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) EPORT
ate Referred to Committee: March 6, 1996 FURTHER

REFERRALS:

Date of Committee Action: - 7 110

The FINANCE Committee considered:

MB 354

HOUSE BILL NO. 354 RIP FOR SCHOOL DISTRICT EMPLOYEES

“An Act relating to a retirement incentive program for certain employees of i chool districts under the teachers'

retirement system and the public employees' retirement system; and providing fo* an effective date.”

recommends it _be replaced m o sanie title
with the following committee substitute (J TACD 0T \ A [ ]a new title
[ ] additional referral to Committee
f | attached amendment(s)
ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s):  (Dx) APPROVES PREVIOUS: (DeptiDaie)
(,$ fiscal note(s) [)™ fiscal note(s) \Cy c¢Z”>\|Lp\g\ip
[ ] zero fiscal note(s) [ ] zero fiscal note(s)
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FISCAL .NOTE Ne.

iTATE OF ALASKA Sill Version: HB 3%

1996 LEGISLATIVE SESSION (H) Publish Date: 2/16/96
Revision D ate Department Affected:  Administration

Title An Act to retirement. incentive Ero rams for cerfain SRU. Retirement &8enents

errg avees of scnool districts under the teacners' retirement Component: Retirement 4 Benefits

Sponsor: Representative MacKie

Recul'stor: COMPONENT SERIAL NO. 64
EXPENDITURES/REVENUES: ggT housands of Dollars)

OPERATING EXPENDITURES FY 97 FY Ft'9 FYQO Fy QL Fy 2
PERSONAL SERVICES 2298 2298 528 228 528
travel 30 30 00 00 00 00
CONTRACTUAL 129 114 28 28 28 23
SUPPLIES 60 15 3 3 3 3
EQUIPMENT 044 00 00 00 00 00
LANO & STRUCTURES 00 00 00 00 00 00
GRANTS. CLAIMS 0C 00 00 00 00 00
MISCELLANEQUS 00 00 00 00 00 00
TOTAL OPERATING 3161 257 %9 %9 %9 59
CAPfTAL EXPENDITURES 00 | 00 00 | 00 | 00 00

| CHANGE IN REVENUES (| G 00 go 1 00 00 o
FUND SOURCE: ghousands of Dollars)
ICC2 Federal Receipts 00 Q 00 00 00 00
1003 GF Match 00 00 00 00 00 00
1C04GF , 00 00 00 00 00 00
1005 GF/Program Receipts 00 00 00 00 00 00
1037 GF/Mental Hearth 00 00 00 00 00 00
OTHER 3161 2467 559 559 569 %9
wtal 3161 2457 %9 %3 %3 %9
Estimate of anv current vear IFY %lcoat S?*0
POSITIONS:
FULL-TIME 1 1 1 1 1 1
PART-TIME 0 0 0 0 0 0
TEMPORARY 5 5 0 0 0 0

ANALYSIS: (Attach a separate page if necessary.)

The actuarial costs to participating employers due to this program are to be paid up front and no additional costs to the
systems are anticipated. An administrative charge for participating employers will cover the increased costs of
administering the retirement incentive program.

Prepared try . Phone:
sen: Retirement & Benefits Date:

Approved [b)y Commissioner _Nhrie 8"yer U

Agency:  Department of Administratiori Data:

y
PREPARER TO PROVIOE ALL DISTRIBUTICN QOPIES TO GOVERNOR™S LEGIS ATIVE OFFICE
For fiptardetriution nianataon, Quar’s lapbtnetiie

ai

RMTTEE QOPY e




FISCAL NOTE

STATE OF ALASKA BILL NO. HB 34
DB LEGISLATIVE SESSION

ANALYSIS; (cononued)

This hill creates a retirement incentive program for the Public Employees’ (PERS) and Teachers' (TRS) Retirement System
emploYee,s of school districts. Active schoal district employees could retire’on an accelérated basis wrth an increased henefit under
the following conditions: at a?e A7, ifvested: with 17 years of service as a teacher or with 27 years of credited service in the PERS,
Before qualifying for an accelerated benefit however, the member must pay a lump sum indebtedness payment or take an actuana!
reduction from their lifetime benefit for the indebtedness amount

We estimate Ihat one permanent full-time employee wil be needed to manage the operations of the program and increased service
demands into the future. Five long-term non-permanent employees will also be needed over the next two fiscal years. Personnel
will ‘handle increased counseling, address and heneficiary cnanges, account maintenance, and other services. Subsequent
increases in the number of retirees “wil necessitate increased permanent employees to handle the increased demand for

information and services.

We estimate thatwe will need toincrease cur normal number of ccunseSng trips by two trips over trie next two fiscal years to assure
that members understand the options and requirements of the progran,

The total estimated administrative cost to the division by fiscal year is as follows:
FY 1997 FY 1998 FY 1999

PERSONAL SERVICES
1Retirement 4 Benefits Specialist | S 528
3Retirement 4 Benefits Tech HL(NP) 1134
1Accounting Clerk IIl (NP) Al
1Admin Clerk | (NP 295
TOTAL FY 1997 COSTS.ovvmrmrmsrsssssssssnn
FY 1998
1Retirement 4 Benefits Specialist | | 528
3Retirement 4 Benefits Tech JL(NP) 1134
1Accounting Clerk TL(NP) Al
1Admin Clerk | (NP 295
TOTAL FY 1998 COSTS cvnrmsmsssrssnn
FY 1999
1Retirement 4 Benefits Specialist | S 523
TOTAL FY 2999 COSTS mmmmimmsmmsmmssmmsmmssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnss $528

Pag« _2_of 4



FISCAL NOTE

STATE OP ALASKA BILLNO. HB 34
19%6 LEGISLATIVE SESSION

FY 1997 FY 198 FY 199
TRAVEL
Traveling to various locatigns throughout the state
to counsel prospective retirees and give seminars, 30 30 00

CONTRACTUAL
Communication (Telephone, Postage)
Mainframe Computer Time

B~
o
=~
o
H
oo

Software Maintenance 15
Tra|n|n?/R|sk Management 4 4 4
Total Contractual 129 114 28
SUPPUES ,
Office Supplies, Calculators, software 6.0 15 3
EQUIPMENT
Computer Workstations 20.0 0.0 0.0
File Cabinets (1 4 00 00
Office Chairs 25 00 00
Microfiche Viewers (5 15 00 00
Office Workstations 50 00 00
Computer/Network Printers 12.0 0.0 0,0
Computer Network Upgrades 20.0 0.0 0.0
Telephone Unit (5 30 00 00
Total Equipment -SL2
TOTAL OPERATIONS COST $3161 $2457 $559

The reﬂren]entt hrgmans retirement specialists, and accou tlhg den s need conitant access to the PERS and TR%
computer f e do not have %FLY ex es termmas m|cro wewgr or c%(cu at?rs |eq0 rT[:])ment [eg estvm(J

satl OUT Ipmentn eds 0 he duration 0, f se the purcnase or personal compuiters to oe use
as terminais q%EC&USe f GYV\A e compatlble \M’[Rt %%[{]/ISIOHSR g?area netwo P P

B e e

our @ rinters, Alter comparfig costo easing printers for two yedrs, co I with our eisting nee
new prm rS would be more cost effective.

All administrative costs of the program will be paid in advance by participating employers as required by the bill
Funding Source Breakdown for FY 1997:

1029 PERS $1264
1034 TRS 1897



OFFICE CF THE GOVERNOR

BILL ANALYSIS

| ARV sm 9 LKUMe* FO8R
mhdministration Retirement & Benefits H8 354 Mackie
HRTMECBit

"An Act relatino to a retirement incentive orcgram for csrtam emoloyees of school distncts under the teachers' retirement
(EFRIMENTRCHTION

/ " :
oE CaUNERS IOMHRC DYE
Zp&TI"[h* fasyaL=. . \/io
SUMMARY

oTve* «io*aes affected by bgj. (ﬂ'ErmEl\]TGUHS (
| None School District Employees
| CKdJMBAVOHM. SUPPORT FOR BILL 0eOAMEATtOKAL OPPOSMCN TO BILL

NEA Unknown

40ME F&IJZUTEAWAO(D

H1CXL i**AC7:
aAOCOKOUNOA_eOi3LATTV* MTEMT

There are a variety of RIP bills in the legislature. Last year a retirement incentive proagam,fRJP) for school districts oniy was
included in HB 217. HB 217 also dealtwth teacher tenure, layoff and rehire rights. The bill was vetoed by trie Governar.

AWYISEPBURCERA EFBCT3

Titts il creates a retirement incentive program for trie Public Employees’ (PERS) and Teachers' (TRS) Retirement System
lemoloyees of school districts. Active school district employees could retire on an accelerated basis wrih an increased"benefits
lunder trie foIIowmgscondmons: as early as age 47, ifvested; wrth 17 years of service as a teacher or wrth 27 years of credited
jservice in trie PERS. Before qualifying for an accelerated benefit. however, the member must pay a lump sum indebtedness
Tnayment or take an actuarial reduction from their fifetime benefit for the indebtedness amount

Wo question whether this school district RIP should be supported as a stand alone or whether we should support combining all
public employees as has been our position in the past

ATOEX3POCED

PLEAIE ATTACH A 3EPA/UrE S*€ET *0* AOOmOHAL COUMCNT3 O* AXALT30

Page 4 of 4
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RETIREMENT INCENTIVE PROGRAM FACTS

1 RIP is totally optional for each school district and teacher; noi a
mandate.

2. Each school district must show that savings will be realized by their
RIP plan.  This must be verified by the Commissioner of Education.

3 The retirement fund is not adversely affected because teachers
participating must contribute up-front the money they would have paid
Into the fund had they continued working.

4. RIP offers a one time opportunity to participate. Itisnot open-ended,
but has a sunset clause which terminates the program.

5 HB 354 was heard in HESS committee and had 3 do passes and 2 no recs.
Heard in State Affairs Committee, it reported out with all do passes.

6. Itis strongly supported by AASB, NEA, and Ak.SchoolAdministrators.
7. The administration supports a RIP program.

8 HB 354 has overwhelming support fmm the school districts across the
state, hoth large and small.

9. $20,000 is an appropriate estimate of savings per teacher per year that
can be realized through RIP. A school district’s total savings potential in
one year can he calculated for their number of eligible participants.

Example:  Mat-Su 130 X 20,000 = $2.6 million
Kenai 175 X 20,000 = $3.5 million
Delta-Greely 21 X 20000 =  $420,000

METLAKATLA « NAI’KATI « PELICAN « rOINT BAKER « POLKINLET « rORT ALEXANDER * I'ORT ALICE « PORT PROTECTION « S
TENAKEE SPRINGS ¢ THORNE BAY « VIEWCOVE mWATERFALL « WHALE PASS « YAXUTAT
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fiousc of 'ReprescntiinDcs

SPONSOR STATEMENT

HB 354, Establishing a Teacher Retirement
Incentive Program

| introduced HB 354 in response to the desire of many Alaskan school
districts to achieve operational cost savings through a retirement
incentive program. The program allows school districts to offer
early retirement to teachers at the h|F|her end of the district's
salary scale. The savings would result from the hiring of
replacement teachers that are younger and lower on the pay range.

The proposed early retirement program is similar to programs
established for all public employees beginning in 1986 and ending in
1990. A November 1991 legislative audit estimated that the

90 retirement incentive 1|_orogram saved approximately $23 million on
the early retirement of 1764 employees taklnq advantage of the
program. In the 1986-87 program 2327 empoyees participated
achieving a savings of over $73 million. It should be noted that
retirement incentive programs are commonly used by business
corporations to attain a more efficient and economic operation.

The program established in HB 354 offers three years of service
credited to eligible public school employees facing retirement. The
offer is an inducement to employees near or at retirement eligibility
to terminate their services. The resulting vacancies allow
employers to achieve savings by filling positions with persons of
lower step and pay range, down classing positions, or keeping
positions vacant. A key provision requires agencies to show on a
case by case basis that a three year credited service award would
result in a net personnel services cost savings. It should be
stressed that participation in the program Is completely optional for
either the employer or any employee.

HOUSE DISTRICT05 « ANGOON « CAPE POLE « CATE YAKATAGA « COFFMAN COVE * CRAIG « POLOMI BAY « EDNA BAY « ELFIN COVE « EXCURSION INLET
FUNTER BAY ¢ GI'STAVUS « HAINES « HOBART BAY * HOLLIS « MOONAII « [IYDARURG * KALE « KASAAN ¢ KLAWOCK « KLUKWAN ¢ LABOUCHERE BAY « LONG ISLAND
METLAKATLA « NAUKATI « TELICAN ¢ IYANT RAKER ¢ FOLK INLET « TORT ALEXANDER « IVRT ALICE » TORT PROTECTION * SKAGWAY
TENAKEE SPRINGS » THORNE RAY « VIEWCOVE « WATERFALL « WHALE PASS « YAKUTAT



The three year credit must 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.

An employee awarded the benefit is required to contribute to the
retirement system the amount they would have paid had they |
continued working the additional three years. The employer’s cost is
the difference between the employee's contribution and the full
actuarial cost of the three year incentive. Thus, the TRS or PERS
retirement system is fully compensated for the effects of an
individual's early termination of service.

The employer's additional contribution to the retirement system as
well as sharing in other program administration costs are primary
factors in calculating whether a potential early retirement will
result in a net savings and hence qualify. The calculation is based on
a five year time period.

House Bill 354 has a sunset clause that terminates the incentive
program on July 1 1998

| believe this legislature has to make a serious effort to address the
state's continuing revenue shortfall and the need for long term
financial stability. If education is faced with reduced or frozen
budget funding levels, then we have to give the school districts the
tools to make the necessarY adjustments.  Otherwise, the education
of Alaska's youth will directly suffer. HB 354 is one of the tools
that can be used to mitigate budget shortfalls and preserve the
excellence in our public school system.
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CS HB 354 (STA), Establishing a Retirement Incentive Program
SECTIONAL ANALYSIS*

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

Section 2 establishes the general requirements for a retirement
mcentJve.pro?ram, Subsection (a) permits employers to designate
organizational units of employees eligible to participate.
Subsection (b) sets out criteria for the organization units.
Subsection (c) limits which employees are eligible to ﬁarnmpate to
thoset_who will be qualified to refire after receipt of the retirement
incentive.

Subsection (d) sets out requirements for the employer’s retirement
incentive 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 emplorees. The
commissioner of education must review the plan and certify that
savings will result. The administrator of the TRS and PERS system
has final approval that a school district's plan meets all
requirements.

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

HOUSE DISTRICT 05 « ANGOON « CAFE POLE « CAFE YAKATAGA « COFFMAN COVE « CRAIG « DOLOMI RAY « EDNA BAY « H AN COVE « EXCURSION INLET
FUNTER BAY ¢ GI'STAVUS « HAINES « HO ART BAY « HOLLIS « HOONAH « HYDAPIRG » KAKE « KASAAN ¢ KLAWOCK» KLUKWAN « LAROUCHERE BAY « LONG ISLAND
METLAKATLA mNAUKATI  FELICAN « POINT BAKER * FOLK INLET « FORT ALEXANDER « rORT ALICE ¢ FORT PROTECTION * SKAGWAY
TENAKEE SPRINGS « THORNE BAY « IEWCOVE « WATERFALL « WHALE PASS « YAKUTAT



contribution rate of 6.75% for 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 service that
employees retiring under the retirement incentive plan may use
when determining whether theY{ are eligible to retire. Note that the
subsection does not limit the kirn's of credited service that may be
considered when computing the employee's benefits.

Subsection (1) permits employees to assume part of the employer's
liability in order to become eligible to participate in a retirement
incentive plan.

Section 3 authorizes school districts to adopt a retirement
incentive plan for its employees to begin June 30, 1996 and ending
December 31, 1996. Subsection (b) requires that gE)art|0|pants be
appointed to retirement on or before August 1 1997

Section 4 permits the Department of Administration to take
certain actions if school districts who are participating in the
retirement incentive program become delinquent in the payments
they owe the system for the increased benefits paid to their
retirees under the program.

Section 5 establishes an indebtedness owed by Participants in the
retirement incentive program who, after retirement, are reemployed
in a position that is covered by PERS, TRS, or JRS.

Subsection () prohibits participants from working for a state
department or agency for three years after the participant retired.
There is a exception for work for the University of Alaska and for
employment with the legislature during the session if the |
employment is on an hourly basis and if the employee is not entitled
to retirement, health, or leave benefits. Subsection (c) permits the
commissioner of administration to allow emploger.s to enter into
personal services contracts with participants during the three—?/ear
waiting period if the employer establishes the 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 agencies and school districts to hire certain
participants, neither subsection excuses the participant from paying
the penalty established under subsection (a).

Section 6 states that employees do not have a vested or
contractual fight 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 7 makes the definitions in TRS and PERS, as appropriate,
applicable to the Hill.

Section 8 repeals sections 2-3 of the Act, which establish and
authorize the retirement incentive program, on July 1, 1998,

Section 9 is an immediate effective date.

*This analysis was copied in large "art from a 1993 analysis by
legislative “attorney T. Cramer on bill draft 8-LS0182\A



How man cortrlrod loachor3i |n our dlsurcl would bo eIrgPllo o paiticipate in

Thoy must havo a minimum ol

Dislfict Name

Alaska
NeunanQEregror)r/ Scltoals

Aleutians East Borough

chor nools
e o
Berr Strait Schools

Bristol Bay Borough
Chatham Schools
Chugach School
Co erorSc ooIs
Cordova C% hools
rarg hools
chooIs

D||| rbgnam Ogy Schools

Gafona Crty Schools
Haines Bor Schools
Hoonah Crg cwos

v oos

Iditarod Area Schoals
Juneay Borough

e ity Schoals
Kashunamiut Scwol3
Kenar Peninsula

tohikan

KIavvock City Schools
Kodliak Island Borough
Kuspuh Schools
Lake &Pon Borough
Lower Kuskokwim
Lower: Yukon Schools

-3 Borough
Nonana Gty Schools

g

[

ears 0 oxporronce

Number E I8I

O
o
o v

SRy KBBRoBBwe v

3

15 tp A0

B

Bout ol S?:Lon stall

1/
10
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A
AASA 1B Sivey
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easo answer reorar\ldO ess of whethor your district .vould parlicipalo.
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Questionable our cost would bo ~ $150000 1t all participated

10ollevo so.
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0% unlikely

probably ot

Board would docido, bt loaning tht way.

Wo desporatoloy neod a RIPI
X Not suro

Don't know
Doponaont on hoard approval



Qistiicl

Nomo Clly Sciwols
North SIoPe Borou h
Northwest Arctic
Pelican Cily Schools

Petersourg Cily School

Probilof Is%nd Schools
St Mary's Schools
§|Ika Bor%uig\{h SSccth(?Is
00IS
T A
Southwest RaPIon

Tanana Scjwols
UnaJaska Cil Sclvvols

ar%e%l?y %Ooos
Yullgon FIaIs Schools

Yukon/Koyukuk
Yupl Sc%gls

eska Contral Corrsp.

A
Total Number eligible
4r/%H

I2/%

Numbor eligiblo
Dt
31

POow BB- i aRAN -

A
®

19

Yos

XK S>>

w
T

A
AASA 110354 Jifoy

Mo Commonls
X

This is yet to bo determined .
Don't know yot.

Don't know yel.

Undocicled

Wo would liko to liavo iho option .

6 5 undocirfod/uncoitnin



"-krHute 7 - Estimated Savings or

(Costs) bu Errmlourr

Number Estimated
of Savings or

Emalover Retirees (Costs)

(Note 17
State of Alaska INate 27 739 56,033,700
University of Alaska Wore .17 us 4,377,300
Anchorage School District Wure 4) 306 2.654300
Kenai Peninsula somugh Schools Wore 57 71 7,988300
Fairbanks North Star Bomugh Schools Wots 6) 85 7394,700
Gly of Fairbanks Wore 7) 22 776,700
North Slop* Borough School District Wore 8) 42 577300
Matanuska-Susitna Borough Schools Wore 9) 42 487300
North Slop* Borough Wore 10) 72 469,600
Ketchikan Cateway Bomugh Schools 23 443300
Lower Kuskokwin Schools Wore 117 25 324300
Matanuska-Susitna Borough Wore 27 9 370300
Sitka School District 77 229300
Kenai Peninsula Borough (Note 13) 6 224,900
luncau Borough Schools 25 217300
[ltngham Gty Schools 3 213300
City and Borongh of Juneau 79 799,600
Hoonah City Schools 2 151300
Haines Borough School District 2 150300
Bering Strait Schools (Note 11) 7 749300
Wrangell Cily Schools 9 724300
C «of Hoonah (Note 14) 2 175300
Southwest Region Schools (Note 11) 9 112300
Dcita/Graely Schools Wore 11) 7 107300
City of Homer S 702300
Valdez Gty Schools 3 54,700
Gty of Kodiak Wore IS) 6 77300
Kospok Schools (Note 11) 7 64300
Chatham Schools 6 64.600
Southeast Island Schools 4 63300
Sitka Community Hospital 3 60,100
Gty of Wrangell 9 *5,900
Kodiak Island Borough 4 Wok

ALASKA STATE LEGISLATURE

2?2, W' S <*7

fikr ad  V+.

YxX -

(Notes to Schedule on stave IS of rrvort)

Emolnver

Yukor»/Kov'ukuk School*
Fairbanks North Star Bomugh (Note 16)

jifjoM  Cily of PaJmer

s Cordova City Schools

+SSgSSS  Kodiak Island Borough Schools

7

Alaska Slate Housing Authority
Lower Yukon School District
Unalaska aty School District Wore H7

wy Idltamd Area Schools Wofs 111

Cordova Community Hospital

i Alaska Caleway Schools

11§8|p [ Gty of Kenai

il

fpll

LI

|IPsP;

[1fs

M m

j National Education Association

Gty of Hainan
Bartlett Memorial Hcapital
Nenana Gty Schools (Note 11)
Skagway Gty School INote IX)
Bristol Bay Borough Schools (Note 17)
Noma Gty Schools
Southeast Regional Resource Center
Ketchikan Calcway Borough
Gty of Ketchikan iNots 18)
Gty of Kotzabua
Gty of Valdez
Gty of Seward
Craig Gty Schools
Bristol Bsy Borough
Yakuts* Gty School District
Kaka Gty Schools
Yupilt School District
Gty and Borough of Sitka
Suwaid Central Hospital
Total

DrVBION OF LEGISLATIVE AUDIT

rf/fta TtA <

e

S9?/

Number

Retirees

2

7366

Estimated
Savings or
(Costs)

J 53300
49,700
46,600
45,400
43.700
42.700
38,600
37300
34300
37,400
27,900
21,700
27300
77300
76300
15,400
75,400
74.600
73900
72300
77300
5,400

3300
2300
800
(723007
04300)
(76300)

(29300)

(30>00>

(31300)
(44300)

522.9%4300



Stale nf Alaska
University nf Alaska
Anchorage School District

Kenai I'eninsola Borough Schnola
Fairbanks North Star Bnmvgh Schools
North SIno* Bomugh School District
V1atann.sk>Susilna Bomngh Schools
Ketchikan Catewav Borough School!
-nwer Kuskokwim Schools

uneau Bnrongh Schools

tering Strait Schools

Vrangell City School!

nulhwesl Region Schools

luspok Schools

hatham Schools

outheast Island Schools

odlak Island Bomugh Schools
surer Yukon School DUtrlct
naiaska City School District

Total

Schedule 2 —=Savings/Costs by Department

) s o
Transportation and Public Facilities 197
Health and Social Services 7
Fish and Came 9]
Education 4
Public Safetv 54
Labor Sl
Correction! 62
Commerce and Economic Development n
legislature 6
Administration S|
Natural Resources 3l
Alaska Court Sv.stem 19
Office of the Covemor IS
Revenue 15
Environmental Conservation 16
Law 13
Milltarv and Veterans Affairs 9
Community and Regional Affairs 5
Total 739
[IBImmm
18 S 276,900 515383 721 55756300
72 1577,1(10 35.793 73 1740.700
204 1594500 14.189 102 (209A00)
58 1310300 31316 14 178300
58 734.400 11662 819700
24 308.600 11558 18 208.900
26 257700 11.065 200.100
19 427.000 21474 4 16,000
18 276500 15361 7 47.600
196700 7385 1 21,000
61400 15350 13 88.400
35,600 7120 4 88.900
6 91200 15367 3 20.400
2 30.700 15350 5 34.000
5 64.700 11940 1 noo>
3 49,600 16JJ3 1 13300
2 39,900 19,950 2 3300
3 66.400 21133 2 (27700)
2 30,700 15350 1 6300
556 510361.100 511355 LOTS 59306700
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1.616.200
561.600
501000
467.500
421300
303.700
334.000
331500
281000
214.900
206.000
190300
159.800
103300

87,700
79300
47,700
31.900
56.033,100
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57,984 739
23,845 145
(1055) 306
11736 2
30359 85
11.606 42
11506 «
4.000
<300 %
21.000 i 25
6300 17
>r’s 9
6.800 9
6300 7
(1001 6
13300 4
1,900 4
(133501 5
6300 3
58374 131

56333.100
4317300
1684.900
1.988300
1354,100

517300
487300
443300
324.100
217700
149300
124300
112300
64700
64,600
61900
43,700
381700
37300
519367300
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29.778
8774
27.621
18384
11321
11.614
19361
11964
1,775
8312
13,833
12311
9343
10747
19725
10,925
7740
12300
512365



ASSOCIATION OF ALASKA SCHOOL BOARDS
316 W 11th St. « Juneau, Alaska 99801-1510
(907) 586-1083 « Fax (907) 586-2995

PCHTIONPAPRR

RETIREMENT INCENTIVE PROGRAM

The Association of Alaska School Boards supports passage of a retirement incentive
program with the local option for school districts to determine if participation in the
program is desirable and beneficial.

The ability of a school district to weigh the short term benefit of a retirement incentive
program against its long tern goal is critical when addressing the program needs of
students and the fiscal uncertainties that all Alaska school districts face.

A retirement incentive program with the local option to participate, will provide school
districts the opportunity to review its present personnel cost and determine if
economies will create a positive financial and programmatic impact.



Lawrence A. Wiget, Ed.D.

Director, Government Relations/Legislative Liaison
Anchorage School District

4600 Debarr Road

Anchorage, Alaska 99519-6614

(W) 907 269-2255 (FAX) 907 269-2340

TO: REPRESENTATIVE JERRY MACKIE
(W) 465-4925 (FAX) 465-3517

SUBJECT: RETIREMENT INCENTIVE PROGRAM
DATE: FEBRUARY 27, 1996

The Anchorage School District supports having an option to offer its
employees a retirement incentive program if the savings to the District in
personal services costs for the employee's position exceed the costs to us for
that position within five years after the employee retires. Following an
analysis to see if the program is helpful to us overall, the administration will
make a recommendation to the School Boara on whether to participate in the

program or not.

Last year, the District had at least 600 teachers that would have been eligible
for early retirement under HB 217.

TorfL P.01



February 20,1996

1, Including this cover sheet.

This P.OM. is to offer support for H. B. 354 and encourage its movement to hearing.
This piece oflegislation is seen by us as a tool that could possibly be used in making
decisions to help us reach our hiring goals and budget goals.



SCHOOL DISTRICT
January 22, 1996

Memo To: Keith Tolzin, Superintendent

A
From: David Means, Business Manage]
Subject: Retirement Incentive Program Analysis
As requested, | counted the eligible teachers if the retirement incentive

program were to pass requiring a minimum of 17.0 years of credited
retirement service.

There are 33 teachers eligible for retirement under this option. They
make a minimum of 554,976 per year to a maximum of 558,030. They

average $57,336 per year,

If the District were to replace these teachers with a newly hired teacher, |
estimate an average difference in salary per position of 519,157 (or
520,902 after factoring in TRS' and social security.) If the District were to
replace these teachers with teachers at the B-0 step, then the average
difference in salary would become $26,792 (or $29,564 after factoring TRS'

and social security).
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iIcom CRAZY HORSE DRIVE e« JUNEAU, Al.ASIVA 99801-3529 (907) 463-17C0 . FACSIMILE (907) 463-1712

January 22, 1996

Representative Jerry Mackie
Alaska State Legislature
State Capitol

Juneau, Ak S9S11

Dear Representative Mackie:

la response to your inquiry regarding the potential savings from an early
retirement incentive, the Juneau School District estimates a savings of

5100,000 per teacher over a five year period.

W ith a conservative estimate of 30 teachers participating, the savings would
be three million dollars. Thank you for your work on this legislation.

Sincerely,

Mary Rubadeau
Superintendent

the crry and scpcugn o juneau schecl cisrnicr s an aa/eo employes and educational iNS; mjr.eN



01/27/93  15:49 ©9079453014 HOONAH SCHOOL 0] 002

Hoorah City School.s
Estimated Cost Savings from TIB 38

I. Salary Costs for Current 2131:10780 Eligible for HI? in School
Year '15S52-23:

Teacher A 52,756

3 53,386

C 52,796

D 52,756

3 52,796

? 56,631

G 52,796

3 56.631

TOTAL Employes Salary Costs 430,528

ii. Total coses or si%ht new teachers at the beginning saiarv
step of $2S5,203: 233,624,

11, Estimated HI? costa for teachers listed above 3 232,539 raid
out over a three-year period: 377,513 per year.

IV. Cost Savings Per Year:

First Year Savings 3 119,487
ASecond Year Savings 113,510
*Third Year Savings 107.635
TOTAL three Years Savings 3 340,832

*NoTE: astimated. ot increase in salaries for new employees in
the seconé ana tﬁlrd0 year. P1oy
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January 27, 1993

The Honorable Jerry Mackie
Alaska House of Representatives
Capital, Room 110

P. 0. Box 7

Juneau, AS S9811

Dear Representative Mackie:

The purpose of this letter is to support the retirement incentive
provisions contained in HB 36. The current version of this bill
would provide Hoonah School D istrict with a total possible
certified employee savings of $340,832 over a three year period.

(See attached cost estimate.)

Our estimate is baaed on eight teachers who are presently
eligible for early retirement and hiring new teachers at the
lower end of our current salary schedule. We have computed into
thi3 cost estimate the amount that the district would need to pay

the retirement system for RIP participation.

Our district views HB 36 as a significant mana%ement tool capable
of providing us with flexibility in controlling certificated
employee costs. Declining State revenue in education demands
that management have all opportunities to control employee costs.
We see H3 36 as such an opportunity and wholeheartedly endorse

its passage.
incerely,

Dr. John S. Anttonen
Superintendent

JEA/db



AMENDMENT FOR CONSIDERATION
HB 354- Retirement Incentive Program, by Representative Mackie

Submitted by the Department of Education
(contact Kimberly Homme at 465-2803)

The proposed amendment would add the following'.
Referring to Section 2:
(@) A school district or a state operated school may adept a retirement incentive

plan under sec. 3 of this Act to designate organizational units of employees eligible to
participate in the retirement incentive program.

Note: The intent of this amendment is to include state operated schools in the RIP



9-LS0634\G.2.
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I\ 4/9/96

AMENDMENT \

OFFERED IN THE HOUSE
TO: CSHB 354(STA)

Page 2, lines 1and 2:

Delete "to designate organizational units of employees eligible to participate in the
retirement incentive program"

Insert "and designate categories of employees eligible to participate in that plan. An
employer need not extend the incentive plan to all employees who would otherwise be
eligible, but may choose to extend the plan only to employees

(1) in specific budget or administrative components of the employer;

(2) in specific job classifications;

(3) in specific geographic locations; or

(4) on the basis of any combination of factors under (1) - (3) of this
subsection”
Page 2, line 3:

Delete "organizational units of'
Insert "categories of employees eligible to participate in"

Page 2, line 10
Delete "in a designated organizational unit"
Insert "designated as eligible to participate under (a) of this section”

Page 2, line 19:

Delete "organizational units and employees"

Insert "job classifications of employees and specific budget or administrative
components”

pttT (A7

enXX
\A(J



gl wWw N

oo =~

OH0GANG.2

Page 5, lines 19 - 20:

Delete "permits the benefits to be offered to an organizational unit ofwhich the
employee is a member"

Insert "authorizes that employee to participate in the retirement incentiveprogram
under this Act"

Page 5, line 22:
Delete "members of organizational units for which"
Insert "employees for whom participation”



~N o o1 B~ W N

9-LS0634\G. 1-
Cramer

<06
4/9/96

AMENDMENT p.

OFFERED IN THE HOUSE
TO: CSHB 354(STA)

Page 5, line 24, following "DEFINITIONS.":
Insert "(a)"

Page 5, following line 26:
Insert a new subsection to read:
"(b) In this Act, "school district" means a city or borough school district or a regional

educational attendance area."

i4 \\d\c'u
AyTP>CArv\enr'V
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Alaska State Legislature
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committee name
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Alaska State Legislature

HOUSE FINANCE COMMITTEE

committee name

committee on HB 354 . dated 4-10-96
bill/subject

Please €Nter into the record my testimony to the

When a person retires from years of service to a community/ some of the
foremost considerations in beginning their new life are income from
pensions and having reasonable health care.

Lana Henley has been teaching in our community and in Alaska for nearly
two decades. She has provided excellent service to hundreds of students in
these years and now wishes to retire although our school would miss such a
fine teacher and mentor.

Since the Stale of Alaska is currently developing more conservative

t, spending policies (and considering the cost of 6tale workers in these policies)
as well as trying to cut various budgets, wouldn't it make S5h&tto retire
teachers like Lana Henley who are on the top of our pay scale and let them
retire with dignity and security?

In doing this, stale moneys may yet be saved in the long term and the State

of. Alaska will be able to keep its obligations to those who have sacrificed so
mud es, state, and nation.

Representing (Optional)

Address
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Alaska State Legislature

Please enter into the record my testimony to the HOUSE FINANCE COMMITTEE
committee name
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Thank you for your response in scheduling HB 354 in a teleconference

believe that allowing higher paid teachers to retire
lower paid teachers will make a
budgets.

hearing. |
early and replacing them with
notable difference for the 97-98 and subsequent school

I urge your passage of this bill without regard to partinon lines

for the benefit of budgetary considerations across the State of

Alaska.
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Affiliated with the National Education Association

- A \

NEA-ALASICA POSITION PAPER
RETIREMENT INCENTIVE PROGRAM

NEA-Alaska supports the utilization of a retirement incentive program (RIP) as a cost effective
means to reduce school district personnel costs, thus reducing the cost of school district
operation, during a time when the student population is increasing yet additional funding is not
being provided to address the educational needs of our children and our communities.

The incentive program utilized in HB 354 is fair because the decision to exercise the incentive
option ret>s with a qualifying employer and employee. It avoids an arbitrary, capricious or
irrational application of the RIP. This is an excellent opportunity to achieve cost reductions
without harming any employees at the upper or lower end of the salary schedule. Absent this
RIP opportunity to cut operating costs, school districts are being forced to lay offthe less
experienced employees and in so doing are creating a hardship on younger employees and their
families.

HB 354 provides certificated and non-certificaled school employees the benefits of the
retirement incentive. NEA-Alaska represents over 10,000 members; over 2,000 of our members
are non-certificated educational support personnel. This bill extends the benefits of RIP to all
school employees.

The decision to trigger the RIP rests with the employer. The retirement incentive program offers
school district administrators an opportunity to reduce staff at the top end of the salary schedule
and replace those with employees who could be hired at the lower end of the salary schedule. If
school administration employs equally qualified, but less experienced teachers and support
personnel, a school district will net a reduction in operating costs.

The RIP offers experienced employees an early retirement option by providing them a credit of
th-ee additional years of service provided the employer and employee pay the actuarial cost of
liict service. HB 354 will not overly encourage experienced school employees to retire, but it
may provide the necessary incentive for some to retire earlier than planned.

We commend the sponsor of the bill for introducing a fair and equitable way to deal with
economic uncertainty, while at the same time presenting an equitable and fair plan for the
employees of Alaska's schools.

4-9-96

ANCHORAGE REGIONAL OFFICE « 1IN0 S. Bragaw Street, Suite 103 « Anchorage. Alaska 99508 « (907) 274 0536 « FAX (907) 274 055)
JUNEAU OFFICE « 114 Second Street « Juneau, Alaska$9801 « (907) 586-3090 « FAX (907) 586 2744
FAIRBANKS REGIONAL OFFICE *2118 Cushntan Street « Fairbanks, Alaska 99701 « (907) 456-4435 « FAX (907) 456-2159
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Facsimile Transmission

Phil Smith
1782 Evergreen Avenue * Juneau, Alaska 99801
Home Tel: 586-1175 « Home Fax; 586-1586

Work Tel: 586-7359 « Work Fax: 586-7354
e-mail: psmith@fak_jnu02.afsc.noaa.gov

Date: April 8,1996

to: Alaska House of Representatives
Finance Committee

FAXNo:  465-2418
Paces: One (1), this one
SUBJECT.  HB 354 - Retirement Incentive Program

Dear Co-Chairmen Hanley it Foster, and Members of the Committee:

It is my understanding that HB 354 will be heard in your Committee on the
afternoon of Wednesday, April 10. By this facsimile, | expréss my support, and that
of the Juneau School Board, for the proposed legislation, and urge your swift and
favorable consideration of the measure.

In so urging, | respectfully request that you consider the following comments:

» Many School Districts in Alaska are under tremendous financial
Eressure, occasioned by flat funding for Instructional Units under the
oundation Formula (a 1.67% increase during the last 8 years);

» School Boards in Alaska have a statutory_obli%ation to negotiate with
teachers' unions, and_to do so in good faith; the inevitablé result, no
matter how "firm" a Board may try to be, is escalating personnel costs;

» Unlike the State Government and Borough Assemblies, School Boards
in Alaska have no independent authority to raise revenues to cover
those (or any other) costs;

»  Some districts (such as Juneau's) are restricted by the disparity test from
receiving additional local revenues (Juneau's Assembly curréntly, and
gene”r)ously, funds the district to the maximum allowed under the
cap");

» Some districts (such as Juneau's), benefit significantly from a highly-
qualified and experienced teacher corps; at the same’time, however, the

cost of maintaining that corps continues to increase (currently, some
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House Finance Committee -2- April 8, 1996

Put succinctly, the Retirement Incentive Program that would be authorized by HB
354 makes good sense, particularly during these times of increasing expectations and

decreasing Tevenues. For the reasons set out ahove, | urge that you make this Fiscal

20% of Juneau's 300 teachers have served Ionq enough to retire - and
over 50% are compensated at the highest level on our pay scale);

Some districts (such as Juneau’s) are currently suffering from severe
budget constraints and are hard-pressed to find the funds in their own
budgets to pay for district-sponsored RIPs;

For some districts (such as Juneau's), an RIP is an attractive fiscal
option (in Juneau, we estimate that replacing a retiring teacher with a
teacher lower on the pay scale will result in'savings, on average, of
$20,000/position);

Some districts in Alaska are facing situations decidedly different from
%uneau’s, and an imposed RIP could work to their disadvantage;
OWever,

HB 354 is permissive, in that it allows each district to analyze its own
situation and to determine whether extending an RIP offer to its staff
makes fiscal and programmatic sense - it's not just one more
"unfunded mandate" being imposed on districts.

tool available to local School Boards throughout the State.

Thanks very much for your consideration of these remarks.

cC

Sincerely,

J—j&Cp —
Philip J. Smith, President
Juneau School Board

Hon. Gail Phillips
Speaker of the House
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) .OUSE COMMITTEE REPO..T

Date Referred to Committee: February 16, 1996 FURTHER REFERRALS:

Date of Committee Action | k

The STATE AFFAIRS Committee considered: HB 354
HOUSE BILL NO. 354 RIP FOR SCHOOL DISTRICT EMPLOYEES

“An Act relating to a retirement incentive program for certain employees of school districts under the teachers'
retirement system and the public employees' retirement system; and providing for an effective date.”

recommends it be replaced _ r - [UTihe same title
with the following committee substitute " CSVa-} [ 1anew title
[ ] additional referral to Committee
f | attached amendments)
ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(S): (D0 APPROVES PREVIOUS: (qu/D**)
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[ 1 zero fiscal note(s) [ 1 zero fiscal note(s)
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e Referred 10 Committee: January 8, 1996 FURTHER REFERRALS: State A ffairs’
Finance
Date of Committee Action. d 19 P k
The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered: HB 354
HOUSE BILL NO. 354 RIP FOR SCHOOL DISTRICT EMPLOYEES

“An Act relating to a retirement incentive program for certain employees of school districts under the teachers'
retirement system and the public employees' retirement system; and providing for an effective date.”

recommends it be replaced [ ] the same title
with the following committee substitute [ ]a new title
[ ] additional referral to Committee

f | attached amendment(s)

ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s): (B0 APPROVES PREVIOUS: iDept/Daic)
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LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Slop 3101 Juneau, Alaska 99801-2105
MEMORANDUM April 9,1996
SUBJECT: Equal protection issues raised by Amendment 9-LS0634\G.2

to CSHB 354(STA) (School district retirement incentive program)
TO: Representative Jerry Mackie

FROM: Teresa B. Cramer
Legislative Counsel

You have asked whether the provisions of amendment G.2, permitting school districts to
extend the retirement incentive plan (RIP) to groups of employees based on budget or
administrative components ofthe employer, onjob classifications, or on specific geographic
locations violates the equal protection clause.

In my opinion, the provision does not violate the equal protection clause, so long as the
school district implementing the RIP can demonstrate a valid reason for its decision to offer
the RIP to some but not others.

The state equal protection clause provides that "all persons are equal and entitled to equal
rights, opportunities, and protection under the law."” Article 1, Sec. 1, Constitution of the
State of Alaska. The state supreme court has stated that

Alaska law analyzes alleged violations of the equal rights clause using a
"sliding scale.” When fundamental rights or constitutionally suspect
classifications are involved, we employ heightened scrutiny. The rigor of the
scrutiny determines what the government must show:

As the level of scrutiny selected is higher on the [sliding]
scale, we require that the asserted governmental interests be
relatively more compelling and that the legislation's means-
to-end fit be correspondingly closer. On the other hand, if
relaxed scrutiny is indicated, less important governmental
objectives will suffice and a greater degree of over-or
underinclusiveness in the means-to-ends fit will be tolerated.



Representative Jerry Mackie
April 9, 1996
Page 2

Pcloza v. Freas. 871 P.2d 687,690 (Alaska 1994) quoting State v. Ostroskv. 667 P.2d 1184,
1193 (Alaska 1983).

The amendment proposed for the retirement incentive program would allow school districts
to offer early retirement or increased retirement benefits to some teachers while denying
other teachers the opportunity to participate. This is a monetary interest, which 1do not
believe would be entitled to enhanced scrutiny. Accordingly, as indicated above, the court
would accept a less compelling governmental reason for treating the groups of employees
differently. So long as the school district can demonstrate a need to reduce the number of
teachers at a particular location, or with expertise in a particular field, or paid out of a
particular federal program, for example, | believe that the court would accept a district's
decision to offer the RIP only to those teachers. Ifa district structured a RIP without that
kind ofjustification, then the RIP would probably not survive an equal protection challenge.

Please let me know if you have additional questions on this matter.

TC:klb
96-264 .klb



Copper R iver S

Chistochina
Copper Center

c h ool D istrict

Superintendent's Office
BoX 108

Gakona .
Glennallen Glenntllen, Aluki 9o0sss
Kenny Lake
Lottie Sparks (907) 822-3234
Slana
April 9, 1996
House Finance Committee
Alaska State Legislature
State Capitol (MS 3100)
Juneau, Alaska 99801-1182
House Finance Committee Members:
The Copper River School District Board of Education strongly supports
swift passage of the RIP; therefore, allowing wus the opportunity to
address the program needs of our students and the fiscal uncertainty that
our district faces in the near future.
Sincerely,
Linda Marchini, Chairperson
CRSD Board of Education
Norma Traw, Legislative Liaison

CRSD Board of Education

‘ISM'S dIMd .dSddOj UdSS:?T 96. 60 Hd»



P.0.Box 157 Hoonah, Alaska 99829  (907) 945-3611  Fax (907) 945-3614

April 9, 1996

Representative Mark Hanley
Alaska State Capitol Room 507
Juneau, AK 99801-1182

Dear Representative Hanley:

The members of Hoonah City School Board and | want to encourage you
to support HB354 which is scheduled to be heard on April 10 at 1:30
p-m. 1in the House Finance Committee.

School districts in Alaska need this bill passed as quickly as
possible so they can assess how many employees will take advantage
of the RIP and can utilize it to its fullest extent.

in order to address the program needs of students and fiscal
uncertainties in Alaska at this time, we truly need this bill
passed into law. Because the bill would allow districts several
years in which to pay 1into the incentive program, it would be
financially more accessible to more districts than an indiv:dual
rip would be.

Many districts 1in the past few years have laid off nontenured
teachers in order to pay Htop of the rung" teachers, even though
class sizes have increased and educational programs have been
curtailed.

A statewide RIP program would allow us to continue to offer the
very best -educational program for our students and yet save
substantially on our expenditures for staffing.

We urge you to vote "yes"™ on HB354.

Sincerely,

Dr. Virgie L. Fryxear
Superintendent of Hoonah Schools Board of Education President

TOTAIL P. 01



N - AASB Legislative NEtwork
Association ofAlaska School Boards & U6 W at Eleventh Strttl, Zunesu, Alaska 99M 01+ 907/516-2013

O Arfitim
ATIN: MAID NKffiriiH, UOIRUTTVE UAMNI. JWIUHIHDtNTS

ACTION RfOUMEP

RETIREMENT INCENTIVE FIOGIAM (RIP)TOH HURD APR. 10

HB 354, by ReP. Madtia, will be heard in House Finance Committee, April 10, at 1:30 pm. A
The spt(%_nsor of the bill said he has assurances that HB 354 will be heard first by the
committiee.

AASB supports of the RIP. Districts need this bill gassed as quickly as possible so thaMcan
assess how_many employees will take advantage of the program, and to they are abJa_to_use
itto its fullest benefit,

What you can do: _
FAX1Il Hew FImmc CtmmHfee Members a laHar if upper) ...uging 1ts swift passage.
Lot committee members know why thishid is important to you.

*The ability of a school district to weigh the short term benefit of a retirerent Incentive program against itsiong
term goal isaitical when addressing the program needs of students and the fiscal uncertainties that ail Alaska
school districts lace. A statewide RIP Incentive program, likeHB 354, allows school district* several years to pay
Into the retirement program, something unavailable to districiswho offer local RIPs. (Local RIPs are required to put
forth the funds at the beginning of the program.)

*A retirement Incentive program with the local option to participate-end the option to extend the Incentive plan to
certain Job classifications or geographic tocatlone-will provide school districts the opportunity to review Hspresent
personnel cost and determine Keconomies will create a positive financial and programmatic Impact.

Other key points ol this hill supported by AA88:

*Allows a 3-year credit tomeat earlyor normal retirement requirements or for Increased berefits.
*Employees must pay their normal share forthoee 3 yean.

*A district Iseligible Ifparticipation results inaavinQs to the districtwithin 5 yean.

*Many dittrids are under tremendous pressure to meet strained operating budgets. Some have been forced to
layoff non-tenured start or curtail educational programs. The unfortunate result of this Isto increeoe class sizes or
do away with valuable programs. A statewide RIP would allovsome districts to reduoe class sizes or continue to
operate aTtical educational programming.

Horn Flitonct Comm IttM Fox (907) 465-2271
Individual Fax Number*

Hanley, Co-chair 465-241a Kally 486-5241 Gruaaendorf  466-2276
Foster, Co-chair 455-3242 Tharriault 465-3854 Brown 465-4419
Mulder 465-3518 Martin 465-2293

Parmell 485-2278 Kohring 466-3618 Speaker GaR Phillips 465-3472
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KUSPUK SCHOOL DISTRICT

P.O. Box 49 DobflU D. Hevh
Anlak, Alaska 99557 OUPEIINTENDONT OF 8CHOOL9
BUPEAINTENDENT/BUBINCBS CHHICE
(007) 675-4250 FAX (90/) 8/6 4W 6
GENERAL FAX (»OT)*/Ve3«

April 9, 1996

The Honorable Mark Hanley

Alaska State House of Representatives
State Capitol

Juneau, Alaska 99801*1182

Dear Representative Hanley:

Kuspuk School District would greatly benefit by the passage of HB 354. We
have a high percentage of veteran staff members, and the passage of HB
354 would have an enormous positive impact on our budget.
Approximately thirty percent of our certified educators would be eligible
for this retirement incentive program. Passage of this legislation would
allow wus to direct more of our financial resources toward improving our
educational program as well as granting us the opportunity to revitalize
our staff.

Hundreds of thousands of dollars would be reo.rected from salary to
school improvement over the next five years. Please contact me if you
would like a detailed cost analysis.

As Superintendent of the Kuspuk School District | urge you to support the
passage of HB 354 and in a timely fashion. Since this would have such a

great effect on the make up of our staff, we need time to seek quality
applicants for the vacancies resulting from the enactment of this bill.

Thank-you for your consideration.

Sinrorfilv

Bobette Bush
Superintendent
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KLAWOCK CITY SCHOOL DISTRICT

0 Box 9
MORNhIS D. VEPIVERS, Ed. D
uperinten en' KtaV\DCi A?ﬁ 925
Superiniendent iR
TIM MACDONALD
Principel
April 9, 1996

Representative Mark Hanley
HOUSE OF REPRESENTATIVES
State Capitol, Room 507

Juneau, Alaska 99801

Dear Representative Hanley,

The Klawock City School District is strongly ia favor of the passage of House
Bill (HB) 354 The District worked hard during last.years Legislative Sestion for the
passage of the RIP portion of HB.217; We have.one of the highest average teacher
salaries in the state Lack of increases in the" funding-unit plus a potential decline in
enrollment due to decreased logging will .dictate extreme actiou in the area of personnel
NVe believe HB 354 would provide an important means of dealing with this issue in the
least disruptive way. We urge your support of this Bill.

Sincerely, - ¢ ;L

Morris D. Ververs, Ed. D.

Superintendent

MDVps

TODAY'S EDUCATION...MEETING TOMORROWS CHALLENGES



TANANA CITY SCHOOL DISTRICT

P.O. Box 89
Tanana, Alaska 99777 j Ron o*Uy
(907) 366-7203 / 7207 i Superintendent
Tuesday FAX (907) 366-7201 i

Apfil 9, 1996 |

The Honorable Representative Mark Hanley
Alalska State Capitol

Juneau, Alaska 99801

FAX: 465-2418

Rt: HB 354 (Retirement Incentive Program)

Dear Representative Hanley:
[

It is my understanding that tomorrow the Housfe Finance Committee
will be healing HB 354, the Retirement Incentive Program. It is crucial
to districts throughout the state to have this bill pass. Like so many
districts, Tanana does everything in its power tojstreamline our costs,
having all staff wear many, many hats. That said; our hands have been
tied fiscally by staff who have moved to the top ojf the salary schedule,
nearly making double what a beginning teacher makes. While an
experienced master teacher is a celebration of what we all want for our
children’s education, many teachers at that level of expertise reach a
point where their passion for teaching has waned and quite frankly,
the}/ would seek an early retirement were it an opﬂion for them.

|
Itis mysincere hopethatyou wiil supportthis billand give both teachers
ancl districts the option they so desperately need in this climate of
declining revenues. Thank you for your consideration.

Regards,

The mission of the Tanana City School District, in partnership wdh the community, is to
produce students who possess the necessary attitudes, skills, and iknowledge to pursue their
dreams through a curriculum which celebrates the diversity of all people while preserving each

individual's unique cultural heritage

TOTPL P.01



DEPARTMENT OF ADMINISTRATION
1989 RETIREMENT INCENTIVE PROGRAM
ESTIMATED SAVINGS REALIZED AND
COSTS INCURRED BY PARTICIPATING
EMPLOYERS

November 22,1991

Audit Control Number:
(02-4404-91

D ivision of Legislative A udit

P.O. Box 113300, Juneau, Alaska 99811-3300



LEGISLATIVE BUDGET AND AUDIT COMMITTEE

DIVISION OF LEGISLATIVE AUDIT

The Legislative Budget and Audit Committee is a
permanent interim committee of the Alaska
Legislature. The bipartisan committee is made up of
five senators and five representatives, with one
alternate from each legislative chamber. The
chairmanship of the committee alternates between the
two chambers every legislature.

The committee is responsible for providing the
legislature with audits of state government agencies.
The programs and activities of state government now
cost more than $4 billion a year. As legislators and
administrators try increasingly to allocate state
revenues effectively and make government work more
efficiently, they need information to evaluate the work
of governmental agencies. The audit work performed
by the Division of Legislative Audit helps provide
that information.

As a guide to all their work, the Division of
Legislative Audit complies with generally accepted
auditing standards established by the American
Institute of Certified Public Accountants and with
government auditing standards established by the U.S.
General Accounting Office.

Audits are performed at the direction of the
Legislative Budget and Audit Committee. Individual
legislators or committees can submit requests for
audits of specific programs or agencies to the
commitvee for consideration. Copies of all completed
audits are available from the Division of Legislative
Audit's offices in either Anchorage or Juneau.

BUDGET AND AUDIT COMMITTEE

Representative Ron Larson, Chairman
Representative Pat Carney
Representative Eileen MacLean
Representative Terry Martin
Representative Fran Ulmer
Representative Kay Brown (alternate)

Senator Jay Kerttula, Vice Chairman
Senator A1 Adams

Senator Jim Duncan

Senator Dick Ellason

Senator Curt Menard

Senator Lyman Hoffman (alternate)

DIVISION OF LEGISLATIVE AUDIT

Randy S. Welker, CPA
Legislative Auditor

Merle R. Jenson, CPA
Deputy Legislative Auditor

P.O. Box 113300
Juneau, Alaska 99811*3300

(907) 465*3830, Juneau
(907) 561-1445, Anchorage
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LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

P.0. Box W
Juneau, AK 99811-3300

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

November 27 191

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 1989
~Retirement Incentive Program
Estimated Savings Realized and Costs Incurred
By Participating Employers

November 22, 1991
Audit Control Number
2-4404-91

The audit reports on the estimated savings realized, and in some instances the costs incurred,
by the public employers who participated in the 1989 Retirement Incentive Program fRIP).
Estimated savings and costs are included for the State of Alaska, the University of Alaska,
3 school districts, 21 political subdivisions, and 7 other participating employers.

The audit was conducted in accordance with generally accepted ?overnment auditing
standards, The schedule on page s summarizes the savm?s and costs for the 65 employers
participating in the progiram. As shown on that schedule, we estimate the net statewide
savings to be $229 million, In our view, as discussed in the Report Conditions and
Auditor Comments section of the report, the program achieved both aspects of it'  ablished
intent. A further statement of our audit approach is included in the Objectives, Scope, and
Methodology section of this report.

Randv*Welker, CPA
Legislative Auditor
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OBJECTIVES. SCOPE. AND METHODOLOQGY

In accordance with a Legislative Budget and Audit Committee special request and the
Prowslons of Title 24 of the Alaska Statutes, we conducted a review of the 1989 Retirement
ncentive Program (RIP).

Objectives

Chapter 89, SLA 1989 as amended by Chapter 18 SLA 1990 implemented a retirement
incentive program for all public emelo ers whose employees are covered by either the Public
Employees’ Retirement System (PERS) or the Teachers’ Retirement System (TRS). The
primary objective of our review was to develop reasonable estimates of the savings realized
or the costs incurred hy the 65 employers which elected to part|C|ﬁate in the program. A
second o.bl]ectwe of the review was to determine if RJP achieved the intent of the program
as established by the legislature.

Scope

All employers who participated in either or hoth the 1989 PERS and TRS retirement
incentive programs were contacted on-site or by mail.  Our review included all RJP
participants who had actually retired as of September 15 1991 from either the State of
Alaska, University of Alaska, or one of the other parUmﬁatmg school districts, political
subdivisions, or other public employer organizations. The Division of Retirement and
Benefits gDRB) estimated that approximately an additional 100individuals retired under the
program between our fieldwork cut-off date of September 15 and October 31, 1991, the last
possible date that RIP participants could actually retire. With the exception of three
participants that we included in the course of our on —Ste reviews in local communities, the
savings/costs associated with these individuals are not included in this report.

Methodology

Savinqs and costs contained in this report were developed from our review and analysis of
the following information and documentation:

1 Records of RiP participants maintained by the Department of Administration, DRB.
2 Files pertaining to State of Alaska participants maintained by the Office of

Management and Budget (OMB), and the personnel or administrative services sections
for various state executive branch departments and agencies.

ALASKA STATE LEGISLATURE -1- DIVtSION OF LBCHSLATTVE AUDIT



3 Instructions issued by OMB to executive branch departments and agencies regarding
the assumptions, procedure, and method to be used to determine participant eligibility
and calculate individual savings.

4. OMB’s report of RIP savings for state agencies summarized by agency position
control number.

5. Summaries prepared by articiﬁating Pu_blic, employers (26 school districts, 20
political subdivisions, and 7 other participating organizations) responding to our
survey.

6.  Summarized and detailed information prepared by the Alaska Court System and the
University of Alaska regarding their RIP participants.

Based on our analysis of the information and documentation we adjusted estimates of the
savings and costs for partmpatmt[; RIP employers. The adjustments were made, to the extent
that It was practicable to calculate and quantify the cosis involved, to more accurately
estimate the savings realized or costs incurred by each participating employer,

ALASKA STATE LBCHSLATUKE 9. DIVBION OF LEGISLATIVE AUDIT



ORGANIZATION AND FUNCTION

The Department of Administration, Division of Retirement and Benefits (DRB% IS responsible
for administering the retirement and benefit programs for public employees. The two Iar%est
retirement systems administered by DRB are the Public Employees’ Retirement System
(PERS) and ‘the Teachers’ Retirement System (TRS).

In June 1989, Chapter 89 SLA 1989 (amended by Chapter 18 SLA l990%reestablished an

earlier retirement incentive program for employees participating in either PERS or TRS. The

program, known as the Retirement Incentive Program (RIP?, was established to reduce

?hersonal services costs to the State and other public employers who elected to participate in
e program.

To be eligible for RIP, employees had to meet both the basic criteria established in the
enabling Statute in addition to any special criteria that their employer wanted to attach. The
basic criteria rec#ured that the employee be vested in their retirement system. Further, after
mcludmg the retirement incentive of three extra years of credited service they would have
to have been eligible to meet the age or service eligibility requirements for normal retirement
or early retirement.

Individuals covered by PERS must be at least 55 years old and have 5 years of service for
normal retirement compared to TRS requirements of 55and s 5y(?ars respectively. For early
retirement, both PERS and TRS requires that individuals be S0 with either 5 {PERS) or s
TRS) fyears of service. For state employees additional eligibility criteria were developed by
the Office of Management and Budget. These additional criteria are discussed further in the
Background Information section of this report.

As of SeE)tember 15 1991, almost 1800 individuals had participated in the 1989 RIP.
Additional funds were provided to administer RIP. DRB and the Division of Finance were
authorized to hire temporary and part-time employees to process the increased number of
retirement applications.  Operational funding was provided through the assessment of
administrative fees charged all partmpatmg employers. This funding allowed DRB to hire
nine temporary positions in FY 89and thirteen temporary positions in FY and FY 91 to
administer the ré%qram. The Division of Finance also received funding for two part-time
posidons in FY 90and FY 9L to perform verifications of salary and years of service.

ALASKA STATE LEGISLATURE -3- DrVCJON OF LBGULATTVB AUDIT






BACKGROUND INFORMATION

The aim of the Retirement Incentive Program éRIP) was to allow participating public
employers, most notably the State of Alaska, to reduce personal service costs while reducing
the number of employees who would have to be laid off involuntarily. The program was
made available to public employees covered by either the Public Employees’ Retirement
System (PERS) or the Teachers’ Retirement System (TRS).

OMB issued strict rules on savings which limited participation and maximized savings

After the passaé;e of Chapter 89, SLA 1989 the Office of the Governor. Office of
Management and Budget (OMB) issued detailed guidelines for state agencies to follow in
implementing RIP. Under these OivtB guidelines, employees wishing to participate in RIP
had to meet two basic requirements in order to qualify:

1 Personal Eligribilit -Basic requirements of age, length of service, and vested status
in PERS or TRS had to be met.

2 Savinas had to be demonstrated for each individual -Unlike the previous 1986 RIP
Erogram. OMB designated each individual as an "organizational unit." This nvant
hat the savings in salary and benefits PijeCted over a three year period hetween the
RIP retiree and their replacement had to exceed the State’s employer costs (see inset
on opposite page) in order for the employee to participate.

OMB chose to define each employee as an organizational unit in order to maximize the cost
savings, as required by the legislation. OMB felt that netting the savings generated by one
employee’s participation .a%amst the costs of another who did not generate a savings did not
fully meet the legislative intent regarding savm%s. Other program implementation quidelines
issed by OMB addressed what savings could

e included in"determining eligibility for state
employees. For example:

1 Savings through the elimination of a position could be included -1t was permissible
to include savings realized for a RIP participant from the elimination of their position.

2. Savings from reclassification of positions could not be considered - OMB precluded
agencies from includin savmc_is Pro;ected from reclassifying RIP participant positions
toa lower |oay scale. OMB felt that since savings determined program eligibility that
such a rule ‘was necessary. The rule avoided situations such as having to decide
between two potential RIP participants in the same job class where only one position
could be justified for reclassification.

ALASKA STATE LEGISLATURE -5- PIVUION OF LEGISLATIVE AUDIT



3 Vacancy savings could not be considered - Savin?s generated from leaving a RIP
participant’s position open temﬁoranly could not be considered in determining
program eligibility. OMB felt that vacancy savings v/ere temporary, generated by

delay in refilling a position.

4. "Domino-effect" savings could not be considered -OMB did not allow any savings
to be included that were realized through the rePIacement of a lower paid employee
down the chain of an organization. As anexample, assume the RIP participant retired
from a range 2o position, and was replaced by an individual from arange 18 position
who in turn was replaced by a previous range 16worker. The OW savings that could
be considered would be the difference in salary and benefits of the outgoing retiree
and their replacement. Savings generated from the salary and benefit differences for
both the old range 18and the new one, Flus the old range 16 and new entry level
staff member, were not allowed to be included.

5 Savings from differences in leave accrual rates could not be counted -Neither sick
leave nor leave accrual differences were allowed to be recognized as a source of
savings for RIP participants, except to the extent these factors were reflected in
benefit differential calculations.

Since demonstrated savm(t;s were necessar% for program eligibility, and the OMB rules were
rather narrow about what savings could be counted, man?/ employees who met all other
criteria were not eligible to part|C|Pate. In many cases, a long term employee, working in
a position that was going to continue after their retirement, could not generate enou?h
projected savm%s over a three-year period for the State to recapture its associated RIP
employer contribution costs for the individual.

1990 legislation amended RIP program and provided for more participation

Chapter 18\ SLA 1990amended RIP in such away as to increase the number of people who
were eligible to participate. Under the legislation, employers could calculate savings over
a five year period rather than three. It also allowed an employee to pay FE)art of the State’s
employer costs if no savings were generated from their participation in RIP.

The legislation and the accompanying revised %mdelmes issued by OMB permitted an
additional 192 state employees to J)arnqpate in the program. Of these .empIOﬁees 78 still
could not demonstrate a projected savings, even over a five-year period. However, as
allowed by the amended legislation these individuals paid a total $/50,000 of the State’s
employer Costs in order to participate.

ALASKA STATE LEGISLATURE '6' DIVtaON OF LB3XLATTVE AUDIT



Each employer could set their own eligibility requirements for RIP participation

Under Chapter 89 SLA 1989 the %oyernmg body of each political subdivision employer
could choose if they wanted to par |C|Pate in RIP. Outside of the general years of service
and age criteria for the two retirement systems involved, each participating employer was
permitted to develop their own rules and criteria for participation. Likewise, the Universit

of Alaska was also permitted to establish its own rules and guidelines regarding RI

participation for its employees. Other participating employers who were not school districts
or political subdivisions ‘such as the National Education Association of Alaska and the
Southeast Regional Resource Center were also allowed to develop additional internal criteria.

Most employers had more lenient organizational unit and other criteria than the State

With one notable exception (see inset at

ngzht),. none of the employers that we

|r{ ertV|ew]§d during the Eewew Imposed as < QT Y OF KETCHIKAN HAD

strict of requirements on program '

articipation ag did the State oprIagska. (STMNOTREALIZE FULL SAVMGS 7
nce participation in the program was Ttit CFM of KaieNkan had tha atrictatt ft*
approved by the organization’s ?over.nmg arttcpMSon ow ti ¢ an}/] panicipatm
body, most felt that it was on¥ fair to ﬂ‘ Fﬁ’gfa}{vgvlmnﬁlw{awad-t 1 d &t U%ﬂ
alloiv every employee who met the basic rft yaIragd amployaaa o, patticiate o0l
eligibility criteria to participate. nvoéfveJmprowcﬁné @nﬁﬁammt ncanttva.

'tAhS refl}g%ed 1%” shc heFﬁ’et?’tO” %agﬁ h]% Urpafy aaa raault of this raquirsro ni oW
ree of the 19 school districts which ha Sl
o DER e 158 AP g, an MOV gt o o
projected a net cost (over a three Kear m ! tﬁa Cl amtwtltr\l% axoept for a
gergo.d? for PElF(%jS rﬁnrees. dE?Cthf tt rges.e retaUvely small aominfatiattve fee.

istricts  could  have defined their .

"organizational unit" more strictly (i.e. on |Howtavar,thaawln%ﬂorth?ctt aa ghewn on

. tha tawa on tha Mlowtnl peps,doee no
an ndividual basis or allow only TRS  reflactthese aavtnps. Thad Bod)?fese atefi
members to participate) to increase tafiaeta tha fact that tha Cty o

o ot LT 205 e o
However, each of these three employers

defined the school district as awﬁole.as |iﬁ|-| eneéia X\{a S(é(\)/r;garsva e% us[;,er‘?tceed our
the organizational unit, thus allowing
everyone meeting the basic criteria to
participate,
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meduU 1- EftjimgUd sonnet or (Cottt) by Employer (Note* to Schedule on poet 25 of report)

Employrr

Suit o/Alttko (Not* 2)
Ualverstty of Almka (Nolt 3)
Aackotage Schoal District (Nolt 4)
Ka&4 Penluala Boroagh School* (Nolt 5
Fairbanks North Star Bomugh School™ (Nolt 6)
CGily of Fairbanks (Nolt 7)
North Slop* Boroagh School District 'Nolt 8)
MstaaasloSuaitaa Boroagh School* (Nott 9)
North Slop™ Bormugh (Nott 10)
Ketchikan GVeney Bormugh School*
Lower Kaskokwim Schools (Nolt 17)
Mataansfca-Susliaa Bomugh (Nott 12)
Sittui School District
Kiwai Pentnsal* Boroagh (Nol 13)
laacaa Boroagh School*
Illaghm City School*
City and Boroagh of Janet™
Hoonah City Schoot*
llalaa* Boroagh School District
Bering Strait School* (Nott 11)
Wangell Gity Schools
City nf Hoonah (Nott 14)
Southwest Region Schools (Nott 11)
Della/Crsely School* (Nott 11)
City of Hoater
Vaidex City School*
Gity of Kodiak (Nolt 15
Katpak School* (Nott 11)
Chatham Schools
Soalhaaat Island School*
Sitka Community Hospital
City of Wraagall
Kodiak Island Boroagh

[FpOTr
«t
Rtlirtt>

&

s DB A BARNRBNES

B
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Eifstated
Serfage or
fCceta)
(Nott 1)
5403310
4417400
24*1,*®
1901200
144100
774,700
517400
4%7400
449400
443400
334400
310400
224400
234400
2740+
213400
144400
151400
15%400
144400
124400
1T*40*
11240+
107400
10400
*4100
7750
4700
*4400

6*100
040
55400

jppfl

1-ipf

IS
1Jill

*Spi

—

Employer

Yakon/Koynkak School*
Falrttank* North Star Borregh (Nott 16)
Cily of Palrmer
Cotdoa* Cry School*
Kodiak Island Borregh Schools
Alaska Stats Hoaslag Authority
Lower Ytkoa School District
UaalUsks City Schoat District Wore 11)
IdJtamd Are* School* (Nott 17)
Cordova Community Hospital
Alaska Gateway Schools
City of Kmiai
National Education Amocialina
City of Haian*
Bartlett Memorial Hoepttd
Nsrmana Gity School™* (Nott 17)
Skagway City School (Nott 11)
Bristol Bay Boroagh School™ (Nott 17)
Nome City School*
Soalhaaat Regional Resource Center
Ketchikan Gateway Boroagh
City of Ketchikan (Nott 18
City of Kotaaha*
City of \sides
City of Seward
Craig Gity School*
Brtetol Bay Bomagh
Yakatat Gity School District
Kaka City School*
Yapilt School District
City and Boroagh of Sitka
Seward General Hospital

Tatol
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Sttoiogt or
(Goetz)
4 5300
24,700
46600

43710
4700
360
3750

340
2140
21,10
2690
17400
1*400

1440
1250
12400
11400

1400
2400

112400)
(144001
(1640
(240)

(31400)
(44400)
52441408



REPORT CONCLUSIONS

As summarized by the schedule on the oPposne age, the estimated savings for the 1989
Retirement Incentive Pro?ra.m (RIP) totalled $229 million. The savings were generated
mostly by the incremental difference in the salary and benefit costs between the typically
higher paid RIP participant and their lower paid replacement rather than realized from an
extensive elimination of positions left vacant,

The tOE five employers, with a total estimated savings of more than $165 million accounted
for 72% of the stafewide total, The State of Alaska and the Anchorage School District had
about the same average savlnﬂs Ber participant. Both were among the highest three
employers in savings essentially because of the large number of employees each had
participating. Only one of ASD’s 306RIP participant positions was subsequently eliminated,
erlerleas the State only benefitted from three eliminated positions in its RIP savings
calculations.

University savings came from elimination of positions and high salary differentials

The University of Alaska's average savings of almost $30,000 for each RIP participant was
the highest of any employer. The University benefitted from hoth the elimination of some
positions, and from having the highest incremental difference in salarY and benefits of any
employer. Tenured full professors retiring under RIP typ|ca||}/ had salary and benefit costs
of more than $90000. By comparison, their replacements, if any, were most often
instructors or assistant professors who had salary and benefit costs in the range of $40000
to $50,000. As shown on Schedule 3on the next page, the University averaged savings of
more than $35,000 for each RIP participant covered by the Teachers™ Retirement System.

For some employers savings were small or non-existent

Eleven of the sixty-five employers who elected to part|C|Pate in the program had estimated
savings of less than $6,000. Seven of those eleven projected that they lost money from their
participation in RIP. In these instances, replacement employees were paid at or near what
the terminating employee received, generating little or no savings. Meanwhile, the emPloyer
still had the cost of their retirement contribution payments for the RIP participant’s three
credited years.

Five of these seven emploYers, were school districts with a total of six participants. These
districts are generally smaller in size and have trouble recruiting teachers. They have no or
few positions to eliminate and must maintain even entry position salaries at a level necessary
to attract teachers to their remote locales. Essentially, in these districts the RIP proqram S
treated as part of a teacher’s or administrator’s total compensation. This was acknowledged
by Craig City Schools which reported that their RIP participation was made part of a
“Oeparture” agreement between the local board and the outgoing superintendent.
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Schedule 2 - Savings/Costs by Dgjarlment

Narmiker of Edftahd

Dmmtmmt . IRtHnm Sarny/Cost .

Transportation and Public Facilities 197 1616.200

Health and Social Service* 77 561600

Fish and Game % 502.000

Education Vi 467,500

Public Safety ) 42190

Labor 8 393700

Correction™ 62 334,000

Commerce and Economic Development 2 332500

Legislature 6 282000

Administration 8 214930

Natural Resouroe™ 3l 206MO

Alaska Court System 19 190400

Office of the Coventor 15 15*400

Revenue 15 108400

Environmental Conservation 16 57,700

Law 13 79,200

Military and Veteran* Affair* 9 47,700

Community end Rational Affair* 5 31,900

Total 79 $6433,100

B MArpp»-v B ® TOTAL
. Rttar?, mlcheetr . €rnmm-
wotsm. oo odortr-a A s

Slate nf Alade* IS S 2698 5184*8 2 15,75%40* 5794 79 56433109 50164
University of Alaska [ 2477108 373 73 174070 23445 145 4417409 077
Anchorage School District M 2494400 14109 1Q <00 <21 K03] 2404,900 8474
Kenai Tenlnasla Boroagh School* 3 1410409 31416 u 17400 127% 7 19884 2142
Fairbanks North Star Bomugh Schools 3 734480 1262 Tz *19,70* 59 ® 1454100 18484
North Slop* Bomugh School District 24 300400 12088 19 2090 11406 viv) 517409 1241
IMatanuska-Susitna Bomegh Schoot™ 2 2*7,100 105 16 201*0 12906 vy 497409 11,614
Ketchikan Gateway Borough Schools 19 427400 22474 4 1640 4400 A 443409 19261
lower Kuskokwim School* 18 276480 15461 7 47400 6430 1 5 334100 129M
Jeneaa Borough Schools z 19,70 7409 1 21,00 21,00 5 27,10 7778
Bering Strait Schools 4 61400 1530 13 840 640~ 7 149400 8412
Wrangell City School* 5 33400 7120 4 48500 22425 9 124400 13833
Southmest Region Schools A 92400 15467 3 10408 6400 9 112408 12411
Kuspuk School* 2 M0 15450 5 083 6400 7 64,700 943
Chatham School* 5 M700 12290 1 (108) (1000 6 %4600 10767
Southeast Island Schools 3 49600 16453 1 134*8 13400 4 6290 1375
Kodiak Island Bomagh Schools 2 390 19950 2 3408 190 4 43700 1095
Lower Yukon School District 3 66400 2133 2 (2ra0L (134501 5 KOy} 7,740
naieska Cite School District 2 KOY(00] 1530 1 6408 6400 3 37400 12400
Tout 5 510461100 SIVB5 | i"ns 59406700 5*474 47 51926700 5172665

Srkudult 3 = Sovingt for Employer* wrth Both TRS omd PERS Retirmr*
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The costs incurred by the City and Borough of Sitka (CBS) were attributed to a situation
where the costs of replacemernt em Ioiqees Were higher than anticipated. It was reported to
us that the Borough ssemblly made the decision to Partlupate in RJP based on projections
of salary and benefits for replacement employees that subsequently Broved to be Inaccurate.
When replacement emplorees,were actually paid near or even above the outgoing RIP
pa%rnmpantt’? sa(lzaé)é then all projected savings were eliminated, turning the savings program
Into a cost for CBS.

1989 RIP legislative intent had two aspects
RIP's implementing legislation stated that the program was

intended 10 realize sufficient economies to offset the cost of administration
and henefits to state agencies and other employers resulting from the awarad
of retirement credits and to result IN a net reduction in personal services costs
to the state or other employers during a period of declining revenues.

This intent has two specific parts. The program was to pay for itself (realize sufficient
economies to offset the cost...) and was to provide for savings in personal services costs to
the state (a net reduction in ...).

Overall. 1989 RIP did pav for itself

As discussed Prewously, most of the savings realized under the 1989 RIP were of an
incremental nature. The assumptions, methodologies, and approach that we used to estimate
savings could not practically consider all the variables that could have an affect on the actual
savings realized. And as mentioned, seven of the employers appear not to have realized
savings to offset the costs of their participation.

Despite these considerations, we are confident that the program achieved the first aspect of
its established intent. In our view, on balance, the program realized sufficient economies
to offset the cost of administration and benefits provided as an early retirement incentive.
The incremental savings accumulated by the state agencies and other participating employers
from RIP did, when considered for the organizations as a whole, exceed the cost to the
employer for providing the additional three years of service.
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RIP did generate a net reduction in personal service costs but budget impact is uncertain

We are also confident that state agenmes realized a net reduction in personal services costs,
or savings, through RIP. For the RIP participant positions (also known as PCNs for position
control number in budgetary terms), where replacements were hired in at lower pay, there
was a net reduction. ~State agencies spent, and will prospectively spend less for thee
specific PCNs in the first, second, and third years than they would have, had the RIP retiree
remained as the incumbent,

Doubts are often expressed about the savings generated by RJP because they rarely, if at all,
are reflected in state agency budget requests. Further, the incremental nature of most of the
1989 RIP savings contribute further to this lack of .VISIbI|It?/ in agzency budgets. When
savings are generated through the elimination of positions left vacant by RIP participants,
then the budgetary impact is more clearly reflected in the fewer number of positions in the
agencies' budget requests.

However, when savings are pnmarll(Y due to the incremental difference between RIP
loar.nmpants' personal service costs and those of their replacements, identifying savings for
egislative consideration is more difficult and subtle. Such savings get lost in a blend of
bud%etary incremental adjustments such as those generated by new union contracts, new
?om jons f(tJr new programs, new positions for old programs, adjustments for vacancy and
urnover, etc.

Accordingly, we believe the savings shown for the various state agencies in Schedule 2 on
page 10were realistic, and for the most part, have been or will be realized. However, we
cannot reasonably estimate how much of these savings were reflected in agency budget
re(iuests or remained in year-end balances that lapsed back to the general fund, although we
believe that, to some degree, hoth of these happen.

Savings and program recommendations discussed further in Auditor Comments

In the following Auditor Comments section we offer examples of how state agencies may
be using RIP-generated savings, and discuss how the university is usm? savings for what
they term "budget reallocation™ and "budget reduction™ purposes. We also suggest that the
Ifeg|s|atg|r8 provide for improved monitoring of RIP-generated savings, when considering any
uture RIPs.
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AUDITOR COMMENTS

As concluded in the previous section, we are confident that RIP generated a net reduction
In personal sen'ices Costs (as intended by its authorizing Ieg|slat|on). However, existence
of these savings is met with some skepticism, because they do not appear to be reflected in
state aﬁency operatm% budgets. Often, agencies take advantage of the flexibility afforded
from the reduction of personal services costs to reallocate and use the savings without
legislative budgetary oversight. To the skeptics, and from a conservative budgetary
viewpoint, to the extent this occurs, such reallocations do not represent savings, nor do they
result in a net reduction in personal services costs,

Four examples illustrate how RIP “savings" may have heen used besides budget reduction

For example, consider the net reduction in personal service costs that may or may not be
involved in the following situations:

1 RIP savings are used to hire temporary staff. With the RIP savm?s that an agency
tt)enerates In its personal services budget, management decides to hire temporary workers
0 cany out a special Riject.. The work was important, necessary to the aﬁenc 'S
fungnomnP, but until the flexibility provided by the RIP, the agency never had the
available funding to accomplish the task.

Although RIP generated the savings used to hire the staff and pay the overtime, agency
management has decided how those savings were used. In this instance, RIP é;enerate_d
a savings, hut from a budgetary aspect, none would be reflected in a net reduction In
personal Services Costs.

2. RIP savings are transferred to contractual budget category. With the savings generated
by RIP an agency transfers authorizations from the personal services to the contractual
services hudget category. With this increased funding, the a%enc contracts for some
or all of the services that had previously been performed by the RIP retiree.

Again, in this example RIP has provided savm?s. Through the use of a budgetar
mechanism, even a Net reduction in personal’ Services Costs has been achieved.
However, &s in the first example, it is agency management that is deciding how to
reallocate RIP savings, and from a budget reduction viewpoint, no savings are realized
despite the personal services cost reduction,

3 RIP savings allotted to other.Progra.ms. ‘One difficulty that both we and officials at the
University of Alaska had wi h,esﬂmat!n? RIP savings was the treatment of "budget
reallocation™ savings. University officials reported that RIP provided administrators
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increased flexibility and was used in
part, to reconfigure the instructional
staff at various campuses in response to
student demand (See inset at right).

For example, if an accounting professor
retired under RIP, that position itself
may be left vacant but the savings
generated may be used for a myriad of
other activities.

Again, RIP has generated savm%s, and
to some extent, a net reduction in
personal services costs was probably
generated, hut all was done outside the
Influence of legislative hudget review.
From the budgetary aspect, no savings
were realized, because none were
reflected in the university’s budget
request.

RIP participant’s position is cut. When

RIP  generates savings through

elimination of a position, without a

budgetary monitoring  system, even

these more discrete savings can be

temporary.  For example, an agency

eliminates a position from the hudget

left vacant by a RIP retiree. The

agency has decided to either to absorh

the RIP participant’s workload with

existing staff, discontinue the services

provided by the retiree, or perhaps, &s ,
mentioned ‘above, “contract-out" the tasks. Now, from a budgetary persPecnve, RIP
savings are more readily realized, since agency budget requests are reduced to reflect the
eliminated position.

However, two years later, perhaps under a different administration, management requests
and obtains funding for a "new" position. The new ,oosmon IS needed to Perform all or
most of the tasks that were previously done by the RIP retire*, If funded, the legislature
s re,allocalg&g, probably unknowingly, a portion of RIP’s net reduction in personal
SErvIces COSts.
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Legislature was concerned about RIP accountabhility

The legislature was concerned about the accountability of RIP savings. The program’s
|mp|ement|n? legislation required the Office of Management and Budget (OMB) to submit
annual reports on RIP and its impact each January 15from 1991 through 1994 “The report
was required to provide the

information necessaryfor the legislature to evaluate the effectiveness ofthe progrc i
in achieving its objectives. The report should include information on the designated
organizational units under the retirement incentive plans including the cost of the
retirement incentive program per participant, the cost to the state, the cost to the
employee, the annual budgeted amount by agency for the retirement incentive, and
the projected or actual savings over the three-year period.

The 1991 report, did contain the information specified in the legislation, and we used the
report as a basis for ,developmg the costs and savings included in this report. However, the
costs and data specified and sunmitted does not provide necessary information regarding how
the projected savings were utilized or how they affected the subsequent FY 92 budget.

Either OMB or Legislative Finance should monitor future RIPs

In addition to the report information required by the 1989 RIP legislation, the legislature
should consider directing either OMB or the Division of Legislative Finance to specifically
monitor RIP-generated savings. The legislature should direct one of these agencies to
account for savings generated by vacant positions and the incremental differences in salary
and benefits for various state agency budget request units.

By breaking down and analyzing the budgetary impact of RIP retirees, these budget review
agencies could develop an adéustment factor to be used in budget construction and review.
Such a factor, similar to the adjustments currently made for personnel vacancy and turnover
could be used to reduce agency personal Services budget requests. Such a factor would
reflect the amortization of projected RIP savings over the same time period &s that provided
by additional credited service.

Further, any new positions that may be included in each a.gency’s annual budget request
should be scrutinized in the context of the duties and services formerly Prow ed by RIP
participants. In addition, OMB or the Division of Legislative Finance should review the use
of temporar%/ emploYees and agency overtime to determine if any significant increases could

be attributable to RIP.
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Improved monitorinu would provide enhanced legislative oversight of savings

By implementing such an upfront,

monitoring and control procedure, the UNIVERSITY ALSO USE RIP
legislature could provide greater assurance SAVINGSTORESPOND
that RIP-generated savings are being used TO BUDGET REDUCTIONS

to reduce personal service costs. Further,

such a procedure more clearly identifies the  Unhnratty Offietodt m o rt'XMtadé‘h ttht
amount and impact of program savings. Ugﬁtdaé‘%jgfg?oaa\r/ﬁ% gr%rcaa}at aﬁgcgt_d
BudgeP raductlona. . . "It

Legislative oversight of how the savin%s
generateg frogn IE are used WOUt|d. e Uich fb et "
Improved, and such ongoing monitoring ;.f CII»,., aﬁa ad af CU @C m(ﬂanaal

. 1und spprtpficttom, tha urtivaaUty dtacla
would aflow the Ieg|s|a%ure a decision afgap%ﬁm%n**to cutt%/v*

making role in how savings are to be dgat by

reallocated. fat tha E%OEI ole Ffahadaa a(\gd Ocacn

Sdanc :Sn rt8 % ;\%{:\i E? a CUt at

mora { auppott
Waa not

1990 measure reduced emphasis on savings &N War fara
{ﬁgl?@d Tb}aa aartarlng(%%a[%ett)qtar%x

In 1990 the legislature amended the 1989 than o0 00D, aadm
RIP to allow employees to “make up the

difference™ if the State could not pr(gect a %W uaad btthdt%teilti]rt diraay agrﬁ%\lﬂfi%?

savings for their position. This amendment ~ donarata y . : Af P
E tthﬂe e gfgnml.inating ny QSO %?g”a@tx?é‘?ﬁ' e onatt yrSéLafti%n.

NEL reaucton In Z
o o e 0 ke g et

anc
personal services costs for those employees. It RKqutfcnhM garaonal %araibcag areld
and aatiartaatha cowaanrathra budgetary
Oth,erwi's"é"éIggib'lé'é'm'ﬁlby'é'é'S',"Tor whomno nmhmm - °" " ’
sav;ngs could be projected over a five-year
period, could now participate in RIP

b
paying off the State’s projected costs. chordingly, under the legislation the State just
'hroke even” on 78 additional participants, realizing no net reduction in personal Services
Costs for those individuals.

From legislative committee minutes of the testimony and discussion of the.amendmg
legislation, the primary concern afopeared to be one of equity. From testimony an
discussion it seems the intent of the legislature was to allow all state employees that met the
basic e I|%|b|l|ty criteria an opportunity to participate in the program, regardless of the savings
that might be generated from their particular situation,

ALASKA STATE LEGI3LATUEE - 16- DIVBION OF LBHSLATIVB AUDIT



RIP reduces personal services costs, central issue is who decides how savings are used

In summary, concerns about savings generated by RIP are often misdirected. RIP. if
structured appropriately, does generate personal service cost savings. Skepticism of the
program is not so much attributable to an absence of any real savings, but rather exists
because the current budget review process does not adequately track and reflect economies
generated. Only if there are major lay-offs and budget cutbacks, do savings generated by

RIP become readily apparent in state agencies' budget requests.

This lack of a developed budget control process, limits the legislature in performing its
oversight role. Decision making is transferred to agency administrators. They get to decide
how to reallocate or use RIP savings, with no specific legislative inquiry or direction.
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EMPLOYER COMMENTS AND DISCUSSION
The opening section of the 1989 legislation that implemented RIP stated that

since it may be necessary for state agencies and other employers who participate
in the state retirement systems to reduce their personal services costs because of
declining state revenue, reimplementation ofthe f retirement incentive program
encouraging employees to retire voluntarily, will reduce the hardship of layoffs,

However, as it turned out, concerns about layoffs and declining revenues proved, for most
employers, not to be a critical factor.

Stable fiscal conditions and prior RIP may have reduced need for staff cut savings

As summarized in the Report Conclusions section, most savings generated by the 1989 RIP
were due to the incremental difference in the Personnel costs of retiring workers and their
replacements. A comparatively small part of the savings on a statewide basis were due to
the reduction in public employment. We surmise that savings generated by the elimination
of positions were minimal because of two factors:

1. The fiscal situation was better. The fiscal situation faced by the State of Alaska, most
local governments, and school districts proved not to he as adverse as had been
anticipated when the merits of the 1989 RIP were being debated. As a result, there was
not as much pressure or need to eliminate positions in order to meet demanding budget

cutbacks.

2. The impact of the earlier RIP. If local governments and school districts had an
excessive number of positions, their management likely took full advantage of the earlier
1986 RIP to reduce the number of employees. That RIP was implemented at a time
when hoth the fiscal situation and pm]%ects at all levels of government were more
problematic. With the advent of the 1989 RIP, local governments and school districts
Were in a situation where all or most retirees necessarily had to be replaced.

Three employers criticize RIP as causing "brain drain” and being a costly alternative

Three of the participating employers surveyed in the course of our review expressed two
common complaints regarding RIP. One is the concern over the loss of experience,
sometimes referred to as "brain drain." Another emﬂloyer—expressed concern was that RIP
IS sometimes used "as an easy way out," and that other, less costly alternatives to reducing
personnel costs were not heing considered.
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One respondent wrote that his local assembly was

not thrilled with RIP.  This notable lack of enthusiasm was due to the potential loss
g;dgﬂgnctgrm employees — the real loss to the organization of those years of

Another local personnel officer observed that snow removal in his community had been
adversely affected by the loss of exFenenced snowplow operators. Increased property
damage to mailboxes, taking more time to clear streets and improper maintenance of
equipment were all “hidden” costs of losing experienced employees to RIP.

Another local government participant responded that

Any net savings identified in this study is an imaginary figure. There exist other
alternatives to personnel cost reductioni not peing [considered]. My beliefis that the
most favorable outcome of a RIP is that it may be used as a tool to encourage
selected employees to terminate emﬁl_oyme,nt en the government is unable Or
unwilling toachieve this result through intelligent and sound personnel management.
It's an €asy way out.

Auditor discussion -The loss of experience and “prain drain” are concerns that have been
expressed during legislative deliberations and consideration of RIP. In some situations, as
discussed next In this section, the partmpatm? employer often welcomes the increased
f|EXIbI|I'[¥. and new ideas brought in by new employees. But for some areas of service, such
as operating heavy equipment, the loss of experience can be more telling.

The second criticism, we think neglects one of the other stated as?ects and Purposes of RIP.
RIP was deagned in_part to mitigate the social hardship of layoffs. The legislature felt it
was good public policy to have people in the communit rece|vm%.ret|rement payments
rather than having a like number recewmgz unemployment checks. Given these additional
program aims, RIP cannot be judged strictly on a cost-henefit hasis.

In our view, the legislature recognized that under RIP, it would cost money to reduce staff
compared to ach|evmg1 the same goal through lay-offs at little or no additional cost, but with
greater negative social impact. The 1989RIP, as it turned out, was implemented at a time
when across-the-board layoffs and cutbacks proved not to be a widespread necessity. In
these circumstances, the costliness of the program become more evident, and its Social
benefits were obscured.
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RIP provides increased administrative flexibility

Early retirement incentive programs have other benefits beyond costs savings. These
?rograms can be used to achieve important non-financiai goals Such as increased managerial
lexibility in restructuring operating procedures, in .,makm% romotions, and an increased
abw to maintain a balance in the a?e and composition of the workforce (something that
might not occur with seniority-based fay-offs).

The 1989 RIP did produce other benefits beyond the estimated cost savings. One school
district in responding to our survey commented that

RIP allows us more flexibility. We give our teachers tenure, RIP. allowed us
flexibility in our stafﬂn(r). - AlSo now 4 district can establish new directions for
prograns that was nearly impossible to pursue with long-entrenchedfaculty.

Both the Anchor.aﬁe. School District (rASD). and the university reported that RIJP provided
administrators with increased staffing flexibility. Both the university and ASD grant tenure
to their professors and teachers, respectively. One benefit of RIP was that it allowed the two
organizations to replace tenured faculty with entry level instructors and teachers without
tenure. As a result, it was easier to reassign and transfer instructors without having to
conf?der the limitations and restrictions that are involved with the prerogatives of tenured
staff.

Fairbanks school board feels that repeated RIPs disrupts recruitment

In a September 1990 resolution (See inset on next Page), the Fairbanks North Star Borouqh
School Board expressed its concern over the need for, and the impact of, repeated RIPs. In
adQPtmg a resolution opposed to the creation of another RIP program the hoard felt that
while the program assisted schools in responding to fiscal emergencies, that its repeated use
when there was no crisis is disruptive to normal teacher turnover and harmful to
recruitment.

As reflected by the resolution the board felt that teachers deveIOfo expectations that another
RIP will eventually be offered. This expectation encourages employees who might normally
retire to postpone doing so until the next RIP. The number of retirees then accumulate and
when a RIP is offered, all leave the district collectively, causing havoc in teacher recruiting
and a major loss of experienced personnel all at once.

Auditor discussion - The 1989RIP program was designed to maximize "“local control." The
decision whether to participate is made at the local level, as is establishing the criteria for
which employees may retire. To some extent, this local Oﬁtmn flexibility has led to what
some may consider are abuses of RIP. Rather than using the program to lessen the impact
of layoffs and realize savings, some employers used RIP as a means to provide additional

ALASKA STATE LEGISLATURE '21 - DrVBJON OF LEGISLATIVE AUDIT



FNSBSO BOARD OPPOSES IMPLEMENTATION OF RIP
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compensation and consideration. Under our reading of the 1989 legislation, such use of the
program is permissible. RIP is a "take-it-or-leave-it" program in whmh,emplozers can
structure their participation in the program in any manner they wish within the broad
confines of the program eligibility requirements.

"'Speed-upa scenario is a drawback to RIP’s goal to save employers money

The "speed-up" scenario has been generally recognized as a drawback to RIP. Providing
incentives may ,sh)eed up the retirement of Individuals who would have retired in the near
future with or without an added incentive. Under RIP, the employer must pay the added cost
o{ provut:img thte incentive even though the employee would have eventually retired anyway
at no extra cost.
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Two participants cite impact of the "speed-up™ scenario in criticizing estimated savings

Some employers contacted during the course of the review pointed out that the savmgzs
estimated using our assumptions and approach tended to inflate totals. In their comments
they cited the “'speed-up" scenario as contributing to an overstatement of savings. One
employer commented that under the formula we suggested be used to calculate savings or

costs that

Savings for_ our school district are based.on a "boguslassumption. What is not
considered is when would have these Individuals have normally retired if there had
beennoRIP, Itis Ross|b|e that the individuals would have retired anyway,[without
the school district having to pay any additional RIP employer contribution costs.]

Another district commented that normal retirement would generate far greater savings for
each district. The cost for RIP has to be budgeted for, While the "savings™ are usédfor

other purposes.

Auditor discussion -Under the methodology used in this report, participants who would have
normally retired would generate a certain amount of savings over the costs involved to
Rrowde the three additional years of service. Had they retired without RIP then there would
ave been no additional employer costs involved, and the district would have realized even
more savings, either by eliminating the position or replacing the retiree with a lower paid

replacement.

It is likely that some of the almost 1,800 RIP participants would probably have taken normal
retirement, involving no additional contribution from their employer. We acknowled%e that
this normal retirement factor does overstate our savings estimate, ut there was no practicable
way for us to calculate its effect and adjust our estimates accordingly.
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NOTES TO SCHEDULE 1

Note 1-General Assumptions. Methodology, and Approach to Develop Estimates

Unless otherwise discussed in a specific note, the estimated savin(t;.s or costs presented in
Schedulﬁ 1on page s were calculated using the following assumptions, methadology, and
approach:

1 Savings and costs totals represent projections over a three year period.

2. For most participants, the calculations of estimated savmgs or costs reflect the projected
costs of salaries and benefits for both the PIP retiree and "heir replacement. However,
some employers used salaries only as a hasis for their projections and estimates. In any
event, for any one part|0||oant’s calculation the same hasis was used for both the retiree
and the repldcement employee.

3 In addition to the administrative costs involved with each RIP participant, the estimated
savings/costs also reflect any administrative fees paid by the employer for individuals
who were eligible for the program but did not participate.

Note 2 -State of Alaska

Savings presented for the State of Alaska represent a combination of projected savings. The
total includes hoth:

1 Three year projected savings for individuals who qualified and participated in the initial
RIP program.

2 Net savingg Brojected over a five year period for individuals who participated under the
amended RIP é)rogram. According to OMB records, 78 of the State of Alaska's 739
participants did not generate any savings, and accordingly do not contribute to the total
savings of $6,033100. The table helow summarizes savings estimates and the number
of participants for hoth the 3-year and 5-year periods

Participants Savings
3YEAR PERIOD A7 $ 5131400
5YEAR PERIOD 12 901,700
TOTALS [£Y) $ 6033100
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Note 3 -University of Alaska

We reduced the savings for the University of Alaska by more than $ 4.900,000 from
estimates developed bg the University. The adjustments were made in an effort to make the
totals more comparable with those developed bY the State of Alaska for their RIP
P savings of $9,240,700,

A large portion of these savings total was attributable to extended vacancies in the RIP
Pamupant positions that were eventually filled. Further, the university noted that some of
he "savings" were actually reallocated t0 other staff and programs rather than being used to
offset budget reductions \Assee inset on page 14 for discussion of the university’s budget
reallocation proqessg. e hased our adjustments on salary, vacancy, and “hudgetary
information provided to us by the university.

participants. The university originally calculated R

Note 4 - Anchorage School District (ASD)

In calculating savings estimates for TRS participants, ASD used the average, district-wide
teacher and administrator salaries as a hasis for the replacement employees’ salary and
benefit costs. Since a large segment of the reflacement teachers were actuallg first’year,
newly hired teachers starting at or, near the entry level pay scale, use of the district-wide
average is conservative in that it would tend to understate the estimated savings.

ASD’s estimated savings as listed in thescheduleare based on three year projections. The
district also prtyected savings for a five year period. ASD’s  five-year projectedRIP savings
breakdown as follows:

Retirement System Estimated Savings
TRS Participants $6578000
PERS Participants 528000
Total 5-year savings projections $7106,000

Both the 3-year savings lifted in the schedule on %%%e s and the 5-year savings summarized
above, have been reducf to reflect almost $673000 that the district paid out as retirement
incentives. Depending . a when parUuPants retired, they were eligible for payments of 2.5%
to 5% of their salary <nd from $50 to $100 for each year of service as an incentive to
participate in RIP.
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Note 5 -Kenai Peninsula Borough Schools (KPBS)

Although KPBS had thirteen fewer participants than the Fairbanks North Star Borouqh
Schools, the district had $400,000 more in estimated savings. This difference was lar eY
a result of KPBS not replacing some of their RJP participants, whereas Fairbanks filled all
the teaching vacancies left by the participating employees.

Note 6 -Fairbanks North Star Borough School District fFNSBSD)

In estimatin sa\(ingzs. FNSBSD used the average salary and henefit costs for all newly hired
teachers for the first school year following the RIP period. For PERS participants, FNSBSD
used the actual Salary of me replacement employee as a basis for projecting the savings
generated by he RIP participant.

Note 7 -City of Fairbanks

More than $580,000 of the projected savings were generated from the city not replacing four
individuals who participated inRIP. Thirteen of the twenty-two participants were from either
the city’s police or fire departments. At the time theSe 13 individuals retired, the city
consolidated its police and fire protection functions into a single department of public safety.
Man¥ of these 13 retirees were high ranking officers, whose command and management
functions were combined and restructured as part of the consolidation process.

This consolidation of command responsibilities made it difficult to determine which retiree
was replaced by which ﬁromoted officer. Thus, it was not practicable to match these
promoted individuals with the outgomg RIP retirees. However, the city is certain that
available funding was used to recruit and hire entry level officers into the new public safety
agency. Accor mgly, they based their estimates of projected savings on the difference in
salaries and benefits between the retiring officers and these entry level recruits.

Note 8 -North Slope Borough School District (NSBSD)

In calculating savings estimates for TRS participants, NSBSD used the avera?e, district-wide
teacher salary as a basis for the calculating the replacement employees* safary and benefit
costs. Since a Iarttle se?ment of the replacement teachers were actually first year, newly
hired teachers star mg{ at or near the entry level pay scale, use of the district-wide average
IS conservative in that would tend to understate the estimated savings.

Note 9 -Matanuska-Susitna Borough Schools (MSBS)

In calculating savings estimates for TRS participants, MSBS used the average, district-wide
teacher salary as a hasis for calculating the replacement employees’ salary and benefit costs.
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Since a large segment of the replacement teachers were actually first year, newly hired
teachers starting at or near the entry level pay scale, use of the district-wide average is
conservative in that it would tend to understate the estimated savings.

Note 10 -North Slope Borough (NSB)

For all but one of NSB’s 12 RIP participants, estimated savings are based on three-year
projections. The other individual’s savings are estimated over a five-year period.

Note 11 -Calculated Estimates for Nine School Districts not responding to our survey

We developed the estimate of savas for nine school districts which did not.resPond to our
survey. For these districts we calculated savings for their RIP participants usm? he ayera%e
participant savings for all districts who did %‘(%Jnd to our survey. Savings from districts
calculated u3|n7q5 this approach totalled to $860800 (3% of the total estimated savings
statewide) for /5 RIP participants (4%). Districts for which savings were calculated using
this approach were:

Yy Sateaian

Dfebfct Jah¥p n ¥ - {:aSrLcriai L e

X. < Imrm  mukwum, I 1 <*ac*>
Lower Kiakoknhn School* 18 $2763%2 7 $47386 $324,000
Bering Strait Schools 4 61,436 3 88374 149,800
Southwest Region Schools 6 92J54 3 20394 112300
Detta/Gredy School* 1 107313 0 - 107500
Kuspuk Schools 2 30,718 5 33390 64,700
Unslash* City School Dinrid 2 30,718 1 6,798 37300
loHarod Area Schools 0 . 5 33390 34,000
Nenana City Schools 1 15359 0 of- 15,400
Skagway Cily School 1 15359 0 o- 15400

Note 12 -Matanuska-Susitna Borough

For all but two of the horough’s nine RIP participants, estimated savings are hased on three-
year projections. The other two individuals’ savings are estimated over a five-year period.
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Note 13 - Kenai Peninsula Borough

Almost $200000 of the borough's $224900 in estimated savings is attributable the
elimination of one management position.

Note 14 -Citv of Hoonah

More than $30000 of the city’s $118000 in estimated savings is attributable to the
elimination of one position.

Note 15-Citv of Kodiak

Estimated savings are based on a combination of three-year and five-year projections. Two
of the RIP participants’ savings are based on five-year projections.

Note 16 -Fairbanks North Star Borough

One of the individuals" estimated savings are based on a three-year projection while the other
IS based on a five-year projection.

Note 17 -Bristol Bay School District (BBSD)

The estimated projected savin([;s for BBSD of $14,600 reflect an additional cost of $10144
retirement bonus paid to the RIP participant. The bonus represented 21% of the participant's

annual salary.

Note 18 -Citv of Ketchikan

As related on pa?e 7 of the report, if the City of Ketchikan can collect from its one RIP
participant, it will realize a projected estimated savings of $20,200. However, as of the date

of uiis report, the city has not collected the employer costs that it conditionally paid on
behalf of the city’s participant.
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