 x 12 = 24 JUNEAU/AWA 4
T Y P E  OF E X P E N D IT U R E AM O UNT Ju s t if ic a t io n  CSSB 337 (SA)
Sa la ry 44.2 |  j j l i  |  !§| | i  ><v' M i l
Benefits 21.0 Clerk II positions are required in the divisions microfiche center for die
Prem ium  Pny day-to-day file/recordkeeping duties for die new retirees under the RIP.
Other >vr*rh i r Dudes include: sanitizing and purging files, creating new microfiche files

TO TA L  PER SO N A L S E R V IC E S : 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
Contractua l 0.7 documents.
Supp lies 0.2
Equipm ent 0.6 Many calculations affecting members’ retirement accounts depend on the
Other files being accurate and up-tn-datc.

T O T A L  C O ST : 66.7
FUNDING SO U R C E  F O R  T O T A L  CO ST

Federal Recdp'.s 1002
G .F . M atch 1003

General Fund 1004

I-A Receipts 1007

C IP  Receipts 1061

O ther 1029 PERS 36.7 .

1034 TRS 30.0

FY 93 (
R equest For A C EN C Y  ADM IN ISTRATION

New P osition DRU RET IREM ENT &. BENEFITS 
CO M PO NEN T RET IREM ENT & BENEFITS

---------
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CS FOR SENATE BILL NO. 337 (FINANCE)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY TH E  SEN ATE  F IN A N C E  C O M M ITTEE

O ffered :
Referred :

Sponsor(s): SENATORS DUNCAN, K erttu la , S tu rgu lew sk i, Rocley

A BILL

FOR AN ACT ENTITLED

1 "An Act relating to retirement incentive programs for the public employees’ retirement

2 system, the teachers’ retirement system and certain persons under the judicial retirement

3 system; and providing for an effective date."

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

5 * Section 1. PURPOSE. Since it may be necessary for state agencies and other employers who

6 participate in the state retirement systems to reduce their personal services costs because o f declining

7 state revenue, reimplementation of the retirement incentive programs established by ch. 26, SLA 1986,

8 as amended by ch. 76, SLA 1988, and ch. 89, SLA 1989, as amended by ch. 18, SLA 1990, encouraging

9 employees to retire voluntarily, will reduce the hardship of layoffs. This program is intended to realize

10 sufficient economies to offset the cost of administration and benefits to state agencies and other

11 employers resulting from the award of retirement credits and to result in a net reduction in personal

12 services costs to the state or other public employers during a period of declining revenue.

13 * Sec. 2. RETIREMENT INCENTIVE PROGRAM, (a) An employer may adopt a retirement

14 incentive plan under secs. 3 - 6 of this Act, as appropriate, to designate organizational units of employees

•1- CSSB 337(FIN)
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1 eligible to participate in the retirement incentive program.

2 (b) The organizational units of a plan must be selected so that implementation of the plan results

3 in maximum savings to the employer in personal services costs within five years after the

4 commencement of the plan. A plan that results in savings in personal services costs in any amount that

5 is in excess of all costs to the employer qualifies under this section. The designation may include only

6 representatives from job classifications whose inclusion contributes to the overall cost savings.

7 (c) A member is eligible to participate in the retirement incentive program only if the member

8 is vested, is employed in a position in a designated organizational unit, and will be qualified to retire

9 under AS 14.25.110 or AS 39.35.370 after receipt of the retirement incentive. To participate, a member

10 shall apply on a form provided by the administrator.

11 (d) A participating employer shall prepare and file the retirement incentive plan with the

12 administrator. For state employees other than university employees, the administrator may approve a

13 designated organizational unit only if the office of management and budget certifies that the unit’s

14 participation in the plan meets the requirements o f (b) of this section. The administrator shall approve

15 the plan if it meets the requirements of this section. The plan must

16 (1) identify organizational units and employees eligible to participate in the program;

17 (2) include a reimbursement agreement that

18 (A) requires the employer, for each employee who is retired under the plan, to

19 reimburse the system within three years after the end of the fiscal year in which the employee

20 is appointed to retirement in an amount equal to

21 (i) the actuarial equivalent of the difference between the benefits the

22 participant receives after the addition of the retirement incentive under this section and

23 the amount the participant would have received without the incentive, less the total of the

24 amount the participant has paid on the indebtedness determined under (e) or (f) of this

25 section and the amount paid under (i) of this section, if any; and

26 (ii) an appropriate share of the administrative costs of the program; and

27 (B) provides that contributions from the employer under this section take priority

28 over other obligations of the employer to the maximum extent permitted by law.

29 (e) A member of the teachers’ retirement system who participates in the retirement incentive

30 program is indebted to the system. The amount of indebtedness is equal to 25.95 percent o f the

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

CSSB 337(FIN) -2-
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1 member who works less than the entire school year, for the school year in which the member terminates

2 employment to participate in the program. An outstanding indebtedness at the time a participant is

3 appointed to retirement v/ill require an actuarial adjustment to the benefits payable.

4 (f) A member of the public employees’ retirement system who participates in the retirement

5 incentive program is indebted to the system. The amount of indebtedness is equal to 22-1/2 percent for

6 a peace officer or fire fighter, and 20-1/4 percent for other members, of the member’s actual annual

7 compensation, or the calculated annual compensation for a member who works fewer than 12 months,

8 for the year in which the member terminates employment to participate in the program. An outstanding

9 indebtedness at the time a participant is appointed to retirement will require an actuarial adjustment to

10 the benefits payable.

11 (g) A participant in the retirement incentive program receives a credit o f three years. The three

12 years must be applied in the following order until exhausted:

13 (1) to meet the age or service required for eligibility for normal retirement under

14 AS 14.25.110 or AS 39.35.370, as appropriate;

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

16 as appropriate;

17 (3) to reduce the actuarial adjustment required for early retirement under AS 14.25.110

18 or AS 39.35.370, as appropriate;

19 (4) as years of credited service for calculating retirement benefits.

20 (h) Except as provided in sec. 7 of this Act, in the determination of whether a member will

21 qualify to retire under this section, credited service may include only,

22 (1) for members of the teachers’ retirement system, service credit for employment

23 rendered to an employer, territorial service under AS 14.25.105, outside service and military service

24 under AS 14.25.060, and Alaska BIA service under AS 14.25.107;

25 (2) for members of the public employees’ retirement system, service credit for

26 employment rendered to an employer.

27 (i) In order to establish eligibility for participation under (b) o f this section, and in addition to

28 the employee indebtedness under (e) or (f) of this section, an employee may elect to assume a portion

29 of the employer liability calculated under (d) of this section. An outstanding indebtedness at the time

30 the employee is appointed to retirement will require an actuarial adjustment to the employee’s benefits.

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

-3-
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1 agency is authorized to adopt a retirement incentive plan for its employees. A plan adopted under this

2 section must permit a designated employee to apply to the retirement incentive program under sec. 2 of

3 this Act only from July 31, 1992, through October 31, 1992.

4 (b) The plan may not permit an employee who is the commissioner, a deputy commissioner, or

5 assistant commissioner of a state department to participate.

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

7 otherwise qualified and who

8 (1) has been continuously employed by the state since November 1, 1991;

9 (2) is a permanent seasonal employee continuously employed by the state in the

10 permanent seasonal position during all of the time since November 1, 1991, in which the position

11 normally was filled;

12 (3) has a job sharing agreement with a state agency in which two or more employees

13 share a single position identified by a single position control number and in which the employee

14 choosing to participate was continuously employed by the agency during all of the time since

15 November 1, 1991, in which the employee normally worked under the job sharing agreement; or

16 (4) meets a combination of the requirements of this subsection.

17 (d) Under a plan adopted under this section, the administrator may not accept the application

18 of an employee unless the employee will be appointed to retirement on or before July 1, 1993.

19 (e) In this section, "state agency" does not include the University of Alaska or an entity covered

20 by sec. 4 o f this A ct

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

22 THE ' UBLIC EMPLOYEES’ RETIREMENT SYSTEM, (a) The governing body of a political

23 subdivision of the state or a public organization that has elected to participate in the public employees’

24 retirement system under AS 39.35.550 - 39.35.650 is au thorize  to adopt a retirement incentive plan for

25 its employees under sec. 2 of this Act. A plan adopted under this section must permit designated

26 employees to apply to the retirement incentive program under sec. 2 o f this Act only from December 31,

27 1992, through no later than June 30, 1993.

28 (b) Under a plan adopted under this section, the administrator may not accept the application

29 of an employee unless the employee will be appointed to retirement on or before February 1, 1994. The

30 employer may set an earlier date by which employees of the employer must be appointed to retirement
I
I31 in order to participate. !

CSSB 337(FIN) -4-
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1 * Sec. 5. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR EMPLOYEES OF THE

2 UNIVERSITY OF ALASKA, (a) The Board of Regents of the University of Alaska is authorized to

3 adopt a retirement incentive plan for its employees. A plan adopted under this section must permit

4 designated employees to apply to the retirement incentive program under sec. 2 of this Act only from

5 June 30, 1992, through no later than December 31, 1992.

6 (b) Under a plan adopted under this section, the administrator may not accept the application

7 of an employee unless the employee will be appointed to retirement on or before August 1, 1993. The

8 Board of Regents may set an earlier date by which employees of the university must be appointed to

9 retirement in order to participate.

10 (c) Notwithstanding the exclusion of members of the optional university retirement program from

11 participation in the teachers’ retirement system under AS 14.25.040(a), 14.25.220(40), and AS 14.40,

12 or in the public employees’ retirement system under AS 14.40, AS 39.35.120, and 39.35.680(21), a

13 participant in the optional university retirement program who is vested in one of those retirement systems

14 may participate in the retirement incentive program if the individual meets the other qualifications of

15 this A ct

16 * Sec. 6. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR OTHER EMPLOYEES IN

17 THE TEACHERS’ RETIREMENT SYSTEM, (a) An employer under the teachers’ retirement system

18 who is not otherwise covered by secs. 3 or 5 of this Act is authorized to adopt a retirement incentive

19 plan for its employees under sec. 2 of this Act. A plan adopted under this section must permit des-

20 ignated employees to apply to the retirement incentive program under sec. 2 of this Act only from

21 June 30, 1992, through no later than December 31, 1992.

22 (b) Under a plan adopted under this section, the administrator may not accept the application

23 o f an employee unless the employee will be appointed to retirement on or before August I, 1993. The

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

25 i \ order to participate.

26 * Sec. 7. POLITICAL SUBDIVISION OR PUBLIC ORGANIZATION EMPLOYMENT.

27 Notwithstanding other provisions of law, a vested member who is a state employee and is participating

28 in the retirement incentive program may receive credit for employment with a political subdivision or

29 public organization before the political subdivision or organization became an employer under the system

30 for purposes of determining the years of service requirements for retirement under AS 14.25.110 or

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

-5-
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1 for purposes of determining benefits. In order for a state employee to receive credit under this

2 subsection, the employee’s participation in the program must contribute to the overall cost savings of

3 the agency.

4 * Sec. 8. PROVISION AND AUTHORIZATION FOR ADMINISTRATIVE DIRECTOR OF

5 COURT, (a) The chief justice of the state supreme court may adopt a retirement incentive plan for an

6 administrative director of the Alaska Court System who is a member of the judicial retirement system

7 under AS 22.25.012 if participation in the plan will result in savings to the court system in personal

8 services costs within Five years after the commencement of the plan. The administrative director may

9 participate only if the administrative director is vested in the judicial retirement system and will be

10 qualified to retire under AS 22.25.010 after receipt of the retirement incentive. To participate, the

11 administrative director shall apply on a form provided by the administrator of the public employees’

12 retirement system.

13 (b) The court system shall include in the retirement incentive plan a reimbursement agreement

14 that requires the court system, for each administrative director of the Alaska Court System who is retired

15 under the plan, to reimburse the judicial retirement system within three years after the end of the Fiscal

16 year in which the administrative director is appointed to retirement in an amount equal to

17 (1) the actuarial equivalent of the difference between the beneFits the administrative

18 director receives after the addition of the retirement incentive under this section and the amount the

19 participant would have received without the incentive, less the total o f the amount the participant has

20 paid on the indebtedness determined under (d) o f this section and the amount paid under (f) of this

21 section, if any; and

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

23 (c) A retirement incentive plan adopted under this section must provide that contributions from

24 the court system under (b) of this section take priority over other obligations of the court system to the

25 maximum extent permitted by law.

26 (d) An administrative director of the Alaska Court System who participates in the retirement

27 incentive program is indebted to the system. The amount of indebtedness is equal to 21 percent of the

28 director’s actual annual compensate n, or the calculated annual compensation for a member who works

29 fewer than 12 months, for the year in which the director terminates employment to participate in the

30 program. An outstanding indebtedness at the time the administrative director is appointed to retirement

31 will require an actuarial adjustment to the benefits payable.

—*  -'r. .  — - -  --- - — - «*■- -  —■ - 7 - ~ _ ~-
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1 (e) Notwithstanding sec. 2(g) of this Act, an administrative director of the Alaska Court System

2 who participates in the retirement incentive program receives a credit of three years which may only be

3 used to meet the age requirements for normal or early retirement under AS 22.25.010(d).

4 (f) In order to establish eligibility for participation under (a) of this section, and in addition to

5 the employee indebtedness under (d) of this section, an administrative director may elect to assume a

6 portion o f the employer liability calculated under (b) of this section. An outstanding indebtedness at the

7 time the employee is appointed to retirement will require an actuarial adjustment to the employee’s

8 benefits.

9 (g) The chief justice of the Alaska Court System is authorized to adopt a retirement incentive

; 10 plan for the administrative director of the court system. A plan adopted under this subsection must

11 permit an administrative director to apply to the retirement incentive program only from December 31,

12 1992, through June 30, 1993. The administrator of the public employees’ retirement system may not

13 accept the application o f the administrative director of the Alaska Court System unless the administrative 

" 14 director will be appointed to retirement on or before February 1, 1994.

15 * Sec. 9. RECOVERY OF EMPLOYER DELINQUENCIES. To recover a delinquency owed by an

16 employer other than the state under an agreement entered under sec. 2(d)(2) o f this Act, the Department

17 of Administration may

18 ’ (1) bring an action against the employer, or

19 (2) direct that the amount of the delinquency or a lesser amount be withheld from any

20 money payable to the employer by a state department or agency and that the amount withheld be

21 credited to the delinquency.

22 * Sec. 10. REEMPLOYMENT INDEBTEDNESS, (a) If a participant in the retirement incentive

23 program is reemployed after appointment to retirement under the program as a member o f the public em-

24 ployees’ retirement system under AS 39.35, the teachers’ retirement system under AS 14.25, or the

25 judicial retirement system under AS 22.25, the participant loses the incentive credit received under

26 sec. 2(g) or sec. 8(e) of this Act and is indebted to the system. The amount of the indebtedness is equal

27 to 110 percent of the amount the participant received as a result of participation in the program to which

28 the participant was not otherwise entitled, including the cost of health insurance. The participant is

29 entitled to a credit to be applied against the reemployment indebtedness in the amount the participant

30 has paid under sec. 2(e), (f), and (i) or sec. 8(d) and (0  of this Act. Interest accrues on the indebtedness

31 at the rate established by regulation from the date of reemployment until the member is appointed to

-7-
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1 retirement and accepts an actuarial adjustment to the member’s future benefits or until the amount is paid

2 in full.

3 (b) For one year after the date on which an employee who participated in the program retired,

4 the participant may not be employed by or enter into a contract for personal services with a state

5 department or agency other than a personal services contract with the University of Alaska. This

6 subsection does not prohibit the university, during the year immediately following the employee’s

7 retirement, from entering into a personal services contract with an employee who has participated in the

8 program.

9 * Sec. 11. OFFICE OF MANAGEMENT AND BUDGET, (a) When designating an organizational

10 unit for participation in the retirement incentive program, the executive head of a state agency shall

11 describe in detail the expected effect of the program on the agency’s personal services cost and

12 operation. This report shall be filed with the office of management and budget. For each employee who

13 will receive credit for employment under sec. 7 of this Act, the agency head shall establish to the 

T4 satisfaction o f the office that the proposed participation contributes to the overall agency cost savings.

15 The agency shall report as required by the office of management and budget on the cost o f each

16 member’s participation and the effect on the agency’s personal services cost and operation.

17 (b) The office of management and budget shall develop and implement a method to document

18 in the governor’s annual budget request the net reduction in personal services costs for each agency that

19 adopts a retirement incentive plan.

20 (c) The office of management and budget shall submit to the legislature annual reports on the

21 retirement incentive program beginning on January 15, 1994, and continuing through January 15, 1996,

22 and shall submit a final report on January 15, 1997. Each report must provide the information necessary

23 for the legislature to evaluate the effectiveness of the program in achieving its objectives. The report

24 must include information on the designated organizational units under the retirement incentive plans

25 including the cost of the retirement incentive program per participant, the cost to the state, the cost to

26 the employee, the annual budgeted amount by agency for the retirement incentive, and the projected or

27 actual net savings over the five-year period.

28 * Sec. 12. PROGRAM CHANGES. An employee does not have a vested or contractual right to a

29 benefit under this Act until an agreement is executed with the administrator that permits the benefits to

30 be offered to an organizational unit of which the employee is a member. The legislature reserves the

31 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 o f the public employees’ retirement system.

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

6 * S ec. 15. This Act takes effect immediately under AS 01.10.070(c).

-9-
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c
F I S C A L  N O T E No. A

STATE  OF A LAS K A
19 9 2  LEG ISLAT IVE  SESSION

0 . 1  V e r s i o n :  S &  3  Q -

( S )  P u b l i s h  D a te :  1 ~~ ^  | —
Revision D o t e : ___________________________
Xitio: "An Act r e la t i n g  to re t irem en t 
incen t ive  programs. . . e f f e c t l v e  dace ."
Sponsor: Sen a to rs  Duncan. K e rt tu la . , --------Sturguiewsk.i Requestor: Senate S ta te  A f f a i r s ___________

EXPENDITURES/REVENUES: (Thousands of Donars)

Department Affected: 
BRU: Finance_____

Adm in is t ra t ion

Component: Finance

COMPONENT SERIAL NO. 59

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 •o

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 6 2 .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 10.0 62 .a 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER
FUND SOURCE: 0 0 0 0 0 0
TOTAL 10.0 , 52,. 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 0

Estimata of current year impact: See attached

Prepared By: Don Wanie
Division: Finance
Approved by Commissioner: Nancy. .Bear Us
Agency: Admin i s  t r  a t ion

_ Phone: 465 -2240 
Date: 0 1 /2 1 /9 2

.. Date:
Oiatribtstjon (by pr«p«r*f) : L*g. Fin.. Lagialatrv* Sporxoc, R*<?i>**tor, OMB/OBR. Gov, O fc . .  & lmp«:«frd Ag«ncy(U«).
R«v 10 /7 /31  ,  _ _  — A / —  .  - N  P a q « _ l  o« _ 2^l$CAU- D.o.A,
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Impact of a R e t i r e m e n t  Incentive P r o g r a m

T h e  D i v i s i o n  of F i n a n c e  is r e s p o n s i b l e  for v e r i f i c a t i o n  of 
e m p l o y m e n t  h i s t o r y  and p r o c e s s i n g  of t e r m i n a t i o n  p ay  for all s t at e  
employees. T h i s  in cl udes v e r i f y i n g  the leng t h of employment, 
a c c o u n t i n g  for all leave w i t h o u t  p a y  d u r i n g  t he e nt i re  empl oy m en t  
w i t h  the s t a t e  and. d e t e r m i n i n g  s a l a r ie s  for the thre e highes t 
years. In a dd i ti on ,  final and ter m in al  leave p a y  m u s t  be p r o c e ss e d 
in a c c o r d a n c e  w i t h  c o n t r a c t u a l  agreements.

W i t h  i m p l e m e n t a t i o n  of a R e t i r e m e n t  I n c e n t i v e  P r o g r a m  (RIP) the 
w o r k l o a d  for t h e s e  fu n ct io n s w ou ld  be s i g n i f i c a n t l y  inc reased a nd 
a d d i t i o n a l  s u p p o r t  wi l l be r e q u i re d  by the D i v i s i o n  of Fi na nc e to 
m e e t  p r o c e s s i n g  deadl i ne s . A p p r o x i m a t e l y  five h u n d r e d  employees 
t oo k  a d v a n t a g e  of t he  previous RIP. It is a n t i c i p a t e d  that a 
c o m p a r a b l e  n u m b e r  of e m p l oy e es  w o u l d  p a r t i c i p a t e  if a RIP was 
i m p l e m e n t e d  in th e  n e x t  year. Based on p a s t  experie nc e,  this w o u l d  
r e q u i r e  f o u r  a d d i t i o n a l  positions, i n c l u d i n g  one A c c o u n t a n t  I an d  
t h r e e  A c c o u n t i n g  T e c h n i c i a n s  I, for a p e r i o d  of six months. 
E s t i m a t e d  c o s t  for t h e s e  p o s i t i on s w o u l d  be:

A c c o u n t a n t  I (1) R a n g e  14A  19.7
A c c t  T e c h  I (3) R a n g e  12A 52.9

T o t a l  C o s t 72.6
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STATE OF ALASKA
1992 LEGISLATIVE SESSION

Rev is ion  Date:_______ _________________________________________
T i t le :  A n  A c t re la t in g  to  re t irem en t in c e n t iv e  p ro g ram s 

fo r th e  P u b l ic  E m p lo ye e s ' a n d  T eachers' R e t irem en t 
S y s tem

Sponsor_________ Duncan______________________________________
Requestor Senate S ta te  A f f a i r s ________________
E xp e n d itu re s/ R e ven u e s : (T h o u san d s o f D o lla rs)

C  «■• ^
B ill V ersion :
(S) P ub lish  Date: \ —

D ep a rtm en t A ffe c te d : A dm in istra tio n
BRU: R e tirem en t and  Benefits________

C om ponen t: R e tirem en t a n d  B enefits

C O M P O N E N T  S E R IA L  N O . 6 4

O PERA T IN G FY 93 EY 94 . FY 95 FY 96 FY 97 FY 98
PERSO NAL SERV ICES 5757 630.0 2775 2775 2775 2775
TRAVEL 3D 30 to 10 1.0 1.0
CONTRACTUAL 20.0 33 0 0 0 0
SUPPLIES 30 25 1.0. . 10 1.0 1.0
EQUIPMENT 1123 0 0 0 0 0
LA N D  & STRUCTURES 0 0 0 1 0 0 0
GRANTS. CLA IM S 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TO TA L  O P E R A T IN G 714.0 638.8 279.5 279.5 279.5 2795

C A P IT A L 0 0 0 0 0 0

R E V E N U E  
FU N D  SO U R C E :

0 0 0 0 0 0

F U N D IN G : (T h o u sa n d s  o f d o lla r s )
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 714.0 638.8 2795 2795 2795 2795
T O TA I 714.0 6385 2795 2795 2795 2795

P O S IT IO N S
FULL-TIME- 6 6 6 6 6 6
PART-TIME: 0 0 0 0 0 0
TEM PO R A R Y : 9 9 0 0 0 0

E stim a te  o f  cu rren t y e a r  im pact:_____________________________ 7ero

ANALYS.lS .:_(attach a se p a ra te p ag e  i f  nece s s a ry .)  T h e  a c tu a r ia l co s ts  to p a r t ic ip a t in g  em p lo y e r s  d u e  to th is  p ro g ram  
are  to be  p a id  u p  fro n t a n d  no a d d it io n a l co s ts  a re  a n t ic ip a te d .

   , /  /  \______________________________
Prepared, By/ „ ,. G ary  Bader <  \ 2  (  s  ,  A Phone: 465-4460
D ivision : L7 R etirem en t a n d  Benefits__________ __________________ Date: la n u a iy  16.1992

\ /
A pp roved  b y  C om m iss ioner: N a n c v  Bear U se rA t\  Date:
Agency:__________D ep a rtm en t o f A d m in is t r a t io n
Distribution (by preparer): Legislative Finance, L c f t^ t iv e  Sponsor, Requestor, OMB &  Impacted Agency(ies).
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Senate Bill 337 

Analysis of Fiscal Implications to the Retirement Fund 
Prepared by Division of Retirement & Benefits 

Department of Administration 
January 16, 1992

A nalysis: T his b ill w o u ld  p lace a tem p o ra ry  re tire m e n t in cen tive  p ro v is io n  in  s ta tu te  
for th e  Public  E m ployees ' (PERS) an d  T eachers’ (TRS) R etirem en t System s. A ctive 
PERS a n d  TRS m em bers could  re tire  on  an  accelerated  basis w ith  an  in c reased  benefit 
u n d e r  the fo llo w in g  conditions: at age 47, if vested ; w ith  17 years o f serv ice  as a 
q u a lified  peace officer, fire fighter o r  teacher; o r w ith  27 years o f c red ited  serv ice  in  the  
PERS, Before q u a lify in g  for an accelerated  benefit, h o w ev er, the  m em b er m u s t p a y  a 
lu m p  su m  in d eb ted n ess  p ay m en t o r take  an  ac tu a ria l red u c tio n  from  th e ir  life tim e 
b en e fit for the  in d eb ted n ess  am oun t.

W e e s tim ate  th a t five p e rm a n en t fu ll-tim e positions w ill be n e e d e d  in Ju n eau  a n d  o n e  in 
A n ch o rag e  to ad m in is te r the increased  d em an d  for in fo rm atio n  a n d  serv ices re su ltin g  
from  a d d in g  p o ten tia lly  over 4000 n ew  retirees to the  PERS an d  TRS, re su ltin g  from  p rio r 
RIPs a n d  p ro jec ted  for this one. In ad d itio n , w e estim ate  th a t n in e  lo n g  term  non- 
p e rm a n e n t em ployees w ill also be n eed ed  for v a ry in g  leng ths o f tim e  o v e r the next tw o 
fiscal years. P ersonnel w ill h an d le  increased  counseling , ad d re ss  an d  benefic iary  changes, 
a cc o u n t m a in ten an ce , a n d  o th er services.

W e e s tim a te  th a t w e  w ill n eed  to increase  o u r n o rm a l n u m b e r o f co u n se lin g  trip s  b y  5 
trip s  o v e r th e  n ex t tw o fiscal years to a ssu re  th a t m em bers u n d e rs ta n d  the  op tio n s  a n d  
re q u ire m e n ts  o f th e  p rog ram .

C
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SB 337
Analysis of Fi.-cal Implications to the Retirement Fund 

Prepared by Division of Retirement & Benefits 
Department of Administration 

January 16, 1992

C
tr

The total e s tim a te d  ad m in is tra tiv e  cost to the d iv is io n  b y  fiscal year is as follows:
FY 93 FY 94

PERSO N A L SERVICES 
FY 93

2 R e tire m en t S pec ialist I / I I  104.5
8 R e tire m e n t T ech n ic ian  I / I I  338.2
1 A c c o u n ta n t I 46.1
2 A cco u n tin g  C lerk  III (6 m onths) 38.0
2 C lerk  II (9 m o n th s) 48.9

T o tal FY 93 P erso n a l Services C o s t ............................ $575.7
FY 94

2 R e tire m en t S pec ia list I / I I  104.5
8 R e tire m e n t T echn ic ian  I / I I  338.2
1 A cco u n ta n t I 46.1
2 A cco u n tin g  C le rk  III (12 m onths) 76.0
2 C le rk  II (12 m o n th s) 65.2

T o tal FY 94 P e rso n a l Services C o s t .................................  $630.0

2 R e tire m en t S pec ia list I / I I  104.5
3 R e tire m e n t T ech n ic ian  I / I I  126.9
1 A c c o u n ta n t I 46.1

Personal Services Cost ( F Y  95 a n d  b e y o n d )

TR A V EL
T rav e lin g  to  v a r io u s  locations th ro u g h o u t 
the s ta te  to cou n se l p ro sp ec tiv e  re tirees an d
give s e m in a r s   3.0 3,0

FY 95

C O N T R A C T U A L  
FY 93

C o m p u te r  serv ices  for ad d itio n a l PC 's 16.5
A d d itio n a l te le p h o n e  costs (4 ad d  p h ones) .2
T e lep h o n e  se rv ice  for 4 p h o n es  .8
Long d is tan ce  call expense  based  u p o n  
p re v io u s  R IP  25

F Y  93 contractual costs.......................  20.0

F  Y 95

$277.5

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 FY 95

C O N T R A C T U A L  
FY 94-

T e lephone  serv ice  fo r 4 p h o n e s  .8
L ong  d is tan ce  call ex p en se  based  u p o n  
p re v io u s  RIP Z 5

FY 94 co n trac tu a l co sts ........................................  3.3

SUPPLIES
Office su p p lie s , ca lcu la to rs  c o s t  3 .0  2 .5

EQ U IPM EN T
5 W ork  s ta tio n s 23.0
5 C h airs 1.5
5 PC s an d  o th e r  office e q u ip m e n t 

O th e r office  e q u ip m e n t
30.0

(D ictaphone, ca lcu la to rs , etc.) 5.0
1 File cab inets .3
5 P h o n es (6 0 0 /in s tru m e n t) 3.0
5 P erso n a l C o m p u te rs 27.5
5 M icro fiche  v ie w ers 4.0
1 C o m p u te r O u tp u t  P rin te r 18.0

T otal E q u ip m en t c o s t .......................... 112.3  - 0 -  - o -
TOTAL O p era tio n s  C o st $714.0 $638.8 $279.5

The re tirem en t techn ic ians, re tire m e n t specia lists, a c c o u n ta n t, a n d  acco u n tin g  clerks r e e d  
co n stan t access to th e  PERS a n d  TRS c o m p u te r files. W e d o n  n o t h a v e  a n y  excess te rm in a ls , 
m icroF che v iew ers  o r  ca lcu la to rs . O u r e q u ip m en t re q u e s t w ill sa tisfy  o u r e q u ip m e n t n eed s  for 
the  d u ra tio n  of th is p ro g ram . W e p ro p o se  the  p u rch ase  o f p e rso n a l co m p u te rs  to be u sed  as 
te rm inals because  th ey  w ill be  co m p atib le  w ith  the  d iv is io n 's  Local A rea  N e tw o rk .

W e are  a lso  p ro p o s in g  th e  p u rc h a se  o f an  ad d itio n a l c o m p u te r o u tp u t  p rin te r, the  p re v io u s  
RIP’s p u t  g rea t d e m a n d  on  o u r  ex isting  tw o  p rin te rs  a n d  w e w e re  a lw ay s in a s ta te  of backlog.
O u r cu rren t d ay -to -d ay  p r in te r  n eed s  m ax im ize  the capac ity  o f o u r ex isting  p rin ters . A fter 
co m paring  the cost o f leas in g  a p rin te r fo r tw o  years, co u p led  w ith  o u r  ex isting  needs, p u rch asin g  
a new  p rin te r  w o u ld  be  m o re  cost effective.

AT. ad m in is tra tiv e  costs  o f th e  p ro g ram  w ill be  p a id  in  ad v an ce  by  p a rtic ip a tin g  e m p lo y e rs  as 
req u ired  b y  the bill.

The O ther F unds are  co m p rised  o f PERS a t $392.7 an d  the  TRS a t $321.3 for FY 93.
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^  /
A M E N D M E N T  /

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:

OFFERED BY;

DATE:

TITLE CHANGE:

P a g e  1 , L in e  2 

f o l l o w i n g  f i r s t  " s y s t e m " :

D e l e t e  (AND)

I n s e r t  A 

f o l l o w i n g  s e c o n d  " s y s t e m " :

D e l e t e  ( ; AND)

I n s e r t  . a n d  c e r t a i n  p e r s o n s  u n d e r  t h e  J u d i c i a l  
R e t i r e m e n t  S y s te m .

CS SB 337  (STA) 

S e n a t o r  P o u r c h o t  

F e b r u a r y  2 5 ,  1992

R a t i o n a l e :  T h i s  c h a n g e  s h o u ld  h a v e  o c c u r r e d  w hen S e c t i o n  8 was 
i n c l u d e d  i n  t h e  S t a t e  A f f a i r s  CS v e r s i o n .
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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"



P R O P O S E D  A M E N D M E N T  T O  S E N A T E  B I L L  337 
B Y :  S E N A T O R  P A U L  F I S C H E R

P A G E  7 ,  L I N E  1 5 :

* S e c . 1 0 .  R E E M P L O Y M E N T  I N D E B T E D N E S S  A N D  R E E M P L O Y M E N T  P R O H I B I T I O N  (a) 

A D D  N E W  S U B - S E C T I O N  T O  R E A D :

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

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

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

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

t h e  p a r t i c i p a n t  r e t i r e d . "



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

240 Main Street, Suite 500 
Juneau, Alaska 99801-2101

M E M O R A N D U M February 25, 1992

SUBJECT: D oes sec. 8 of the retirem ent incentive bill constitute special 
legislation (CSSB 337 (State Affairs))

TO: Senator Pat Pourchot

FROM : T eresa  B. C ram er^  
Legislative Counsel

You have asked w hether sec. 8 of CSSB 337 (S tate Affairs) constitutes special 
legislation, prohibited under art. II, sec. 19 of the state constitution.

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

Section 8 perm its the chief justice of the state suprem e court to  adopt a re tirem ent 
incentive plan for adm inistrative directors of the court system who are  m em bers of 
the Judicial R etirem en t System (JRS). U nder sec. 8(a), the plan must result in a 
savings to the court system in personal services costs within five years.

The adm inistrative director is the only m em ber of JRS whose salary is not fixed by 
statute  a t a  set range and s te p ^  and, therefore, the only m em ber whose retirem ent 
could result in a salary savings to the state. (The state  saves m oney if the rep lace­
m ent is h ired  a t a lower salary step than the retiring adm inistrative director currently 
receives.) T he o ther circum stance that may affect the answer to  your question is that 
there  is only one adm inistrative director of the court system at a time. T herefore, 
although the  legislation is drafted  in general language, it will apply, in all probability, 
to only one person.

^ T he  m on th ly  sa la ry  o f  m em bers o f  the sup rem e cou rt is se t a t S tep F , R ange  30 under A S  22.05.140. 
M em be rs o f  the co u r t o f  appea ls a re  com pensated a t S tep E , R ange  29 unde r A S  22.07.090. S upe rio r 
co u r t ju d g e s a rc  com pensa ted a t S tep E , R ange  28, w ith  a geograph ic cost-of-living ad ju s tm en t 
p o ss ib le , d ep end ing  on the lo ca tio n  o f  the ju d g e ’s p rim ary o ffice  ass ignm en t. D is tr ic t co u r t ju d g e s 
rece ive  a m on th ly  sa la ry  o f  S tep C , R ange 26, w ith  the p o ss ib ility  o f  a geograph ic cost-of-living 
a d ju s tm en t, un de r A S  22.15.220. M ag istra te s , whose sa la r ie s a rc  no t fixed a t a step  and range by 
s ta tu te , a re  m em bers o f  the P u b lic  Em p lo yees’ R e tirem en t System  and th e re fo re  cou ld  be  in c lu d ed  
in  a re tirem en t in cen tive  p lan  un de r sec. 3 o f  the b il l.



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

T he legislature shall pass no local o r special act if a general act can be m ade 
applicable. W hether a general act can be m ade applicable shall be subject to 
judicial determ ination.

In A bram s v. S tate . 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 sam e goal. T he court, citing an earlier case, noted that legislation 
does not becom e "local" merely because it operates only on a limited num ber of 
geographical areas. The test was w hether the legislation related to a m atter of 
statewide concern or common interest. In S tate  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 exam ined a 'and exchange agreem ent betw een th ree parties -  the state, the 
federal governm ent, and a regional Native C orporation -- and declined to invalidate 
tiie legislation on the grounds that it was a local o r special act. T he court held that 
the test to be employed in determ ining w hether the legislation was prohibited as a 
special or local act was substantially the sam e as the test used to analyze legislation 
challenged on equal protection grounds w here the legislation does not create a 
suspect classification. The court stated:

[ejxamining both the legislative goals and the m eans used to advance them, 
we m ust determ ine w hether 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 opera te  evenly in all parts of the state to avoid being classified as 
local o r special.

(559 P.2d a t 643, citations om itted.)

In my opinion, the provisions of sec. 8 satisfy this test. T he purpose of the legislation, 
as set out in sec. 1, is to reduce personal services costs so that, in a tim e of declining 
revenue, the hardship of layoffs is reduced. I believe that courts would find this a 
legitim ate public purpose. The only position included in JRS in which retirem ent 
might lead to a savings in personal services cost through the retirem ent of the 
incum bent is the adm inistrative director of courts. Therefore, the legislation applies 
as generally as it can while accomplishing its purpose.

If I may be of further assistance, please advise.

Senator Pat Pourchot

February 25, 1992

P a g e  2

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 
Mail Slop 3101

240 Main Street, Suite 500 
Juneau, Alaska 99801-2101

M E M O R  A N D U M February 4, 1992

SUBJECT:

TO:

FROM :

Sectional Summ ary of CSSB 337(State Affairs) 
(R etirem ent Incentive Program s)

Senator Jim D uncan

Teresa B. C ram eT”{ ~ ^ d ^
Legislative Counsel

You have requested a sectional analysis of the above described bill.

As a  prelim inary m atter, note that a sectional analysis or summary of a bill should 
not be  considered an authoritative in terpretation  of the bill and the bill itself is the 
best s tatem ent of its contents.

Because this bill sets up a tim e-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 Tem porary  and Special Acts volume of the  A laska 
Statutes.

Section 1 states the legislative purpose in adopting a retirem ent incentive program  
for public em ployers and employees.

Section 2 establishes the general requirem ents for a retirem ent incentive program .
Subsection (a) perm its em ployers to designate organizational units of em ployees Y y  
eligible to  participate. Subsection (b) sets out criteria for the organization units. _ V  
Subsection (c) limits which em ployees are  eligible to participate to those who will be 
qualified to  re tire  after receipt o f the re tirem ent incentive. Subsection (d) sets out /  
requirem ents for the pian filed by the em ployer and requires the em ployer to  agree 
to reim burse the retirem ent system for the  extra costs incurred by the system from 
participation by the em ployer’s employees.

Subsection (e) sets out the form ula for com puting how much each m em ber o f the 
T eachers’ R etirem ent System (TRS) who participates in the plan owes in o rder to 
receive the three-year credit. It is based on the annual contribution ra te  of 8.65% 
for m em bers of TRS set out in AS 14.25.050. Subsection (f) sets out the form ula for
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com puting how much each m em ber o f the Public Em ployees’ R etirem en t System 
(PE R S) who participates in the plan owes in o rder to receive the three-year credit. 
It is basea on the annual contribution rates o f 7.5% for peace officers who are 
m em bers o f PER S and 6.75% for o ther m em bers of PER S set out in AS 39.35.160.

Subsection (g) provides that the re tirem ent incentive is a credit of th ree  years, to be 
used either to m eet re tirem ent eligibility requirem ents or, if those a re  met, to 
increase the am ount of credited service a participant is entitled to when com puting 
benefits. Subsection (h) limits the kinds ot credited service tha t em ployees retiring 
under the re tirem ent incentive plan may use w hen determ ining w hether they are 
eligible to retire. N ote that the subsection does not limit the kinds of credited  service 
tha t may be considered when com puting the  em ployee’s benefits.

Subsection (i) perm its em ployees to assum e p art of the em ployer’s liability in order 
to becom e eligible to participate in a re tirem ent incentive plan.

Section 3 authorizes the state to  adopt a re tirem en t incentive plan for its employees, 
to begin July 31, 1992, and ending O ctober 31, 1992. Subsections (b) and  (c) limit 
which em ployees may participate. Subsection (d) requires that participants be 
appointed to re tirem ent on or before July 1, 1993.

Section 4 authorizes political subdivisions and public organizations which participate 
in PE R S to adopt a re tirem ent incentive p lan for tneir employees, to begin 
D ecem ber 31, 1992, and ending June 30, 1993. Subsection (b) requires that 
participants be appoin ted  to re tirem en t on or before February  1, 1994.

Section 5 authorizes the  University of A laska to adopt a re tirem en t incentive plan for 
its employees, to begin June 30, 1992, and ending D ecem ber 31, 1992. Subsection
(b) requires that p a r tic ip a n t be appointed to  re tirem ent on o r before A ugust 1,1993. 
Subsection (c) addresses participants in the O ptional University R etirem en t Program .

Section 6 authorizes em ployers in T R S /o th er than the state  or the  University of 
Alaska, which are covered in sections 3 and 5 ab o v ejto  adopt a  re tirem ent incentive 
plan for their employees, to begin June 30, 1992, -and ending D ecem ber 31, 1992. 
Subsection (b) requires that participants be appointed to re tirem ent on o r before 
August 1, 1993.

Section 7 perm its state  em ployee participants to receive credit for certain  em ploy­
m ent with political subdivisions or public organizations who did not partic ipate  in 
PERS or TRS at the time of the em ploym ent for purposes o f determ ining w hether 
the participant satisfies the years of service requirem ents for re tirem en t under TRS 
or PERS. The em ploym ent may not be counted when the am ount o f the  partici­
p an t’s benefits are calculated.



Section 8 perm its the adm inistrative director of the Alaska C ourt System who is a 
m em ber of the  Judicial R etirem ent System (JRS) to participate in a re tirem en t 
incentive program . T he section sets out provisions com parable to those that apply 
to m em bers o f the o ther retirem ent systems.

Section 9 perm its the D epartm ent of A dm inistration to take certain actions if 
employers who are participating in the retirem ent incentive program  becom e 
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 re tirem en t 
incentive program  who, after retirem ent, are  reem ployed in a position tha t is covered 
by PERS, TRS, or JRS. Subsection (b) prohibits participants from  working fo r an 
em ployer who is p art of one of the state retirem ent systems for one year a fte r the 
participant retired . T here  is an exception for the University of Alaska.

Section 11 directs state agencies to file with the Office of M anagem ent and B udget 
reports showing the expected effect of the  program  on the  agency’s personal services 
cost and operation. Subsection (b) directs OMB to docum ent the net reduction  in 
personal services costs for each agency in the governor’s annual budget request. 
Subsection (c) directs OM B to report to the legislature on the re tirem ent incentive 
program .

Section 12 states th a t employees do not have a vested o r contractual right to benefits 
under a re tirem en t incentive program  until an agreem ent is executed w ith the 
adm inistrator of the  retirement, system. T he legislature reserves the right to m ake 
changes to the  program .

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

Section 14 repeals sections 1 - 8 of the Act, which establish and au thorize the 
re tirem ent incentive program s, on July 1, 1994.

Section 15 is an im m ediate effective date  clause.

If I may be of fu rther assistance, please advise.

Senator J im D u n c a n

January 17, 1992
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COMMITTEES:

' ' ice Chair -  
Finance 

Vice Ciiair -  
State affairs 

Rules 
Budget* Audit 
Ethics Reform

FACT SHEET ON SB 337, THE 1992 RETIREM ENT INCENTIVE B ILL
Provided By Senator Jim  Duncan

I 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 is 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 istrict C
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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

Teachers June 30,1992-Dec. 31,1992 August 1, 1993TT • • I II I* HUniversity
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 Depax tment 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 I did not favor these amendments, I 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.
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D E P A R T M E N T  OF A D M IN IST R A T IO N

OFFICE OF THE COMMISSIONER

January 29,

W A L T E R  J . H IC K E L ,  G O V E R N O R

P.O. BOX C
JUNEAU, ALASKA 99S11-0200 
PHONE: (907)465-2200 
FAX: (907)465-2135
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, I 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 is 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 y o u .

e l y ,

NBU/nl
Enclosures

Nancy Bear 
Commi ssionc

y^era
'r



OFFERED IN THE SENATE 
%

TO: SB 337

Page 3, line 25:

Delete "and military service under AS 39.35.340"



A M E N D  M E N T

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."

- 1 -



A L A S K A  S T A T E  L E G I S L A T U R E
L E G I S L A T I V E  B U D G E T  A N D  A U D I T  C O M M I T T E E

D iv is io n  o f  L e g is la t iv e  A u d it

P. O. Box w  
Juneau, AK 99811-3300 

(907) 465-3830 
FAX (907) 465-2347

M E M O R A N D U M

TO: The H onorable Pat Rodey
Chairman, Senate

FROM : Randy S. W elker
Legislative A uditor

DATE: January 24, 1992

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

NAM E POSITION AGENCY SAVINGS

Kurt Dzinich Senior Advisor Legislative Research $204,643

Sally M clntire A ssistant C hief Clerk of 
the House

Legislative Affairs 36,683

Richard Bradley Attorney IV Legal Services 22,476

Patrick Learner System s Programmer Legislative A udit 9,531

Irene Cashen C hief Clerk o f the House Legislative Affairs 5,824

Ruth Packard Researcher Legislative Affairs 4,286

Subtotal 
Misc. Admin. Fees

283,443
(1,496)

T o tal Savings R eported  for the L egisla ture $281,947

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

Senate State Affairs Committee members
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R E T I R E M E N T  I NC E NT IV E  PR OGRAM 
S TATUS R E P O R T  

F e b r u a r y  27, 1989

E m p l o y e r

G o v e r n o r ' s  O f fi c e
A d m i n i s t r a t i o n
Law
R e v e n u e
E d u c a t i o n  - PERS 
E d u c a t i o n  - TRS 
H e a l t h  & S o ci a l Svc. 
L a b o r  
C o m m e r c e
M i l i t a r y  A f f a i r s  
N a t u r a l  R e s o u r c e s  
F i s h  & Ga me  
P u b l i c  S a f e t y  
E n v i r o n m e n t a l  Consv. 
C o r r e c t i o n s  
Comm. & R e g i o n a l  Aff. 
T r a n s p o r t a t i o n  
O m b u d s m a n  
L e g i s l a t i v e  Aff ars 
L e g i s l a t i v e  F i n a nc e  
L e g i s l a t i v e  A u d i t  
C o u r t  S y s t e m

Total S ta te  PERS 
T o ta l  St a te  TRS

U n i v e r s i t y  of A k  - PERS 
U n i v e r s i t y  of A k  - TRS 
G e o p h y s i c a l  Inst - PE RS  
G e o p h y s i c a l  Inst - TRS

T o t a l  U n i v e r s i t y  - PERS 
T ot a l U n i v e r s i t y  - TRS

T o t a l  P o l y  - Subs PERS 

T o t a l  Schl D i s t s  TRS

E li g i bl e  
By Age/ S vc

D e s i g n a t e d  
By Empl. R e t i r e d

30 5 5
229 174 101
41 18 11
55 29 23
72 71 28
38 36 19

335 304 150
147 138 54
88 55 28
29 6 4

160 139 65
160 143 78
193 182 101
36 34 12

154 139 38
21 18 7

854 809 355
1 ' 0 0

53 20 13
2 0 0
5 3 3

98 0 0

2762 2287 1076
38 36 19

325 319 107
372 349 95
27 27 7
38 35 8

352 346 114
410 384 103

2661 1272 412

1773 1668 603

G r a n d  T o t a l  PER S 
G r a n d  T o t a l  T RS

O v e r a l l  Tot al

5775
2 2 2 1

7 9 9 6

3905
2088

5 9 9 3



D I V I S I O N  OF R E T I R E M E N T  A ND  BENEFIT S 
R E T I R E M E N T  I NC E NT IV E P R O G R A M  (RI?) 

S U M M A R Y  R E SU L TS  OF P O L I T I C A L  S U B D I V I S I O N  S U R VE Y
M a r c h  14, 1989

E M P L O Y E R

t

N U M B E R
R E T I R E D

| P O S .
|REFILLED 

1 
1 
1

C O S T  OF 
P OS I TI ON S  
FO R 5 YRS 
( $ 1 0 0 0 ' s )

C O S T  TO R E­
FILL POS. 

(over 5 yrs 
($ 1 0 0 0 ' s )

RIP C O S T  

($ 1000 ' s )

S A V I N G S  o 
(COST) 

FOR 5 YRS 
( $ 1 0 0 0 1s )

3 . E .  R e s o u r c e  
c e n t e r 3

I
1 o 800.0 0.0 33.0 717 .

U n a l a s k a  C i t y  
S c h o o l  D i s t r i c t 1

1
| 1 322.5 165.8 34 . 1 122.

C o p p e r  R i v e r  
S c h o o l  D i s t r i c t 11

1
1 10 2, 854 .7 1,904.9 279.3 670.!

G a l e n a  C i t y  
S c h o o l  D i s t r i c t 1

1
1 1 264 .6 198.0 60.0 6.1

P e t e r s b u r g  
P u b l i c  S c h o ol s 2

1
1 2 437 .5 338.6 55.1 4 3 .1

Y u k o n  K o y u k u k  
S c h o o l  D i s t r i c t 5

1
1 4 2,006.5 1,414.4 177 .0 414 . t

A l a s k a  G a t e w a y  
S c h o o l  D i s t r i c t 4

1
1 4 1,055.5 745 .0 180.8 129 .’

Br i s t o l  Bay 
S c h o o l  D i s t r i c t 1

1
| 1 273.8 186.7 50.3 36 A

K o d i a k  I s l a n d  
S c h o o l  D i s t r i c t 17

1
1 16 4,487. 7 3,380 .0 579.9 527 . 8

D e l t a / G r e e l y  
S c h o o l  D i s t r i c t 2

1
1 2 700.9 644 .0 96.4 (- 39.6)

Y u k o n  Flats 
S c h o o l  D i s t r i c t 5

1
1 4

Not
P r o v i d e d

No t
P r o v i d e d 128.5

N ot
P r o v i d e d

L. Kuskokwini 
S c h o o l  D i s t r i c t 31

1
| 26 7,535.6 4,637.6 677.2 2,220.i

f.'ortn Slo pe 
S c h o o l  D i s t r i c t 28

I
| 23 7,643 .0 5, 600.5 727 . 0 1,315.!

D i l l i n g h a m  
C i t y  S c h o o l s 6

1
1 2 1,231.7 180.0 277 . 8 7 7 3 . S

C r a i g  Ci ty  
S c h o ol  D i s t r i c t 1

1
! 1 277 . 2 210.1 21.8 45 .:
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R E T I R E M E N T  I N C E N T I V E  P R O G R A M  (RI?) 
S U M M A R Y  R E S U L T S  OF P O L I T I C A L  S U B D I V I S I O N  S U R V E Y

PAGE 2 /

E M P L O Y E R N U MB E R
R E T I R E D

| POS.
|R EFILLED 

1 
i 
1

C O S T  OF 
P O S I T I O N S  
FOR 5 YRS 
($ 1 0 0 0 ' s )

C O S T  TO R E­
FIL L  POS. 

(over 5 yrs 
( $ 1 0 0 0’s )

RI? C O S T  

($1000 ' s )

S A VI N GS  o : 1 
(COST) 1 

FOR 5 Y R S  I 
(SlOOO's) I

W r a n g e i l  
P u b l i c  School 2

1
1 2 455.5 330 .6 43.7 ai. :|

V a l c e z  
C i t y  Sc ho ol s 10

1
1 3 2,519 . 1 604 . 4 284 .4 1,630.2

A d a k  R e g i o n  
S c h o o l  D i s t r i c t 3

1
1 3 817 . 1 611.6 111.4 94 .1

F a i r b a n k s  
S c h o o l  D i s t r i c t 71

1
1 71 17,998.0 1 3‘, 592.1 1,825.8 2 ,579 . 1

H a i n e s
S c h o o l  D i s t r i c t 5

1
| 1 1,529.6 384 .8 131. 3 1,013.5

C o r d o v a  
P u b l i c  Sc hools 1

1
| 1 185.3 112.4 19.3 53.6

J u n e a u
S c h o o l  D i s t r i c t 42

1
| 40 3, 75 0. 0 1,449. 0 1,010*. 6 1, 29 0. 4

L a k e  and Penin. 
S c h o o l  D i s t r i c t 2

1
1 2 675.0 600.0 53.6 21.4

K e n a i  Pen. 
S c h o o l  D i s t r ic t 67

1
1 67 16,2 85 .6 11, 767 .7 1,586.3 2 , 9 3 1 . 6

S o u t h w e s t  
R e g i o n a l  S chool 4

1
1 4 666.5 527 .7 91.0 47 . 8

A n c h o r a g e  
S c h o o l  D i s t ri c t 373

1
| 368 8 1 , 2 49 . 1 59,225. 1 8,580.7 1 3 , 4 7 3 . 2

N'enana C i ty  
School D i s t r i c t 7

1
| 7 1,611.1 1,209 .2 173.7 229,2

N o r t n w e s t  Arc t 
Bor Sc h Dist 31

1
I 30 5, 56 2. 6 4, 04 6 . 3 763 . 2

‘I "

1 75 3 .0



R E T I R E M E N T  INCENTIVE P R O G R A M  (RI?)
S U M M A R Y R E S U L T S  OF P O L I T IC A L 

PAGE 3
S U B D I V I S I O N

>
S U R V E Y

E M P L O Y E R N U M B E R
R E T I R E D

| POS.
|REFILLED 

1 
1 
1

CO ST  OF 
P OS IT IONS 
FOR 5 YRS 
( $ 1 00 0' s )

C O S T  TO  R E­
FILL  POS . 

(over 5 yrs 
( $ 1 0 0 0 ' s )

RI?  C O S T  

( $ 1 0 0 0 1s )

S A V I N G S  or 
(COST) 

FOR 5 YRS 
( $ 1 0 0 0‘s)

C i t y  Of 
S k a g w a y 1

1
| 1 18.8

Not
P r o v i d e d

Not
P r o v i d e d O.C

C i t y  of 
W r a n g e l l 1

1
1 o 220.0 0.0 33.5 186 .5

C i t y  of 
P a l m e r 4

1
| 3 1,024 .1 715.3 101.0 207.5

C i t y  of 
S o l d o t n a 2

1
| 1 482.8 212 .7 47.8 222.2

C i t y  of 
K e t c h i k a n 11

1
1 8 4,093.0 2,358 . 5 519 .5 .. 1,214 .9

K e n a i  P e n i n s u l a  
B o r o u g h 14

I
1 7 3,234.0 2, 27 0 .4 324 .2 639 .4

C i t y / B o r o u g n  
J u n e a u 13

1
1 9 3,574. 1 2,134 . 8 298.9 1,140.4

C i t y  of 
V al d ez 7

1
1 4 2,676. 3 1,241.1 289.6 1,145.5

T O T A L  S A V I N G S  ■ 4, 756. 5

U ni ve rs  icy 
PERS 113

I
1 76

1
26,052.1| 15 ,3 08.0

1
| 2, 45 5. 3

1
| 8,288.5

U n i v e r s i c y
TRS | 103

1
| 70

1
39,972.6| 2 2 , 79 2 .7

1
| 3, 16 3.3

I
i 14,016 .c

T O T A L  S A V I N G S  22,305.
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PUBLIC EMPLOYEES' RETIREMENT SYSTEM 
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AUDITOR'S CONCLUSIONS

Comparing the s a l a r i e s  o f  employees p a r t i c i p a t i n g  in  the 
R e t i r em en t  I n c e n t i v e  Program (RIP) w i t h  the s a l a r i e s  o f  
rep la cemen t  employees and p o s i t i o n s  rem a in ing  v a c an t  shows 
the S t a t e  b e n e f i t e d  i n  a r e d u c t i o n  o f  p e r son a l  s e r v i c e  
c o s t s .  Tak ing i n t o  c o n s i d e r a t i o n  the  emp loye r ' s  c o s t  to 
c r e d i t  the r e t i r e d  employees w i t h  th r e e  y e a r s  o f  s e r v i c e  
p roduces an e s t im a te d  n e t  s a v in g s  o f  $14,449,000 ove r  th re e  
y e a r s .  (See Schedu le  o f  RIP Cost Sav ing s/ (Loss )  on page 9 
o f  t h i s  r e p o r t . )
Excep t f o r  the Department o f  C o r r e c t io n s  and the Department 
o f  Community and R eg iona l  A f f a i r s ,  a l l  e x e c u t i v e  branch 
a g en c ie s  we re v iew ed  showed a n e t  s a v i n g s  to the S t a t e .  For 
the most p a r t  t h i s  e x c ep t io n  was due to  OMB a l l o w in g  agen­
c i e s  to c a l c u l a t e  t h e i r  s a v i n g s  o ve r  a fo u r- y ea r  t ime p e r io d  
whereas our c a l c u l a t i o n s  were ba sed  o ve r  a th re e- yea r  
p e r io d .  (See Report O b j e c t i v e s ,  Scope, and Methodo logy 
s e c t i o n  o f  t h i s  r e p o r t . )  In  a d d i t i o n ,  p r o v i s i o n s  were made 
by OMB t h a t  a g en c ie s  c o u l d  demons t ra te  s a v in g s  by keep ing  
open a v a c a t e d  p o s i t i o n  even though the  employee d i d  no t  
r e t i r e  th rough the  RIP program. We d i d  no t i d e n t i f y  th e se  
p o s i t i o n s  or f o l l o w  t h a t  methodo logy f o r  c a l c u l a t i n g  
s a v i n g s .
Net c o s t  s a v in g s  by s t a t e  a g en c y  were m a in l y  g en e ra te d  by 
the rep la cemen t  o f  employees whose s a l a r y  was based  on 
l o n g e v i t y  w i t h  employees p a id  a t  lowe r  r a t e s ,  the r e c l a s s i ­
f i c a t i o n  o f  p o s i t i o n s  to  lower  pay r a n g e s ,  and l e a v i n g
p o s i t i o n s  vacant.- P o s i t i o n s  employees r e t i r e d  from and 
c u r r e n t l y  o ccup ied  by an employee r e s u l t e d  i n  lower annua l  
s a l a r i e s  f o r  a l l  a g e n c i e s ,  e x cep t  f o r  the  O f f i c e  o f  the  
Governor .  C u r ren t  s a l a r i e s  i n  th e  Gove rno r ' s  O f f i c e  were 
g r e a t e r  by $1,000 i n  tho se  p o s i t i o n s  where employees 
r e t i r e d .  We b e l i e v e  t h i s  v a r i a n c e  i s  due to  the r e t i r i n g
emp loyee 's  s a l a r y  r e f l e c t i n g  a 10 p e r c e n t  pay c u t  w h i l e  the  
c u r r e n t  o c c up an t ' s  s a l a r y  i s  a f t e r  the pay c u t s  were 
r e s t o r e d .
Rev iew o f  some i n d i v i d u a l  s i g n i f i c a n t  v a r i a n c e s  i n  pay 
between the r e t i r e d  emp loyee 's  s a l a r y  and the c u r r e n t
emp loyee ' s  s a l a r y  i n d i c a t e d  the  v a r i a n c e s  were m a in ly  caused  
by p o s i t i o n  r e c l a s s i f i c a t i o n s .  We d i d  no t de te rm ine  the 
j u s t i f i c a t i o n  f o r  these  p o s i t i o n  r e c l a s s i f i c a t i o n s .
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T ab le  o f  A lask a  R esid en cy  fo r the 

P u b lic  E m p lo y ee s ' and T e a ch e rs  R e tire m en t S ystem s

B e n e f it  R e c ip ie n ts

Y e a r PERS TRS

1 9 8 2 60% 49%

1 9 8 6 69% 54%

1 9 9 1 71% 66%

T h e se  figu res w ere  the re su lt o f  an a ly se s  by the sy stem  ac tu a ry  ; i  

p rep a ra tio n  o f the PE R S and T R S  five  y ear S tudy  o f A ctuaria l 

A ssu m p tio n s . T he s tu d y  is p e rfo rm ed  to rev iew  all the sy stem  s 

a ssu m p tio n s  and m ake  ad ju s tm en ts  to  re f le c t  the  p r io r  p e rio d  

e x p e rien c e . T h ese  n u m b ers  a re  d o lla r  w e ig h ted  to  re f le c t the  

eco n o m ic  v a lu e  of b en e fit d o lla rs  re s id in g  in the s ta te .
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H i g h l i g h t s

This rep o rt has been p repared  by William M. M ercer, Incorporated  to:

(1) present the results of a valuation of the Alaska Public Em ployees’ R etirem ent 
System as of June 30, 1990;

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

(3) determ ine the appropria te  contribution rates for the S tate  and for each political 
subdivisior. in the system;

(4) provide reporting and disclosure inform ation for financial statem ents, 
governm ental agencies, and other interested parties.

T he rep o rt is divided into two sections. Section 1 contains the results of the valuation. It 
includes the experience o f the plan during the 1989-90 plan year, the cu rren t 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 m ethods and 
actuarial assum ptions used in determ ining liabilities and costs.

T he principle results are as follows:

1989
Funding Status as of June 30:

(a) Valuation A ssets’11 S 2,348,423

(b) A ccrued Liability* 2,563,268

(c) Funding Ratio, (a) /  (b) 91.6%

120.0% 
o 110.0% 
o 100.0%
“ 90.0%
■J 80.0%
§ 70.0%
^  60.0%

50.0%

* In thousands.

W illiam  V. M e rc e r . In c o rp o ra te d

1990

S 2,677,486 

2,753,518 

97.2%



Em ployer C ontribution Rates 
for Fiscal Year:

1992 1993

(a) Consolidated R ate 12.00% 12.83%

(b) Average Past Service R ate 2.20% .75%

(c) Average Total C ontribution R ate 14.20% 13.58%

In preparing this valuation, we have employed generally accepted actuarial m ethods and 
assum ptions, in conjunction with employee data provided to us by the plan sponsor and 
financial inform ation provided by Coopers & Lybrand, to determ ine a sound value for the 
plan liabilities. We believe that this value and the m ethod suggested for funding it are  in 
full com pliance with the G overnm ental Accounting Standards Board, the In ternal R evenue 
Code, and ail applicable regulations.

Respectfully subm itted,

Brian R. M cG ee, FSA Peter L. Godfrey, FIA, ASA
Principal Consulting Actuary

BRM /PLG/JW J/jls

April 11, 1991
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A n a l y s i s  o f  t h e  V a l u a t i o n

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 em ployer 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. R etiree M edical 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 prem ium  experience was a major 
reason for the rapidly increasing em ployer contribution rate and the deteriorating 
funding ratio, it is certainly welcome news to be able to com m ent on a stabilization in 
re tiree  medical premiums.

The following table summarizes the monthly prem ium  per benefit recipient since re tiree  
m edical benefits have been provided under PERS.

Monthly Prem ium  Annual A verage A nnual
Fiscal Per R etiree Percentage Increase
Y ear For H ealth 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 prem ium  reduced to 
5243.98 during the year from S252.83, a decrease of 3.50%. The prem ium  for the 1992 
fiscal year rem ained unchanged.

As noted in last y ear’s valuation report, the State has seen a dram atic shift to post-65 
rates which have increased considerably faster than pre-65 rates. H ow ever, both rates 
reduced  by 3.50% in FY91 and have rem ained unchanged for FY92, resulting in the 
first actuarial gain from  m edical benefits for the System since the June  30, 1987 
valuation of the System.

T he effect on the past service contribution rate of this reduction in re tiree  medical 
prem ium s was a reduction of 0.95% of payroll. The effect on the consolidated ra te  was 
a reduction of 0.47%, resulting in a reduction in the average total em ployer 
contribution rate due to medical benefits of LiU%_of payroll.

Investm en t Perform ance

The System once again experienced actuarial gains arising from the investm ent 
perform ance of the T rust assets. A lthough the return  as m easured by m arket values 
was lower this year than  last year, the effect of the five-year sm oothing was to increase . 
the re tu rn  as m easured by valuation assets from last year. T he approxim ate ra te  of 
re tu rn  based on m arket values was 9.94% and the rate based on valuation assets \.a s
11.87%. T he resulting actuarial gain was 568,112,000 which had the effect of reducing 
the average em ployer contribution rate by 0.67%.

Salary Increases

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

Em ployee D ata

Section 2.2 provides statistics on active and inactive participants. The num ber 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 num ber of re tirees and beneficiaries increased 5.7%, from 6,967 to 7,365, and their 
average age increased from 63.28 to 63.62. T here  was an 18.6% increase in the 
num ber o f vested term inated  participants from 2,314 to 2,745. T heir average age 
reduced slightly from 42.97 to 42.96.
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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 
dem ographic changes also had the e fr°.ct of increasing the consolidated ra te  by 0.61%, 
resulting in an increase in the average total em ployer contribution rate of 0.68%  of 
payroll.

R e t i r e m e n t  In c e n t iv e  P r o g r a m

The second R etirem ent Incentive Program  has been available to University o f Alaska 
participants since July 1, 1989 and to o ther participants since O ctober 1, 1989. T he num ber 
of r.ew retirees increased from 370 at June 30, 1989 to 495 at June 30, 1990, A lthough the 
full effect of the R.I.P. may not be seen until next year’s valuation, the R.I.P. was responsible 
in part for the increase in the num ber 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 em ployee electing to re tire  under the 
program . This cost is being paid over a three-year period. If the assum ptions underlying 
the calculated cost of the R.I.P. are met, the total cost to the System will be equal to the 
em ployers’ payments.

S u m m a r y

T he following table sum m arizes the sources o f change in the average em ployer contribution
rate:

(1) Last year’s average em ployer contribution ra te  ................................................  14.20%

(2) D ecrease in past service ra te  due to retiree medical in s u r a n c e   (0.95%)

(3) D ecrease in consolidated ra te  due to retiree medical insurance . . . .  (0.47%)

(4) D ecrease due to investm ent perform ance ...................................................  (0.67%)

(5) D ecrease due to salary in c r e a s e s ...................................................................... (0.07%)

(6) Increase in past service ra te  due to dem ographic experience ....................... 0.07%

(7) Increase in consolidated ra te  due to dem ographic e x p e r ie n c e   0.61%

(8) Im pact o f all o ther f a c to r s ...........................................................................................  0.86%

(9) Average em ployer contribution rate this y e a r .....................................................  13.58%

In summary, the System enjoyed a good year with substantial actuarial gains arising from 
favorable investm ent perform ance and the reduction in m edical prem ium s. T hese  two 
factors v/ere largely responsible for the increase in the System ’s funded status to 97.2% of 
accrued liabilities.
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H i g h l i g h t s

This rep o rt has been p repared  by William M. M ercer, Incorporated  to:

(1) p resen t the results of a valuation of the Alaska T eachers’ R etirem en t System 
as o f June 30, 1990;

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

(3) determ ine the appropria te  contribution ra te  for the S tate  and each school 
district in the System;

(4) provide reporting and disclosure inform ation for financial statem ents, 
governm ental agencies, and other interested parties.

T he rep o rt 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 sum m arizes the plan provisions, provides 
inform ation relating to the plan participants, and describes the  funding m ethods and 
actuarial assum ptions used in determ ining liabilities and costs.

T h e  principle results are  as follows:

1989 1990
Funding Status as of June 30:

(a) V aluation Assets* $ 1,480,389 S 1,662,242

(b) A ccrued Liability* 1,557,643 1,895,030

(c) Funding R atio, (a) /  (b) 95.0% 87.7%

120.0%
110.0%

|  100.0%
90-°*

•| 80.0%
§ 70.0%

60.0%
50.0 %

* In thousands.

W illiam  M . M e rc e r , In c o rp o ra te d



Em ployer C ontribution R ates 
for Fiscal Y ear: 1992 1993

(a ) N orm al Cost R ate 13.26% 14.07%

(b) Past Service R ate 1.90% 5.58%

15.16% 19.65%(c) T otal Contribution R ate

(d) T hree-year A verage R ate 11.87% 15.69%

In p reparing  this valuation, we have employed generally accepted actuarial m ethods and 
assum ptions, in conjunction with em ployee data provided to us by the plan sponsor and 
financial inform ation provided by the audited report from Coopers & Ly'orand, to determ ine 
a sound value for the plan liabilities. We believe that this value, and che m ethod suggested 
for funding it, are  in full com pliance with the G overnm ental Accounting S tandards Board, 
the In ternal R evenue Code, and all applicable regulations.

Respectfully subm itted,

B rian R. M cG ee, FSA 
Principal

P eter L. Godfrey, FLA, ASA 
Consulting A ctuary

B RM /PLG /jls

A pril 11, 1991



A n a l y s i s  o f  t h e  V a l u a t i o n

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 em ployer contribution ra te  has 
increased from 15.16% of payroll to 19.65%, an increase of 4.49%. T he th ree-year average 
ra te  has also increased from 11.87% to 15.69%, a 3.82% increase. T he reasons for the
change in the funded status and contribution rate are explained below.

1. C hap ter 97, 1990 SLA

C hap ter 97, 1990 SLA passed the Alaska State Legislature last year and was signed into 
law by G overnor Cowper. T he bill changed many of the TR S benefit provisions, som e 
of which increase and som e decrease the contribution requirem ents to  the System and
the funded status of TRS. Some of the major changes include:

a. A utom atic P R P A ’s will be granted to all current and future retirees.

b. T h e  benefit form ula m ultiplier was increased for future service over 20 years.

c. Em ployee contribution rates w ere increased by 1.65%, and are now  being m ade 
on a tax-deferred basis.

d. M em bers with 12 years of com bined part-tim e and full-time service a re  vested.

e. N orm al re tirem en t age for new employees was raised to age 60.

f. C O LA  benefits for new employees will be delayed to age 65, unless d isabled.

g. P ost-re tirem en t m edical benefits for new employees will be reduced .

You will no te  that items a through d above are effective in FY91 for all em ployees 
while item s e, f and g, all cost saving items, are applicable only to em ployees first hired 
after June  30, 1990. T he ultim ate cost to the System should be close to  the cu rren t 
level. T he p a tte rn  of costs, however, will be higher in early years when few peo p le  are  
covered by the cost saving features. Contribution rates will then reduce ever tim e as 
new em ployees en ter the System.

C hap ter 97, 1990 SLA caused an increase in the total em ployer contribution  ra te  of 
6.76% and an increase in accrued liability of about $266,783,000.



2. 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 prem ium s.

Because, in recent years, the adverse retiree medical prem ium  experience was a m ajor 
reason for the rapidly increasing employer contribution ra te  and the deteriorating  
funding ratio, it is certainly welcome news to be able to com m ent on a stabilization in 
re tiree  m edical prem ium s.

T he following table sum m arizes the monthly premium per benefit recipient since re tiree  
m edical benefits have been provided under PERS.

Fiscal
Y ear

M onthly Premium 
Per R etiree 

For H ealth  Coverage

Annual
Percentage

Increase

A verage A nnual 
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 m edical prem ium  reduced  to 
$243.98 during the year from  $252.83, a decrease of 3.50%. T he prem ium  for the 1992 
fiscal year rem ained unchanged.

.As noted in last y ea r’s valuation report, the State has seen a dram atic shift to  post-65 
ra tes which have increased consider: bly faster than pre-65 rates. However, bo th  ra tes 
reduced  by 3.50% in FY91 and have rem ained unchanged for FY92, resulting in the 
first actuarial gain from  medical benefits for the System since the June 30, 1987 
valuation of the System.
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T he effect on the past service contribution rate o f this reduction in re tiree  medical 
prem ium s was a reduction o f 1.38% of payroll. The effect on the norm al cost ra te  was 
a reduction of 0.90%, resulting in a reduction in the total em ployer contribution rate 
due to m edical benefits of 2.28% of payroll.

2. Investm ent Perform ance

T he System once again experienced actuarial gains arising from the  investm ent 
perform ance o f the Trust assets. Although the return  as m easured by m arket values 
was lower this year than last year, the effect of the five-year sm oothing was to increase 
the  re tu rn  as m easured by valuation assets from last year. T he approxim ate ra te  of 
re tu rn  based on m arket 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 em ployer contribution ra te  by 1.04%.

3. Salary Increases

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

4. Em ployee D ata

Section 2.2 provides statistics on active and inactive participants. T he num ber of active 
partic ipants 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 num ber of re tirees and beneficiaries increased 2.8%, from  3,098 to 3,184, and their 
average age increased from 61.85 to 62.45. T here was a 60.6% increase in the  num ber 
of vested term inated  participants from 508 to 816. Their average age increased from 
45.11 to 46.75.

The overall effect o f these partic ipant data changes was an actuarial loss of $16,505,000, 
resulting in an increase in the past service contribution ra te  of 0.40% of payroll. These 
dem ographic changes also had the effect of increasing the norm al cost ra te  by .70%, 
resulting in an increase in the average total em ployer contribution ra te  o f 1.10% of 
payroll.



The second R etirem ent Incentive Program  has been available to participants since July 1,
1989. T he num ber of new retirees increased from 187 at June 30, 1989 to 199 at June 30,
1990. A lthough the full effect of the R.I.P. may not be seen until next year’s valuation, the 
R .I.P. was responsible in part for the increase in the num ber 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 re tire  under the 
program . This cost is being paid over a three-year period. If the assum ptions underlying 
the calculated cost of the R.I.P. are m et, the total cost to the System will be equal to the 
em ployers’ paym ents.

S u m m a r y

T he following table sum m arizes the sources of change in the total em ployer contribution

R e t i r e m e n t  I n c e n t i v e  P r o g r a m

rate:

(1) Last y ea r’s total em ployer contribution ra te  (before sm oothing) . . . 15.16%

(2) Increase in total em ployer contribution ra te  due to
C hapter 97, 1990 S L A ............................................................  6.76%

(3) D ecrease  in past service ra te  due to re tiree  medical insurance . . . .  (1.38%)

(4) D ecrease  in norm al cost ra te  due to retiree medical insurance . . . .  (0.90%)

(5) D ecrease due to investm ent p e rfo rm a n c e .....................  (1.04%)

(6) D ecrease due to salary in c r e a s e s ..................................... (0.49%)

(7) Increase in past service ra te  due to dem ographic experience ..........  0.40%

(8) Increase in norm al cost ra te  due to dem ographic experience ..........  0.70%

(9) Im pact o f all o ther f a c to r s ...................................................  0.44%

(10) Total em ployer contribution ra te  this year (before sm oothing) . . . .  19.65%

In summary, the System enjoyed a good year v'ith substantial actuarial gains arising from  
favorable investm ent perform ance and the reduction in medical prem ium s. T he effect of 
C hap ter 97, 1990 SLA, however, caused a substantial increase in current contribution ra tes 
and a decrease in the funded status to 87.7%.
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D e a r  S e n a t o r  D u n c a n :

T h i s  i s  t o  r e i t e r a t e  o u r  s u p p o r t  f o r  y o u r  b i l l  i m p l e m e n t i n g  a  
R e t i r e m e n t  I n c e n t i v e  P r o g r a m  f o r  e m p l o y e e s  o f  t h e  S t a t e ,  p o l i t i c a l  
s u b d i v i s i o n s  a n d  s c h o o l  d i s t r i c t s .  W e  b e l i e v e  t h a t  t h e  p r o g r a m  i s  
a  s e n s i b l e  a n d  h u m a n e  m e t h o d  o f  c u t t i n g  j o b s  a n d  s a v i n g  m o n e y .  
P a s t  p r o g r a m s  h a v e  p r o v e n  e f f e c t i v e  a n d ,  g i v e n  t h e  e c o n o m i c  a n d  
p o l i t i c a l  c l i m a t e ,  w e  h a v e  n o  r e a s o n  t o  b e l i e v e  t h i s  w o n ' t  b e  
e i t h e r .  I t  i s  a  w i n - w i n  s i t u a t i o n  f o r  t h e  p u b l i c  e m p l o y e r  a n d  t h e  
S t a t e .

T h a n k  y o u  f o r  i n t r o d u c i n g  a n d  s u p p o r t i n g  t h i s  l e g i s l a t i o n .  
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- ALASKA COUNCIL OF SCHOOL ADMINISTRATORS •
326 Fourth S I., Su ile  <108, Juneau, AK 998011101 (907)586-9702 FAX (907) 586-5879

' Position  S ta tem en t

Senate Bill No. 337

The AlaskA Council of School Adm in istra to rs is in support of Sente Bill 
No. 337, "Relating to retirement incentive programs for the public 
employees'.

Because of the continued concerns for budget reductions, the state's long 
term revenue outlook, and the success of previous incentive programs, we 
feel the im plem entation of a re tirem ent incentive program  would again 
provide the necessary stim ulus for those e lig ib le  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 d is tric ts .
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Advocates for Alaska’s Youth

S B  3 3 7  
E a r ly  r e t i r e m e n t  p r o g r a m

A A S B  P o s itio n
The Association of Alaska School Boards (AASB) supports SB 337, "An 
Act relating to Retirement Incentive Program (RIP)" with the local option 
for school districts to determine if participation in the program is desirable 
and beneficial.

D ive rs ity  and  the lo c a l op tion  to p a rtic ip a te
Individual school districts are unique entities that reflect the desires and 
needs of their local communities. As such, the programs and services 
that receive priority in one district may not reflect the 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 long term goals is 
critical when addressing the program needs of students and the fiscal 
uncertainties that all Alaska school 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.
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H i c k e L e n d o r s e s  e a r l y  r e t i r e m e n t  b i l l
The Associated Press -r' '■'"

• / JU N EA U  — The' H icke l 
adm in is tra tion  has endorsed  
leg is la tion  to re v iv e  the earn 
l y  re tirem ent in cen tive  pro ­
gram  fo r pub lic  em ployees,

. b u t on ly  w ith  changes that 
w ou ld  l im i t1 the number, of 

. e lig ib le  state w orkers.
The b i l l  w ou ld  a llo w  m ost 

sta te  and local governm ent 
' em ployees the chance to re- 
H tire  th ree yea rs early . The  
■ idea is-. to save, m oney b y  ;
. encouraging the replacem ent 

o f h igher-pa id ,' lo n g t im e  
'. w orkers w ith  ■ new, lower- • 

paid w orkers — or leav ing  
' the positions em pty . .. : - 

Tw o prev ious - re tirem en t :'

to state a u d i t s . ' \  .
The la test b ill, sponsored 

by. Sen. J im  Duncan, D-Ju- 
neau, was recently approved  
by  the Senate S tate A ffa ir s  
Com m ittee a fter changes rec­
om m ended b y ' Gov. W a lly  
H ick e l’s o ffice  w ere adopt­
ed. -

Com m issioner N ancy  B ear  
Usera of the A dm in is tra tio n  
D epartm ent to ld the com ­
m ittee the b i l l  could help-  
H ick e l reach  h is  goa l o f . 
s h r in k in g  the b u re a u c ra cy
through a ttr ition . j,! _
■ Usera  sa id  early  

m en t is “ an a p p ro p r ia te  
to o l” to sa ve  m oney

don ’t feel l ik e  w e should be 
rush ing  people through state  
serv ice ,” she to ld the com ­
m ittee.

U sera  asked law m akers  
to shorten th e 'p e r io d  f o r --

to sh rin k  the app lica tion  pe­
riod to betw een r.ext Ju ly  31 
and Oct.-31. She asked the 
r e t ir e m e n t  d e a d l in e  to  
change to Ju ly  1993.

Duncan said he w ou ld  go
partic ipa tion  in the program  along w ith  the change i f  it 
to m ak e  budge t p la n n in g  - w ou ld  im p ro ve  the b i l l ’s 
easier. She said the change chances o f passing.
/would sh rin k  the num ber of 
e lig ib le  sta te w orkers from  
4,366 to 3,919.
’ In  the m ost recent pro­
gram, about 30 percent of 
those e lig ib le  took ea r ly  re­
tirem ent, she said

. U sera also persuaded the 
com m ittee to in c lude  a pro­
v is ion  bann ing ea r ly  retirees 
from  tak in g  state  employ- 

. m ent w ith in  a yea r  o f le a v ­
ing governm ent service. The

Tr , „  , , p rov is ion  exem pts Universi-r . U nder D un can s  proposal, ■ f  Qf A la ska  ernployees re-
f T A T o  ! / - \ r v i n l n T r o o c  * x r n n  I H  n a w  . .contract.

was re­
p rog ram s sa ved  th e  s ta ted  though  she had  c o n c e r n s ^ ^ r  and-jJunfr- lby.}, ana ie rrea  xc m e oenaxe Health, 

' a n d  m un ic ip a litie s  betw een  T about the tu rnover i t ;  cre- .Vwould  have haid-to r e t i r e b y . Education  and Socia l Ser- 
$95 m illio n  and $100 m illio n  „ ates. ’ .• U t '& 'T  V F eb ru a ry  1994:*$.,* V  ; v ices Com m ittee fo r fu rther
over severa l years, according . “W e ,' as ■ a general .rule, • . U sera askedf ̂ law m akers consideration.
• A1-. iil~. .----------------------  j_ - U;. r ‘ ~ ■ T ‘ • W-' - ■■
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