


DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA
(007) 465-3867 or 465-2450

FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Jurteau, Alaska 99801-2105
MEMORANDUM January 14, 1993
SUBJECT: Sectional analysis of SB 1 (Retirement Incentive Program)
TO: Senator Jim Duncan

Attention: Roxanne Stewart

FROM: Teresa B Cramer'AMAN,
Legislative Counsel

You have requested a sectional analysis of ‘e above described hill.

As a preliminary metter, note that a sectional analysis or summary of a hill should
not be considered an authoritative interpretation of the bill and the bill itself is the
best statement of its contents. If you would like an interpretation of the bill as it may
apply to a particular set of drcunstances, please advise.

Because this hill sets up a time-limited program which is repealed July 1, 1995, it is
not placed into the codified statutes. If the hill is enacted, it will be published in the
Session Laws and also in the Temporary and Special Acts volume of the Alaska
Statutes.

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

Section 2 establishes the general requirements for a retirement incentive program
Subsection (@) permits employers to designate organizational units of employees
eligible to participate. Subsection (b) sets out criteria for the organization units.
Subsection (€) limits which enployees are eligible to participate to those who will be
qualified to retire after receipt of the retirement incentive.

Subsection (d) sets out requirements for the employer’s plan and requires the
employer to agree to reimburse the retirement system for the extra costs incurred by
the system as a result of participation by the employer’s employees.

Subsection (e) sets out the formula for computing how much each member of the
Teachers’ Retirement System (TRS) who participates in the plan ones in order to
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receive the threeyear credit. It is based on the annual contribution rate of 8.65%
for members of TRS set out in AS 14.25.080. Subsection (f) sets out the formula for
computing how much each member of the Public Employees’ Retirement System
(PERS) who participates in the plan ones in order to receive the three-year credit.
It is based on the annual contribution rates of 7.5% for peace officers who are
members of PERS and 6.75% for other members of PERS set out in AS 39.35.160.

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

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

Section 3 authorizes the state to adopt a retirement incentive plan for its employees,
to begin July 31, 1993, and ending October 31, 1993. Subsections (b) and (c) limit
which enployees may participate. Subsection (d) requires that participants be
appointed to retirement on or before July 1, 194,

Section 4 authorizes political subdivisions and public organizations which participate
in PERS to adopt a retirement incentive plan for their enployees, to begin
December 31, 1993, and ending June 30, 1994. Subsection (b) requires that
participants be appointed to retirement on or before February 1, 19%6.

Section 5 authorizes the University of Alaska to adopt a retirement incentive plan for
its employees, to begin June 30, 1993, and ending December 31, 1993, Subsection
(b) requires that participants be appointed to retirement on or before August 1, 1934.
Subsection (€) addresses participants in the Optional University Retirement Program

Section 6 authorizes enmployers in TRS other than the state or the University of
Alaska, which are covered in sections 3 and 5 above, to adopt a retirement incentive
plan for their employees, to begin June 30, 1993, and ending December 31, 1993
Subsection (b) requires that participants e appointed to retirement on or before
August 1, 194,

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

Section 8 permits the administrative director of the Alaska Court System who is a
member of the Judicial Retirement System (JRSi to participaf; in a retirement
incentive program  The section sets out provisions comparable to those that apply
to mermbers of the other retirement systens.

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

Section 10 establishes an indebtedness owed by participants in the retirement
incentive program who, after retirement, are raemployed in a position that is covered
by PERS, TRS, or JRS.

Subsection (b) prohibits participants from working for a state department or agency
for three years after the participant retired. There is an exception for work for the
University of Alaska and for employment with the legislature during the session if the
employment is on an hourly besis and if the employee is not entitled to retirement,
health, or leave benefits. Subsection (c) permits the Board of Regents, in the case
of the University of Alaska, and the commissioner of administration, in the case of
other enmployers, to permit enployers to enter into personal sernvices contracts with
participants during the three-year waiting period if the employer establishes that
there is a compelling reason for hiring the participant because of the participant’s
specialized or extensive experience. Note that while subsections (b) and (c) permit
state agendes to hire certain participants, neither sulbsection excuses the participant
from paying the penalty established under subsection (a).

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

program

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

changes to the program

Section 13 makes the definitions in TRS and PERS, as appropriate, applicable to the
bill.
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Section 14 repeals sections 2 - 8 of the Act, which establish and authorize the
retirement incentive prograns, on July 1, 195,

Section 15 is an immediate effective date dause.

If | may be of further assistance, please adMise.



FISCAL NOTE

STATE OF ALASKA BILL NO. SB1
1993 LEGISLATIVE SESSION

Revision D ale: _Dcpt. Affected:_ Administration
Title: An Actrelating lo retirement incentive programs for J3RU: Retirement and Benefits
Public Employees' and Teachers Retirement Systems and _Component: Retirementand Benefits
x:rtain persons under fRS

Sponsor: Duncan

Requestor: (S) State Affairs COMPONENT SERIAL NO. 64
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY94 FY95 FY96 FY97 FY 98 FY 99
PERSONAL SERVICES 701.7 6303 273.9 273.9 273.9 273.9
TRAVEL 6.0 6.0 20 20 20 20
CONTRACTUAL 253 24.9 10.9 10.9 10.9 10.9
SUPPLIES 43 4.0 15 15 15 15
EOQUIPMENT 1090 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRAMS.CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 846.8 665.2 288.3 288.3 288.3 288.3

REVENUE FUND SOURCE: 0 0 0 0 0 0

FUNDING:

1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004GF 0 0 0 0 0 0
1005 GF/Propram Receipts 0 0 0 0 0 0
1006GF/MHTIA 0 0 0 0 0 0
Otlxr 8463 6652 2883 2883 28S3 2383
TOTAL 846.8 665.2 288.3 288.3 288.3 2SS.3

POSITIONS
FULL-TIME 6 6 6 6 6 6
PART-TIME 0 0 0 0
TEMPORARY 12 1 0 0 0
Estimate of currentyear (FY93) impact: $ Wc anticipate the need for a Legislative Revised Propram to increase

our FY93 authorization, thus allowing the division to hire the FY94 staff prior to lulv 1. 1993. The FY93 hirine wi.uld
be needed so that we can properly train the RIP staff prior to the opening of the window periods. These costs would be
paid for bv participating employers.

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

Prepared By: Robert F. Stalnaker Phone: 465-4470
Division: Retirement and Benefits Date: January 14.1993
Approved by Commissioner Nancy Bear Usong il M I Date:

Agency: Department of Admmfj)ti‘ation

PREPARER TO PROVIDE ALL DISTRIBUTION COPIESTO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative fficc
Rev 11792 gam« hi nnB N wim. . 2a8K__L-0L 4
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Senate Bill 1
Analysis of Fiscal Implications to the Retirement Fund
Prepared by Division of Retirement and Benefits
Department of Administration
January 14,1993

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

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

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

program.
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Senate Bill 1
Analysis of Fiscal Implications to the Retirement Fund
Prepared by Division of Retirement and Benefits
Department of Administration

January 14,1993
The total estimated administrative cost to the division by fiscal year is as follows:
FY A FY 9% FY 96
PERSONAL SERVICES
FY A
2 Retirement Specialist 1/11 102.6
8 Retirement Technician I/n 336.0
1 Accountant | 453
3 Accounting Clerk 11l (12 months) 1134
2 Clerk Il (12 months) 58.2
1 Retirement Technician | (6 months) 210
1 Accounting Clerk Il (8 P.onths) 252
Total FY 94 Personal Services Cost.....
FY 95
2 Retirement Specialist I/11 1026
5 Retirement Technician /11 210.0
4 Retirement Technician I/11 (9 months) 126.0
1 Accountant | 453
2 Accounting Clerk Il (12 months) 75.6
1 Accounting Clerk Il (4 months) 126
9 Clerk Il (12 months) 582
Total FY 95 Personal Services Cost.............. $630.30
FY %6
2 Retirement Specialist I/11 102.6
3 Retirement Technician /11 126.0
1 Accountant | 453
Personal Services Cost (FY 96 and beyond)...........cccovuveiiiiiiiii e, 2739
TRAVEL
Traveling to various locations throughout
the state lo counsel prospective retirees and
give seminars 6.0 6.0 2.0
CONTRACTUAL
Computer senvices for additional PCs, CRT use 161 157 72
Telephone service for: 6 permanent phones 12 12 12
Telephone service for: 11 leased phones 55 55 0.0
Long distance call expense base on previous RIP 25 25 25
Total Contractual COStS.........ccvviiiiiiiiiiiieccececece e 253 24.9 10.9
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Senate Bill 1
Analysis of Fiscal Implications to the Ru :rement Fund
Prepared by Division of Retirement and Benefits
Department of Administration

January 14, 1993
FY A FY 95 FY 96
SUPPLIES
Office supplies 4.8 40 1.5
EQUIPMENT
6 Work stations 180
6 Chairs 24
10 Personal computers 550
Other office equipment (calculators, etc.) 50
6 Phones (1100/instrument) 6.6
5 Microfiche viewers 40
1 Computer Output Printer 180
Total Equipment Cost 1090 0.0 0.0
TOTAL Operations Cost S346.S $665.2 $233.3

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

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

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

The Other Funds are comprised of PERS at $453.2, TRS at $370.8 and SBS at $22.8 for FY 9.

Page 4 of 4



on >ELLIME—  BCaabgaerab]/sank

FISCAL NOTE

STATE OF ALASKA
193 LEGISLATIVE SESSION

Revision Date:

Title: “‘An Act relating to retirement incentive
programs for the public employees ... effective date.'
Sponsor:  Senator Duncan

Requestor Senate State Affairs

EXPENDITURES/REVENUES:

OPERATING FY 94 FY 95
PERSONAL SERVICES 709 78
TRAVEL 0 0
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 7

S o o o o o o
~N o o o o o o

CAPITAL 0 0

REVENUE
FUND SOURCE: 0 0

FUNDING:

1002 Federal Receipts

1003 GF Match 0

1004 GF 709 7.8
1005 GF/Program Receipts

1006 GF/MHTIA

OTHER

TOTAL 709 7

FULL-TIME 0 0
PART-TIME
TEMPORARY C 0

Estimate of current year (FY93) impact: None

ANALYSIS: (Attach a separate page if necessary,)
See Attached

Prepared by: Don Wanie, Director "AA” [Ui\ 5 |
Division:  Finance

Approved by Commissioner Nancy Bear Usera >
Agency:  Administration NINWN /7
f-

BILL NO. SB 1

Department Affect d:  Administration
BRU: Finance
Component: Finance

COMPONENT SERIAL NO. 59

s,
8

FY % FY 97 FY 98
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Phone: 465-2240
Date:

y r
Date: "3

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
t
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Rev 11/92
91FG93/01215KP/1

Fticat Note.
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FISCAL NOTE

STATE OF ALASKA BILL NO. SB 1
1993 LEGISLATIVE SESSION

ANALYSIS: (continued)

The Division of Finance is responsible for verification of employment history and processing of termination pay for all State employees. This includes
verifying tne 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 woridoad for these functions would be significantly increased and additional support will
be required by the Division of Finance to meet processing deadlines. Approximately 500 employees took advantage of the previous RIP. Itis anticipated
that a comparable number of employees would participate ifa RIP was implemented in the next year. Based on past experience, this would require four
additional positions, including one Accountant Iand three Accounting Technicians I, fora period of six months. Estimated cost for these positions would
be:

FY % FY 9%
Accountant I (1) Range 14A 179 36
Accounting Technician I (3) Range 12A 53.0 4.2

709 78

9/LEG93/01219h.KP/2 Page 2 of 2



Alaska 17tate Hegrilature o

Vice Chair -
Finance

Senator Jim Duncan Vice Chair-
State affairs

Rules
Budget4 audit
Ethics Reform

MEMORANI) UM

Date: January 12, 1S93
To: Senator Loren Leman, Chair
SenateSt&te Affairs Committee
XV K1
From: Senator Jr&Mirrieail,
Subject: SB 1, relating to retirement incentive programs for

the public employees' retirement system and the teachers'
retirement system and certain persons under the judicial
retirement system.

Please schedule SB 1, establishing the Retirement Incentive Program
for a hearing in the Senate State Affairs Committee as soon as possible.
The basic configuration of the Retirement Incentive Program #s proposed
in SB 1is substantially similar to previous offerings of the program.

The basic provisions of the program remain unchanged. It will
again offer a three year retirement credit to qualified individuals 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.

To qualify, an employee must be within 3 years of earl}ror normal
retirement. The increased benefit will vary depending on each individual's
length of service and their age. The personal services savings required by
the program will again be calculated over a five year period.

The employee is 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. Tire
State's actuaries calculate the full cost for each individual eligible for the



program. This; means that all cost incurred because the individual retires
three years earlier is fully paid m*- he respective retirement system.
Recent annual reports on both P. aid TRS repcrt that the systems have
been adequately compensated for i\Jr incurred costs.

The window periods in SB 1 arc as follows;

- : EFHBIIO%X Employee Must
Employee Type Application Period Can'Retire  Retire’on or Before
Teachers 6/30/93-12/31/93 7/1/93 8/1/%4
University 6/30/93-12/31/93 7/1/93 8/1/94
State 7/31/93-10/31/93 8/1/93 7/1/94
Municipal 12/31/93-6/30/94 1/1/%A 2/1/95

A November 1991 Legislative Audit reported a total savings of almost
$23 million was achieved by public employers through the use of the 1959-90
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 1,571. This compares to 2.327 participants in the 1986-87
Retirement Incentive Program and a savings estimated at $73 million.

| appreciate your support for the reenactment of the Retirement
Incentive Program, SB 1

Attachments
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COMMITTEES:
Vice Chair -
Finance

Vice Chair —
State affairs

fllagfea H>tate Hegtelature

Senator Jim Duncan

Rules
Budgeti Audit
Ethics Reform

January 12, 1993 Provided by Senator Jim Duncan

FACT SHEET ON SB 1, 1993-94 RETIREMENT INCENTIVE

| introduced SB 1, establishing the Incentive Program in 1986. For
1993-94 Retirement Incentive example, retirees in the Public
Program for public employees on Employees' Retiremer  System
January 4. 1993. remaining in Alaska rot from 60

Background: SB 1includes all
the same provisions as SB 337
which was vetoed by the Governor
in June. 1992 except tine section
for which the governor ostensibly-
vetoed the bill. The "objectionable
provision™ was added by the House
Finance Committee and would have
allowed the Commissioner of
Administration to implement the
program in times of economic
crises without requiring legislation.

Economic Benefits: In addition
to the required personal services
cost savings, the economic benefits

of the Retirement Incentiv
Program are very compelling; firsc,
personal services savings are
realized in operating budgets;
second, a high percentage of the
new retirees remain in their
communities and continue

contributing their resources to our
economy; and third, the employee
with less seniority who is not laid
off or is newly hired continues to
receive a paycheck and also
contribuLes to Alaska's economy.

Statistics provided by the
Department of Administration
show that increased percentages of
retirees are remaining in Alaska
since the first Retirement

Alaska State Senate State Capitol

Juneau, Alaska 99501-1182

percent in 1982 to 69 percent in
1986 and reached 71 percent in
1991. Teachers Retirement
System retirees remaining in
Alaska was at 49 percent in 1982,
rose to 54 percent in 1986. and
reached 66 percent in 1991.
Retention of these retirees and
their income is beneficial to
Alaska's economy.

The Incentive: The basic
configuration of the Retirement
Incentive Program remains
substantially similar to previous
offerings of the program.
Individuals will be provided with 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:

actuarial
early

3. to reduce the
adjustment required for
retirement; and

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

The Retirement Incentive Program
requires that the employer's

(907) 465-4766



1986-87 RJ.P. Savings - Sources February 1989 Legislative Audit, and
Retirement and Benefits Statistics

# Participants Savings
State 1,095 $ 14,448520
Schoaol Districts 603 31,182,600
Political Subdivisions 412 756,800
University of Alaska 217 22.305.400
Totals 2,327 S72,693,320

1989-90 RJ.P. Savings Source - 1991 Legislative Audit

# Participants Savings
State 739 $ 6,033,100
School Districts 748 10,016,000
Political Subdivisions 1P 2,617,900
University of Alaska 145 4.317.800

Totals 1,764 S22,984,500



Office of the Governor
Office of Management and Budget
February 1,1993

Position Paper
Retirement Incentive Program Legislation

(SB 1, SB 10, HB 36, HB 42, HB 57)

Several bills have been introduced in the L}'gislature which would establish another
retirement incentive program (RIP) for AL .d state and local government employees.
These bills are: SB 1, SB 10, HB 36, HB 42. _ id HB 57.

The Hickel Administration does not support any of these retirement incentive bills
under current circumstances. A similar retirement incentive bill, SB 337, was passed
during the 1992 legislative session, and was vetoed by Governor Hickel. The chief
reason cited in the Governor’s veto message was that the bill would have made the
retirement incentive orogram a permanent feature of the PERS and TRS systems.

This "permanent RIP" provision was the most serious flaw in SB 307and in itself was
sufficient to justify veto of the bill; however, members of the Administration had other
concerns about the legislation which have been evaluated in detail since that time.
These concents are serious enough to prevent the Administration from supporting the
current RIP bills, even though the "permanent RIP" provision is not included in any of
the current bills.

The most important of these concerns are:

1. A third retirement incentive program is unlikely to be cost-effective unless large
numbers of layoffs are necessary and most positions are eliminated;

2. R:gularly repeated retirement incentive programs —such as one every three or
four years — undermine the fundamental purpose of ti-ese programs by encour-
aging employees to delay, rather than accelerate, their etirements in order to
take advantage of the next likely incentive program; and,

3. The state should not be encouraging its most experienced, knowledgeable
employees to leave state service unless severe fiscal conditions allow no other
alternative. The primary purpose of the state's already generous retirement
system is to retain experienced employees. In the 1989 RIP, 23 percent of the
participants were under age 50, and several retired at age 40.

0 KWHHanBMmI
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Cost-Effectiveness of a Third RIP

The Administration's position is that another retirement incentive program is unlikely
to save the state money unless large numbers of layoffs are required, and most of the
positions are eliminated. The vast majority of retirement incentive programs which
have been offered by governments and corporations across the country were estab-
lished because large layoffs were imminent, and the incentive programs offered a
means to reduce the number of layc ffs necessary.

In contrast, the most recent RIP offered by the State of Alaska was not established
because large layoffs were anticipated. In fact, only three of tire 753 state positions
affected by the program were expected to be eliminated. Nevertheless, the program
was supposed to result in savings to the state by filling the vacated positions with
employees at lower salaries. In 1990, the Office of Management and Budget (OMB)
projected that the 1989 RIF would result in net savings to the state of over $6 million.

However, tl s projection did not account for the fact that many of the participants in the
RIP would have retired in the near future even if the program had not been available.
This issue has been acknowledged by OMB, the Division of Legislative Audit, and
others in the past, with a general consensus that the savings estimates were inflated
somewhat by omitting the effect of normal retirements. However, the magnitude of this
savings inflation was not recognized until OMB recently began quantifying the effect of
normal retirements on the projected RIP savings

The details of these calculations will be Included in a separate report to the legislature,
but the end result is that when historical retirement rates are incorporated into the
estimates of RIP savings, the total savings for the program during the 3-5 year
measurement period drop from over $6 million to less than zero.

The primary reason for this dramatic difference is that because only three of 753 posi-
tions were expected to be eliminated, the net savings from the RIP were small — aver-
aging about $8,000 per participant — compared to the cost of the RIP to the state to fund
the additional retirement benefits — which averaged about $23,000 per employee.
According to the state's actuarial data, about 48 percent of the RIP participants would
have been expected to retire normally without the RIP. When the relatively small
savings per employee arc adjusted to reflect these normal retirement statistics, the
overall savings originally projected for the program during the measurement period are
eliminated.

Advocates for another retirement incentive program may point out that some potential
savings under the RIP were not calculated in the original savings estimates. This is true,
but these factors are relatively minor in comparison and do not change the basic con-
clusion supported by OMB's most recent analysis: that successful retirement incentive
programs are successful because most, if not all, of the affected positions are eliminated,



and that a RIP which relies primarily on filling positions at lower salaries is likely to be
marginal at best and may well result in a net cost to the employer.

Repeating tire Retirement Incentive Program Over and Over

Retirement incentive programs v/ere offered by the state and many local governments
and school districts in 1986 and 1989, and would have been available again in 1992 if the
Governor had not vetoed SB337. The Administration's position is that retirement
incentive programs simply cannot be effective if they are repeated on a regular basis.
According to a national retirement consulting firm, very few, if any governments or
corporations have offered retirement incentive programs three times in only nine or ten
years.

The basic purpose of these programs is to encourage employees to retire earlier than
they otherwise would. Yet if employees believe that another RIP may be offered in two
or three years, they have a strong incentive to delay their retirements to take advantage
of the financial benefits of the next RIP. This effect is difficult to quantify, but it is clear
that at some pomt regularly repeated RIPs simply become an enhancement of an
already generous retirement system, with little or no savings to the employer.

Loss of Experienced Employees

The main purpose of the state's retirement system is to encourage experienced, knowl-
edgeable state emplc_. ees to remain in state service, thereby reducing the costs and loss
of productivity associated with rapid turnover in the state work force. Retirement
incentive programs are designed to increase turnover and reduce the number of long-
term employees. Some advocates of these programs believe that they mainly eliminate
the "dead wood" of less productive employees; others opposed to the programs feel
they result in a "brain drain" of good employees that leaves agencies less productive.

As noted above, 23 percent of the participants in the 1989 RIP were under age 50, and
several retired at age 40. The Administration's view is that the state is not well-served
by encouraging experienced, capable employees to leave state service early, and that a
program which has this effect should only be implemented if the need for large layoffs
leaves no other alternative.
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AUDIT DIVISION
PO. BOX W

THE LEGlSLATURE JUNEAU. ALASKA 99811-3300

BUDGET AND AUDIT COMMITTEE

February 8, 1989

Members of the Legislative Budget
and Audit Committee:

In accordance with the provisions of Title 24 of the Alaska
Statutes, the attached report is submitted for your review.

A REPORT ON THE
DEPARTMENT OF ADMINISTRATION
PUBLIC EMPLOYEES®™ RETIREMENT SYSTEM
RETIREMENT [INCENTIVE PROGRAM

May 16, 1986 - October 1, 1987

Audit Control Number
02-1327-89-S

As stated in the Report Objectives, Scope, and Methodology
Section, the Audit primarily involved determining the
estimated cost savings to the State of Alaska as a result of
state employees enrolled in the Public Employees®™ Retirement
System and participating iIn the Retirement Incentive Program
as enacted by Chapter 26, SLA 1986. This audit was con-
ducted 1iIn accordance with generally accepted governmental
performance auditing standards.

Legislative Auditor
Division of Legislative Audit
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REPORT OBJECTIVES, SCOPE, AND METHODOLOGY

In accordance with the provisions of Title 24 of the Alaska
Statutes, a review was conducted to determine the estimated
cost savings resulting from State of Alaska employees
participating iIn the Retirement Incentive Program (RIP).
The objectives, scope, and methodology of our review were as
follows:

Ob jectives

Chapter 26, SLA 1986 created a retirement incentive program
for members of the Public Employees®™ Retirement System and
Teachers®™ Retirement System. The stated purpose of this
legislation, effective May 16, 1986 was:

Since it is necessary for state agencies and may
be necessary for other employers who participate
in the state retirement systems to reduce their
personal services costs because of declining state
revenue, a program encouraging employees to retire
voluntarily may reduce the hardship of layoffs.
This program is intended to realize sufficient
economies to offset the cost of administration and
benefits to the state agencies and other employers
resulting from the award of retirement credits and
to result iIn a net reduction iIn personal services
costs to the state or other employer during a
period of declining revenue.

The objective of our review was to determine the amount of
cost savings as a result of state employees participating 1in
RIP. The scope of our review and methodology used to meet
this objective follows.

Scone and Methodology

All executive branch employees (excluding the University of
Alaska) enrolled in the Public Employees®™ Retirement System,
participating in RIP between May 16, 1986 to October 1,
1987, and having position control numbers (PCNs) were
reviewed.

In order to calculate the estimated cost savings in personal
service costs as a result of employees participating in RIP,
we obtained a listing of retirees from the Department of
Administration, Division of Retirement and Benefits. The
listing, dated November 9, 1987 provided us with the retir-
ing employee®"s name, social security number, and employer®s
RIP cost by department.

STATE ALASKA : 1 3IVISION or LtSHLATIVt AUDIT



Limitations

In addition to the methodology used to determine the cost
savings of the RIP program, the fTollowing are some
limitations we identified.

1. Our computation of savings only shows the savings iIn
the position that retired. It doesn"t take 1iInto
account the savings from other positions affected

within the State i1f the position was filled by another
state employee.

2. Soma positions were reclassified after the employee was
retired. Consequently, the cost savings/loss compari-
son may be skewed for these positions.

3. Our comparison excludes employees iIn which the PCN had
more than one employee participat. 1iIn RIP. In those
instances, only the TFfirst employee to participate in
RIP and the current occupant were presented on the
schedule.

A. The calculation of savings/loss was only determined for
annual salaries; employee benefits are not 1included.
In addition, the effect of employee merit Increases
during the year was excluded.

5. The net cost of RIP represents the employer®s cost

excluding administrative charges for those positions we
analyzed.

6. Some executive branch employees took mandatory and
voluntary pay cuts prior to retiring while the current
occupant®"s salary iIn that position reflects the
reinstated salary. We did not adjust our schedule for
these differences.



ORGANIZATION AND FUNCTION

Chapter 26, SLA 1986 became effective on May 16, 1986 and
created a retirement incentive program for members of the
Public Employees®™ Retirement System (PERS) and the Teachers®
Retirement System (TRS). The program provided for vested
members of each retirement system, who were eligible to
retire within three years, a credit of three years. The aim
of the program was to reduce personal service costs and to
minimize the number of involuntary layoffs.

The Office of the Governor, Office of Management and Budget
(OMB), Division of Budget Review issued detailed guidelines
on June 11, 1986 to state agencies to follow iIn implementing
the Retirement Incentive Program (RIP). Employees wishing
to participate iIn the program had to meet three requirement
levels 1n order to qualify for RIP.

1. Personal Eligibility Basic requirements of age,
length of service, and status with regard to PERS or
TRS had to be met.

Designated Organizational Units - The individual had to
be employed 1in a position fTalling within an agency
assigned job classification, and authorized in and paid
from a designated organizational unit. Savings then
had to be shown to occur within job classificatirns
within designated organizational units before unv
individual could retire under the program. Agencies
were given complete freedom to select job classifica-
giongland organization units of the greatest or least
etanl.

Certification of Savings - Agencies were required to
forward evidence of cost savings to OMB based on the
Job classifications and organizational units partici-
pating in RIP. Once OMB certified the savings, funds
could be encumbered to pay for the cost of RIP.

In calculating the savings, OMB required agencies to include
all those individuals meeting personal eligibility require-
ments and who wished to participate iIn the program. Within
a Jjob classification and designated organizational unit
either all those individuals must have been able to partici-
pate or none could. In other words, an organizational unit
could not be designated unless all those who met basic
requirements and wanted to participate were included iIn the
calculation of savings.

5TATC Of AUAJKA -5- 3l VISION Of LCOISLArivC AUDIT



AUDITOR’S CONCLUSIONS

Comparing Che salaries of employees participaCing in Che
Reciremenc IncenCive Program (RIP) wich Che salaries of
replacemenC employees and posicions remaining vacanc shows
Che Scace benefiCed iIn a reducCion of personal service
cosCs. Taking 1nCo consideraCion Che employer®s cosC Co
crediC Che recired employees wich Chree years of service
produces an escimaced nec savings of $14,449,000 over chree
years. (See Schedule of RIP CosC Savings/(Loss) on page 9
of chis reporC.)

ExcepC for Che Deparcmenc of Correccions and Che DeparCmenc
of Communicy and Regional Affairs, all execuCive branch
agencies we reviewed showed a nec savings Co Che Scate. For
che mosc pare Chis excepcion was due Co OMB allowing agen-
cies Co calculace cheir savings over a four-year cime period
whereas our calculaCions were based over a chree-year
period. "See Reporc Objeccives, Scope, and Mechodology
seccion r chis reporc.) In addicion, provisions were made
by OMB chac agencies could demonscrar.e savings by keeping
open a vacaced posicion even chough Che employee did noc
reCire Chrough che RIP program. We did noc 1identify Chese
posicions or follow chac mechodology for calculating
savings.

NeC cose savings by sCaCe agency were mainly generaced by
Che replacemenc of employees whose salary was based on
longevicy wich employees paid ac lower races, che reclassi-
ficaeion of posicions co lower pay ranges, and leaving
posicions vacanc. Posicions employees recired from and
currencly occupied by an employee resulced in low™r annual
salaries for all agencies, excepC for che Office of che

Governor. CurrenC salaries 1iIn che Governor®s Office were
greacer by $1,000 in Chose posicions where employees
recired. We believe chis variance 1i1s due Co che reciring

employee®s salary reflecCing a 10 percenc pay cuC while che
currenc occupanc"s salary 1i1s after the pay cues were
restored.

Review of some individual significant variances 1In pay
becween che recired employee®"s salary and che currenc
employee®s salary indicated che variances were mainly caused
by posicion reclassificacions. We did noc determine Che
justification for these posicion reclassificacions.



Description
Office of che Governor
Positions Matched wich FY dI* Payroll File
Posicions Noc Matched with FY 89 Pqgvroll File
Not Budgeted In FY 39 PACS Flic
Budgeted in PACS File but Currently Unfilled
Budgeced in PACS File with Zero Mentha Budgeted
Total Positions Noc Kacchcd with FY 89 Pbttoll Pile
Total Office of the Governor
Departaent of Administration
Positions Matched with FY 39 Parrcll File
Positions Noc Matched with FY 99 Pavn-oll File
Noc Budseted In FY 39 PACS File
3uugeced In PACS File but Currently Unfilled
Budgeced In PACS File with Zero Monchs Budgeced

"ocal Positions Noc Matched vi th FY 2?9 Payroll File

Total Department of Adninlscratlen

Positions Matcned vIth FY 39 Pav-roll File
Positions Noc Matched with FY 99 P.into 11 File:
Not Budgeced in FY 89 PACS Pile
Budgeced in PACS File but Currently Unfilled
Budgeted in PACS Ftle vich Zero Months Budgated
local Posicions Hoc Matched with FY 39 Payroll File
“otal Deoarcnent of Law
Peoartnenc of Revenue
Positions Matched with FY 39 Parroll Flla
Posltloos Noc Matched vIth FY 39 Parroll Flla!
Noc Budgeced in FT 39 P»CS Flla
Budgeced 1in PACS File but Currently Unfilled
Budgeced In PACS File vIth Taro Months Budgeced
Total Positions Not Matched with FT 39 Payroll Pile
Total I1Vpartnenc of Reverua
>partr:enc o< Education
Positions Matched with FT 39 Payroll Flla
Positions Noc Matched vIlth FY 39 Parroll Flla*
Not Budgeced In FT 89 PAC3 Fite
Budgeced In PACS Ftle hue Currently Unfilled
Budgeced In PACS File vith Zero Hcncha Budgeted
Total Positions Noc Matched nth FT 39 Payroll Pile
local (Vparcment of Education
>pacry«nc 0t Health and Social Servtcaa
Poa Iclona Matched with FY Payroll File
Positions Noc Matched with FY 39 Payroll File:
Noc Budgeced In FY 89 PACS File
Budeeced In PACS File but Currently Unfilled
Budgeced In PACS File with Zero Months Budgeted

local Positions Noc Hatched with FY 39 Pavroll Ftle

Treat Qgparc~»ne of Health ar.d Social Servtcea

iTATC Of* ALALKA

STATE OF ALASKA
DEPARTMENT OF ADMINISTRATION
PUBLIC EMPLOYEES®™ RETIREMENT SYSTEM
RETIREMENT INCENTIVE PROCRAM (RIP)
SCHEDULE OF RIP COST SAVI?tCS/(LOSS)

Kay Lo,

1$Q6 co October 1, Lvd7

Current

Salary Occupant”'s

Nisiber of Salary of

of P Position

Positions Retiree Vacated

S 111368 S 122612
83,368 -0-
-0- -0-
-0- -0-
83,568 -0-
106.936 122,612
2.757,338 2626.751
757,569 -0-
63,028 -0-
-0- -0-
3205597 -0-
3577935 2,626,751
359,366 367,508
109,226 -0-
-0- -0-
-0- -n-
109,226 -0-
668,588 367,508
506,180 638,506
86,168 -0-
167,668 -8-
-0- -0-
231,816 -0-
735,996 638,506
716,606 592.360
382971 -0-
-0- -0-
-0- -0-
382971 -0-
1,099,575 592,860
5153660  6,693.323
377,93* -0-
316,086 -0*
-0- -0-
697,060 -0
5865700  6,693.323

Difference
Savings
(Loss)

S (1.066)

83568
-0-
-0-
83568
«526

330587

757,969
63,028

820597
1,151.186

11,856

109,226
-0-
-0-
109,226
121,080

65,676

36,168
167,688

231,816
297,692

123,766

382971

5
382971
506,715

660,337

377,956
316,0%6

492,060
1152377

Three-Year
Savings i\&

(Lost) RIP
Over Three-
Year Period

S $ 5
267.572 106,766 160.826
3-53552 2196937 1258515
363,260 | 277016 86.226
392,676 631,635 660.861
1520,1*5 558,18* 961,9*1
6,057,131 1198795 958,336



Oescrtpclon
Department*or Environmental Conservcclon
Posicions Matched with FT 8< Pavroll Flic
Posicions Noc Matched with FY 89 Pavroll Flic:
Noc Budgeted In FY 89 PACS File
Budaeced In PACS File but Currentlv Unfilled
Eudgeced Ln PACS File with Zero Monchs Budgeced
Total Positions Not Matched wich Ft 89 Pavroll
Tocal Department of Environmental Conservation
Deparcnenc of Corrections
PosilLion5 Matched wich FY 89 Pavroll File
Posicions Noc Matched vi-n FY 89 Parroll File
Not Budgeted Ln FY 39 ?ACS File
Budgeted m ?ACS File but Currently Unfilled
Buageced Ln PACS File with Zero Monchs Budgeted
Tocal Positions Njc Matched with FT 39 Pavroll File
Total Deparcmenc of Corrections
Department of Cornu lev nrd Regional Affairs
Poslclnns Matched with FY 39 Parroll File
positions Noc Matched with Ff 39 PavToll .-lie:
Noc Budgeced In FY 39 PACS File
Budgeced tn PACS File but Currently Unfilled
Budgeced In PACS File with Zero Months Budgeted
Tocal Posicion Noc Matched wich Ff 29 Pavrotl File
Tocal Department of Cocvrunicv and Regional Affairs
Deoartnenc of Transportation and Public Facilities
Poslelcns Macched with PY 39 Pavroll File
Posicions Noc Matched with FY 3< Pavroll File:
Noc Budgeted In FY 89 PACS File
Budgeced in PACS File but Currently Unfilled
Budgeced In PACS File with Zero honcbs Budgeted
Total Positions Net Macched wich FT 39 Parroll Flla
Total Depsrts*enc of Transportation and Public

racilUties

Tocal REP Progrin

STATE OF ALASKA

DEPARTMENT OF ADMINISTRATION
PUBLIC EMPLOYEES * REIIKEMEt.T SYSTEM

PET IREPENT

INCENTIVE PROCRAM (RIP)

SCHEDULE LT RJP CC3T SAVINGS/FfLOSS)

May lo,
Salary
Nunber of
of RIP
Positions Retiree

10

12

36

37

o or

214

31

66

280

977

See cne R*porv Objective., Scop*, end Methodology taction of thl»

schedule.

Srart or ai_as*a

S 4)5,636

38,712
43,247

81,960

517,596

1,482.921

45,744
-0-
-0-

45.74A

1,529,665

287,112

37,356

324. <*68

9.061,536

1.484,571
1,516,269
-0-

3,000.840

12,062,376

reporc for the aechodology u««d

1L

1066 co Occober TTI5iT7

Currenc
Occupant®s
Salary of

Position

Vacated

S 381,984

381,884

1,292.029

1,292,028

269,256

-0-
-0-
-0-

-0-

269,256

8.230,545

-0-

-0-

9.230.545

526,347.437

Difference -
Savings
(Loss)

S 53,752

38,712
43,248
-0

81,960

135,712
190.893

45,744
-0-
-0-

45,744

236,637
17,356

37,356
-0-
37.356

55,212
330,991

1,484,571
1,516,269
-0-

3,000,340

3.331,831

to prepara

Threo-Yee-
Savings Nec
(loss) Nec RIP
Over lhree- Coat of Savings
Year Period RIP
S S 5
407,136 241.C87 166,049
709,911 988,194 (27B.r33>
165,636 176.106 (8,-:0>
11,495,493 8.924,609 :.5:0,3»i.

541.332.795 527.334.275

this ichedulLa and cha Ilaltatlona of ibU

oivision OF uccislativc auoit



Employe

Governor'"s Office
Administration

Law

Revenue

Education - PERS
Education - TRS
Health & Social Svc
Labor

Commerce

Military Affairs
Natural Resources
Fish & Game

Public Safety
Environmental Consv
Corrections

Comm. & Regional Af
Transportation
Ombudsman
Legislative Affars
Legislative Finance
Legislative Audit
Court Systenm

University
University

Total

Grand

Grand

Overall Total

RETIREMENT INCENTIVE PROGRAM
STATUS REPORT

February 27,

1989

2287
36



DIVISION OF RETIREMENT AND BENEFITS
RETIREMENT INCENTIVE PROGRAM (RI?)
SUMMARY RESULTS OF POLITICAL SUBDIVISION SURVEY
March 14, 1989

EMPLOYER NUMBER | POS. COST OF COST TO RE— RI? COST SAVINGS c:
RETIRED JREFILLED POSITIONS FILL POS. (COST)
. 1 FOR 5 YRS (over 5 vrs FOR 5 YRS

1 ($10001s) ($1000°"s) ($1000 %) ($1000 1s)
1

S.E. Resource 1

center 3 1 0 800 .0 0.0 83.0 717 .C

Unalaska City 1

School District 1 | 1 322.5 165 .8 34 .1 122.c

Copper River 1

School District 1 2, 854 .7 1, 904 .9 279 .3 670.5

Galena City 1

School District 1 1 254 .6 198.0 c0.0 0.cC

Petersbhurg 1

Public Schools 2 4 2 437 .5 338.5 55 .1 43.8

Yukon Koyukuk 1

School District 5 1 4 2,006 .5 1,414 .4 177 .0 414.6

Alaska Gateway 1

School District 4 1 4 1,055.5 745 .0 1SO .8 129 .7

3ristol Bay 1

School District 1 | 1 273.8 185.7 50 .3 36.8

Kodiak Island 1

School District 17 1 16 4,487 .7 3,380.0 579.9 527 .8

Deita/Greeiv 1

School District 2 1 2 700.9 644 .0 95.4 (- 39.6)

Yukon Flats 1 Not Not Not

School District 3 1 4 Provided Provided 125 .5 Provided

L. Kuskokwim 1

School District 31 | 26 «/,535.6 4,637.6 67 7.2 2,220.8

North Slope 1

School District 28 1 23 7,643.0 5,600 .5 727 .0 i,315 .5

Dillrngnam 1

City Schools 6 1 2 1,231.7 180 .0 277 .8 773.9

Craig City 1

School District 1 ] 1 277 .2 210 .1 21.8 45.2



RETIREMENT INCENTIVE PROGRAM (RIP)
SUMMARY RESULTS OF POLITICAL SUBDIVISION SURVEY

PAGE 2 t
EMPLOYER NUMBER | POS. | COST OF COST TO RE— RIP COST SAVINGS or
RETIRED |REFILLSD] POSITIONS FILL POS. (COST)
1 |[FOR 5 YRS (over 5 yrs FOR 5 YRS
1 |($1000 %) ($1000"s) ($1000 ) ($1000es)
1 1
Wrangell 1 1
Public School 2 9 2 455.5 330.6 43.7 ai.:
Valdez 1 1
City Schools 10 1 3 | 2,519.1 604 .4 284 .4 1,630.3
Adak Region 1 1
School District 3 1 3 | 817.1 611.6 111.4 94 .1
Fairbanks 1 1
School District 71 1 "1 | 17,993.0 13 j592 .1 1,825.8 2,579 .1
Haines 1 1
School District 5 | 1 | 1,529.6 384.3 131.3 1,013 .5
Cordova 1 1
Public Schools 1 ] 1 | 185.3 112 4 19.3 53.6
Juneau 1 1
School District 42 | 40 | 3,750.0 1,449 .0 1,010*. 6 1,290 .4
Lake and Penin. 1 1
School District. 2 1 2 | 675.0 600.0 53.5 21.4
Kenai Pen. 1 1
School District 67 1 67 | J.6,285. 6 11,767.7 1,586 .3 2,931.6
Southwest 1 1
Regional School 4 1 A 566.5 527 .7 91.0 47 .8
Anchorage 1 1
School District 373 | 363 | 81,249.1 59,225.1 8,530.7 13,473.2
Nenana City 1 1
School District 7 1 7 | 1,611.1 1,209 .2 173.7 228 .2
Nortnwest Arct 1 1
Bor Sch Dist 31 1 30 | 5,552.5 4,046 .3 763.2 753 .

TOTAL SAVINGS 31,132.5



EMPLOYER

Kenai Peninsula
3orough

City/Borcugn
Juneau

Univers
PERS

RETIREMENT INCENTIVE PROGRAM (RI17?)
SUMMARY RESULTS OF POLITICAL SUBDIVISION SURV

PAGE 3

NUMBER POS. | COST OF
RETIRED REFILLED|POSITIONS
|[FOR 5 YRS

| ($1000"s)

t

COST TO RE-1I
FILL ?0S.
(over 5 yrs]
($1000"s)

RI? COST
I

| ($1000 "s)
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Hickel stil.opposes
early retirement plans

The Associated Press

JUNEAU - Public em-
ployees hoping to retire ear-
ly in the coming year may
not get their wish. The Hick-
el administration plans to
oppose any early-retirement
legislation.

So far three bills have
been filed to create a retire-
ment-incentive program for
state employees, teachers
and many municipal work-
ers.

But Gov. Wally Hickel op-
poses them, spokesman John
Manly said.

The aide who helped per-
suade Hickel to veto a simi-
lar bill last year has not
changed his mind. Budget
director Shelby Stastny said
the proposals do not make
any fiscal sense.

Jim Duncan, D-Juneau

couiuging knowledgeable
and experienced workers [0
leave.

Both sides have cited au-
dits examining past pro-
grams, based on bills Dun-
can sponsored that passed in
1986 and 1989. Duncan said
the audits show government
agencies saved about S96
million. Stastny said re-
search shows bureaucrats
found other ways to spend
that money, so little was
really saved.

Duncan’s Senate Bill 1 al-
lows government workers to
retire three years earlier,
than under normal rules.'
W orkers and employersf
would make extra payments
into their pension program
to make up for the lost_
paycheck deductions and”

employer contributions. -

Workers would have tos
retire between next July 1Is
and Feb. 1, 1995. f

Duncan’s new bill deletesl
a provision that would give '
the state administration the-1
power to initiate a new ear-c¢

and Senate minority leader,
has filed an updated version
of the bill that Hickel ve-
toed. He said he hopes to
overcome the opposition.
"We’re still pushing real
hard for it," he said. "It’s a

management tool that
should be available.”

Duncan and other sup-
porters say early retirement
programs save government
agencies money by replacing
higher-paid, veteran work-
ers with lower-paid rookies.
They also say the programs
prevent layoffs by shrinking
the work force.

Opponents say the pro-
grams save little money be-
cause most early retirees
plan to leave soon anyway.
They also say the programs
create a brain drain by en-

Nam kntiala

ly retirement program when-
ever it is deemed justified.
Hickel cited that provision
as his reason for vetoing last
year’s bill.
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ANCHORAGE
DOL DISTRICT

800 DeBarr Avenue
P.O. Box 196614
Anchorage, Alaska 99619-3614
AREA CODE [907] 333-9561

June 17,1992

3CHCO1. 30800 The Honorable Walter J. Hickel
Ot Governor of Alaska
S P.O. Box 110001
Vies Proidont Juneau, Alaska 99811-0001
Wallar Piiimny
CtK Dear Governor Hickel:
Caooi Cmmiaruon
freafar The Anchorage School District requests your support for House CS For
Oorolly Co* CS For Senate Bill No. 337 (Finance) am H, an Act relating to
TJitHM N*AC CGem>zyed retirement incentive programs for the public employees' retirement
Sﬁiﬂt?”pf'j}&”fnrﬁa system, the_ teachers' retirement system and certain persons under the
judicial retirement system.
SUPERINfSNOgNT
Ticomu C. O"Raurk* It is projected that the annual savings to the District could approach S2

million. In two recent early retirement programs, FY 86-37 and FY 89-
90, 449 certificated (TRS) employees and 259 non-certificated (PERS)
employees participated in these programs. This resulted in substantial
annual savings to the District (see attachment).

The passage of the Bill will enable us to rescind many of the over 100
layoff notices given to teachers and staff this Spring, and allow a
number of individuals who have submitted their retirement notice in
anticipation of your signature to follow through on their plans.
Furthermore, there exists wimin our staff, our community and our
state, a number of qualified individuals to fill any potential vacancies,
thus providing many needed jobs for Alaskans.

Governor Hickel, your passage of this Bill is both requested and
necessary to enable us to meet the educational needs of our students
and our community, now and in the future.

Thomas C. C”Rourke
Superintendent

e Ldttau Gj Support.
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The Honorable Walter J. Hickel
June 17,1992
*Page 2

cc.  Shelby Stastny
Steve McPhetres
Anchorage School Board
Alaska State School Board
Anchorage Caucus
George Holcombe
Belinda Daniels
Gary Cannon
Nancy Lance
Jackie Steeves
Don Valesko
Jack Slama



ANCHORAGE SCHOOL DISTRICT

ESTIMATED SAVINGS OF PARTICIPATION INTHE
STATE OF ALASKA RETIREMENT INCENTIVE PROGRAMS

No. of Participants

Estimated Cast If Retired Employees
Had Remained Tor 5 Years

Deduct Estimated Cost to Replace
Employees Over5 Year Period

Deduct Estimated Amount Paid or
Owed to Pctircn>cnl System

Deduct Anclioragc Scliool District
Incentive Plan

Net Savings Over Five Years

Net Annual Savings

Teachers’ Retirement System

Rciireipcm Incentive Program

7/1/86 To 1Q/1/87
Program 111

245

$73,388,314

$52,403/162

.$6,351,583

$738,789

$13,894-180

$2,778/1,96

m Authorized by Chapter 26, SLA 1986 (llouse Hill 382)
|2]  Authorizerl by Chapter 89, SLA1989 (Senate Bill 73)

131  Authorized by Chapter 89, SLA1989 (Senate Bill 73) as amended by Chapter 18, SLA 1990 (Senate Bill 343)

7/1/89 To 8/1/90
Program121

204

$61,945,611

$49,494,999

$5,266,473

$606,184

$6,577,955

$1,315,591

6/16/92

Public Employees' Retirement System

Retirement Incentive Program

1/1/87 To 4/1/88

Program 111

128

$20,846,422

$17,815,917

$2,229,141

$139,418

$661,946

$132389

1/1/90 To 10/31/91
Program |3|

131

$23,454,515

$20,758,077

$1,760,935

$66,501

$868,999

$173,800

NC
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JUN 1 1992

AN ANEAGRAGE ALABA™ !

ASD MEMORANDUM #459 (91-92) June 1,1992

T0: SCHOOL BOARD
FROM:  OFFICE OF THE SUPERINTENDENT
SUBJECT:  EARLY RETIREMENT PROGRAM/RETIREMENT INCENTIVE

I% IS th Admngstratll sreqommendanon that the chool Board a rove
Fe nchorage Schoo |strhct5rép Wup lon mteea Fe entp gram
or employees covered by tne Teachers et|rement Systm

It is the further r corpmendanon of the Adminis atHQn that the Sch%ol
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P.0. BOX 30100 TOP OF THE WORLD
NORTH POUC. ALASKA PHONE* 907-488-3331
90700 AT YOUR SERVICE

TO: The Honorable Governor Walter J. Hickel
(via fax *465-3454)

FROM:  Lute Cunningham, Mayor, City of North Pole
DATS: June 18, 1992
SUBJECT: SB 337 - Early Retirement Program
The City of North Pole has been unable to participate
in previous R.I1.P, proposal®s because of a lack of employees
which fit the criteria. At this time, however, the City has

several employees which would become eligible. " Substantial cost
savings would be realized through SB 337 implementation by the

City.

I would urge your consideration and support of SB 337.

cci  Senator Duncan, via fax *465-4748
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18 "92 10:52 0000 City of Hoonah TEL S07-945-5445

CITY of HOONAH

P.0. Box 360
Hoonah. Alaska 99829
(907) 945-3663
1-AX (907) 945-3445

June 18,

The Honorable Waltor J. Hickel
Governor 0| Alastea

P.0. Box 11000.1
Juneau, Alaska 9981)-000!

Dear Governor Hickel:

We are very concerned about Llin passage »I' SB33'/, Retirement .Incentive Program
(RIP). W urge you io allow ihii. bill to become law when it reaches your desk,
Many communities am lacing ocorionric problems without this bill.

The previous limns RIP has been in place., the city has been saved from major
economic disaster. Signing iho WP bill Ibis time will allow what small staff
we have to continue without major cutbacks for the first time in three or four

years.

We urge you lo sign this bill and the bucket, bil Is quickly so that all of Alaska
can net on with-the business of making Alaska prosperous.

Sincerely,
&V4

Albert W Hick
Mayor of Hoonah

Representatjve Mackie
ReBresentatwe Grussendori
Senator 1".'liason

Senator Duncan
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ACTION

Wrangell School Board
June 8. 1992

Approved second reading of policies V-34 to V-38 and V-40 (school term, school year,
the school day (students], emergency closing, student absence due to special instruction
or extra-curricular activities, public complaints) and deleted-ptrtTcy V-39 (safety drills)

Gave the superintendent authority to advertise for and recruit two new primary teachers
with the option of signing contracts if the district receives single site funding as passed
by the legislature.

Approved first reading of policies VI-1 to VI-3 (district education planning, the budget
process, budget implementation, budget revisions).

Approved a three-year Vocational Education Plan of Service for the district.
Approved a vocational counseling grant application.

Approved the cigarette tax resolution.

Accepted the 1992-93 copier and typewriter maintenance bid for Don's Business
Supplies for the amount of $6,870.

Approved FY'92 budget revisions as presented by the administration.

Accepted the FY'93 extra-curricular activities and pay scale as presented by the
administration.

Recessed to executive session to discuss a district retirement incentive program and
negotiations with the Wrangell Teachers' Association.

------------ [ ] — eeeeeee- WO
Elected to participate in the state's retirement incentive program as passed by the 17th
legislature should the legislation be signed into law by the governor and to pay for each
participant the cost of such retirement beyond the teacher's contribution rate of 29.9
percent up to a maximum of $24,000; identified as eligible staff those faculty members
who would qualify by July 1, 1993, for regular retirement based upon at least 20 years
of TRS service or a minimum age of 50; and provided that anyone who retires prior to
August 15, 1992, will be eligible for an additional $6,000 of their retirement costs paid

by the district.

Voted not to ratify a tentative Negotiated Agreement with the Wrangell Teachers'
Association that resulted from informal negotiations.

The next regular School Eoard meeting will be August 10 at 7:00 p.m. in the high school
commons.
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1621 TONGASS AVENUE SUITE 301
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KETCHIKAN. ALASKA 99301

(007) 225-3656 OH 225-3653

Robert Weinstein
SUPERINTENDENT

Jure 17, 1992

The Honorable Waiter J. Hickel
Govermor of Alaska

P.O. Box A

Juneau, Alaska 99811

Dear Governor Hickel:

| understand thet you are considering Whether or not to sign into law SB 337, an adt relating
to retirement incentive prograns.

| would like to urge thet you continue to sugpart this legislation for several reesos.

This schodl district partiapated in the last retirement incentive program several years agp,
saming nmoney as Wes intended by the program  Given Alaska's projected fiscal outlook, we
need all reasonable todls to further efforts to contain aosts.

SB 337 provides ore inportant todl for uis. Cur prelimnary estimetes are thet we will be
able to save money in twoways. Hrst, we will be ade to replace senior, nore costly
employees who retire with junior, less costly suocessor employees.  Second, by encouraging
employees to retire voluntarily, we will ke ade to reduce the number of enployees without
lay-offs, contradicting statutory tenure provisions, and son

In clasing, | believe that the program will help this district contain costs for the future, and
urge thet you sign the bill into law.

Thank you for your consideration.
Sincerely,

Rabert Weinstein
Superintendent

RWeb
oc  Board members
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June®16, 1992

Honorable Walter J. Hickel, Governor
State of Alaska

P. 0. Box A

Juneau, Alaska 99811-0101

RE: Senate Bill No. 337

Dear Governor Hickel:

On behalf of the employees of the City of..Kodiak, 1 respectfully

request your <continued support of Senate Bill No. 337, which
relates to- retirement incentive programs for the Public Employee®s
Retirement Systenm. The City participated in previous incentive

programs and.realized a savings by offering the program to eligible
participants.

This cost savings program is more attractive than previous

programs. Most municipalities are experiencing a reduced level of
income, increased operating costs, and a greater demand for more
services. The shrinking dollars are not keeping pace with the
needs of the <constituents. Senate Bill No. 337" offers cost
reduction without reducing services or 1increasing revenues. An
informal survey indicates that approximately ten percent of the
City"s employee workforce would opt for early retirement. A

savings would be realized by the City.

Thank you for your favorable consideration of Senate 3ill No. 337.

Sincerely,

City Manager
GB/rd

cc: Senator Zharoff
Representative Davidson
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CITY OF PALMER

21 W. EVERGREENAE.
PALVER. ALASKA 9065 p liorie @] 763271

A HOME RLE CITY

June 17, 1992

The Honorable Walter Hickel
P.O. Box 110001
Juneau, AK 99811-0001

RE: House CS for CS for Senate Bill 337 (Finance) am H,
Retirement Incentive Program

Dear Governor Hickel:

In the next few days you will have to make a decision whether
or not to sign House CS for CS for Senate Bill 337 (Finance)
am H, "an Act relating to retirement incentive programs for
public employee"s retirement system, the teachers retirement
system and certain persons under the judicial retirement
system and providing for an effective date” 1into law.

With the declining State Shared Revenues for municipalities
and the ability to generate new income sources very bleak for
the next fiscal year at least, the City of Palmer 1is a strong
supporter of this bill.

Since the City of Palmer is on a calendar year fiscal year,
we are now beginning to formalize our 1993 Fiscal Year Budget
and the revenue picture is not promising.

For the past four years, the City has maintained a general
fund budget of $3.3 Million to $3.5 Million without reducing

the level of services to our residents. Our full time
employees have been reduced from a high of 56 to the present
level of 46 during this same period. Employee reduction has

come about through attrition and early retirement.

To balance the proposed 1993 Fiscal Year Budget, we cannot
cut any further without laying off employees. Presently, 73%
of the 1992 budget goes for employee wages and benefits with
the remaining 27% to operate the city departments.

The City of Palmer encourages you to sign Senate Bill 337
which will give us an additional tool to help balance the
1993 budget. Layoffs are inevitable, except | would rather
reduce the manpower through early retirement than the. pink

1 -

A GROWING PRONTO INTHC HEART OP THE MATANUSKA VALLEY



ty of Palmer ID =907-745-0930 JUN 17 "92 9:27 Mo .003 P

Governor Walter Hickel
June 17, 1992
Page 2

slip route. The pinl: slip route 1is demoralizing upon many
employees as well as the productivity level falls
dramatically with this cloud being over the employee s head.

The City has participated in the two previous early
retirement programs and has greatly benefited from the
program through job elimination, contracting for services,
lower entry level pay scale, part-time employees and
combining jobs.

Through preliminary discussion with possible eligible
employees, the City feels it can reduce the necessary
manpower through early retirement if Senate Bill 337 1is
enacted. The early retirement of the possible eligible
employees will not result in a "brain drain" as some fear
since the average tenure of our employees 1is over six years
which points to our stable government.

We encourage you to sign Senate Bill 337 into law and provide
the local municipalities another option to achieve a balanced

budget.
Should you have any questions, please feel free to contact
me .
Sincerely,
David L. Soulak
City Manager
DLS/jep
XC: Senator Jalmar Kerttula

Representative Ron Larson
Senator Curt Menard
Representative Pat Carney
Senator Jim Duncan

AML
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Dear Governor Hickel:
%unﬂfvrstand tpat the Re 5 tsle e }I %%? geerF]’(r:% ra me 'lth'”
S|gr1 afyourea?ﬁes cofivenience. ey

T SIS e B g
Thank you for your support.

Sincerely\

endent

PAA/cmS
cc: NSBSD Board of Education
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NINHCHIK PORT GRAHAM

KENAI PENINSULA BOROUGH SCHOOL DISTRICT

148 North Binkley Street « Soldotna, AK 99669 e Phone 907/262-5846 e Fax 907/262-9645

OFFICE OF THE DISTRICT SUPERINTENDENT

June 16, 1992

Governor Walter J. Hickel
State of Alaska

P.O. Box A

Juneau, AK 99811

Dear Governor Hickel:

I am writing to urge you to sign SB 337, Retirement Incentive Program,
into law. This bill will not benefit us this year (1992-93) since it is as
yet unsigned so late in our fiscal year. But we do expect that 75 to 100
teachers may take advantage of it in June of 1993, thus mitigating our 1993-94
payroll costs by about $1,000,000.

We are a school district of excellence which has no reserves, is
supported up to the cap by our assembly, levies a sales tax to raise funds and
generally dees all the functions which demonstrate self-reliance and

initiative.
We are pushed so hard financially, even with the $61,000 unit value, that

I need the savings from the RIP program just to fund incremental pay increases
that are not even considered by labor arbitrators to be bona fide raises.

It’s a sad situation to rely on an early retirement program to balance a
budget, but it's reality; and as an educational administrator | am a

pragmatist.

I urge you to support and sign S3 337 and thank you for your support of
the $61,000 unit value.

Sincerely,

Dré6 Robert J. Holmes
Superintendent

cc: "~Senator Jim Duncan
Commissioner Jerry Covey

ANCHOR POINT COOPER LANDING ENGIISH SAY HOMER HOPE KENAI h JOSE PASS NIKISKI NIKOLAEVSK

RAZDOLNA SELDOVIA SEWARD SOLOOTNA STERLING HISTUMENA TYONEK
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June 19, 1992

Office of the Governor
Walter J. Hickel, Governor
Third Floor, State Capitol
P. O. Box A

Juneau, Alaska 99811

Dear Governor Hickel,

As we discussed earlier, the Early Retirement Incentive Billgoes a
long way In helping us maintain a quality educational program while atthe
same time allowing an efficient operating budget. | understand two basic
concerns have surfaced:

A There is no real savings realized, and
B. Causes a "Brain Drain" - that Is the more experienced and
knowledgeable -will leave the organization.

| can not speak for all agencies, but a real savings Is realized by this
school district when we reduce our staff to a more efficient level and 'or
replace retirees with less experienced staff. As for the "Brian Drain"™ :heory
- yes, we will lose some fine faculty members, but they are ready to retire.
The upside is we have an opportunity to bring the young and all their
enthusiasm to the classroom.

It is my understanding that each agency has the choice of whether or
not to participate. It would seem that if an agency felt there would be no
advantage to such a program, they simply would choose not to participate.

| would encourage you to sign this hJll into action so that we may move
forward in our plans for next school year. Thank you for your support of this

issue.

Sincerely *

N BAANEN R UAJ ]

Qek :

er

R‘S‘&‘b’q FrHeYs S  Schools

Pouch Z  Ketchikan, Alaska 99901-5026 * (907) 225-2118 * Fax; (907) 225-2356
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JUNEAU

ALASKA'S CAPITAL CITY

RI/”E PARSONS, MAYO

JA R R
CITY AND BOROUGH OF JUNEAU

June 16, 1992

The Honorable Walter J. Hirkel

Governor
State of Alaska

P.O. Box 110001
Juneau, Alaska 99811-110001

Dear Governor Kickel:

The City and Boroughof Juneau (CBJ) Assembly recommends your
approval of the Retirement Incentive Progranm.

The previous programs have allowed CBJ to reduce personnel services
costs by the use of very humane considerations for -long term
employees. The Retirement |Incentive Program has proven to be a
valuable tool, enabling us to better respond to our continuing

decline in.revenues, and we urge your favorable consideration of
this legislation. . S

Sincerely,
J $_7**

~_eJaroie Parsons
Mayor

JMP:ah

153 So. Seward Si. * Juneau. AK 99801 « (907] 586-52S7'-- FAX: 586-5299



« ALASKA COUNCIL OF SCHOOL ADMINISTRATORS «
326 Fourth St., Suite 40F, Juneau, AK 996011101 (307) 586-9702 FAX (907) 586-5879

Walter J. Hickel, Governor
State of Alaska

P.O. Box A

Juneau, Alaska 99811

Dear Governor Hickel

On behalf of. the members of the Alaska Council of School Administrators
we want to express our support for Senate Bill 337, "The Retirement
Incentive Program" and urge you to sign this legislation into law.

School districts across the State of Alaska have used the retirement
incentive legislation in past years as a true cost saving measure to school
budgets. As we look more and more to cost containment efforts because
of reduced funding available to education, it is appropriate for SB 337 to
become law.

Again, we urge your endorsement to this legislation

Sincerely,

Stephen T. McPhetres
Executive Director
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June 15, 1992

The Honorable Governor Walter J. Hickel
Alaska State Legislature
Juneau, Alaska, S9811

Re: SB 337 Retirement Incentive Program

Dear Governor Hickel:

The Association of Alaska School Boards (AASB) supports SB 337, "An
Act Relating to the Retirement Incentive Program (RJP)Mwith the local
option for school districts io determine if participation in the program is
desirable arid beneficial.

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 to participate, 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.

Sincerely,

Carl F.N. Rose,
Executive Director
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-CITY OF HOMER

CITY HALL TELEPHONE (907)235-8121
491 EAST PIONEER AVENUE HOMER. AK 99643-7624 TELECOPIER(907)235-3140

"19 June 1992

FAXED 907/463-3454

Governor Walter Hickel

PO Box 110001

Juneau, AK 99811-0001

RE: EARLY RETIREMENT PROGRAM

Dear Governor Hickel:

We just received notice that rhere 1is a possibility that SB 337
is in jJjeopardy, we wish to make it known that the City of Homer
SUPPORTS S3 337, This is a program which has much promise with

the City of Homer. We request that you enact this bill. Thank
you for your consideration.

Sincerely,

CITY OF HOMER

Patti J~yWhalin
Interim city Manager

PIW/tW

TOTAL P.01
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FAX MESSAGE
June 23, 1992

Senator Jim Duncan
Capitol Building
Juneau, Alaska

465-4748 (fax)
Dear Senatoi uncan,

I am under the 1impression that Governor Hickel 1is in total support
of the 1992 Retirement Incentive Program Legislation. If that 1is
the case, | am requesting information from your office as to what
I might be able to do to convince the Governor that signing this
legislation 1is in the best interest of Alaskans.

As a member of the Alaska Public Employee Retirement Board, and as
an elected official of the City of Fairbanks, 1 have a unique
perspective as to the advantages of the RIP on our communities and
state. The fiscal 1impact on the retirement funds and the government
payrolls has been positive, and this years RIP 1is critical to the
efforts of downsizing government and public employee moral.

I am preprared to contact the Governor®s office immediately but
thought a message of concern and support, with the request for
advice would be an appropriate first step.

Thanks for all your help cn behalf of public employees and the

local governments within the state.

Sincerely,

Mike Andrews
PERS Vice-0h*1)
Fairbanks City Council

CC: Div. of Retirement/Benefits
P. Wellington, PERS Chair



ALASKA ASSOCIATION OF ELEMENTARY SCHOOL PRINCIPALS
ALASKA ASSOCIATION OF SECONDARY SCHOOL PRINCIPALS
ALASKA ASSOCIATION OF SCHOOL ADMINISTRATORS

*« ALASKA COUNCIL OF SCHOOL ADMINISTRATORS «
326 Fourth st suitod04  suneau. AK 998011101 (907)586-9702 FAX (907) 586-5879

Position Paper

Senate Bill #1
"An Act relating to retirement incentive programs”

The Alaska Council of School Administrators is in support of Senate BiIll
No. 1, "Relating to retirement incentive programs for the public
employees'.

We are concerned that any adjustment to the retirement system does not
weaken the financial structure of the fund. We value the long term
commitment the fund must carry for those retiring under the TRS system.
As this legislation is proposed, this concern is addressed.

Because of the amount of the local contribution required by the school
district, we believe this retirement incentive program must be offered as
a local option. As this legislation is proposed, this concern is addressed.

We also believe that any retirement incentive program be on an as need
basis rather that becoming a part of statute. By the absence of any such
language, our concerns in this area are addressed as well

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 implementation of a retirement incentive program would again
proved the necessary stimulus for those eligible to retire under this
program to do so, and in the long term, produce a significant saving to the
state and local school district.
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State Headquarters/Juneau Field Office

211 Fourth Street, Suite 306, Juneau, Alaska 99801
Telephone (907) 586-2334, (800) 478-9991, Fax 463-4980

February 1, 1993

Honorable Loren Leman, Chairman
Senate State Affairs Committee
Alaska State Legislature

Juneau, AK 99811

RE: Retirement Incentive Program, SB-1 & SB-10
Dear Senator Leman,

The Alaska Public Employees Association/Alaska Federation of Teachers represents public
enployees at every level of government and throughout the state geographically. We
represent state, municipal, borough, university and schoal district employees. Every one of
the public enployers we work with are facing the task of providing the sane level of services
at substantially less cost due to shrinking revenues. TTie Retirement Incentive Program
(RIP), is an important tool for these entities to assist them in reaching this goal.

The RIP encourages senior enployees, who are in the higher steps of salary and leave
schedules to retire. Their retirement allons new employees to enter the system at entry
level steps of those schedules, generating a significant sasvings. Without a RIP, these srime
public employers would be forced to lay people off, which reduces services to Alaskans and
removes spendable income from Alaska’s economy. -

Passage of the RIP bill will allow the same level of senices, at reduced oosts, while
maintaining employment. It also introduces new money in the Alaska economy by using the
PERS and TRS money that is invested outside Alaska to be spent by the new retirees in the
State.

The two previous REP’s saved public employers millions and millions of dollars. Other
states and private companies have adopted similar measures as a way of reducing costs.
California, as | recall, granted five years credit in their RIP.

Anchorage Field office Fairbanks Flold office
1689 C Street, Suite 204, Anchorage, Alaska 99501 825 College road, Fairhanks, Alaska 99701
Telephone (907) 274-1688, (800) 478-9992, Fax 277-4588 '«S=»~ Telephone (907) 456-5412, (800) 478-9993, Fax 456-7478
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At a time when all public entities in the State are faced with cutting senvices or raising taxes,
the RIP offers a humane, sensible, cost-effective tool to these entities to mitigate the effect

of shrinking resources. We encourage your committee to pess a RIP bill out with Do-Pass
Recommendations.

Very truly yours,

0 .

Bruce I. Ludwig
Business Manager
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