




lf "'USE COMMITTEE R E P O f  ’
( i i )
Date R cV rcd : May 5. 1995 FURTHER REFERRALS:

Date o f Con\piitcc Action:

The RN A N CE  Committee considered: CSSB MH(RLS) amfefd fld l

CS FOR SENATE ty JX  NO MH(RLS) amtcfd fld )
STATE EMP DEFINED CONTR IB RET IREM ENT PROG 

An Act relating to con tentions and benefits in the teachers' retirement system and in the public employees' 
retirement system; re lahnX o  retirement incentive programs for the public employees' retirement system and 
the teachers’ retirement system; relating to separation incentives for certain state employees; repealing a 
provision permitting the Naiiolud Education Association to participate in the teachers' retirement system."

recommends it lie replaced [ ) the same title
with the fo llow ing committee substitute I I a new title

( | additional rc fc rrjl t o  V  Committee
( | attached amendment!*)

A D O PT S : Letter o f Intent

ATTACHES NEW  FISCAL NOTE(S): APPROVES PREV IOUS;
I I fiscal notels) ________________________  I ) fiscal note(s) ___________________________________

I I fiscal notc(s) _________________  | | re to fiscal note(s)

S IG N IN G  WITH RrrOMMfNOATIONS

CHA IR 'S SK IN  A D R  L



FISCA L NOTE

"!evis;on Dale:  _____________________
Title: A n  A c t r e la t in g  to  c o n t r ib u t io n s  a n g  b cn cM *-. in ib e  

retirement Sfilrm arm me pupiic *mDloyo«»< 
S o o n s o r  S e n a t e  F in a n c e  C o m m it te e  
R e q u e s t o r . ______________ _______________________________________

STATE O F  ALASKA
1995 LEG ISLA T IV E  SESS IO N

B IL L  NO. CSSB 1*18 fR L S l) 
M andatory Tier I I I  "

Department Affected Administration_________________
SHU Retirement 8 Benefits___________—
Component Retirement f, S c n e f i t s ______________
COMPONENT SERIAL NO. 3±

EXPENDITURE S/REVENUES;
OPERATING EXPENDITURES FY 06 FY 07 FY 98 FY 99 FY 00 FY01

: PERSONAL SERVICES 497 5 497 5 297 7 109 7 109 7 189 7
TRAVEL 80 80 30 10 30 30
CONTRACTUAL 20 4 25 1 172 16 5 16 5 16 5
SUPPLIES 13 2 30 2 1 2 1 2.1 2.1
EQUIPMENT 110 0 00 00 00 00 00

i -AND A STRUCTURES 00 00 00 00 00 00
3RANTS. CLAIMS 00 00 00 00 00 00
MISCELLANEOUS 00 00 1 00 00 00 0 0
TOTAL OPERATING 665 9 533 6 320 0 211 3 211 3 1 211 3

0 0  I 0 0  ICAPITAL EXPENDITURES 00 I 00 00 I 00  !

CHANGE !N REVENUES f .» ! ■ 9.9.1. 0 0 I 222. 222. 222. 211L
FUND SOURCE: (Thcusards of Dollars)
1002 Federal Rccerpts 00 00 00 00 00 00
’CO3 GP Malcn 00 00 00 00 00 00
•004 GP 00 00 00 00 00 00
•005 GP/Program Receipts 00 00 00 00 00 00
•C06GPTMHTIA 00 00 00 00 00 00
DTFtgR 66S9 533 6 320 0 211 3 211 3 1 211 3

TOTAL 1 . .  533.5 3299 2*1 3 211 3 ! 2ii 3
Estimate of any current year (FY15) cost zero
-ULL-TIME a 4 4 ■ 4 - r 4 4
4MNT.TIME 0 0 0 0 0 0
*PMPC«AHY . ? ? 3 9 ! .9 9
ANALYSIS: (Attach a separate page if neccwa/y ) Thu actuarial ccsa tc patfopaflng employers due to the recrement 
ticar.trvo program are to Sc pad up front ana no add.bcnal rests to the v^Uems aro jr.tcpatoo An admmistraffve charge 
’or paracxpabng employers wJI cover tho increased costs of admm/slcnng the program The bail **.11 also estaWah a thrd 
>er n  both tho PERS 4 TRS for employees first heed aher March 31.1590 The cost as a percent of salary for PER5 and 
"RS employers first heed after March 31. *996 a estsmatec to be 5 5% Please refer to the attached graphs for a 
complete mptanrftoo

** Thrs fiscal note would be appropriate rf the changes represented in CSSB 14«(RLS) were mandatory for all 
employers under PERS and TRS.

P'eoered by, 
£*rt&cn

c/jfofryi r  $utr*k# s lU u s T * ' r/U ~ {usY^
y . t y g r a *  i     y

PNyve
Cate

Apcrcved ty Corrvrnftvonw 
*<5**Y P««rtme^o/Ad>TWWtr»or> s t e m

Be» 01V5
PREPARER TO PRCVtCE ALL 0«STR«UTlON CCPlES TO GOVERNOR̂  LEGISLATIVE CFHCE 

For Vove' ORtnbû on erformason. cal the GowmorY i t ci



STATE O F  ALASKA
1995 LEG ISLA T IVE  SFSS IO N

F ISCAL NOTE
B IL L  N O ^  CSSB H 8 (R LS ) 

Mandatory H e r I I I

FY 1997 FY 1998

TRAVEL
Traveling to various tocauons throughout the state 
to counsel prospectrvc retirees and grvc seminars

CONTRACTUAL
Communication (Telephone. Postage)
Mamframe Computer Time 
Software Maintenance 
TramingvRak Management 

Total Contractual

S 80

14 0
97 
33 
1 4 

28 4

S 8.0

14 0
9 7

1 4
25 1

S 30

96
62

1 4
172

SUPPUES
Office Supplies. Calculators, sot ware 13 2 3 0 2.1

EQUIPMENT
Computer Workstations 44 3 0.0 00
Fite Cabnots (2) 1 6 0,0 00
Gffico Chairs (3) 56 0.0 00
Microficno Viewers (11) 55 00 00
Cffico Workstations 20.0 00 00
Computer/Network Pnr.ters 12.0 00 00
Computer Network Upgrades 21 4 0-0 00
Telephone Unit (11) _ i § __£L3 _SL2Total Equipment 1113 -1SL - 1 2
TOTAL OPERATIONS COST $655 9 S533 5 S320 0

Tho rotremcnt technicians. rcOremont -.tecxaUsts. accounting tcchnioans. and un&ng clerks need constant access 
to the PERS and TRS computer Wes We do not have any excess terminals, microfiche viewers, or calculators Our 
equipment request wd sato-V our equpm«rnt needs for tho dum&on of this program We propose the purchase of personal 
computers to be used as fermtnafs because they will be compatible vsflh the drvn-on's local area network.

Wo are also proposing the purchase of two additional romputer printers. The previous RiPs put a great demand on our 
•sssfing pnntefs and we were always in a state of backlog Cur current day-to-day pnnter needs manmtre the capacry of 
our enssng pmters After comparing tho cost of Vasng porters for two years, coupled with our onscng needs, purchasing 
new pnnters would be more cost effecove.

Ail adrrumstraive costs of the program w.l bo pad m advance by parbopabng employers as required by the bit

Fyng.ng s^ rce  Breakdown fpr FY igy,:

1929 PERS S3*J2
1034 TRS 299 7

J645 9



FISC A L NOTE

STATE O F ALASKA
1995 LEG ISLA T IVE  SESS ION

Hill Version: 0 ^ * 5 3  A ^ 1?  P j S  
(S) Publish Date: O

Revision Date _____________________________
"tie An Act 'plating to '•prtnbutions .mo cencMs <n the 
•e.lCherV retirement yr.ltm jr>d in the C'-jtHiC employees'
Joonsor Senate Finance Committee______________________
Requestor_________________________________

Department Affected Administration 
BPU Retirement I  9eneMn 
Component Retirement j  8 eneMS

COMPONENT SERIAL NO.

EXPENOITURES/REVENUES: (Thousands of Ooilars)
OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FYOO FY 01

P£RSONA_ SERVICES 835 5 835 5 635 7 527 7 527 7 52* r
"RAVEL 60 0 600 55 0 52 0 52 0 *2 0
CONTRACTUAL 1 536 9 931 8 923 9 923 9 923 9 923 9
SUPPLIES 20 4 5 1 39 39 39 3 9
EQUIPMENT i86 0 00 00 00 00 00
tAND 4 STRUCTURES 00 00 00 00 00 00
GRANTS. CLAIMS 00 00 00 00 00 00
MISCELLANEOUS 00 00 00 00 00 00
TOTAL OPERATING 2 638 8 * 832 4 1 518 5 t 507 5 1 507 6 1.507 5

r CAPITAL EXPENDITURES 00

skance in revenues .i„ l J J - L J2JL 0 0

*C02 Federal Receipts 
*003 GF Matcn 
1C04 GF
QC5 GF/Program Rece-cts 

•OOGGF/MHTIA 
OTHER

00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00

2 638 8 1 832 4 1 618 5 1 507 5 1 507 5 i 507 5
TOTAL . .  , 2.538 8 *.932.4 *510 5 * 507 5 V 507.5 *.507.5
Estimate of any current year (FY 95) cost: rero■ 1 ■ ■=L'LL-TIME 10 10 10 10 10 to
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 9 1 0 0 0

ANALYSIS; (Attach a separate page >1 necessary |
The actuarial costs to paroopabng cmp#overs duo to tho robromonl mcenbvo program arc to bo p.ud up front and no 
adddonal costs to tho systems aro an&opatod An adm*mstfafcrvc charge for partiopubng employers wul cover tho 
ncrcased costs of adm»mslenng the program

The cost as a percent of salary for PERS and TRS employees first hired after March 31 1596 «s estimated to bo 5 5N 
Ptoase refer !o the attached graphs for a complete c*.prannt>on

 A___________ ._______  Care
P'»Mredt)y Rgperif. S’J»If»g,
-•***»  p y y t ry - i i -B r t ia
Apcrorod by CarnrrvMnor*'
A;^cr Department o* *v**»UtaM>

«r* 9M>5
PQEPAPEP TO PRCVCE a l l  CrSTRiOuT'CN COP*ES TO GOVERNOR'S LEGISLATIVE O FFCE 

Per further 3Vrcxw>n oformaeon ca* the G«?ve»i*cr « L ♦-yvac*.* C*>c# P»ge _*C

iI



F ISCAL NOTE
STATE OF ALASKA

1795 LEG ISLA T IVE  SESS ION
8 IL L  NO. CSSB 148(KLS )

ANALYSIS (continued)

’ he Ml cremes a recrement incentive program (or the Public Employees' (PERS) and Teachers' (TRS) Retirement Systems 
n addition, it allows for separation bonuses for state employees Authorization of a RIP for Stale employees could begin as 
early as June 30. 1995 or as iato as June 30. 1998 RIP eligibility periods for state employees would bo designated by tho 
Commissioner of Administration RlP /endow ponods would last from 30-80 days. Tho University of Alaska may adopt a RIP 
between June 30. 1995 and Juno 30. 1998 Participating PERS political subdivision employers may adopt a RIP between 
October 31. 1995 and October 31. 1996 Active PERS and TRS members could retire on an accelerated basis with an 
ncreased benofit under tho following conditions: at age 47, if vested; with 17 years of service as a qualified peace officer. 
*.*e lighter or teacher; or with 27 years of credited service in tho PERS. Before qualifying for an accelorated benefit, howovor. 
•he member must pay a lump sum indebtedness payment or take an actuanal reduction from their lifetimo benefit for tho 
ndobtednoss amount,

.Vo estimate that ten permanent employees will bo needed to manage tho operations of tho program and increased service 
derr;r ids *ito tho future. Nine long term non-permanent employees will also be nuedod over tho next two fiscal years, with 
three of thosp to remain for the third fiscal year Personnol will handle increased counseling, address and oonoficxary 
changes, account maintenance, and other services. Subsequent increases in tho number of retirees will necessitate 
ncreased permanent employees to handlo the increased demand for information and services

.Vo estimate that wo will need to increase our normal number of counseling trips by 17 trips over tho nod two fiscal years 
to assure that members and employers understand tho options and requirements of tho programs

~his tHil also creates a third tier n the PERS and TRS Tho maior provisions of tho third bor will. 1) lower tho employee 
contnbjtnon rate. 2) increase the service based retirement requirements. 3) set the benefit mulbptier at one and one-half 
percent for ail years of service m 4) makes dopendent medical coveraqo puchasabto by the retiree. 5) olimmates the 66 2/3 
ast survivor option, ana 6) eliminates tho Level Income Option for PERS.

•“'owwer. tho t>Qgest change is that ber three, mandatory for stato of Alaska and the University of Alaska, is elective for all 
ether employers Also, when determining employer contribution rates, bor one and two will be determined separately from 
her three Previous changes to the retirement systems havo been mandatory

"he total estimated administrative cost to the Orvryon by ftscnl year is as follows

i’ * j»  i



FISCAL NOTE
STATE OF ALASKA

1995 LEG ISLA T IVE  SESS IO N
B IL L  NO. CSSB 14HIRLS)

PERSONAL SERVICES
FY 1996

FV <996 FY 1997 FY 1998

1 Analyst/Programmer IV S 62.4
2 Accounlant III 1172
2 Retirement A Benefits Spec II 1172
2 Retirement A 3onofits Spec 1 103 0
1 Accounbnq Tech 1 45 5
2 Retirement A Benefits Tech II 32 4
4 Retirement A Benefits Tech II (NP) 140 8
3 Accounting Clerk III (NP) 100 8
2 Admin Clerk 1 (NP) 58 2
TOTAL FY 1996 COSTS

FY 1997

1 Analyst/Programmer IV S 62 4
2 Accountant III 1172
2 Retirement A Benefits Spec II 1172
2 Rotiromont A Benefits Spec 1 103 0
1 Accounting Tech I 45 5
2 Rcbromont A Benefits Tech II 02 4
4 Rebrement A Benefits Tech II (NP) 148 8
3 Accounting Ctork III (NP) 100 8
2 Admm Clerk I (NP) J U
TOTAL FY 1997 COSTS

S835 5

SS3S5

FY 1998

1 AnalyslProgrammcr IV S 62 4
2 Accounlant III 1172
2 Rctrcment A Benefits Spec II 1172
2 Rebrement A Benefits Spec 1 103 0
1 Accounang Tech 1 45 5
2 Retirement A Benefits Tech II 82 4
2 Rebrement A Bonoftts Tech 1 (NP) 74 4
1 Accounting Clerk 1 (NP) 1 1 9
TOTAL FY 1938 COSTS . .

3. if i .



STATE O F  ALASKA B IL L  NO. CSSB 148(RLS )
1995 LEG ISLA T IVE  SESS IO N

F ISCAL NOTE

TRAVEL
Travolmg lo vanous locations throughout tho state
to counsol prospective referees and grvo seminars. S 60 0 S GO 0 S 55.0

CONTRACTUAL
Communication (Tolophono. Postage) 23.4 23 4 19.0
Actuanal Services 240.0 240 0 240 0
Computer System Upgrades 600 0 0 0 0.0
Legal Services 110 0 110 0 110 0
Audit Sorvtccs 40 0 40 0 40 0
Leaso Spaco 500.0 500.0 500.0
Mamframo Computor Timo 15.0 15.0 11.5
Software Maintenance 5.1 0 0 0.0
Trammg/Rtsk Management 3 4 3.4 3.4
TOTAL CONTRACTUAL 1.536 9 931 8 923 9

SUPPLIES
Office Supplies. Calculators, software 20 4 5.1 3 9

EQUIPMENT
Computer Workstations 68 0 0 0 0 0
File Cat>nots(10) 4 0 0 0 0 0
Office Chairs (17) 10 2 0 0 0 0
fAcroficho Viewers (17) 10 2 0 0 0 0
Office Workstations 50 0 0 0 0 0
Computcr/Notwork Pnnters 12 0 0 0 0 0
Computer Network Upgrades 2 1 4  n.0 0 0
Telephone Unit (17) 1Q.2 0 0  SJ2

Total Equipment 0-Q 0-0
TOTAL OPERATIONS COST S2.638 8 51.832.4 S1.618 5

Thu retirement technicians retirement spooatists. accounting technicians. and accounting clerks need constant access 
'o the PERS and TRS computer files We do not have any excess tormmafs. microfiche viewers, or calculators. Our 
Njupment request vwl satisfy our eqixcrnent needs for tho duration ol this program We propose tho purchase Of personal 
computers to bo uvxl as terminals because they will be compatible with the division s local area network

«Vo are also proposing the purchase of two additional computer pnnters The previous RlPs pul a great demand on our 
•using printers and we wero always m a stato of backlog Our current day-to-day pnntcr needs maomt/o tho capacity of 
our costing pnnters After compering the cost of leasing pnnters for two years, coupled with our existing needs, purchasing 
iew printers would bo more cost effective
Ail a<jmirvst/ativi> costs of the program wul be pad m advance by participating employers as required by the txJI

EuofltaLSauiia J3is aMyytnJgtfYJggft

1029 PERS S1.451 3 
1034 TRS 1J-9L5

5 ?  0 3 8  8

l '* 3 "  J -  4*



STATE OF ALASKA TRS
TIER 3 PLAN PROVISIONS 

COMPARISON OF TOTAL EMPLOYER CONTRIBUTION RATES 
(% of Pay)
1G%

so m u r
Ciiuonl TR S  {£ ]  Tier 3



STATE OF ALASKA PERS
TIER 3 PLAN PROVISIONS 

COMPARISON OF TOTAL EMPLOYER CONTRIBUTION RATES
(% of Pay)
16%

M %

12%  

to%

0%

G%

<1%

2%

0%
FY93
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,V T .

STATE OF ALASKA (S) Publish Dale: S - 2 - q 5
1995 LEGISLATIVE SESSION

• •

Revision Data:___________ _______________________ Doparimonl Affocled: Administration______________________
Lao: ‘An Act rotating to conlnbuuons and bonofiis.-/_______  GRU: EmanSfl___________________________________
______________________________________________ Compononl. E-nance  __________
Soonsor Senate finance_____________________________________________________________________________
Requestor: _____________________________________  COMPONENT SERIAL NO. J52______________________

'  FISCAL NOTE (  mu »mte: M  S l S

EXPENDITURE&REVFNUES:_________   (Thousands of Dollars)
OPERATING EXPENDITURES FY 96 FY97 FY 98 FY 99 FY 00 FY 01

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

11 - 19 1 196 98 00 00

TOTAL OPERATING t9 i 19 i 196 90 00 0 0

CAPfTAL EXPENDITURES. 1 J - I J_L _2 L

JIMANGE IN flEVENUES 1 _L o

• 002 Federal Receipts
C03GF Ma:cn

, ‘C04 GF i9.i 19 i 196 98 00
*005 GF/Program Repots 
'006 GF/MHTIA

I OTHER
, TOTAL . ____  ______ J (Q 1 •9A ’9 6 9 8 00

Eatimata of any currant year (FY 95) coat: i  •<)•

FULL-TIME
PART-TIME 1 1 1 !

1"EMPORARV
ANALYSIS Anacn a - paqo <i nacatw ry )

I See attached

a-tMioOOy
C vton  f-«*TC9____

O o

A;<NUNr«Mj t»y Comrrvt^onar MaA I
QL&aatti

p*or* _4fcl21iQ_ 
Data

OREPAHER to PROVIDE All OiSTRfBuffC^COP'ES 'O GOVERNORS LEGISLATIVE OFF'CE
For *g', rsw 4ttnOu*.on <fA3rmaM>n r jt l tr«Go%arror i  tA $ •. Jt-«» 0»Vo

R#» Ol9t» P * }* J__CT 2*



I

P R E S S  E N T E R  T O  C O N T I N U E
0 4 / 1 8 / 9 5  P e r s o n a l  S e r v i c e s  C o s t  C a l c u l a t i o n s  O e t a i l

P o s i t i o n :  02-0 2# 167 
C o m p o n e n t :  0 2 - 9 5 - 0 ^ - 0 4 - 0 0 - 0 0  
S c e n a r i o :  2  F Y :  96

P r o j e c t :
R e g i o n :
C O W  X : 0 . 000

S a l a r y  C o s t s :  
B e n e f i t s  C o s t s :  
C . O . L . A .  C o s t s :  
T o t a l  C o s t s :

0 8 : 0 5 : 0 7

1 3 . 9 6 8 . 0 0
5 . 0 8 3 . 5 7

0 .0 0
1 9 . 0 5 1 . 5 7

S c h e d u l e :  2A  R a n g e :  1 2  S t e p :  A A E x t r a  S t e p :
M o n t h l y  B a s e  R a t e :  2 3 2 8 . 0 0  A E x t r a  R a t e :  0 . 0 0  (
B a s e  H o u r l y  R a t e  0  1 6 2 . 5 0  H o u r s  P e r  M o n t h :  1 4 . 3 3  (

FROM SALARY S C H E D U L E  ) 
FROM SALARY S C H E D U L E  )

S a l a r y :  f o r 6 .0  m o n t h s ♦ C O W
A n n u a l  P a y - 13.968.00 0 . 0 0
P r e m i u m  P a y =  0.00 0 . 0 0
T o t a l s - 13.968.00 0 . 0 0

3 e n e f i t s : E s t .  c o s t + cow
S B S - 8 5 6 . 2 3 0 . 0 0
M e d i c a r e - 139.68 0 . 0 0
R e t i r e m e n t - 1.966.69 0 . 0 0
V a n a b l e - 821.31 0 . 0 0
S h o r t - t e r m - 0 . 0 0 0 . 0 0
F i x e d  B e n . - 1 . 2 9 9 . 6 6 M/A

A f o r 0 , 0  m u n t h s  + C O W  
0 .0 0  0 .0 0

0 .0 0 0 .0 0

T o t a l
1 3 . 9 6 8 . 0 0

0 .0 0
1 3 . 9 6 8 . 0 3

S e a s .  I n d . *  P B a r g .  U n i t "  G G  R e t .  C o d e ®  A 
S B S  r a t e -  0 . 0 6 1 3 0  * s a l a r y :  m a x -  3 8 6 1 . 9 0  
Med r a t e -  0 . 0 1 0 0 0  * s a l a r y ;  m a x -  9 9 9 9 9 . 9 9  
R e t i r e m e n t  r a t e  0 . 1 4 0 8 0  * s a l a r y
V a r i a b l e  b e n e f i t s  r a t e  0 . 0 5 8 8 0 0  ♦ s a l a r y  
Nonperm b e n e f i t s  r a t e  0 . 0 0 0 0 0 0  * sa la ry  

6 . 0  m o n t h s  9  4 3 3 . 2 2 0  A 0 . 0  9  Q 000  1 2
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(
FISCAL NOTE

STATE G F  ALASKA
\WS LEGISLATIVE SESSION

B IL L  NO.CSSB U 8  (RLS

Thu Divi.nl.on of Finance is responsible for verification of employment history and processing 
of termination pay for ail state employees. Thia inc’.udon verifying Che longth of employment, 
iccounting for ail leave without pay during the entire employment with tho state and determining 
salaries for tho three highest yoara. Final and terminal leave pay muot be processed to 
iccordanee with contractual agreements.

With inplemontation of a Retirement Incentive Program (RIP) -he workload for these functions 
-ould no significantly increased and additional support will be required Oy the Division of 
finance to meet processing deadlines. It is estimated a half time Accounting Technician I will 
1 0 needed in FY 98, 97 and 98 and the first half of FY 99 to accommodate the additional workload 
generated by the program.

Accounting Technician I,

FY 96 T Y 97 FY 98 FY 99

Range 14 A half time. 
Range 14 8 half time.

19.1 19.1
19.6 9.3

r*** j -* :



(

P O S I T I O N  I N F O R M A T I O N  MAS B E E N  U P D A T E D  AND F U H O I M G  MAS B E E N  U P O A T E O .  
0 4 / 1 8 / 9 5  P o r t i o n  I n f o r m a t i o n  I n q u i r y / U p d a t e

P o s i t i o n :  02*02#l 57 P r o j e c t :  0 _____
C o m p o n e n t :  0 2 - 9 5  04 0 4 - 0 0 - 0 0  R e g i o n :
S c e n a r i o :  2  F Y :  96 C O L A  t« 0 7 0 0 0

S a l a r y  C o s t s :  
B e n e f i t s  C o s t s :  
T o t a l  C o s t s :

0 8 . 0 5 : 0 1

1 3 . 9 6 8 . 0 0
5 . 0 8 3 . 5 7

1 9 . 0 5 1 . 5 7

A c t u a l s  n o t  a v a i l a b l e  ( S t a t u s  UJKNGWN ) | R e t i r e m e n t  C o d e  A

0 0 /0 0 / 0 0
0

S t e p :  A f o r  6 . 0  c n n t h s  6  S t e p :  3  f o r  
M e r i t  C a t e :  u s e  l e n t  d e f a u l t s ?  N 
C l a s s / S c h e d  P r e f i x  2
B a r g a i n i n g  U n i t  G G
L o c a t i o n  C o d e :  a k a
J o b  C l a s s  C o d e :  P 1 2 I 0
S e a s o n a l  I n d i e . :  P

0 0  t e n t h s  ( t o t a l : 6  00  .
( 0 . 0  9  & 0 . 0  t*

S c h e d u l e :  2 A  ( a c t u a l  
R a n g e :  1 2  ( a c t u a l :

P l a c e :  J U N E A U
T i t l e  A C C O U N T I N G  T E C H  I ________________
fy p e

O p t i o n a l  O v e r r i d e  S a l a r y  R a t e s
M o n t h l y  R a t e :  0 . 0 0 _  f o r  0 . 0  r o n t h s  ft r a t e  o f  0  0 0  f o r  0  0 t e n t h s  
H o u r l y  R a t e  0 . 0 0  _  f o r  [ 0  0  m o n t h s  F r o / c n  a t  t h i s  r a t e ?  ( Y/M) N

P r e s s  E N T E R  t o  u p d a t e  r e c o r d ;  e n t e r  i  o r  u s e  P F  F e y  t o  g o  t o  a n o t h e r  s c r e e n  
l«PreaiuB» p a y  i n f o  2 * f u n d i n g  i n t o  4 K o d e  T r a n s l a t i o n s  C a l c u l a t i o n s  
7 - M l S C  NEW P O S  C A T A  8 * G o t a i l  R e i x r :  l ? « £ j t i i  * / o  u p d a t e  S e l e c t i o n  0



STATE o r  ALASKA H IL L  NO . C SSB I4 8 (K L S ) nm (F .I)F  FLD )
1995 L E G IS IA T IV E  SE SS IO N
R«v»poo D e le  __________________________________________________  Department A ffected _________________________
Title An Act f  faltna to cofrtnbutioft* end b en e fm  tn tftt  BRU  Retoem ent A Benefits___________________________________
te a c h tn  feO /emcnt ivM em  and to the Putfrc em flp y ** * ' . .  Co/nponeni R e t» fenen tSB eneM »____________________________
S p o n w  Scna ie  Finance Comm'Heg_______________________________________________________________________________
Peowcitoc ______________________________________________________  COMPONENT SER IA L  NO. £ * _______________________________

• * FISCAL NOTE

EXPENDITURE S/RE VENUES:_______  tThcmMn.cN of Oona>»
OPERATING EXPENDITURES FY 00 FY 97 F Y 98 FY 99 FY 00 FY 01

PERSONAE SERVICES 
TRAVEL
contractual
supplies
EQUIPMENT
LA.NO A STRUCTURES
grants claims
MISCELLANEOUS

835 5 835 5 635 7 5?7 7 527 7 527 7
GOO £0 0 55 0 52 0 52 0 520 1

1 536 9 931 8 9?3 9 923 9 923 9 923 9
?0« 39 39 39 39

1660 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00

TOTAL OPERATING 26388 1 83? 4 1 618 5 1 507 5 1 507 5 1 507 5

I CAPITAL EXPENDITURES

L C H A N G E  L N  R E V E N U E S  I .  1 _______ 1  g . C  J______  : . Q  1 .  P Q  1 9 . 3  1 .  .  Q P  1 0 0  I

EUNO SOURCE________________   In-ovM”.?* o*
1 0 0 2  Feo*'* Rece {**
1 0 0 3  G F  W a t c h  

1 C C 4 G F

1 0 0 5  G F r f ' T c * 3 * * m  R e c e f t t  

1 C 0 9  G F / M m I i a  

OT»*ER

0 0 00 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 00

2  6 7 8 # »  6 3 7  4 1 6 1 8 5 1  5 0 7 $ 1 5 0 7  5 1  5 0 7  5

- l& lA L 2 _ * M ? _ * 932 4 L G 1 9  5 .  . 1 - 5 0  L S TJ07.S . .  1-ML5
f  lU m jt le  (A * n f  C u l l e n }  | 04» (F Y  9 5 ) c o - t l : e 4o
F U L L  T i W t ’_ 9 _ 1 0 1 0 1 0 1 0

P A R T . H U E 0 0 0 0 0 0

T E M P O R E  /  _ _
3 0 .  9

p

a n a l y s i s  i p a j e *  r
The  c o *s*  to  px»ft<ipu»tma c m p io jp n i  <Jve la t h e  f** .r#m e<4 r< «n * .vc  p o Q ta tn  « i*  to  h e  r-*«J u p  R o o t  em t n o
• ftS ftO A a l (O T .‘ 5 to  t**» « |>Uenm  a ie  a n tO C tt le d  A.n w J fr)n * tiM » .e  tha tQ Q  I n  r a ' t K W .m q  e * r t fc r )+ t*  w i9 c©vc» t*-e 
«X>o»vc»'J C rt . ‘ s o f  »*rr»r» f?!enng th e  t t o y i a m

The  ( 0 4  en  a  p K i t v r t  o l  v» » r\  !o4 P £ R 5  s '* !  T R S  em fr.:.- ,** '*  fc t* hn«*J a*tci W j t t l l  31  1W 5  *. M ftm e te d  to  h e  5  S S
P « 3 1 4  le*c t IQ tf-c ama:l-c-l y a f h t ,  fo* a : j r j . f ' r  c i j la -  a*.

(WtPAACA VOPflOttOf ALL Daf«'toJiOMCO’'CSfOaOvC4fta*-|lCOftLAVi’ve & t « C t
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F ISCAL NOTE
STATE O F  AI .ASK A B IL L  NO. CSSB I4 8 (R I .S ) nm JK IIF  FED)

1995 I .E G IS U T IV E  SESS IO N

ANALYSIS (continued)

I •. t»n creates o rofeiemont ncuntM? program to* the PutAc Employees’ (PERS) and Teachers’ (TRS) Retirement Systems 
In Af)rt«on. it nMow (or soparafeon bonuses for stato employees Authorization of .1 RIP for Stato omployoos coukl begin as 
e*rty as Juno 30. 1995 or as Into as Juno 30. 1998 RlP eig h ty  periods for s Ia Io employees would bo dosgnnted by tho 
Commr^*oncr of Adirunr,babon RiP wMow portods would last horn 30-60 days Tho Urwervfy of Alaska may adopt a RlP 
toNveon Juno 30 1995 and Juno 30. 1998 Participating PERS po'rt*cal subdrvmon cmptoyors may adopt a RIP between 
October 31. 1995 and October 31. 1996 Active PERS and TRS members could rcMc on nn accelerated basis with en 
increased benefit under the following conditions at age 47. if vested, with 17 yeaisof sennco as a qualified pence officer, 
fro fighter or teacher. or with 27 years of crc<Mcd sensce n the PERS Before quni• fywvg for an accelerated benefit, however, 
the member must pay a lump sum indebtedness payment or lako an actuarial reduction from their hfcUmo benefit for the 
indebtedness amount

1V0 estrnato that ten permanent emp/oyeer w*M be needed to manage tho opor t>ons of the program and mcioased service 
demands into the future fifn*' long term non-permanent emp'r ,ees veil also be needed ovei the nod two fiscal years wdh 
three of thoso to rernam for tho third fiscal year Pcrscnn«t wUi handle increased counseling address and beneficiary 
changes, accourl maintenance «r>d other services Subsequent releases m the number of referees w*!l neccsvtatc 
released permanent employees to handle the increased demand for information and services

We cslrr.nlo that we veil need to increase Our normal number ot counsobng trips by 17 tops over the neit Two fiscal years 
to assuro that members and employers understand the Of tens and requirements of the program*

Th s ball also creates a thwd ber m the PERS and TRS The ma,or pronvons of the thrd ter wdl 1) lower the rmplorco 
confj^xitnon rate 2) increase the serwee bated reWement roq moment* 3) set live bone'i muibpter at one and one had 
f*KC*nt for a 1 years of service jm 4) males derendcnl med<al coverage puchasAbJc by the refeie# 5) eliminates tho 66 2/3 
fast surwor opton. and 6) e nun a tes the Level income OpC n fcr PEPS

tijA w f. do biggest change is that ter three mandatory for state of Atasi a an J the Lfrvieivfy of AJatka it eloctve for ad 
other employers Atso wt-en detnnwvng employer contntxAon rales 601 one and hwo w*fl be determined separately from 
ter throe Picvou* changes to Ihe tenement vystems ha.o t<«n mandatory

The total esimated admres&atN* COSl 10 the Ovsen by fsca' year is as foHows

;  A •



F ISCAL NOTE
STATE O F  ALASKA

i r  ; L E G IS IA T IV E  SESS IO N
B I L L  N O . C S S B  nm  ( E I ) F  I L I ) )

PERSONAL SERVICES
p v im

1 Analyst/Programmer IV
2 Accountant III
2 Rebrement A Benefits Spoc II 
2 Retirement A Benefits Spec I
1 Accounting Tech I
2 Retirement A Benefits Tech II
4 Retirement A Bcnofits Tech II (NP;
3 Accounting Clork III (NP)
2 Admm Clerk I (NP)
TOTAL FY 1299 COSTS

$62 4 
1172 
1172 
103 0 
45 5 
82 4 

149 6 
100 8

FYJ999 EYJlfiZ

$835 5

FY m i

1 AnnfyslProgrammor (V
2 Accounlant III
2 Rebroment A BoneMs Spec II 
2 Rebrement A Benefits Spec I
1 Accounting Toch I
2 Retirement A Benefits Tech II
4 Rcbremen| A Benefits Tech II (NP)
3 Account-ng Clork III (NP)
2 Adm*n Clerk I (NP)

TOTAL FY IW7 COSTS

$62 4 
117 2 
1172 
103 0 
45 5 
82 4 

146 8 
100 8 
.* 9 2

$935 5

E1ISM
1 AnalyMProgrammer IV
2 Accountant til
2 Rebremcnl A BoncfM Spec II 
2 Rebrement A Bonofe* Spec I
1 Accouniny Tech I
2 Rebrement A Benefits Tech II
2 Rrtremcnl A Benc'*v Tech I (NP) 
1 Accounfeng Clerk I (NP)
TOTAL FY 195)8 COSTS

S 62 4 
1172 
1172 
103 0 
45 5 
62 4 
74 4
119

$635 7

r * *  i  *  i



FISCAL NOTK
STATE OF ALASKA

1995 L E G IS U T IV E  SESSION

TRAVEL
Travolmg to various locations througho it tho stato 
to counsol prospocbvo (obroos and give seminars

CONTRACTUAL
Communication (Telephone, Postage)
Actuarial Servxos 
Computer System Upgrades 
Legal Sorvxes 
Audit Services 
Lease Space
Mamframo Computer Time 
Software Maintenance 
TramingiTTisk Management 
TOTAL CONTRACTUAL

SUPPLIES
Offxo Suppbet. Calculators software

EQUIPMENT
Computer Workstations 
Filo Catxnets (10)
Offxe Cha rs (17) 
f.Vcrofxhe Viewers (17)
Office Workstations 
Computer fiehvork Pnnters 
Com pul er Network Upgrades 
Telephone Ur>* (17)

Total Equipment

TOTAL OPERATIONS COST

H ILL  NO. CSSB 148{RLS ) am (EO F FLO)

FYt996 EY-199Z FY 1998

$ 6 0  0 $ 60 0 $ 55 0

23 4 234 190
240 0 240 0 240 0
600 0 00 00
1100 1100 1100
40 0 40 0 40 0

500 0 500 0 500 0
150 150 11 5
5 1 00 00
3,4 34 34

1 536 9 *931 8 923 9

20 4 5 1 39

68 0 00 00
40 00 00

102 00 00
102 00 00
500 00 00
120 00 00
21 4 00 00

JSL2 _JL9 _JLfl
m j) .QJ3 -JIB

$2 638 8 $1 8324 $1.6185

The icUemenl tcchnxutns. retirement sprroa’v s  accounting technxmns. and accounting clerks need constant access 
to the PERS and TRS compu’er ffes Wo do not have any eicoss torrrunals mx»o5cho vymer*. or calculators Our 
equprncnt request wt\ tafe-V our equpmenl needs for the durafcon ol tfus program Wo propose the purchase of personal 
computers to be used as torrrvrats because they w I be compaVWc veth the dvrvon s local area network

We are also p'opos*>g the purchase ol two adlbonal computer printers Tho previous R’Ps put a great demand on our 
rmtrvg printers and wv wrre always x a stale of backlog Our current day today pnn'er needs m am vo the capacfy of 
our emtng onrters After compLimg b e cotf of leasmg prnters for two years, coupled nth our rmbng need*, purchaung 
new pnntert would be more cost e*fectme

AJI admmxtr costs of the program w I be pad advance by partopabng cmpkryen as roqured by the tVI

EuD4£SL5ffiujC_t D;?3k jJtt& ifl! £ Y J 99$.
1029 PERS SI 451 3 
1034 TRS 1J87.5

S? 838 8



STATE OF ALASKA TRS
TIER 3 PLAN PROVISIONS 

COMPARISON OF TOTAL EMPLOYER CONTRIBUTION RATES
(% of Pay)

FY95 FYOO FY05 FY10 F Y I5  FY20

j  ,;X | CiiiiriiI TR S P R  Tici 3
B s o t  m i l
i
A
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STATE OF ALASKA PERS
TIER 3 PLAN PROVISIONS 

COMPARISON OF TOTAL EMPLOYER CONTRIBUTION RATES
(% of Pay)
16%

14%

12%

10%

8%

6%

4%

2%

0%

GB11 »P3«

£ 3  Curronlf’ ER S  |■ ') Tier 3



STATE OF ALASKA
199.1 LEG ISLATIVE SESSION

FISCAL NOTE
HILL NO. X'SSJUL143UlU>Jan]lcfd-llilJ_

Revision Date ____________________
Title :An.ActjLe!at'.ng toTetircmcnt.inceDliYe,,

Sponsor s . -.l-tty . Ffn,..,.. 
Requestor __________________

Department Affected .AdmmiStwLoiL 
bru Einance______________________
Component Finance

COMPONENT SERIAL NO. _59_

EXPENDITURES/REVENUES (Thousands of Dollars)
OPERATING FY 96 FY 97 FY 98 FY 99 FY 00 FY 01

PERSONAL SERVICES 19 1 19 1 196 98 00 00
TRAVEL 00 00 00 00 00 00
CONTRACTUAL 00 00 00 00 00 00
SUPPLIES 00 00 00 00 00 00
EQUIPMENT 00 00 00 00 00 oc
LAND & STRUCTURES 00 00 00 00 00 00
GRANTS. CLAIMS 00 00 00 00 00 00
MISCELLANEOUS 00 00 00 00 00 00
TOTAL OPERATING 19 1 19 1 196 98 00 00

I CAP ITAL  E X P E N D IT U R E S 00 00 00 00 00 00
[ C H A N G E  IN R E V E N U E S 00 [ 00 00 00 00 00 j

FUNDING SOURCE (Thousands of Dollars)
1002 Federal Rece-pts 00 00 00 00 00 00
1003 GF Match 00 00 00 00 00 00
1004 GF 19 1 19 1 196 98 00 00
1005 GF/Program 00 00 00 00 00 00
1006 GF/MHTIA 00 00 00 00 00 00
OTHER 00 00 00 00 00 00
TOTAL 19 1 19 1 196 98 00 00
Ettlmjto of any curront year (FY 95) cost: $„ 0
POSITIONS
FULL-TIME
PART-TIME 1 1 1 1
TEMPORARY
ANALYSIS (Attach a soparate pago if necessary) 
Sec attached

Prepared try Don WOUft__
D^.son .f (nance

C l j 4Q 5 -2240 .

Approved by CommvKxver Mj  
Agency . Department of AdflkflJSlUdlflfl.

PREPARER TO PROVIDE Alt DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE 
For further distnbuton .n'ormauxi ca3 tho Governor* le  j Vat .<? O*<e 

Rev 1 0 Pago
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FISCAL NOTE

STATE OF ALASKA
1995 LEG ISLATIVE SESSION

M IL L  N O . _C S5JJ_148CKLSJam tcXd fld j_

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

With implementation of a Retirement Incentive Program (RIP) the workload for these functions 
would be significantly increased and additional support will be required by the Division of 
Finance to meet processing deadlines. It is estimated a half time Accounting Technician I will 
be needed in FY 96, 97 and 98 and the first half of FY 99 to accommodate the additional workload 
generated by the program.

Accounting Technician I,

Range 14 A half time. 
Range 14 B half time.

FY 96 

19.1

FY 97 

19.1

FY 98 

19.6

FY 99 

9.8

v  l .w . 2
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^  NEA-ALASKA Position Paper

TRS and PERS: An Uncertain Future
Tier 1 
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7 7 r r  //
77? . V Hired on or after 7/1 /'/it 

Pi:ITS Hired on or alter 7/1/56

Tier I I I (Sli MS) 
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A  NEA-A l a s k a
A lii iu td i a-ith l i t  Xatii'»iil h i  m illion A intuition

N EAALASKA POSITION PAPER 
SB 148

NEA-Alaska opposes passage of SB 148 because of Us adverse impact on 
tho teaching profession. SB 148 will negatively impact Alaska's ability to 
rotain teachers and attract qualified new teachers to our stato. We are 
concerned about tho bill's negative impact on TRS participants and school 
employees in tho PERS system.

Our schools aro experiencing a teacher shortage. A rocont supply and 
demand study conducted by the Alaska Teacher Placement Service at tho 
University of Alaska, Fairbanks found that the demand for elementary and 
secondary teachers in tho State of Alaska remains strong duo to the constant 
growth of Alaska’s student population. Teacher shortages still exist in rural 
areas. A laska's universities are striving to meet the demand for educators, 
but as in prior years, the demand is strongest in areas with tho fewest 
potential University of Alaska graduates. Special education, counsolmg and 
speech pathology programs ore critical shortage areas. Shortages in some 
hard to fill positions remain open duo to shortages of qualified applicants.

Tho incroase of 25 ,000  additional Alaskan households over tho past four 
years has continued to clovale the demand for teachers and tho support 
personnel needed to effectively educate children. It is estimated that 21%  of 
Alaska's population is school ago. As a result of growth, Alaska's school 
districts saw a not incroase of 76.5 new teaching positions in 1995. This 
mcreoso also resulted in on increase in support staff positions.

Furthermore, tho demand for educators and school omployoos is projoctod to 
remain high in tho out ycars because of tho aging of tho current toachor and 
support omployeo work force. An additional variable is turnover. Areas such 
os industrial arts, library/media, school psychologists and counselors 
experienced an approximate 10% turn over rate, a 15% change rato
occurred in tho fields of math and speech pathology and a 20%  turnover rate
in special education, Tho ovcrago turnover rato for administrators and 
teachers for all Alosko's school districts in 1995 was 13 .67% . Some of 
thoso school omployoos loavo employment. It is clear that every attompt 
must continue to bo made to recruit quolifiod candidates for Alnsko’s 
schools, first from within tho Stato and thon from outsido.

\M H i iM iU  RM.IONAI O l l l t  I •!«*<•% r »» ' '  |n i» v .  i >/• I ;
I tM  \t I I I  l i t  I • 11 ( s..** .i y • « i v . •. ■«•». • >' ‘•«j. ■!»«• • I \ \

i m u m s m  h i  i . n  i s  i i  m m  i •  ; i  , i .  \ n i i W D i  •  *<* ♦*. « n  •  i w  w  , : i  .



must continuo to bo mndo to rocruit qualified candidates for Alaska's 
schools, first from within the State and thon from outside.

School budget cuts have affectod staffing oxpansion thus driving up class 
size but it is predicted that annual hiring levels should remain stable at 
around the 800 level according to the report.

These factors havo a direct impact on Alaska's capacity to retain and attract 
qualified applicants to both teaching and support positions. School district 
salaries, the PERS and TRS retirement programs and benefit packages 
contribute directly to our state's ability to socuro qualified toachors and 
school employees for our children.

Will weakening the retirement system for now school employees through 
passago of SB 148 tend to dry up tho pool of qualified applicants nooded to 
meet tho demand for more teachers and support personnel caused by 
enrollment growth? Will tho bill diminish our chances of attracting qualified 
applicants to critical teacher shortage areas?

Will requiring teachers and support personnel to work longer increase 
employee turn over and contribute to burn out? Doesn't tho affect of 
requiring a person to work longer actually shift greater costs to the school 
district in tho long run? At a point when a teacher could retire undor curront 
law . SB 148 requires a person to work an additional 10 years or roach age 
60 or achieve tho sum of tho member's age plus years of service equal or 
exceeding 85.

If SB 148 becomes law, teachers and support staff will have little option but 
to work to ago 60 or as long as they can because the lower 1.5%  benefit 
multiplier will make it prohibitive to retire at any time short of 30 years. 
Reducing tho benefit multiplier means a teacher working 20 yoors or a nine 
month school secretary working 26 .6  years will roccivo 30%  of his or her 
final avoragc salary. A teacher with 30 years of service will be entitled to a 
rotircrnont annuity of 45%  of his or her final averago salary and tho socrotary 
would have to accumulate 40 years of sorvice credit to got 45%  of his or her 
final averago salary.

Public school teachers don't participate in social security liko teachers in 
many states, or rocoivo a supplemental bonofit system liko members of PERS 
or have attractive sovoronco arrangements like some school administrators in 
Alaska. Currently our toachors rocoivo 40%  of their final avorage salary alter 
20 years of sorvice. Undor SB 148 a teacher will rocoivo 45%  of his or her 
fin o\ “vago solary after 30 years of sorvico • that's it • thcro is no 
supplomontal benefit provided



Is it good public policy to demand 30 years of wor ■ for a toachor and 40 
years for tho school support staff member or work to at least ago 60 in order 
to retire at full benefits?

If SB 148 becomes law, teachers will be forced to moonlight after school or 
during tho summer to ostablish tho noccssary credits to qualify for a modest, 
but necessary, Social Security annuity. Will this moonlighting make it more 
difficult for toachors to study in tho summor or tako additional courses during 
tho school year?

It is assumed that Alaskan retirement systems are important to those who 
want to retire and live in Alaska. Will persons bo able to retire in Alaska 
under SB 148 or docs this measure become an incentive for retirees to 
leave?

Wo urge tho House Finance Committee to oppose tho bill because it will 
make teaching less attractive. In summary, please consider tho bills (1) 
impact on Alaska’s ability to attract qualified teachers and support 
employees, 12) weakening of tho profession by forcing employees to rely on 
other occupations and jobs to establish retirement credit in social security or 
some other system. (3) impact on a teacher or a support person who must 
work to tho rule of 85 and (4) negative impact on both teachers and support 
staff who want to retire in Alaska.

4 27 96



.Analysis of changes to the Public Em ployee’s (P E R S ) and Teacher's (T R S ) 
Retirement Svstems as oroD O sed in the C S  for SB 148.

•  4  4

One zi the attached charts identifies the benefit changes as compared to the current 
tier II in both the PERS and TRS. The second chart orcvidcs a comoarison c(

4 4

different levels o f benefits orovided bv muiti emclover (union) oians. cubiic emcicver
4 • 4 ♦ 4 4  9 0oians. or.vate sector clans, and Scc:ai Security

4 4 4 •

The savings shown on the first chart represent a reduction in percent of pay from the 
current assumed rate for tier II em.piovees in each system. Currently, we assume the 
rate for tier II employees in the PERS is 10% and in the TRS is 3 3%. When 
applying the estimated percent reduction, the estimated normal cost for tier II! 
empicyees svouid be 5.2S% in the PERS ir-d 5 69%  in the TRS. In coth cases, tr.e 
empicyees -Acuic be contributing 5 5% cr approximately : : o f the tctai rate

The reai savings will be realized -when vou reciace the current t :e r : emcicvees. who■J 0 9 9 9

cos: acDroximateiv i 3 .5%  :n the PERS ar.d 14% in the TRS. with the ::er HI
• • r

employees. The estimated savings :cr R i?  purecscs) :n the PERS would be 3 23%
ar.d in the TRS wouid be S .3 1% o f cav

• •

V.Tier. the tier II legislative changes were implemented in the TRS in .9 9 0 . the 
actuar.es proposed a level funding meth.ee to the TRS 3ca :o in 'cccgrution of the 
traumatic changes between the tier I ar.d tier II benefits W hile that oecisicn .s :r.e 
best left to the actuaries. I wcuic expect that thfcy will certainly give strong anaivsis to 
tr.e funding viability cf a level funding strategy with this change If one were 
implemented, a real savings in contr.buticns ccuid be expected aimcst immediateiy
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(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
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DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street. Suite 409 
Juneau. Alaska 99801-2105

M JLM  0  R A  .N JU  M I cbruarv 28. 1996

SU B JEC T : Sectional Summary of CSSB I48(KLS) am(cfd lid). (Teachers’ 
Retirement System. Retirement Incentive Programs, and separation 
incentives)

TO :

FROM :

Representative Mark Hanley

Teresa B. Cramer 
Legislative Counsel

You have requested a sectional summary of the above-described bill

As a preliminary matter, note that a sectional summary of a bill should not be considered an 
authoritative interpretation ol the bill and the bill itself is the best statement of its contents 
If you would like an interpretation of the bill as it may apply to a particular set of 
circumstances, please adv ise

Time schedule in the M L  This version of SB 148 creates new. reduced version of the 
teachers' Retirement System( I RSjand the Public Employees' Retirement System (PI RSi 
lor new employee:, of the state and permits school districts, political subdivisions, and public 
organizations to decide whether to retain the existing IRS and PI RS for all of their 
employees or to adopt the reduced I RS or PI RS for their new hires

I he timetable assumed that the bill would be passed during the last legislative session the 
new retirement sy stems begin March 31.19% You may want to consider adjusting the date

Scvtion.l requires school Kurds to decide whether to participate in the reduced I RS created 
by this bill or to retain participation in I RS as it exists now A scKvl Kurd that chooses to 
participate in the reduced version of I RS may not change its election later

Mcc. 2 sets out the rates of employee contributions to I RS I or teachers employed by the 
state vs bo were first lured on or alter March 31.1996. and for teachers first hired by school 
districts participating in the reduced I RS. the contribution rate is 5 5 percent I or teachers 
lirsi hired before M.uch 31. I'M*. and lor teachers lured at any tune by school districts who 
arc not participating in the reduced I RS. the rate remains at 8 65 percent

A M tN D M E M S  K> M IL I FAC U LU S ’ R LT 1RL .M LM  S ' lM I.M



bcc«Jf vets ou t the m c lh x l o f  fig u rin g  the e m p lo y e r c on trib u tion  rate fo r  th o se  e m p lo y e e s  o f  
an  e m p lo y e r  in I R S  pa rtic ipating  in the redu ced  I R S  and the second  e m p lo y e r  c o n t r ib u t io n  
ra te  fo r  those  em p lo y e e s  o f  that e m p lo y e r  w h o  a rc  p a rtic ip a tin g  in the e x is t in g  I R S

b ee . i  changes e lig ib ility  fo r  n o rm a l am i e a r ly  re tirem en t in 1 R S  I o r  e x is t in g  e m p lo y e e s , 
n o rm a l re tirem en t rem a in s  at 6 0  y e a rs  o f  age  ssith at least e igh t y e a rs  o f  se rv ic e  Is c c  
p a rag rap h s  2 and 3 ) o r  at any age  w ith  at least 2 5  y e a rs  o f  c red ited  se rv ic e  Is c c  p a rag raph  5 ) 
F o r  new  h ire s  under the reduced  I R S .  n o rm a l re tirem en t is  p o s s ib le , a fte r f iv e  y e a rs  o l  
m em b e rsh ip  s e n  ice. at age <>0 o r  w hen  the  m m  o f  the m em ber's  age and  the m em be r's  y e a rs  
o f  m em b e rs h ip  se rv ic e  eq u a ls  8 5  (* c c  p a ra g rap h  4 1 A teache r w h o  had 2 *  y e a rs  o f  
m em b e rsh ip  s e n  ice \s ou ld  h ave  to  be f>0 y ea r*  o f  age to  q u a li fy  under the second  p ro v is io n  
N o te  a im  that m em be rsh ip  s e n  ice is  m o re  lim ite d  than  c red ited  s e n  ice M ilita ry  s e n  ic e . 
e m p lo y m e n t fo r the Ic n i t o r y  o f  M adca . e m p lo y m e n t sxnh a  H I \  s c h o o l, am i e m p lo y m e n t 
fo r  s om e  w b o o ls  ou ts ide  the state q u a li fy  a '  c red ited  se rv ice  hut not ,t% m em b e rsh ip  se rv ic e  
(S e e  th e  d e fin it io n s  o f  "c re d ite d  s e rv ic e "  a n d  "m em b e rs h ip  * e r * u c "  in  A S  14 2 5  2 2 9  i

b e e . 5  sc is  ou t how  lo  fig u re  a m em be r s re t irem en t b en e fit I • r b o th  the e x is t in g  and  the 
redu ced  1 R S . the bene fit is  fig u red  by m u lt ip ly in g  a teacher'* m on th ly  sa la ry  la *  d e te rm in ed  
u n d e r  live statute* by the m em be r's  c re d ite d  v e n u e  and  that am ou n t by a p e rcen tag e  
e s ta b lis h e d  in  th n  statu te I n d e r  th e  e x is t in g  I R S .  the pe rcen tage  is  c a lc u la te d  by 
m u lt ip ly in g  the l i n t  2 0  year* o f  c re d ite d  s e rv ic e  by is so  pe rcen t and the  rem a in in g  ye a rs  o l  
c re d ite d  s e n  tee b% 2 5 pe rcen t I n J c r  th e  redu ced  I R s .  the p e rcen tage  n  c a lc u la te d  by 
m u lt ip ly in g  the to ta l y ea rs  o f  c re d ite d  s e n  ice  by I 5 pe rcen t

b e e . 6  vets o u t p ro v is io n s  f« t b e n e fits  fo r e a r ly  re tirem en t t i  nde r A S  14 2< l lU t b i .  a  
m em b e r is e lig ib le  foe an ea rly  re tirem en t b e n e fit  at age 55  w ith  e igh t y ea rs  o f  m em b e rsh ip  
se rv ic e  f Ih c  curren t I R S  p i n m u t i  re q u ire s  tha t an  a c tu a ria l ad ju s tm en t be n u d e  It « h vs  
m*t set o u t how  m uch that m igh t be I o f  th e  reduced  I R S . the b i l l  sets the m on th ly  re d u c tio n  
at 5 * *  o f  the num ber o f  m on th s by v s h u h  the teacher fa l ls  * h * t  o f  reach ing  6 0  y e a rs  o f  ag e  
(A  teach e r vsh» re tired  at age  5 5  s so u ld  see  a • re d u c tio n  in  b en e fits  |

b c o .  Z a n d  5 set ••at p ro v is ion s  c « < K em irg  t h c p r  Hfcn»cni p e n t * * )  ad ju s rm cr.i t l ’ R I*  \ *  
fo r  m c n tb e t s o f  I R S

b t t .  Z lim its  the a sad ab tlity  <<! the p*»vt re t irem en t p e n n o n  a J ju u n  ci t under the re d u ced  
I R S  i lig iN c  J is o S e d  m em be rs  a n J  p e rs o n s  t iv c fM lw h o  fu s e  rece ived  ben e fits  d u rin g  the 
p resu>us year w ill con tinue to  be e lig ib le  u n de r h ^ h  I R S  s y s le tm  R e tire e s  ssh» f u s e  b een  
re c e iv in g  bene fits  I . *  at least e igh t s e a rs  a n d  a rc  rv 4  .' th c rw n e  e lig ib le  la s  d n a H c J  re tire e s  
o r  o v e r  w i l l n  t  be e lig ib le  h*r th e  P R  I* N unde r the redu ced  IR **

b t c .  #  ch an g rs  the P R  I* \  I k  the reduce*) I R s .  re g a rd le ss  o f  the age o f  the re t ire e  ( .» the 
le s s e r o f  o n e  h a lf  the in c rease  m  the o u t  o f  l iv in g  o r  sax pe rcen t

Representative Mark Hanley
February 28 .19%
Page 2



S e e . 9  r e m o v e s  o n e  o f  the c h o ic e s  fo r  jo in t  and  s u rv iv o r  re t irem en t b en e fits  u n d e r th e  
re d u c e d  I R S  T h e  o p t io n  w o u ld  h a v e  a llo w e d  a  m em b e r to  re c e iv e  a  reduced  re t irem en t 
b e n e fit  p a y a b le  d u r in g  the  jo in t  li fe t im e  o f  the m em b e r and  the c o n t in g e n t b e n e fic ia ry  an d  
then , w hen  o n e  o f  th em  d ie s , p a y *  the s u rv iv o r  a  li fe t im e  b en e fit c q u  .1 t o  2  3 o f  the am ou n t 
p r e v io u s ly  re c e iv e d

b e e , 1!) re q u ire s  b e n e fit  re c ip ie n ts  unde r tire reduced  I K S  to  pay  th e  lu l l  cost o f  m a jo r  
m ed ic a l in su ran ce  c o v e ra g e  fo r  d ependen ts i f  they e le c t to  re c e iv e  m a jo r  m ed ic a l in su ra n c e  
c o v e ra g e  fo r  d ep en d en ts  l ‘ n d c f cu rren t law . b en e fit re c ip ie n ts  w h o  a rc  y ou n g e r th an  6 0  
y e a r*  o f  ag e  m u st pay the  fu l l  m on th ly  p rem iu m  i f  they e le c t m a jo r  m ed ic a l c o v e ra g e  fo r  
th em se lv e s  o r  the ir d ep enden ts , tfxw c w h o  arc  be tw een  6 0  and 6 5  m u st pay h a l f  the c o m  fo r  
th em se lv e s  and  th e ir d ep en d en ts , and  th***c o v e r  95 o r  w h o  a rc  d is a b le d  m ake  n o  premium 
pay m cn ts  C u rre n t law  d o c s  no t separate p rem ium  costs  fo r  b en e fit re c ip ie n ts  from th e  c o s t 
o f  c o v e ra g e  fo r  th e ir d ep enden ts

bee . 1 1 change* the d e fin it io n  o f  " v e t c d  m em be r*  o r "ve s ted  tc .u h c r  f o r  the red u ced  I R S  
by re s ju in n g  that a m em be r need  on ly  h ave  fiv e  y c a r v o f  m em be rsh ip  se rv ic e  to  be v e s te d  in  
li re  re d u c ed  I R S  C 'u n cn t I R S  mcmhcts m ust h ave  e ig h t y e a rs  o f  m em b e rsh ip  serv ice it* 
be v e s te d  ts e e  A S  14 2 5  2 :< H 4 2 h I I i i

S e e . J 2  add s  d e f in it io n *  fo r  "n o n p a r t ic ip u t irg  d is t r ic t ' l a  '<bt*o l d is t r ic t  n o t
p .ix iK ip a tm g  in  the redu ced  I K S j a n d  p a rtK ip a t in g  s c h o o l d is tr ic t"  lo n e  that is p a rtic ip a tin g  
in  the  re d u ced  I K S )

\M L M )M E M b  1 0  T U L n U L IC  EM PLOY L I'S ' R L I  IK ! M l M  M M f  M

b e e . 1 3  am en d s  the  P u b lic  I m p lo ye e - . R e tirem en t S y s tem  I P I  K S i  e m p lo y e e  c o n t r ib u t io n  
ra te s  to  r e f le c t  the e s ta b lis h m en t o f  a  re d u ced  P I K S  fo r  e m p lo y e e s  f ir s t  h ired  o n  o r  a lt e r  
M a rc h  3 1 . 1 9 9 6  I h c  redu ced  P I K S  c o n tr ib u t io n  ra te  fo r  p c x c  o f f i c e r s  and  fire  f ig h te rs  iv 
s ix  p e rcen t I o r  o th e r e m p lo y e e *  in  the re d u ced  P I R S  sv u c m . the  cou tnbvJK *n  ra te  »% 5 5 
p e rc e n t I h c  ra le *  in  th e  e x is t in g  P I R S  vy stem  a re  7  5 p e rcen t fo r  p eace  o f f i c e r s  and  f i r e  
fig h te r*  a n d  (• 7 5  p e rc en t o th e r em p lo y e e *

S « .  H  vet* o u t t k  n v c tk s J  foe f q  a i r y  the cm p fo y c t c o n t r ib u t io n  fa te  fo r  t k  c  e m p lo y e e *  
o !  an  employer p a rt ic ip a tin g  in  the  red u ced  P I R s  a n j  a  %cx«*nd e m p lo y e r  c o n tr ib u t io n  ra te  
f o r  th e  e m p lo y e e s  w h o  a re  p a rtic ip a tin g  m  the e x is t in g  P I R S  i l l  an  e m p lo y e r  has 
e m p lo y e e s  un de r K u h  sy s tem * . the e m p lo y e r  w i l l  h a v e  tw o  c o n t r ib u t io n  ra te* I

b eu  1 5  <t* n m t"  r r t i i tm r n t  under the r e d d e d  P I R s  at 2 '  y ea rs  I n  p c x c o f f i c e r s  arsd f ire  
fig h te rs  O th e r c m , lessees i . .  2  - • * '  M  W  V s  •*-. c h f i b k  f n o r m a l  re tirem en t w h en  tf*c 
s u m  *>l Ihc e m p lo y e e » age and  y ea rs  U u O O c . <i : c j g j | » 8 5  |A  p e rson  w h o  w a s  5 8  
y e a rs  o ld  w o u ld  h a v e  t o  H ave 2 7  y e a rs  o f  c re d ite d  s e rv ic e  to  q u a li fy  foe rsoemal re t irem en t
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u n d e r th is  p a ra g ra p h .) I o r  b o th  the e x is t in g  and  the reduced  P E R S . a m em b e r rem a in s  
e l ig ib le  fo r  no  m at re tirem en t at age 6 9  w ith  at le a st fiv e  y e a rs  o f  c re d ite d  s e rv ic e

b e f iJ L f i  sets the ben e fit red u c tion  fo r  m em b e rs  w h o  take an  e a r ly  re tirem en t u n d e r the 
redu ced  I ’ E R S  as tk *  re su lt o f  m u lt ip ly in g  5 p e rcen t t im es  the n u m b e r o f  m on th s  by w h ic h  
the re t irem en t date o f  the em p lo y e e  fa l ls  sh o rt o f  the date in w h ich  the e m p lo y e e  re a ch e s  6 0  
y ca rs  o f  ag e  Ib is  is the sam e reduc tion  that is  ap p lied  to  ea rly  re tirem en t unde r the redu ced  
I R S  ( S e e b i l l  s e c t io n 6 . )

b e e . L7  estab lishes the fo rm u la  to r d e te rm in in g  the am oun t o f  a n o rm a l re t irem en t b e n e fit  
u n d e r  th e  redu ced  P I K S  as I 5 percen t o f  tk *  e m p lo y e e  s a v e ra g e  m on th ly  c om p e n sa t io n  
t im e s  the  y e a rs  o f  c red ited  se rv ic e  I h is  fo rm u la  ap p lie s  to  peace o f f ic e r s  and  f ire f ig h te r*  
w h o  a re  m em b e rs  «*f the redu ced  P I R S  as w e ll as to  o th e r em p lo y e e s

b e e . I l f  rem o v e s  o n e  o f  the ch o ice s  fo r  jo in t  and  su rv iv o r ben e fits  fro m  tk *  o p t io n s . iv a i la b lc  
u n d e r th e  redu ced  P I R S  f 'ndcr the red u ced  P I R S . m em be r*  w i l l  not be a b le  to  se le c t a 
re t ire m e n t  o p t io n  that p ro v id e s  a redu ced  b en e fit  p a y ab le  d u rin g  the jo in t  l i lc ' im c  o f  the 
e m p lo y e e  an d  the  con tingen t bene fic ia ry  and then , w hen o n e  o f  th em  d ie* , pays  tf»c s u rv iv o r  
a li fe t im e  b en e fit equ a l to  2 3 o f  the am ou n t p re v io u s ly  re ce iv ed

b e c . J ?  e x c lu d e s  t k  le v e l in c om e  o p t io n  o f  b en e fit p aym en ts  i r o m  the re d u c ed  P I K** 
i l  n d c r th is  o p t io n , re tirem en t b en e fits  a rc  in c re a sed  d u rin g  the  y e a rs  b e fo re  th e  P I  R s  
re t ire e 's  v K i a l  secu rity b en e fits  b eg in , and  d ec re a sed  o n c e  h e  o r  > k  b e c om es  e lig ib le  lo r  
w»ci.il secu rity  I k  re su lt is  that t k  to ta l am ou n t o f  P I K S  and  s o c ia l secu rity  b e n e fits  
re c e iv e d  e a ch  m on th  d u rin g  I k  p e rson 's  re t irem en t remain* le v e l f

b e e . 20 lim it s  t k  a v a i la b ility  o f  t k  j **i re t irem en t p en s ion  ad ju s tm en t i l ’ R P  \»  u n Je r t k  
rrdoccsJ P I  K S  I h g ih lc  d isab led  m em be r*  and  p e rson s  o s  c f 6 0  w h o  rece ived  b en e fits  d u rin g  
t k  p re v io u s  ca lend a r yea r w i l l  c on tin u e  to  h e  e lig ib le  unde r b o th  P I R S  %y stems R e tire e s  
sc h o  h a v e  k e n  re c e iv in g  k n c f i l c  fo r  a i le a s t f i s c  y ea rs  and  a rc  no t o th e rw is e  c h g .b lc  la s  
d is a b le d  re t ire e s  o r  o v e r  6 0 )  w i l l  no t k  e lig ib le  6 *  the  P R P A  unde r t k  re d u c ed  P I R S

b e e . 21 l im its  i k  pe rcen tage  m u lt ip lie r  fo r  t k  P R P A  I fu t  a p p lie s  to  re tire e s  unde r the 
re d u c ed  P I R S  to  t k  le sse r o f  o n e  h a l f  t k  in c re a se  in  t k  c o s t  o f  liv in g  o r  s ic  p e rcen t

b t c .  22 re q u ire s  k n e f i t  re c ip ien ts  unde r th e  red u ced  P I R s  to  pay th e  lu l l  c o s t o f  m a jo r  
m e d ic a l in su ran c e  c o v e ra g e  f»*r dep enden ts  »f t k v  e lec t to  re c e iv e  that c o v e ra g e  I n J c r 
c u r re n t  la w .  k n e f i t  re c ip ien ts  w h o  arc y o u n g e r than  6 0  y e a rs  o f  age m ust pay i k  f u l l  
m on th ly  p rem ium  i f  i k y  e lec t m a jo r  m ed ic a l c o v e ra g e  fo r  i k n i s e ls e s  o r  i k i r  d e p en d en ts . 
I horse w h o  a re  k tw r c n  6 9  and 6 *  m u it  pay h a lf  the  u « i  fo r  th c m tc h e t  and  t k u  d ep enden ts , 
arsd th o se  *»scf 6 *  w h o  a re  d is ab le d  m ak e  n o  p rem ium  p aym en ts  C u rren t lass d«»cs n o t 
sepa ra te  p rem ium  costs fo r  b ene fit re c ip ien ts  f r o m  t k  csmi o f  c o v e ra g e  fo r t k u  d ep end en ts
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b e e , .2 ,3  p e rm its  p o li t ic a l s u b d iv is io n s  an d  p u b lic  o rg a n iz a t io n s  vs h o  a rc  p a rt ic ip a t in g  in 
P I R S  o n  January 3 1 . 1 9 % .  to  d ec id e  w h e th e r they w ant to  con tin ue  unde r the cu rren t sy stem  
o r  sw itch  to  the r c d u c H  P I R S  fo r  th e ir new h ire s  A s  c u rre n t ly  d ra fted , the se c t io n  re q u ire s  
th em  to  m a k e  th is e le c t io n  b y  Feb rua ry  1 . 1 9 %  A  c h o ic e  to  sw itch  to  the re d u ced  I ’ F R S  is 
ir r e v o c a b le

b tC , 2d  ad d s  a d e f in i t io n  o f  "n o n p a r lic ip a t in g  e m p lo y e r "  to  P I R S

H i :  I I K E M K M  I.NCJL.N 1 13 L  \M >  S L P A R A I  IO N  I .M  I S  I IN L  P R O G R A M S

’h c s ,  2 5  • 3.8 e ta b lish  a re tirem en t in cen tiv e  p ro g ram  fo r  P I R S  and  I R S  e x c e p t th a t, u n d e r 
see 3 8  and  u n d e r live d e fin it io n  o f  e m p lo y e r  in  sec 2 6 (g ) .  s c h o o l d is tric ts  a rc  e x c lu d e d  fro m  
p a rt ic ip a tin g  in the I R S  re tirem en t in c e n t iv e  p ro g ra m  S e c t io n  *4 e s ta b lis h e s  a s e p a ra t io n  
in c e n t iv e  p ro g ram  fo r  sta te  agen c ies

S e e . 2 5  ve ts ou t the  le g is la t iv e  fin d in g s  and  p u rp o s e  o f  the  re tirem en t in c e n t iv e  p ro g ra m  
( R I P i  and  the  s e p a ra t io n  in c en tiv e  p ro g ra m  ( S I P i

S ee . 2 0  c s ta b lis lic s  the g en e ra l requ irem en ts  fo r  a re tirem en t in cen tiv e  p ro g ram  S u b se c t io n  
i a i  p e rm its  e m p lo y e r s  t o  d es igna te  o rg a n iz a t io n a l u m t s o f  e m p lo y e e s  e lig ib le  to  p a rt ic ip a te  
It s p e c i f ic a l ly  p ro v id e s  tha t e m p lo y e r s  m ay c h o o s e  lim ite d  g ro u p s  t o  w h ic h  to  e x te n d  the  
re t irem en t in c e n tiv e  p la n

S u b s e c t io n  t b )  l im i t s  th e  e m p lo y e e s  w h o  w i l l  be e lig ib le  to  p a rt ic ip a te  in  the K I P  to  
e m p lo y e e s  w h o  w i l l  h e  q u a li f ie d  t o  re t ire  a lte r  re ce ip t o f  the  re tirem en t in c e n tiv e

S u b s e c t io n  I d  se ts  o u t  re q u irem en ts  f o r  the em p lo y e r 's  p la n  a n J  re q u ire s  th e  e m p lo y e r  »»> 
a g re e  to  re im b u rse  live re tirem en t sy stem  fo r the e x tra  csn ts  in cu rred  by live sy s tem  as a o- -.1 
o f  p a r t ic ip a t io n  in  th e  K IP  by the employer's e m p lo y e e s

S u b se c t io n  (d i  sets o u t the h»rmut4 fo r  c om p u tin g  b ow  m u ch  each  m em be r o f  ih c  1 cachets* 
R e t irem en t Sy stern • I R S )  w h o  pa rtic ip a tes in  the p la n  ow e s  in  o rd e r to  re c e iv e  live th re e -y c .u  
c r c J i l  It iv  based  o n  th e  an n u a l c o n t r ib u t io n  ra te  o f  X 6 $ * *  fo r  m em b e rs  o f  I R S  set o u t in  
A S  14 2 5  0 < 0  S u b s e c t io n  ( c i  sets o u t the fo rm u la  fo r  c om p u tin g  h ow  m u ch  c a sh  m em b e r 
o f  th e  P u b lic  I m p lo v c c s  R e tirem en t S y s tem  ( l* t  K M  w h o  p a rtic ip a te s  in  d ie  p la n  o w e s  in  
• •is let to  re ce iv e  the th re e -y e a r c red it It is k w e J  o n  the a n n u a l c iK ttrib u tion  ra te s o l  7  5 * *  fo r  
p eace  o f f ic e r s  w h o  .ire  m em be rs  o f  P I R s  a n J  6  7 5 *  ♦ fo r  o th e r m em be rs  o f  P I R s  set o u t  in  
A S  3 9  | m i

S u b s e c t io n  i l l  p r o v id e s  i f u t  ih c  re t irem en t in c e n t iv e  is  a c ie d it  o f  th re e  y e a rs , l o  b e  u sed  
e ith e r t o  m eet re t irem en t e lig ib i lity  requ irem en ts  o r .  i f  thovc  o re  nsct. to  in c re a se  the  am ou n t 
o f  c re d ite d  s e rv ic e  a  p a rt ic ip an t »s e n t it le d  l o  vs h en  c om p u tin g  b en e fits
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S u b s e c t io n  ( g i  d e fin e s  "d ep o rtm en t" and  " e m p lo y e r "  fo r  pu rposes o f  b i l l sec tion  2 6 . H ie  
d e f in i t io n  o f  " e m p lo y e r "  in c lu d es  a l l  P I R S  e m p lo y e r s  and  spec ifica lly  inc ludes d ep a rtm en ts  
(w h ic h  a rc  d e fin e d  .ls e xecu tiv e  b ranch  a g en c ie s  o n l y ) I h is  m eans that a  d ep a rtm en t m ay 
e s ta b lis h  a R IP  e v e n  i f  o th e r d ep a rtm en ts  d o  no t F o r  1 R S , the d e fin it io n  o f  " e m p lo y e r "  is 
l im it e d  to  ih c  t n iv e rs ity . the H oa rd  o f  F d u c a t io n . and  R e g io n a l R e sou rc e  C en te rs . This 
e x c lu d e s  s c h o o l d is tr ic ts  f ro m  p a rtic ip a tin g

S e e . 2 7  a u th o r iz e *  state agencies to  adop t a re tirem en t in cen tive  p lan fo r th e ir em p lo y e e s , lo  
b e g in  a t th e  l im e  e s tab lish ed  h v  the c o m m is s io n e r  o f  adm in is tra tion . I he p e r io d s  fo r  
a p p lic a t io n  m u s t b eg in  n o  e a r lie r  than  June  3 0 . 1 9 9 5 . and  end  n o  la te r than June 3 0 . I 9 9 S  
H ie  p e r io d s  m u st be at least .30 day s and  n o  m o re  th an  6 0  day s in leng th  I h e re  m ust a ls o  
b e  a  w a it in g  p e r io d  o f  at least 3 0  day s a fte r  the sch edu le s  a rc  e s tab lish ed  b e fo re  the 
a p p lic a t io n  p e r io d  b eg in s

S u b s e c t io n s  ( c l  p ro h ib its  to p  m an agem en t sta te e m p lo y e e s  from  p a rtic ip a tin g  in  a R IP  
S u b s e c t io n  t d i  re q u ire s  sta te  e m p lo y e e s  lo  h a v e  c o n ' in u o u s  em p lo ym en t w ith  the state fo r  
th e  p c rnH ls  lis te d  S u b se c tion  ( e l  re q u ire s  that p a rt ic ip a n ts  be a p p  intcd to  re tirem en t n o  
la te r  th an  s ix  m on th s  a lte r the last day o f  the  a p p lic a t io n  p e rio d

S u b se c t io n  ( 0  p roh ib it-, state agen c ies  f ro m  f i l l in g  vacan t pos ition s  in a ca tegory o f  p o s it io n s  
that w a s  in c lu J c d  in  the R IP  un til a fte r M a rch  3 1 . 19 %  I V i v  irccx* .- p ::on>  d  live g o v e rn o r  
n o t i f ie s  I e g is la t iv c  Hudgct and  A u J it that he in tends to  f i l l  a vacancy t h o  w aits 4 5  d ay s  
b e fo r e  t i l l i n g  the  p o s it io n  o r  i f  I .H A .A  a p p ro v e s  f i l l in g  the vacancy e a r lie r  I f  I .H & A  
re c o m m e n d s  that the vacancy no t be f i l le d  bu t th e  g o v e rn o r s t i ll in tends to  t i l l  it . the 
g o v e rn o r  m ust p ro v iJ c  a statem ent o l  re a son s  lo  the  c om m itte e  N o te  that th is  p ro v is io n  is 
d ra t te d  to  ap p ly  to  a l l state agen c ies , in c lu d in g  th o se  in  the ju d ic ia l an J  le g is la t iv e  b ra n ch e s .

•it th e  g o v e rn o r  is the o n ly  o f f i c i a l  g iv e n  the p o w e r to  request a w a ive r o n  t i l l in g  vacan t 
l> * \ it io n s  N o te  a lu>  that the date o f  M a rch  3 1 . 1 9 9 6 . w i l l  pass b e fo re  th is  v e rs ion  o ! the  b tP  
c o u ld  ta k e  e f fe c t , thereby m ak in g  th is  se c t io n  o b s o le te

S u b s e c t io n  ( g )  defines "com m ittee '" fo r  th is  b i l l  s e c t io n

S e e . 2 ff a u th o r iz e s  the I d ive rs ity  o l  M .o k a  to  a d op t a re iirc tr . r.t in cen tiv e  p la n  lo r  it 
e m p lo y e e s  and  to  request rival live c o m m is s io n e r o f  a dm in is t ra t io n  e s tab lish  o n e  n r m o re  
a p p lic a t io n  w in d ow s  fo r  the R IP  T he  a p p lic a t io n  windows must fa l l betw een June 3 0 . 1 9 9 5 .  
an d  Jun e  3 0 . 1 9 9 8 .  last betw een .30 and  6 0  day s. a n J  b e g in  a lte r a w a ilin g  p e rio d  o f  at least 
.30 d a y s

S u b se c t io n  ( c l  re q u ire s  ih a i p a rtic ip an ts  be a p p o in te d  to  re tirem en t ssith in  six m on th s  a ltc t 
th e  e n d  o f  the  a p p lic a t io n  p e r io d  S u b se c t io n  f d i  o J J rc s x c v  portrc ipon ts m  live < ip tio n .i l 
t n iv c fs i is  R e t irem en t P ro g ram
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Jj.efi.22 authorizes political subdivisions and public organizations which participate in PI-KS 
to adopt a retirement incentive plan for their employees and to request that the commissioner 
of administration establish one or more application windows for the KIP. I he application 
windows must fall between October 31. 1995 and October 31. 1998. last between 30 and 60 
days, and begin alter a waiting period of at least 60 days

Subsection (b) requires that participants be appointed to retirement within six months after 
the end of the application period.

Sec. 30 authorizes regional resource centers who arc employers in IRS to adopt a retirement 
incentive plan lor their employees Hie application window beings June 30,1995. and ends 
December 31.1995. Note that these dates have passed

Subsection (h| requires that participants be appointed to retirement by August I. 1996.

See. 31 permits state employee participants of a RIP to receive credit, for purposes of 
determining whether the participant satisfies the years of scrx ice requirements for retirement 
unJer IR S  or PI RS. for certain employment with political subdivisions or public 
organizations wb .lid not participate in PI: RS or IRS at the time of the employment. I he 
employ merit may not be counted when the amount of the participant's benefits arc calculated

See. 32 permits the Department of Administration to take certain actions it employers who 
are participating in the RIP become delinquent in the payments they owe the system for the 
incr ascd benefits paid to their retirees under the program

See, 33 estab lishes an indebtedness owed by participants in the retirement incentive program 
who. after retirement, are rcemploycd in a position that is covered by P I RS. I RS. or the 
Judicial Retirement System

Subsecl’ *n <b) prohibits participants from working for a state deportment or agency for three 
years after the participant retired there is .in exception, so long as the employee will not 
be entitled to retirement, health, or leave benefits.. . sork for live I nivcrsity of Alaska and 
for employment with the legislature during the x  ton if die employment is on an hourly 
basis Subsection (cl permits the Hoard ol Regent*, in the ease of '.he I nisctMty ol Maskj. 
and the commissioner of administration, in the ca*c of other employer*, to permit employers 
lo enter into personal services contracts with participants during the three-year wailing pcnod 
if ihc employer establishes that there is a compelling rcawort for luring live participant because 
of the participant's spcculi/cJ or extensive cxpc'iciKc

Sole th.it while subsections tbi and <c> permit stale agencies to hire certain participants, 
neither subsection excuses die participant from paying the penalty established under 
subsection (aI
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See. 34 establishes a separation incentive program (SIP) for stale agencies, which may offer
the program instead of a KIP or in addition to a RIP. Under subsection (b). (he separation
incentive is a lump sum paid to the employee after the employee leaves state service and is
a maximum of the amount of the employee’s base salary for six months or $25,000 Hie
agency may set the incentive at a lower amount. I 'ndcr subsection (c). a state agency may
ask the commissioner of administration to establish application windows for participating
m the SIP which must fall between June 30. 1995. and June 30. 1998. The application
w indows last between 30 and 60 days and mas not begin until at least 30 davs alter thcv» ■ *• # /

were established. For state agencies that arc also participating in the RIP. the windows for 
the SIP must coincide with the RIP application windows.

Subsection <d) sets requirements that employees must meet to participate in the SIP. 
Subsection (c) imposes a penally on an individual who receives a separation incentive 
payment and is reemploy cd by a state agency or the I diversity of Alaska within three years 
after receiving the payment.

Subsection (I i applies to employees who are also eligible to participate in a RIP. For those 
employees, the separation incentive payment may not exceed the amount that the state 
agency would have to pay if the employee participated in the RIP and the employee may not 
participate in both the RIP and the SIP

Subsection (g ) defines "base vilary for bill section 34

ScCxJf directs state agencies to tile with the Office of Management and Budget reports 
showing the expected effect of the RIP or the SIP on the agency's personal services cost and 
operation Subsection (b)dirccls ( )MB to report to the legislature on the RIP and the SIP 
Ihc report* are to begin January 15. 1997. and end in the year 2000

See. 36 states that employees do not have a vested or contractual right to benefits under a 
KIP or a SIP until an agreement is executed with the administrator ot the retirement sy stem.
I he legislature reserves the nghi to make changes to the program

bee. 38 makes the definitions in I KS and PI RS. as appropriate, applicable to the bill, except 
that school districts are cxdudcJ from ti c definition ol employer" for the IRS provisions 
Ibis has the effect of excluding school districts from participating in a RIP under this bill 
Subsection (c» defines terms u*cd in the bill
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See. 39 repeals AS I -1.25.045. which currently permits certain employees of the National 
Hducalion Association to participate in the Teachers' Retirement System.

S-tCuAQ repeals sections 26 27. ami 34 of the hill on July 1. 1999 Chose sections establish 
the retirement incentive program, authorize the state to participate in the RIP. and authorize 
the separation incentive program lor state employees.

Stc. 41 repeals sections 28-31 of the Act. on July I. 1997. Sections 28 - 30 authorize the 
I diversity of Alaska. Regional Resource Centers, and those political subdw isions and public 
organizations that arc employers under PliRS to participate in the RIP. Section 31. as noted 
above, allows certain state employees who worked tor a political subdivision or public 
organization before it belonged to PI RS to count those years of employment when 
determining whether the employee is eligible to participate in the RIP It would probably 
be more consistent to repeal this section in bill sec. 40. which repeals the authorization lor 
state agencies to participate in the RIP. although there is nothing legally wwng with basing 
these repeals take effect at different times.

Please let me know if  you have questions about this bill

rc .k ib
96.J39.klb
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ALASKA COUNCIL OF SCHOOL ADMINISTRATORS
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POSITION STATEMENT 
SB MS

TH IRD  TIER FOR TRS AND RIP"

The Alaska Council of School Administrators is strongly opposed lo SB MS.

In evaluating what this proposed legislation will do for future members joining the TRS 
system, we believe that it wall place the State of Alaska and the students of this state at risk 
of not being able to attract the brightest and best educators to serve in our schools.

We need only to look at the comparison of what this third tier retirement system would do 
for future Alaskan educators with other retirement systems across the country to see that we 
would lose another edge at attracting talented educators away from those states to Alaska.

Of the sixty nine retirement systems examined 53 plans allow' for some combination of 
TRS and Social Security coverage. If Alaska adopted the third tier, social security has 
never been a pan of the Alaska TRS program and would not be under this proposed third 
tier system.

While SBS has been an additional benefit to PERS members, ar.d will continue to be. TRS 
members have never been given the opportunity to participate in it.

SB MX replaces the current multiplier of 2 0 and 2.5 to 1 5 Ol the rid retirement programs 
studied, thirty one pension plans use jn accrual rate equal to or greater than 2 percent, 
twenty four pbr.s u<c an accrual rate between I 79 and 1.99 Only 7 plans use 1.5 or less 
j s  the multiplier for computation of retirement benefits. If Alaska were to adopt 1.5 

multiplier, this state would be at the bottom of the list for attractive retirement systems.

We have always heard from the Division of Retirement and Benefits of how finjr.c.ally 
strong the TRS system tv When there is discussion of jn early retirement incentive 
program, we arc rejssured that the TRS will remain financially str rag W hy are we tow 
saying we need to extend the scars of service and lower the multiplier if indeed, the -.y stem 
is financially sound’

What this third tier tcaily docs is retain the highest paid teachers in lie  system even longer 
when districts are lookmg for ways to reduce the expenses The largest area of the budget 
that can show a savings is in staff salar.es

The benefits for retaining the current retirement system far out wcig’tt the re.isons our 
retirement system in Alaska s h o u ld  be reduced io ihc p ro p o s e d  lang j j c c  As ac have 
attempted tocmphasi/c. SB MS places Alaska at the bottom of quaJ r. ar.d value when 
compared with other slates Our sjlar.es are becoming more in lire with those ot other 
states We axe having difficulty in retaining quality educators even under the prevent 
system for many di'tncts jcross Alaska By adopting SB MX. we have created one more 
reason why not to come to Alaska

We urge this legislature to take no action on SB MS

>j Stouter a • Sutu ^ • Sm j ‘ im .* ■ < ................



IF A LA SK A  W F R E  TO  CH AN GE THE IR  SYSTEM  A CCORD ING  TO  SB 148. 11 IIS 
IS H O W  W E  W O U L D  R A N K  AM ONG  A LL  THE STATES SU R V E Y E D .

A. Fifty three other state retirements systems include Social Security coverage.
Alaska would he one o f  fourteen retirement systems which docs not include Social 
Security. TRS  members would continue to he ineligible for SBS.

B. In thirty four pension plans, employees contribute over 5 percent o f  their annual 
salaries to the retirement plan. Currently, this includes Alaska. Under the proposed 
legislation, Alaska would join on ly eighteen other states who's employees contribute up to 
5 percent. Twelve other pensions plans have non-contnbutory requirements from 
employees.

C. Fifty five o f  the sixty nine plans studied used a multiplier higher then 1.5. By placing 
Alaska at the 1.5 multiplier level, this state would be in the bottom 20% . Alaska is now in 
the lop 4 5%  fo r  states who use a multiplier o f  2% or better.

This legislation will cast a grey shadow over what should be a bnght future for Alaska.

1. We axe currently trying to pass a RIP legislation to move the personnel at the high end 
o f the pay scale out early. The thtrd tier retirement system will keep them in even longer.
Is this consistent with what we arc try ing to do now?
2. It was noted j i  the recent Teacher Jcb Fair in Anchorage that there was a substantial 
reduction in qualified teachers seeking employment. Teacher recruiting wall become even 
nxire difficult because o f the fact that there will be virtually no advantages to come to 
Alaska. I f  we arc to provide incentives for the best and brightest to come to Alaska to 
teach, there most be something in place.
3. The locument put together to show the positive impact o f the three legged stool concept 
for retirement planning provides only assumptions for TRS enrollccs. One assumes TRS 
cnrollccs will also contribute to a TSA while PERS enrollccs receive die benefit o f an SBS 
Again, one would like to assume TRS enrollccs would be able to cam their required 40 
quarters dunng this 30 year period to insure they would be eligible for Social Secun.,? 
However, that is only an assumption, not a fact
We urge the House Finance Committee to *akc no action on SB 14S.

Respectfully.

D IS C U S S IO N  PO IN T S

t

Executive Director
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RESOLUTION *95-3: O PPO S IT IO N  TO CS fo r SB 148 

SUBMITTED BY Alaska Association o f Secondary School Principals

W lfERE ,VS the Senate it considering a bill (CS for SB |41j »hich would directly affect the 
teachers retirement system as well the public employees retirement system, and the judicial retirement 
system: and

WHEREAS tins bill would allow school boards to elect to parucipate’in a program ihat reduces 
the district contributions to retirement and benefits provided in the act and would deduct a reduced 
percentage of the teacher \ -ilo/v from wful is currently required: and

WHEREAS this bill states teachers initially employed by a parucipaung school district alter the 
bill goes into effect would be able to retire oniy when the teacher has attained the age o f 60 years and has 
at leaat five yean o f membership service. >r the sum o f the member s age plus 'he members yean of 
membership service equals or etcceiis 15; and

W’HEREAS the current teachcn retirement program requires both the district and teacher to 
contribute more moncv :o the system but allows retirement af the end o f 30 yean membership service or 
25 yean service wuh the last live yean in membership service: and

WHEREAS this bill reduces the amount paid to the retiree trom two or two and one half percent 
'depending on when the teacher was hired! o f the avcrare of the trochcn highest three yean of salary 
times the 'can o f credited sen ice to one and one-half percent o f the teacher's salary times the vran o f 
credited service: and

W HEREAS the Alaska Tcocnen Retirement Sytiem bos been one of the best in the United 
States and an mcenuve io bring the best possible teachen to the sure »bo might not otherwise ccme. 
especially to rural areas, and an mcenuve foe them to suy in Alaska giving educational programs 
consistency and conunuirv: and

WHEREAS ihc changes proposed in tlus bill would maae the AJasta Teachen Retirement 
System one of the wont of onv state in the United Stales and would, therefore, h.un the recruitment ot the 
best teacher, available m the ccuntrv to Alaska and could ceruinlv increase the turnover of reiKhen. thus 
affecting the rducauonal programs throughout the u x e . ahd

WHEREAS the usings b> bosh the school distrcts and individuals to their rrduced 
contributions would be minimal based on ihe need to pay those contnbuuoni on more yean a: the 
highest viionrs on individual teoe.'ter would ears.

THEREFORE  BE IT  RESOLVED that the Alaska Associacun of S e c o ja r . School 
Principals -ipposes the passage ot CS foe Sc.njte It,II No 148 or anv bill wfuch attempts to change the 
retneroer.t program trom .urre*i pro vision &v (owenng the contrbuuons oe the benefits for r r t ir rn  r 
ncreaimg the »ean ot credited .er.icc io qualify fee reurement

V/TlIUlrsJ wifh National Association o f Secondary School Principals a ts<l Alaska Council o f School A dm in.



Alaska Association of 
Elementary School Principals

Resolution 95-6

Supporting the current state teacher retirement system.

Submitted by; Alaska Association of Elementary School Principals

WHEREAS the current pension plan offers a strong incentive 
to be able to attract the best teachers and administrators in the 
country; and

WHEREAS proposed legislation (SB 148) would remove 
medical benefits for retirees and their families; and

WHEREAS a pension plan which allows for retirement after 20 
years of service can allow for motivated professionals: and

WHEREAS the proposed revision of the current retirement 
system would make Alaska a much less compctctivc state in which 
to make a career as an educator; and

WHEREAS the .Alaska State Teacher Retirement Svstem is 
actuarially sound;

BE IT THEREFORE RESOLVED that the Alaska Association o f 
Elementary School Principals supportsthc the current state 
teacher retirement svstem.
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NEA -ALASKA POSIT ION  STATEM ENT 

C S  SB  148

NEA-Aiaska opposes CSSB UB. 'An Act relating to contnbutions and benefits m the teachers' 
retirement system and in tho public employees' retirement system rotating to retirement ncentive 
programs tor the public employees' retirement system and the teachers' retirement system, 
relating to separation incentives tor certain stato employees: repealing a provision permitting the 
!\lationai Education Association to participate m the teachers' retirement system '
NEA-Alaska strongly opposes passage of CSSB  *43 Creating a new cefmed 
berefit plan for new hires and providing reduced benefits to employees will 
cause unnecessary mecuity. will discourage our young peoole from entering the 
teacrmg profession, and will estaDiisn a three tier retirement system which may 
Pe ccstly and certainly will be cumcersome to the state

The crimary issue, historically for establishing retirement systems nas ceen one 
of intent. What is the ourpose of the retirement plan? This ;s answered 'as oart 
of the overall compensation scheme) in terms ofwnat it takes to recruit and 
retam good employees A related question has to do with the length of service 
thcugnt desirable for the function For example, pension plans for emergency 
sen/ice personnel are generally structured to facilitate turnover so as to maintu .i 
a relatively younger work force, youthful physical attributes and protecting tre 
puclic have always gene hand in rand In contrast, judicial retirement plans are 
designed to bring exoenonced attorneys into public sen/ice from lucrative private 
practices

What do we wish for teachers and other public employees n Alaska? The 
historical answer has ceen given in terms of some longevity and in terms cf 
attracting energetic and competent professionals to cur state The previous dea 
included a relatively young employee who would commit to a career m cuciic 
ser/ice Our retirement plans were structured accordingly '//hat do we wish 
today? The answer may ce a restatement of historical conclusions with the 
advantage of a fresh conviction or may ce a new purpose with a different desigr 
to accomplish it Tho analyses, however should bo rigorous Our ong ’erm 
public welfaro depends upon t The current systems should net be charged 
impulsively or thoughttossly

Creation of another retirement tier will be confusing and divisive because of the 
mecuty in benefits paid unoer tho two systems NEA-Alaska is also concerned 
about the effect this change will have on the overall stability and souncnoss cf

AKCMOUUH REGIONAL O fflC S  • U I IW   . . HOI• •*»- ;•»
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'he current defined benefit plan. In-depth research and detailed analysis should 
be part of any decision to change the current systems,

The following are disadvantages to an age/weighted (ASW ) plan

* A S W plan benefits ate generally less protected from preretirement and postretirement 
inflation than are defined benefit plans. Contnbutions. though somewhat larger m later years, 
are mode based upon each year's salary rate, making tho account balance a function of 
earnings over a participant's working lifetime

* Employees must retain m the plan longer tbnn under a flat percentage of pay plan m order to 
allow enough time for tho lotc-carocr higher contnbutions to 'overcome* tho carty-carcer 
lower contnbutions

• By nature. ASW plans skew larger confnbuitcn percentages to older, long-service 
employees. Expenenco shows thol these employees lend to be more highly compensated 
than younger, shod-servico employees Therefore, a retirement system sponsonng an A S W  
plan may run into some nondiscrimination issues that moy necessitate ad/ustmg contributions 
for either or both of long and snort-servKe employees

• A S W  plans lend to mcur higher administrate costs than flat percentage of pay plans and 
are somewhat more difficult to communicate to employees because of the added complexity 
of the contnbubon tormuto.

C S S B  148 provides that employees hired after March 31. 15S6. will enter the tier 
three clan What will the actuarial impact be to the short and long term 
economic stability cf the current system? Will employees m the current plan be 
forced at seme point to increase their contributions m the system to control a 
possible increase in unfunded liability caused by less emoloyees entering the 
new plan?

The bill creates a single retirement system for state employees, Most states are 
working to reduce years of service, but CSSB 148 proposes increasing the years 
of sernce to 30 in order to draw full benefits For a person to retire, he or she 
must be 55 years of age with 30 years of service c-edit The proposed bill would 
be a disincentive for young people to enter into a career of public service 
Because of the reduction m the benefit multiplier to 1 5%. tho employee will 
receive a significant reduction in benefits but will be required to contribute 5 5% 
instead of 8 65% of pay but over a longer period of time This diminished tier 
three plan is being proposed for teachers in TRS who do not participate in Social 
Security cr a supplemental benefits system

Although CSSB  148 includes a retirement incentive program. NEA-Alaska Coes 
not support 4 as part of this bill. We support tho Administration s bill, SB 137 
Why is RIP being used to lever support for weakening our retirement systems? 
Why pubic employees are being singled out for pumshmon; is not clear We will 
not agree io give up retirement benefits for future employees for a reliremont 
incentive program

Tho current rotiroment systoms are actuarioily sound Wo urgo you not weaken 
tho retirement programs Ploaso vote agamst C SSB  148
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March 20 , 1995

The H onorab le Gail Phillips 
Speaker o f the House 
A laska State Legislature 
State Capitol 
Juneau, A K  9 9 8 0 1 -1 1 8 2

Dear Speaker Phillips:

U nder the authority o f  art. I l l ,  sec. 18, o f  the .Alaska Constitution, 1 am transmitting a b ill 
that establishes a temporary retirement incentive program fo r employees o f the state, its 
subdivisions, and its school districts, and a temporary separation incentive program fo r 
employees o f  the state.

C los ing  the state’s fiscal gap w ill require m a jo r changes in state operations over the next 
several vears. W e need to make state government more efficient and elim inate 
noncsscntial services O u r challenge is to accomplish these goals without forcing large 
la y o ffs  o f em ployees, which could nppic through the private sector and endanger the 
health o f A laska's economy. Retirement and separation incentive plans have been 
successfu lly used by the private sector and government to scale back payro ll w hile 
elim inating o r m inim izing the need fo r la yo ffs .

P rope rly  structured, these plans can be a cost-e ffective and humane method o f 
downsizing. This legislation w ill make these restructuring tools available to the State o f 
A laska , and w ill extend the retirement incentive program as an option fo r municipalities 
and school districts, which arc a lso facing the need to restructure their operations and 
w ork forces

M y Adm im strauon w ill use the retirement and separation incentives in a strategic 
approach d iffe rent from  prior programs The last stale retirement incentive program  
applied to a ll departments regardless o f their budget o r personnel situation, and had little 
e ffect on downsizing o r restructuring government



The H on o rab le  G a i l P h illip s  
M arch  2 0 . 1995  
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U nde r c u r app roach , the p rog ram s w il l be ta ilo red  to the fisca l and s ta ffin g  requ irem en ts 
o f  each departm ent Th is app roach  is s im ila r to p rivate sector and fede ra l p rog ram s The 
incentives w i ll be used in com b ina tion  w ith attrition to perm anently  reduce the num ber o f 
p ositions on  the state p a y ro ll D epa rtm en ts w ill be able to partic ipate in the incen tive  
p rog ram s o n ly  i f  *hc p rog ram s con tribu te  to the ir budget and sta ffin g  requ irem en ts and 
arc cost e ffe c tiv e .

Th-’S b i ll d i f fe rs  from  the p rev iou s re tirem ent incentive program  (R IP )  law s, enacted in 
1 986  and 1 9 8 9 , in that em p loy  ers are s p e c ific a lly  authorized to extend an in cen tive  p lan 
to em p loy ees in certa in  com ponen ts (e  g . certain state d iv is ions slated fo r  m a jo r 
red uc tion s ), in certa in  jo b  c la s s ific a tio n s , o r  certain geographic loca tion s In add ition , 
w ith  rega rd  to the state, not a ll state em p loyees  w ill be e lig ib le  to ap p ly  dunng  a w indow  
pe riod  Instead the com m iss ione r o f  adm in istra tion  is authorized to estab lish  w in d ow  
pe riods ( o f  3 0  lo  6 0  day s ) fo r  som e departm ents and not others Th is w ill a llo w  targeting 
o f  departm ents w here m a jo r reduc tion s arc contem plated , and w ill a lle v ia te  the "b ra in  
Ira in " p rob lem  that a rose when p re v iou s  incen tive program s were im p lem ented

The b i ll a ls o  requ ires that cost savings be show n lo r  each em p loyee  a llow ed  to 
partic ipa te , and that cost savings be ca lcu la ted  ove r a th ree-year p cn od  rather than a fiv e - 
yea r p e riod  Th is change from  p rev iou s  R JP  law s w ill guarantee that the re tirem en t 
incen tive p rog ram  p roduces substan tia l savings lo  the state and its lo c a l g ove rnm en ts and 
sch oo l d istric ts

There arc som e s im ila r itie s  betw een this b i l l and the pn o r R IP  law s As w ith those  law s, 
this b i l l p ro v id e s  that e lig ib le  state, m un ic ipa l, and schoo l d istrict em p loyees in the Pub lic  
Em p loyees ' R e tirem en t System  (P E R S )  and the Teachers Retirem ent System  (T R S )  may 
btain three yew s o f  re tirem ent c red it, to  be app lied  toward reaching no rm a l o r early  

retirem ent age, reducing the ac tu a ria l reduc tion  that ea rly  retirees must take, o r increasing  
>ears o f  c re a te d  serv ice A n em p loy  cc must pay the app ropnatc  retirem ent sv stem  the 
em p loyee 's n o rm a l share fo r these three years o f  credit, and the em p loye r must pav the 
v>stem the d i f f  *encc betw een what the em p loyee  pays and the actuaria l cost o f  a llow in g  
the em p loy  cc lo  partic ipa te  A pp lic a tio n s  fo r  partic ipation in the p rog ram  w i l l be a llow ed  
n ly  d unng  re la t iv e ly  «bon "w indow  pe rio d s ."  anJ the em p loyee  must rc tu t  w ith in  

ic v e ra l m on ths a lte r the end o f  a w indow  pe riod  The b i ll im poses substantia l pena lties 
on  an em p lo y ee  re tirin g  under the R IP  w ho  accepts em p loym ent w ith another P E R S  or 
T R S  em p loye* o r  w ith « Jud ic ia l R e tirem en t System  em p loye r, o r w ho is rc cm p lo y c d  as 
a m em ber o f  the op tio n a l u n iv e rs ity  re tirem ent system



The b ill a lso proposes, fo r the state on ly , another temporary incentive program , the 
separation incentive program, that has not been used previously by the state, but that has 
been used successfu lly by local governments and school districts in A laska, by the federal 
government, and by the private sector. Under this program , which may be o ffe red  in 
conjunction w'ith the RJP o r separately from  that program , long-term state employees 
separating from  state service may be paid a one-time separation incentive payment. That 
payment w ou ld  be S25 .000 or six months* sa lary , whichever is less, unless a state 
department o r the office o f management and budget sets a lower payment. As w'ith the 
RJP. separation incentive payments cou ld be made on ly  i f  they would result in cost 
savings to the state over a three-year period; the program would not be open to a ll state 
employees, but could be lim ited to certain departments o r jo b  classes; there w ou ld  be 
bnc f "w indow  periods" fo r application; and there would be substantial penalties fo r 
reemployment by the state within three years.

As this b ill w orks its way through the legislative process, representatives o f m y 
Adm inistration w ill be available to answer any questions that members o f y ou r body 
might have.

1 urge you r prompt consideration and passage o f  this b ill.

The Honorable Gail Phillips

March 20, 1995

Page 3



Apnl I I .  1995

Representative Mark Hanley 
Suic Capilol. Room 507 
Juneau. A laska 9 9 8 0 M I8 2

Dear Kcprcvcn laiisc Hanley:

With the dosing ol Ihc Alaska l*ulp Corporation sawmill, we face sharply 
declining enrollment projections for the nest three years In an era of declining 
enrollment, a retirement mccntisc program would a wonderful asset for the 
necessary reduction in staff

At present, we arc looking at every possible way to reduce our costs without 
lining our best and brightest, many of whom arc our newest members. A 
retirement incentive program will result in considerable savings lo our district as 
we will not replace people who arc at the top of our salary schedule

Reducing siafl while keeping the highest quality of energetic people is at the 
top of our pnonts list NVc urge sou to support SB H7 ami MB 270 or similiar 
legislation that provides retirement incentive programs for district employees.

W rangell School Board 
R ben C a ldw e ll. 1‘rcvidcnt

Kelt: •»* *• »ivo* »• om >'* » <.«(•



CITY OF KENAI

" O i l  C a p it a l A la s k a  "
210 FIOALGO A VE.. SU ITE 200 KEN AI. A LA SKA  00611*7794 

TELEPH O N E 007.283-7525 
KAX 007-283-3014
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Apnl 11. 1995

Governor Tony Knowles 
Slate of Alaska 
P O  Box 110001 
Juneau. A K  998110001

R E  RETIREDESTISCENTH E  PROGRAM
SR W a n d  HR 270

Ihank you for your letter of March 28. 1995 in which you encouraged comment on the 
proposed retirement incentive program (SB 137 and HB 270). The Kcnni City Council 
discussed your letter and bills at their Apnl 5. 1995 council meeting.

To dose the state s fiscal gap. major changes need to occur in how the state does 
business Over the neat several years adjustments in state operations, making the state 
government more efficient, need to take place. In some cases, there may even be 
elimination of many nonessential services Forced layoffs of personnel may be a direct 
result of elimination of programs services and making efficient existing programs Such 
lavoffs could have a npple effect on the pronto sector statewide and endanger the health 
of Alaska's economy

Ihc City of Kenai is interested and supports the concept of HB 270 and SB 137 which 
allow for retirement and separation incentive programs for employees of st.nc 
government, municipalities, and school districts With the use of retirement incentives 
which are tailored to the fiscal and staffing requirements of any participating entity, 
significant savings in program costs will result Retirement and separation incentives 
have been used successfully by the Slate of Alaska previously with substantial savings 
Private vector programs have also proved to lie successful In both of these cases, payroll 
cutbacks occurred while still eliminating or minimizing the need for layoffs

Ihc City of Kenai believes that HB 270 and SB 137 are properly structured and can be a 
cost-effective and humane method of downsizing The only consideration the City of

' X



G o v e rn o r  T on y  Know les 
A p n l I I .  1995 
Page 2

K ena i requests is that the window periods fo r any participating state gove rnm en t, 
m un ic ipa lity , o r  school distnct be identica l. Any w indow period  o f  opp o rtu n ity  needs to 
be from  Ju ly I . 1995 through June 30. 1998

The K en a i C ity  Council supports the passage o f  both H B  270  and SB  137. W e  thank 
you fo r the opportun ity  to communicate with you on this m atter.

Sinccrrlv.4 T

CITY OF KENAJU

cc: R ep resen tative  M ike N avarre
S en a to r Judy S a lo  
H ouse Speake r G a il Ph illips 
Senate President D rue Pearce
S en a to r Lyda G reen . C ha ir. H ea lth . Education  &  Soc ia l Serv ices C om m itte e  
S en a to r Bert Sharp . C ha ir. Senate State A ffa irs  C om m ittee 
S en a to r Steve Frank . Chair. State Finance Com m ittee 
Rep resen ta tive  Jeannette James. C h a ir . H ouse S la te  A ffa irs  C om m ittee  
R ep resen tative  Pete K o lt . Chair. H ouse L ab o r &  C om m erce C om m ittee  
Rep resen ta tive  M ark Han ley. C h a ir. H ouse Finance C om m ittee



PUOUC
EMPUTfHS

DON VALE5KO
>.Un»g«r/

SK/**K|r-Tf»»*W*<

VALERIE K. BAFFONC 
A ttattN  0v» f>**i

MEAOOUARTERS
7510 Arctic Bm J
A"> Al»v»J W O
TAX (907)279-7171 
(507/27ft. 7711

2' 22 * 'Port W*y 
f  A lM > J ilttTOI

FAA1507) 4VM  771 
(907/ 4525024

7i0»V*«t0c?« V>*« 
; / • * .  AltWI WftOI
rAX ,907/ W> 5757 
,907, M M » )

May 3 ,  1 995

Members of the Alaska State Legislature
State Capitol
Juneau, Alaska 99801-1182

PEt SS 2 18

Dear Legislator:

Having reviewed SB 148 in its entirety, Local 71 must go 
on record in total opposition to this bill.

The passage of SB 148 would effectively gut the Public 
Employees Retirement System. The current system is not 
perfect, but over the years has developed into a fair 
retirement plan for public employees who dedicate 
themselves throughout the course of their careers in 
public service.

Local 71 is in support of the Governor's retirement 
incentive program.

However, we would in no way be supportive of the RIP bill 
if its passage were linked to the unfair terms of SB 14B.

Sincerely,

//> 1

Donald Valesko 
Business Manager/
Secretary-Treasurer

DV:jig
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A L A S K A  STATE AFL-CIO
1501 Commercial D n w  Anchoroce Alaska >Ai:0 l fa\ ; r ^ 570

MANO FREY

L*rcutn » rrr'iJent
BRUCE 11 DWIG

-cc r-u ri 're am e r

May I .  1995

Dear Members o l  the A laska State Legislature.

The A laska Slate A L L A '10  stands adamantly opposed lo Senate Hill 
l-W. Though the committee process. SH IAS has become a bill that 
punishes new as wel l as current employees . I hc Governor 's  original intent 
has been taken trom the R IP  portion o f  the bil l . The third tier in P FR S  
and T K R S  is not in the state s o r  it’ s future emp loyees ’ best interest and we 
feel it w i l l  hurt the system irreparably in the long run.

We urge you to cast your \o tc  in favo r  o f  the state’ s employees and 
against SB  14R.

Sincere ly .

Mano Frey 
hxecu l ivc President



Mav 2. 1995

Senator Jim Duncan 
Alaska Legislature 
State Capuoi 
Juneau. Alaska 99801

D ea r S e n a to r  D u n c an :

NEA-Alaska opposes passage of SB 1*18. Creating a new defined benefit plan for new 
hires and providing reduced benefits to employees will cause inequity. Creation of 
another retirement tier will be confusing and divisive because of the inequity in benefits 
paid under the two systems. '.Ve are also concerned about the affect this change will 
have on the overall stability and soundness of the current defined benefit plan.

SB 1*18 provides that employees hired after March 31. 1996 will enter the tier three plan 
if the school district elects to participate. What will the actuarial impact be to the short 
and lonq term economic stability of tho current system* Will employees in the current 
plan be forced at some point to increase their contributions in the system to control a 
possible increase in unfundoo liability caused bv fewer employees entering tho current 
plan?

In addition to the dimimshment of benefits NEA-Alaska is concerned about allowing 
school districts to eloct to participate. Allowing a school district to opt into the new plan 
will cause inequity botweon districts smce some d'Stricts will bo in the diminished benefit 
plan while others will stay in the current program The option has the potential ot 
weakening retirement benefits to school employees who move from one district to 
■mother. The increased cost of administration will be significant since employee servico 
for retirement purposen roust be allocated to one plan or the other as well as to school 
districts.

The bill creates a single retirement svstem for stato omployoos when the current systems 
are wonting well for employees. Most states are workinq to reduce years of service but 
SB 1*18 proposes increasing the years of service to 30 m order to draw full benefits. For 
a person to retire early, ho or she must be 55 years ol ago with 30 years of service 
credit Because of a reduction in the benefit multiplier to 1 5 percent, the employee will 
receive a significant reduction in benefits but will bo required to contribute 5 5 percent 
instead ol 8 6 5 co of pay 'but over a longer period of time

LM ’ IIOftAUt U G lO N A L O m C I • n i l *  l l - j l  t i -  '.*** « w i  .  « ’  ’ ’ i  l M ' K t  •*>’ ■ :* I ©Ml
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ALASKA PUBLIC EMPLOYEES ASSOCIATION/AFT(AFL-CIO)
Slat* Heedquerlers Junaau Fla'd Offica
211 Fourth Sl'eet. So le 3C6. Junaau Aas*a 9980:
Taiaonona (9071 536-2334 iflCOi 478-9991. Fa* 463 4930

Position Paper on CSSB 148
CSSB  148 combines two pieces o f  legislation One is the Retirement Incentive Program 
proposed by G overnor Know les and the other is a drastic change to the State ’ s retirement 
systems W e strong ly  disagree that they should be combined

The Retirement Incentive Program , by itself, is a piece o f  legislation that should be adopted 
because it is a too l which allows the State, its Municipalities. Boroughs and School Districts to 
accomplish the same w ork with less money It provides fo r the orderly  replacement or eiimmanoo 
o f  employees without /ust forcing them out the door and being picked up on the ro lls o f  some 
other governmental program It is a program that deserves your support in its own right.

APE A /AFT is not averse to supporting reasonable changes to the PE RS  and TRS  systems, even i f  
the only goal is to reduce the cost fo r participating employers W e are very much opposed to 
making wholesale cuts to those systems without adequate thought going into it and without a 
complete understanding o f  the impacts that such reductions will have on the stale ’ s and other 
public employers abilities to provide services ui the next century O ur members are Alaskan 
Citizens and have as much concern as most o f  you have over the dwindling revenues W e cart 
about what we are bequeathing our children We have an interest in sw ing that every state do lla r 
spent is being maximized But i f  we just cut the cons without giving thought to o r knowing the 
consequences o f  those cuts, we may be giving future generations o f  A laska bigger problems to 
deal with than the ones we now believe they will be facing

.An employer o ffe rs its employees a retirement system fo r the primary purpose o f  recruiting and 
retaining qualified and competent employees By slashing and cutting benefits, will we be able to 
retain and recm t the same high qualitv workforce we have today State employees must deal 
with o il compenKa, m inng companies, banks and other businesses that understand the worth and 
necessity o f  keeping qualified ind able emplovces Our employees are expected to be as good o r 
better than theae eir.plo v e n  I f  thcv aren't, we could lose btlkons ui lost revenues and resources 
Those companies pay their empl< yces more money and o ffe r oetter benefits than the it a le  does 
currently W e are continually losing highly qualified employees to the private sector, only to see 
them come back later to w ork against the interests o f  the state, and fo r some private interest I f  
sufficient thought is not given to changes made in the retirement system, we will sw  even more 
turnover and more difficulty in recruiting high quality employees The best protection we have to 
o ffe r our children ti a competent govermieniaJ workforce that conrusues to operate and practice 
stewardship o f  our resources for future generations We can only auu re  that this will be done i f 
careful consideration is given before we just slash and bum up somcthuig that has been created

Anchorage Field Office PelrOanht F ‘e*d Office
• f S S C S lw e i  Sw'fe 204 A~.c*c*A0# A j i >4 99501 975 Ce< eg# HoeC F a ' e a r . *  A>«t»a 99701

t u n  * / v i  u » a » O 0 > F a ±  2 * 7  i  I M  * r » *  V e O ' W ' e  | 9 0 7 )  4 5 4  5 4 1 ? .  ( 9 3 4 )  4 7 9  9 9 9 3 .  F a i  4 5 4 - 7 4 : 4



and fine luned over the last 36 years by both Republican-led and Dcmocratic-lcd Legislatures

W e were told in the b rie f "public hearing" this bill received in the Finance Committee that the 
average state and private retirement benefit was I 5%  for each year o f  service While we don't 
have available to us on this short o f  notice, any figures fo r the private sector fo r employers who 
would compete fo r our employees, wc do have the information as to what other states o ffe r their 
employees T o  say that I 5%  is an average is a gross misrepresentation, to put it rruld'y As can 
be seen firom the attached chan, a benefit o f  I 5%  for each year o f  service would put Alaska in the 
bottom 10%  o f  all states It would have been much more correct to characterize A laska's current 
benefits as average I'm  sure that i f  someone called around to WaJmart. K -M ari and Joe ’ s Filling 
Station we come gin up some numbers to prove a I 5%  average in the private sector, but we 
don't compete fo r the same employees as they do The private employers we compete with are 
the big businesses that understand the importance o f  offering an attractive retirement package and 
understand the ctTcct that having qualified and competent employees have on their "bottom  line" 
Shouldn't you. as A laska's Board o f  Directors, have the same concern7 Shouldn ’ t you be 
concerned o f  the effects that such drastic cuts in benefits will have on the state's “ bottom  line’ *7

Wc are asking that vou not support C SSB  148 as it is currently wmtten Not because it a its  
benefits, o r because it will affect our friturc members We are asking that you not support it 
because changes this big should be considered fully and each o f  you should be fu lly aware o f  the 
impact it would have on future generations We offer to make ourselves available to w ork with 
the Legislature to make cost-saving changes to PERS and TRS which still preserve the stale's 
ability to recruit and retain a qualified and competent w orkforce Please, fo r your children’ s and 
irrandchildren’ s sake, d on ’ t support C SSB  148 as currently written

Business Manager
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Forty-one ju te s  reported that their standard pension plan curren tly  requires a 

contribution from  the em p loyee. However, three o f  these fo rty-one sa tes -  I llin o is , North 

D a k o a  and O regon -  pay the em ployee ’ s contribution, and W isconsin pays a ll but 0 .2 0%  o f  

the employee's contribution. In several sa tes , a non-contnbutory pension plan is a lao 

availab le. Among those strtes reporting contributory plans with set contribution ra les , l e  

typical percent o f  sa lary paid by the employee is about 3%  o r 6 % . The sa te  contributes a 

higher percentage o f  sa lary m most instances, ranging as high as 2 1 .2 3%  ( fo r  those reporting 

a fixed contribution am ount). O n ly  the sate o f  Massachusetts reports that it makes no 

contribution towards retirement.

One sa te  reported that as o f  January I .  .9 9 4  there was still a mandatory retirement 

age o f  70 . The number o f  y ean  o f  service required before an employee is fu lly  vested in a 

retirement system is typ ica lly  5 o r  10 yean .

Many sates require that an employee reach a certain m inimum age before retiring 

with fu ll benefits. In other states, the employe* must accrue a specified number o f  yean  o f  

service before retire men l. Severa l sutes provide fo r fu ll retirement benefits based on a 

specific combination o f  service yean  and age.

13: RETIREMENT SYSTEMS



A variety o f  com puuuons were reported fo r calculating retirement benefits. Most 

fo llowed ihc fo rm u la o f  a certain percentage multiplied by an em ployee ’ s total number o f  

years o f  service and further multip lied by the employee ’ s average final compensation. Most 

often , average final compensation is based on three yean  o f  compensation. Some states 

indicated that d ifferent benefit formulas apply depending on age o r date o f  hire.

Forty-three states (& 6% ) report that most sa te  employees do participate in the Social 

Security system. (The seven sates not in the Social Security system a rt A laska. C o lo rad o . 

Louisiana. Maine, Massachusetts. Nevada and O h io .) O f those sates where employees 

receive both a sute pension and Social Security benefits, nine have integrated plans. The 

sates o f  Delaware and Vermont have some plans which arc Integra ted with Social Security, 

as well as some plans which are not integrated.

Most sates provide some fo rm  o f  cost-o f-liv ing adjustment fo r retired workers. 

Eighteen stales reported that there is no established procedure fo r determining such an 

adjustment. Tw elve sates indicated that they lie their cost-o f-liv ing increases to changes in 

the Consumer Price Index, although the adjuitment may be lim ited to some maximum 

percent change.
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Table 13. Retirement
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ALASKA STATE EMPLOYEES ASSOCIATION
AFSCME Local 52. AFL-CIO

Ke lly  Brown. President 
3510Spenard Rd.. Suite 201 
Anchorage, A K  99503 
May 2 ,1 9 9 5

A la sk i State Legislature 
State Capitol (MS 3100 )
Juneau, A K  99801-1182

Dear Members o f the Alaska State leg islature.

I am wnting penona lly . and on behalf o f the approximately 8.400 sate workers represented by the Alaska 
State Employees Association, to express opposition to Senate B ill 141. This bill should never have been 
tied to the G ove rno r! Retirement Incentive Program (.RJP), and It should no< h ive  been put on such a fu t  
crack that we have had no ame to evaluate its impact on public employees. Fust unpreuioea tnrflca lf that 
SB  148 is a heavy-handed, meat cleaver attempt to cut costs by gutting the Public Employee Retiiemcm 
System (PERS ) and the Teacher Retirement System (TR S ). We urge you net to pass this Icg is liLoo .

The R IP  bill, whsch w ill u v e  the state money i f passed, should be allowed to stand on its owe m m ta. But 
SB  U 8  should be voted down -  or. at the very least, it should be referred to an tntenm committee fo r 
study dunng the next frw  months There are better ways to deal with Alaska's fiscal ensis than simply 
chopping 40%  sc ro ll the board from  public employees' retirement benefits.

Many o f you have proven yourselves be thoughtful lawmakers with the best interests o f  A laska at heart. 
W e a rt confident that ail o f you want to deal responsibly with our fiscal enn v  but w t are noa sure that all 
o f you have had the omc or the opportunity to a ru ly ie  the consequences o f this legislation. Please do 
* hates cr you can b  stop SB 148. or at least to slow u down Let's give ourselves ame to find those better 
ways.

Sincerely,

K e lly  R  Brown. President 
\laaka State Emplosec* su tx ianon

AVCHCMCI o m c i JCMM. c m c t f A lR lA M t l  omci



p u b l ic  s a f e t y  e m p l o y e e s  a s s o c ia t io n
1569 S. BRAGAW . SU ITE  201 
VNCIIORAGE. ALASKA 99508 

•907) 337-1979

1995

Alaska legislative Memtvr 
Male t'apitol Building 
Juneau. AK. 99K0I

Dear Membersm tho A;.i'* . •» u I * .-mature

Alter a thorough rev u-w t Mi -s the Public S.uets I mplovees Association linds it most 
oppose this bill in it ' entirctv

SB 1̂ 8 in n soriginal t»»nn ».»«. i>ppo\cd due to it s deviation trom the proven P.E.R.S. 
•.vstcm: in it s present I.-mi Mi W.juts the P E  R S. svstem. In discussions with 
numerous members ot ihis legislature PS I; A. has stated it would promote active 
discussion ot the Mate Retirement pac cage dunng the intcnm penod.

\dditionallv SB l-W should never have been combined with a Retirement Incentive 
Package The RIP is a line management tool in it sown nght and should be passed on it s 
own mcnts.

We have no doubt that mans . i v.«u are working tor the best ol all Alaskans. We promote 
’he positive attraction and retention • I State emptovees Please work with us to obtain our 
goal by working with us tit ihe mtenm

S i n c e r e l y

Keith Pemn 
President



Inlandboatmen s Union of the Pacific
MAJUNfOTVTJJON — JNTDLS'AIICSAl-tC .SCSHOXCM CrS 4 W AHMOUSEMLVS CNION 
N'AT.CN AL O F T d  • DO O C . STU77 * S tA TTJL WA t I ’.O* • 20*)*4**7» • fA X U 4 47 U

.A laska State Leg islature 
State C ap ito l 
.'uncau. .\Jaska  9 9801

R £  SB  148

D ea r Senators and R cp :e sen :a a \c s

The ju a .n d b o tt r .c n  s \ nton ot the Djc ;£ ic r .u s t  go on  reco rd  as being strong ly  opposed  to 
S 3  148

Passage o f  SB  U S  w oiud  create a th ird  tier o f  re tiree  em p loyees and even tu a lly  create a 
th ird  c lass retiree W ith  utc recuc r.cn  in PH RS  as p roposed m S 3  U 8  rea rees w ou ld  not 
he ab le to a ffo rd  to rcc re  in A laska

I: w ou ld  seem approp ria te to I- is e  pub lic  beanngs on  thus b i ll o v e r the in terim  The 
leg is la tu re  represents the residents o f  this great State and they ate en titled  to have the ir 
op in ion s heard on a n a tte r  c f  such s ign ificance

The In la n d b ow n en  s U n ion  c f  the Pac ific  is in support o f  the G ov e rn o r s retirem ent 
incentive program  W e are r.ot, how ever. suppo rr.sc  o f  the R IP  b i ll ; f  it is ro lle d  in to SB  
J48

S in ce re ly .

3 o b  P rovos t 
P eg ion a l D irec to r
‘.n .andboa tm cos U n ion  o f  the Pac ific  
V laska R eg ion

MCQtONaL CFFlCf S
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May 2, 1995

Member., of the Alaska State Legislature
State CipitcL
Juneau, Alaska 99801-1182

A£i Sa 148

Dear Legislator:

Having reviewed S3 1*18 in its entirety, Local 71 auat go 
on rocord \r. totai opposition to this bill.
The pao3ace if S3 148 would effectively gut the Public 
Employees Retirement System. The current system is not 
perfect, bttt over the years has developed into a fair 
retirement p.an for public employees who dedicata 
themselves throughout the course of their careers in 
public service.

Local 7*. is in support of the Governor's retirement 
incentive program.

However, we would :n .no way be supportive of the RIP bill 
if its passage were linked to the unfair terms of SI 148.

Sincerely,

Donald Valcsko 
Business Manager/
Secretary-Treasurer

CVt^lq



F airbanks C entral L abor Council
3IS B & m tcu  Street 

Fa irb ank i, AJaaka 99701-A56B 
1907) 4M -4M 4

AFL-CIO

Vtay 2. 1995

To Mempors of me Aasxa Stale Leg siature

On oehaif of toe rajroanKs Cent'at Labor Courol tot me exoress my deep 
concern over SB 148 <RlS) My mam concern s me soeea and scope ot me 
cnanges otmg proposed

If a state employee in the GGU -vcrVs 'cr 30 years at a pay rate of S2.500 CC a 
month ne or she can exoect :o receive rwo thircs of that or Si .687 50 a month as 
a rebrement benefit Cuar Legislators t *s my opinion that a further reduction m 
'Ofrement oenefits will reduce state emp'oyees to .iving off government 
because they certainly will '•ot oe ao e to live ort their retirement

i jrgo you to look at the long term consequencos of the changes proposed in 
SB 148 (RLS).

Smcereiy

„afin S 3rown 
Pusident

• SB ,ia
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Labor Independent Voter Education
’ ci *eio« Cy' r̂M ’̂i r w i  »«»i f»o *5*

6AF1BARA HUFF TU C KN C SS . (Executive O .rtctO II 
*>0 SOX 102912. ANCHORAGE ALA3KA I I J 'O  1*071

G ERA LD  L . HOOD. (S«cro U ryn y»*tu r«r) 
'FA M ST IR S  LOCAL *5*

M*y 2, 1995

Mr. Jim Duncan 
Alaska State Senate 
Stale Caoitol (MS 31C0)
Junaau. AK 99801-1182

Dear Senato^Oi^ca-

On benarf of thê  many thousands of public employee* that Tearrsters Local 959 
-eoresents. I am wnung to reaueat at as a Sarator. and a duty elected reoreaentatlvt 
of al your consctuenaes you vote NQ on Senate Bat (SB) 148.

SB t48 rot oofy orascca ty crangea me curent retirement ayatam. as me member* wt 
represent know it today out oue to me last tracking of thn legislation we are buay. aa I 
wnte mis. Dnefing mem of thase circumstances

Pubic emoteryees. fcke cmer ctuens cf our great State, have me nght to a fair ano open 
pubhc process ano wn#n me Legislature oeodee to make aweooog changes to a system 
ke the rewement program, tney should Of property noticed. We reouest your cartful 

and cautious review of this ’eg«aiat>on m g*eat nopes that fairness wsl prevail and Mis 
egrsiatoon wsl be voted ccwn.

S-ncerery.

StrtJlra Huff Tuckness 
Orector. A L I V E  
Teamsters Local 959

Auvi\• Bosvaec; a lta
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May 2 *995

Jim Duncan
Alaska Slate Leg stature
State Caoitol (MS 3t00)
Juneau. AK 99801.M82

Dear Senator Duncan

I am w.itng th*s er.er :c vc :e ~v con on to SB i*8. regarding crcocsea changes to tne 
State Retirement System

SB '*0 proposes cnango6 to tne 'evement program for public employees without the 
aenetrt c» proper puonc "ear.ng ^uDiic employees, like otner citizens ot the State, are 
enrdeo to noticed out?c -ear ngs esoecatfy when orasoc changes to legislation occurs 
as is being proposed m SB *̂ 8

Aooibonatfy. SB **8 accesses not onry changes to the retirement system out includes 
earty retirement ncentTves wr cn sr.ouia oe handled as separate legislation and shomd 
aiso reoixe a proper puO’C nearing prccess. SB 1*8 deserves an open puonc naanng 
process '4te any ether p ” o 'am trus eg sation through the process at the 'ast minute 
s g xsvy  urtar anc a g'eat r (Us? ce to me thousands ot puoic emo:oye«s in our State.

*Ve urge you not to Suooor. SB ’*Q

Sincerey

C "t i t  tty l --

; i  Vy/ £ p i r r * ) u c \ j * - \ r  

r^>\C^. - y f  ( j

MU.*
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May 2. *995

Jim Duncan
Alaska State Legislature 
State Caoitol (MS 31C0)
Juneau. AK 9980M*82

Dear Senator Durcan

I am writing trus letter to «c ce my con<on to SB 1*8. regarding proposed Granges to the 
State Retirement System

SB 1*8 oroposat changes to tn« retirement orogram for public employees witnout the 
benetrt ot proper, puouc rearing Pupiic employees, like otner crniens ol tne State. are 
entrtJed to noticed cuDoc nearngs esoeoajry wnen drastic cnanges to legislation occura 
as is oe«ng proposed m SB **8.

Ao&oonwty. SB tag aacresses not crty cnanges to me retirement system, but mdudes 
earty rturement incentives wnicn snouid be nanoled as separate legislation and mould 
aiso requre a proper public rear.rg p rcca ii SB t*8 deserves an open ouDiiC hearing 
process * e  any ctner cm To 'am tnis legislation throogh the process at the tast metute 
s grcssfy untw ana a great r |Ustce to the tncusancs ot public ampioyees »n our State.

We urge you ngj to support SB 1*8

SmcereTy.

S'*

MtiW
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May I  ‘ 995

j»m Ouncan
AlssKa State Leg'S’atu'e 
State Caoitol (MS 31C0‘,
Juneau. AK 998C1 *̂52

Dear S en a to r Duncan

l am wmmg ims er.er :c vc-ce '~y opinion to SB 148, regarding proposed changes to the 
State Retirement System

SB ‘ 48 proposes cnanges to :re  retirement program for puOlic employees without the 
oeneM of orocer. public neanrg. Public employees, like other citizens of the State, are 
entitled to noticed cuouc Hearings, especially when draitic changes to legislation occurs 
as .s Cemg prccosed >n SB t48

Aodr.cnaity. SB *48 aacresses not onty cnanges to the retirement system, but indudes 
eany 'etirement ncentives wnicn snou'd be ntnoleo as separate legislation and shodd 
aiso 'eou-re a orocer. cuoiic nearing orocess. SB 148 deserves an open public hearing 
crccess «ke anv ether cri To ram this legislation through the process at the last minute 
s grcssty unfair and a great injustice to the tnousanos of public employees in our Stete.

We urge you ng; to sucpon SB 1*8

Sincerety.



• w  o£ •?« 03= : : fm - • > o .4 . 5

May 2. 1995

Jim Duncan
Alaska State Legislature 
State Capitol (MS 3100)
Juneau, AK 99801-1182

Oear Senator Duncan

I am writing this letter to voce my comicn to SB ^*8. regaramg proposed changes to the 
State Retirement System

SB 1*8 proposes cnanges to the retirement program tor puDtic employees without the 
oenefit of proper, puoiic nearing. PuCnc employees, like other atuens of the State, art 
emitted to noooea pu&rc "carings. esoeciaity when drasoc changes to legislation occurs 
as is being proposed m SB 148

Additionaty, SB 1*8 addresses rot cnty changes to the retirement system, but mdudee 
early retirement incentives wmch should be handled as separate legislation and should 
aiso require a proper, puoiic nearing process. SB 1*8 deserves an open puouc heenng 
process tike any other NT To ram this legislation through the orocess at the last minute 
s groswy unfa* ana a great »n|ustice to the thousands of oubitc employees in our State.

We urge you ng; to support SB 1*8

Sincerely.

n i l  js



s !  5

May 2. ‘.995

Jim Duncan
Alaska Slate Legislature 
State Capitol (MS 310Q)
Juneau. AK 99801-1 ‘ 82

Dear Senator Duncan

I am wrung this letter to vo:ce my cctr.cn to SB 148. regarding proposed cnanges to tne 
State Retirement System

SB 148 proposes cnanges :c the retirement program tor puDlic employees without the 
benefit of proper, puoiic hearing. Public employees, like other citizens of the State, are 
entitled to noticed puouc hearings, especially wnen drastic changes to legislation occurs 
as is being proposed m SB 1*8

Aooit»n*jfy. SB 148 aacresses not only changes to the retirement system, but atdudes 
earty rewement incentives wh.ch anouio be nanaied as separate legislation and shocrfd 
also require ■ Droper. public nearing process. SB t48 deserves an open pubkc heenog  
process ike any other od. Tc ram this legislation througn tne process at the last rrenute 
<s gross/y unfair and a great injustice to the thousands of public employees m our State.

We urge you QflJ to support SB 140

Sincerely,





Financial Section

Schadulo i

STATE OF ALASKA 
PUBLIC EMPLOYEES’ RETIREMENT SYSTEM 

(A Component Unit of the State of Alaska) 

Required Supplementary Information 
Analysis of Funding Progress 

(000s omitted)

Unfunded 
(asse ts  in 
oxcess of)

Pension pension
benefit Unfunded bonefit

ob li­ (assets in obligation
gation Not assets excess of) Annual as a
year available Pension Percen­ pension covered percentage

ended for Plan benefit tage benefit payroll of covered
Ju n e  30 benefits obligation funded obligation (unauditod) payroll

1985 $ 1.295.536 S 1.446.672 89 6% $ 151.136 > 830.579 18 2%
1986 1.739.W3 1.556.610 111.8 (183.233) 890.092 (20 6)
1987 2.010.196 1.905.001 105.5 (106.195) 891,302 ( 11.8)
1988 2.123,695 2.246,585 94.5 122.868 908.363 13.5
1989 2.452.962 2.563.268 957 110.306 912.834 12.1
1990 2.746.555 2.753.518 99.7 6,963 952.070 .7
1991 3.017.541 3.339.145 90.4 321.804 1.027.807 31 3
1992 3.454.104 3.740.882 92.3 296.778 1.083.816 2 6 5
1993 4.007.907 4.125,761 97.1 117.854 1.135.889 10.4

Analysis of iho dollar amounts of not assets avail­
able for Plan benefits, pension benefit obligation, 
and unfunded pension benefit obligation in isolation 
can be misleading. Expressing tho not assets avail­
able for Plan benefits as a percentage cf the pension 
bonofit obligation provides ono indication of tho 
Plan's funding status on a gorng-concern oasis. 
Analysis of this percentage over time indicates 
whether tho Plan is becoming financially stronger or 
woakor. Generally, tho greater this percentage, the

stronger tho Plan. Troxis in unfunded portsion 
benefit obligation and an.iual covered payroll are 
both affected by inflation. Expressing the unfunded 
pension benefit obligation as a percentagoof annual 
covered payroll approximately adjusts for tho effects 
of inflation and aids analysis of tho Plan s progross 
made m accumulating sufficient assets to pay ben­
efits when duo. Generally, tho smallor this percent­
age. tho stronger tho Plan.

Accompanying "0ten to ji/pp<*m*ntjrv n/omAhon



FmancialSection

___________________________________________________________________________________Schedule 1

STATE OF ALASKA 
TEACHERS' RETIREMENT SYSTEM 

(A Component Unit of the State of Alaska) 

Required Supplementary Information 
Analysis of Funding Progress 

(000s omitted)

Ponsion 
benofit 

obligation Not a sse ts  
year available Pension Percen­

Unfundod 
(asse ts  in 
excess of) 

pension
Annual

covered

Unfunded 
(a sse ts  of 
excess  of) 
pension 
benefit 

obligation 
as  a 

percentage
onded for Plan benefit tage benefit payroll of covor )d

Juno 30 benefits obligation funded obligation (unaudited) payroll

1985 S 866.333 S 1.0-12.551 8 3 .1 * $ 176.218 S 358.110 49 2%
1986 1.141,650 1.115.773 102.3 (25.877) 392.136 (6 6 )
1987 1.303.464 1.210.909 1076 (92.555) 348.606 (26 6)
1988 1.356 575 1,347.859 1006 8.716 361.310 2 4
1989 1.545.877 1.557 643 9 92 11.766 431.445 2 7
1990 1.706.346 1.895.030 90 0 188.684 449, e38 41 9
1991 1.824.663 2.075.405 87.9 250.742 422.655 59 3
1992 2.031.938 2.231.746 91.0 199,806 448,186 44 6
1993 2.306 503 2.429.456 94.9 122.953 476.428 25 8

Analysis ol ihe dollar amounts ol not issots avail­
able for Plan bonolits. pension bo no fit obligation, 
and unfunded pension benefit obligation in isolation 
can be misleading. Expressing tho not assets avail­
able for Plan benefits as a percentage of the pension 
benofit obligation provides ono indication of the 
Plans funding status on a gomg-concom basis. 
Analysis ol th.s percentage ovor timo indicates 
whether tho Plan is becoming financially strongor or 
weaker. Generally, the groator this percentage, tho

stronger the Plan. Trends in unfundod pension 
benofit obligation and annual covered payroll are 
both affected by inflation. Expressing tho unfunded 
pension benefit obligation as a percentage ot annual 
covered payroll approximately adjusts for the effects 
of inflation and aids analysis of die Plan’s progress 
made in accumulating sufficient assots to pay ben­
efits when duo. Gonoraity. tho smaltor this percent­
age. the stronger tho Plan,

See accorrcanyng n o f t  to 'oqu '»a tupctom tn tay nformMUOO.



Actuar ia l Va lua t ion Report  
as o f  June 30, 1994

Prepared by:

William M. VUrav. lacorpomad 
Odc L'o-oe Sfuarr. Suiu JIOO
600 ’ r.i>rr»rr SCTM
Scaole. VA  *11010137
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L E G IS LA T IV E  A FFA IR S  A G EN CY 
S T A TE  OF A LA S K A

W ’t iA5-iS67or 4ti5-H50
MA 9W?« 46i‘ 2029 IM Sm  vtei. Sum- 409
UniLSiupJlOl J m ta u  .«■ cu

^iVISION OF LEGAL SERVIL - S

April 7.1095

S l'B JE C T : The Child Support Enforcement Agency
(Work Order No 0-1 S0868\A)

TO : Senator Steve Riegcr
Attn Ann

FRO M : Terri Lauterbach /  \ '
Legislative Counsel \ 1

Enclosed is a work dull attempting to implen ent your wish that obligors who arc not current 
with their ch.ld support payments be treated separately from other persons dealt with bv 
CSED

I realize that the work drart does not completely implement your wish that there be two 
separate agencies, but provides only for two otTices within one agency The reason I have 
written the drart this way is because federal law requires that a "single and separate 
organizational unit" (42 C S C  654 (3)) be designated for establishing, administering, and 
enforcing child support orders I think even having two "orticcs* within CSED might violate 
this requirement, so I luvc added provisos to the drart about being "allowed by federal law " 
I assumed that you did not want to jeopardize federal funding of CSED since approximately 
•*7% of its administrative funds come from the federal government and, additionally, Alaska 
must have jn approved child support plan in order to get full federal financial participation 
in the \FDC program

I apologi/c for not bunging up the "single" requirement earlier in our other conversations on 
this topic Please let me know if I can be of further assistance

I ML Imb klb 
‘>5*161 Imb

Enclosure
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Lauterbach 
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WORK DRAFT WORK DRAFT WOFK DRAFT

SE N A T E  B IL L  NO .

IN  THE LEG ISLA TURE  OF THE STATE OF ALASKA

NINETEENTH LEG ISLA TU RE  - F IRST  SESSION

DY SENATOR RIEGF.R

Introduced:
Rtfcrred:

A B IL L  

FO R  AN A C T  E N T IT L E D  

"A n  A c l re la ting  to the functions o f  the child support enforcement agency."

B E  IT  E N A C T E D  BY  TH E  L E G IS L A T U R E  O F  T H E  STA TE  OK A LA SK A :

* Section 1. AS 2 5 .2 “  u |Q  is amended to read:
Sec. 25 .27 .j I 3. CREA T IO N  O F C H ILD  SUPPO RT  ENFORCEM EN T 

A G E N C Y  There is created in the Department o f Revenue the child support 
enforcement agency. I L a l t o d  under app licab le  federa l law , thy qgenev sha ll 
c o m b L o f a .child support o ffice  and a ch ild  support enforcement office,

• Sec. 2. AS 25 27 .010  is amended by adding new subsections to read:
(b ) I f  created under u i  o f  this section, the child support office shall establish 

paternity and child support obligations under this chapter and administer a child 
support order under this chapter when no ancan  are owed under the order. I f  ancars 
accrue under .in order being administered by the child support office, the child support 
o ffic e  shall transfer the administration o f  the order to the child support enforcement 
o ffice .

(c ) I f  created under (a t o f  this section, the child support enforcement o ffic e

•f.
/C fi r r ro  rsarr a ju c x rrr r ;
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shall perform  the duties o f the agency under AS 25 .25 , seek enforcement o f child 
support orders under this chapter, and administer child support orders under which 
arrears arc owed. Upon payment o f a ll the arrears under a child support order, the 
ch ild  support enforcement office shall transfer the administration o f  the order to the 
ch ild  suppon office.

(d ) The commissioner o f revenue shall, by regulation, determine whether the 
ch ild  support office or child support enforcement office, i f  they arc established under 
(a ) o f  this section, shall perform  the functions described in this chapter that arc not 
c le a rly  ascribed under (b ) o r (c ) o f  this section. When maJang the determination 
required under this subicction. the commissioner shall implement the legislature's 
intent that, to the extent allowed by federal law, the eases o f  potential ob ligors fo r 
whom a support order has r.oi yet been issued and obligors who owe no arrears should 
be handled separately from the eases o f  obligors who owe arrears.

WORK DRAFT WORK DRAFT WORK DRAFT

•2-
:-:<y T»:ti ;mrrrr :z x r »raocrrrr;
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State of Alaska
mbudsman

A Leg islative  Se rv ice  A g ency

May 5, 1995

The Honorable Steve Ricgcr 
Member o f  the Senate 
Alaska Legislature 
State Capitol, R oom  516 
Juneau, \laska 99811

• | • *9
♦ N J 0 5 £33

Child Support Enforcement Division (C S E D ) Organization

□ p o . B ox iw eae
Anchor»o*. AK »510-263 fl 
(007) 200-5290 
(600) 476-2624 
(FAX) 269-5291

Z K ^ P O  Bo* 113000
Juhmu . AK V3611 -3000 
(007) 465-4070 
(600) 475 4070 
(FAX) 4650330

□ P O  Be* 74356 
Fttrtunfcs. AK 00707 -056  
(007) 451-2680
(600) 4780257 
(FAX) 451-2957

ipologies fo r the delay in responding, at our recent meeting you inquired whether, on the 
ba>is o f  its experience in dealing wuh the Child Support Enforcement Division (C SE D ), the 
Ombudsman’ s O ffice thought there would be merit in splitting C SED  into two sections o r groups dealing 
with (1 )  ob ligors 60  days in arrears and more and (2 )  ob ligors who arc current and remain cuncnt in 
child support payments

Y ou  asked this office fo r an opinion on the advantages and disadvantages o f  reorganizing C SED  
operations as you outlined Typically, the O ffice o f  the Ombudsman only makes recommendations 
fo llow ing a form al investigation and as a pan o f  the rcpon o f  that investigation Wc have not specifically 
reviewed the organizational framework you propose in any investigations conducted concerning C SED  
Indeed, to  date, there has been no such investigation o f  C S E D ’ s internal management structure, and wc 
have not specifically discussed this organizational format with C SED  administrators. M oreover, as wc 
understand it, C SE D  is tn the process o f  reorganization, the issue on which you asked us to comment 
mav be addressed in that reorganization Nonetheless, I asked my s ta ff to review your proposal in light 
o f  their experience in dealing with CSED  Permit me to share their comments with you:

An Anchorage investigator observed that splitting the collections caseload into two groups could 
have some merit. The group o f  current obligors would need less intensive oversight, freeing up ease 
workers fo r more intensive collection activity relating to those in arrears Rather than a 60-day limit, 90  
o r  120 days might be more realistic, and more in line with the time frames used by other state and private 
collection agencies Perhaps haring an ’ intensive’ group would lead to greater predictability in collection 
efforts Two recent examples illustrate sometimes unpredictable collections e fforts One obligor 
vo luntarily used C SED  as the collection agency fo r his child support debt C SED  was three months 
behind in setting up this ease so it treated the obligor as i f  he hadn’ t been paying C SED  put a lien on his 
property and reported him to the credit bureaus Wc heard from  him when he cou ldn ’ t sell his house 
Another ob ligor lias not nude child surport payments in three y ja u  because the ease has not been 
properly set up There have been qo adverse consequences fo r this ob ligor whose ex-spouse and children 
are now on public assistance

A Fairbanks investigator commented that establishing a friendlier process fo r those in voluntary 
compliance would be well-received CSED . he observed, might even offer incentives, such as greater 
access to case workers and suggested that perhaps C SED  should consider a ’ cradle-to-the-gravc* case 
handling process fo r those in compliance, instead o f  the "team ’* approach (Indeed, as wc understand it. 
the new C SED  D irector is phasing in just such a case management approach )
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Our Fairbanks sta ff director noted that C SED  well mav need to employ tough collection 
procedures with uncooperative obligors, but should consider a different approach fo r cooperative 
obligors For example, she suggests that

(1 )  C SED  provide written notice and careful file review before taking such harsh collection 
measures on cooperative obligors w ]kj haven ’ t be®  ID UKA U  fa r fine xeAf *■&% garnishing 
bank accounts and placing liens on property A one-year period shows stability and establishes a 
payment history, whereas 6 0  days current is too bn c f a period in which to demonstrate an 
ob ligo r’ s reliability, a one-year period would be one way to distinguish between reliable and 
Unreliable obligors

(2 )  C SED  revise its form  letters, they could be "threatening'* fo r uncooperative obligors and 
"business-like" fo r cooperative obligors Several sta llm emocrs observe tliat many obligors object 
most to the iujm  o f  the form  letters C SED  currently uses because these letters seem to suggest the 
obligor is ‘ bad* o r uncooperative from  the start

Other than these two types o f  complaints, "unreasonable delay" is the complaint most frequently 
lodged with the Ombudsman's office Investigators conclude that a great deal o f  the delay is caused 
because one C SED  team hands o f f  the file to mother team and the receiving team doesn’ t pick it up in a 
timely manner, the absence o f  timely commuricaiton appears to be the main factor in creating that delay

As you will note in reviewing the enclosed briefing paper wc prepared on CSED -rc latcd issues, 
this office long has been concerned that C SED  appears to treat the cooperative obligor the same way it 
treats the uncooperative obligor Wc think that is inappropriate It is a problem that dea rly  merits 
attention from  C S E D ‘ s new management A letter from  a complainant who contacted ou r Fairbanks 
office is illustrative A copy o f  Fairbanks attorney Kcnncih C ove fl’ s letter is attached to the bncfing 
paper, he authorized its release both to the agency and to anyone with whom w-e discussed this problem 
The “ Letter o f  Intent ' you offered in the Senate Finance Committee Tuesday. May 2. to  accompany 
CSSB  115 (Finance) speaks to the need for C SE D  to address this problem In listening to the discussion 
before the committee. I sensed no diugrcement with the objective you stated Absent a formal 
investigation, however, the Ombudsman cannot support a tpccdsc C SED  reorganization proposal, 
nevertheless, on the basis o f  its experience with the agency, the Ombudsman bdicvcs that C SF J ) should 
handle the cooperative obligor differently from  the uncooperative obbgor

For your information, the enclosed bnc.’ir.g paper was prepared follow ing discussions between the 
undersigned and the Comnusuoncr o f  Revenue It was intended lo  be o f  assistance to the new 
administration, alerting the Comnusuoncr and has sta ff lo  issues revealed either in investigations 
conducted by this office or in the pattern o f  complaints wc had observed over time This briefing paper

SC I! mem
Fnc lo iu rc



O M B U D S M A N  B R IE F IN G  fo 
G LE N D A  ST RA U BE . D IR E C T O R , C H IL D  SU P PO R T  E N rO R C E M E N T  D IV IS IO N

February 10. 1993

Q u id  Support Enforcement Division (C S E D )

1 Management On the basis o f  this o ffice 's  contacts with C SED . the Ombudsman observes 
that strong, knowledgeable, inspired leadership is critical in managing the division In 
recent times, there have been too many short-tenured directors attempting to lead this 
agency Typically, they knew too  little about the subject matter C SE D  is charged with 
administering o r enforcing The result: senous morale problems have developed among 
staffiand ease workers In enforcing the law, C SE D  should be perceived by the public as a 
fair-minded agency, whose s ta ff a lso has sense o f  compassion fo r the ob ligors, especia lly  
those who arc cooperating with C S E D . as well as fo r obligees T oo  often, it appears to 
the Ombudsman that C SE D  has employed a hard-line approach, using enforcement as a 
hammer, not as a too l Example Fairbanks attorney Kenneth L C o v c ll’ s January IS , 
1995. letter to Deputy Ombudsman M ike Hostma M r Covc ll has granted the 
Ombudsman permission to release his name and this letter (Attachment I )
•

2 Communications C SE D ’s initial letters to ob ligors arc nearly unintelligible to many who 
reccr.c  them, they should be written in plain English Many recipients lack rhetorical 
sku ll, many are non-college graduates Under a previous C SED  management, samples o f  
C S E D  correspondence were submitted to the Ombudsman sta ff fo r review and comment 
Vthough the Ombudsmans recommendations fo r revisions were submitted, we are 

uncertain whether the suggestions were implemented
Initial notices to obligors cou ld be made less frightening, e.g. by explaining what 
percentage o f  one s income will like ly  be required under Rule 9 0  3 to support, one. two. 
three or more children, rather than setting out hard prelim inary numbers which tend to be 
the highest possible charge The Ombudsman s ta ff has found that in eases involving 
\ F D ( ‘ Public Assistance ob ligors, there is a serious lag time between the point at which 

the D ivision o f  Public Assistance (D P A ) in the Department o f  Health Sc Socia l Services 
informs C SED  o f  an obligation and C S E D  inform s the ob ligor a child support debt is 
owed to 'he state, an entire year may be consumed in th. t process Meanwhile, during 
that time, a huge debt can accumulate IlecommetsiaUQ  the time between when D P  A 
establishes an obligation and C S E D  notifies ob ligor o f  that obligation should be shortened 
Additionally, out-of-state ob ligors shou ld be more timely notified o f  an obligation
Mi>dificauon Nonces Obligors should receive in formation about how to avoid a child 
support arrearage Tr»c ob ligor should be (o ld  that an arrearage and its possible 
consequences might be avoided i f  the afciigor nays the proposed modified upward support 
amount even dunng the period before a modification order takes effect RecommeutJillian 
C S E D  needs either sta ff o r a volunteer fo rce to help ob ’-igors. o r other clientele, complete 
paperwork I f  there is a confidentiality iisu*. volu r,tccr(s) cou ld sign a confidential^ , 
agreement as Ombudsman volunteers do
D o w n w a r d  modification requests from  ob ligors, e x .  where custody has changed, can 
lake as long as eight months to  process Meanwhile, collection action may be taken 
inappropriately against the ob ligor Retroactive arrearages created by u p w a rd  
modifications seem to be instantly enforced by liens on real property and PFD  
attachments Perhaps this is a computer function, but, in many cases, the affected obligors 
have cooperated hilly m the m odification process h m e  should C S E D  take severe 
enforcement measures in the case o f  cooperative obligors, especially those never 
otherw ise n arrears* Example See the C ovc ll letter. Attachment I

Federal rules require that modifications be scheduled within 30  davs o f  the ob ligor t 
request However. C S E D  doesnt actually review these requests until three or four
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months, and as long as six to nine months, have elapsed Recently, CSED has been 
working requests filed a year earlier

Some teams with extraordinarily high caseloads arc as much as six month*’ behind in 
opening and answering their mail. Retrieving files to service a ease require* three day;, 
these tiles arc not stored in the Enscrch Building Questions Is otf-suc 'lie storage 
practical or efficient? Is expensive "class A* office space required for CSED offices'! 
What is the status of the -12 new CSED staff positions added by the Legislature for FY  
1995° Were these positions authorized but not funded’’ Were they added to interstate 
teams or elsewhere in the division1 The Ombudsman understands that CSED did get 42 
positions, was scheduled to received 20* more but has been unable to secure them 
because of the new administration's hiring freeze

Itecnmmeinhnnr The new CSED Director should examine the status of correspondence 
and phone calls with each team How many letters remain to be opened, read, answered1 
How many phone calls remain to be answered’’ How long is each team taking to respond 
to correspondence, telephone calls, calls to the KIDS line1 What are acceptable response 
times1 It the responses arc not being made within that period, the department and division 
.should consider seeking funding for temporary employees to reduce the backlog and to 
seek funding for additional permanent employees to answer correspondence and return 
phone calls within acceptable time periods The experience of the Alaska Commission on 
Postsccondary Education reducing significant correspondence and telephone message 
backlogs would be a helpful example

Kids’ Line The KIDS Line message system ;s a chrome CSED problem CSEDs goal 
for caseworkers is to respond to messages within three working days, however, the 
Ombudsman caseload retlects large numbers of complaints that CSED docs not respond 
within those guidelines There can be a considerable lag between the time messages arc 
lert and CSED caseworkers reply A large percentage of calls arc local, however. CSED 
only makes collect aut*of-staic calls ~ftecnntme»<ionnn The KIDS Line should be 
monitored to ensure thrcc-dav response time is being met Xoic Some CSED team; j r j  
on top of their caseload calls Other teams may not be as efficient Why1

Interstate Teams

The Ombudsman believes there arc serious problems in CSED s team approach to ease 
management This is perhaps best illustrated bv Team 5’s activities in the Jodi Dcianey 
case rOmbudsman Complaint F093-02SI. Dec 1. 1 9 9 4 ). a copy of the f*na! investigative 
report, press release, and related correspondence is provided (Attachment 2)

fteeonine^/aitiMi Adopting the Uniform Interstate Family Support Ac: (L'lFSA) which 
replaces the Uniform Reciprocal Enfcrcement of Support Ac: (URESA) would provide a 
partial solution, a copy is attached for reference (Attachment 3) While this legislation 
mav not solve all interstate team problems, the Ombudsman believes it w-ould materially 
assist CSED in meeting its interstate responsibilities Neither HB 465 nor SB 302. both of 
which were introduced by the Rules Committees of the respective bodies at the request ot 
the Governor and considered by the 19 9 4  Legislature were enacted This legislation >s \  
project of the National Conference of Commissioners on Uniform State Laws The 
department should request the Governor to seek their introduction and passage in the 
current 1 cgislaturc

4 Criminal Enforcement Criminal enforcement of child support order s with large arrearages 
is rare One Ombudsman complaint looked at a S 160.000 arrearage 
Even if there arc few such eases, they ihculd be pursued If criminal enforcement is a 
realistic threat, an cvamplc of what occurs vs hen obligors fail to meet their obligations mav 
increase voluntary compliance
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This briefing paper rctlects Ombudsman invcstig ito r impressions o f  complaints against the 
division The Ombudsman and staiTwould be pleased to w o rk  with the division director and her 
statTin further discussions to seek solutions that would reduce the caseloads o f  both agencies and 
level o f  complaints received by the Ombudsman

S T U A R T C  H A L L  
Ombudsman

CSCU'ISMI •• O'lDSClll



Kenneth L. ccvoll 
764 Sonata Drive 
Fairbanks, Alaska “99712 
(9C7V 452-4.377
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Liik.a Hostir.a
a s s i s t a n t  s t a t e  o h b c d s m a:;
250 Cushman', Suite 2d ’.
P .O .  3CX 74353 "
Fairbanks, Alaska .99707
( 9 0 7 )  4 5 1 -2 9 7 1 . . * • *

J • * •

Dear ttiko:

I as sending you this letter In rnaponso to ycur raijuos: for 
a written description o f  ay Latest, experience with the CSED.

I am non-custodlal parent of one child, currently iqo
thrrtoon, t o r who* a ouppcrt ordor io in of foot.

• • • « » *  •

. Tho Initial order in ay can a was established by bcri the 
Department ar.d by the Attorney General's Office in the carters of 
a court proceedin;. While that, in and of itself, was sosiwtat 
lor.gtthy, frustrating and involved procedure it was event:aily
settled te n everybody's CHtisfaction. Theraaftcr I maao prompt
requitr payments pursuant to tho established order.

•

In Octobor of 1992 I rocoived a "Notice of Right to Requ ist a 
Review of Support Order". As Z wished no review I did not resuor.d. 
Eventually, closor .to Christmas tine the -Department roquvstad 
income information free me as the custodial par ant wished a re 'lew.
J provided* the Deportment with my rest recant ir.ccte information 
noma tino enriy in D»»camber, 1992. I had not yet prepared my :ajcts 
for 1993. .1 indicated that I would forward them to the Dnparmor.t 
upon their conplotion. .Cu March 22, 1993 I sent the Daparcmait r.y 
ce.cplecod '1992 incase thx return, on Octobor 1, 1993 I received a 
letter free the Department indicating they had not rocoivoi my 1992 
cotum. On November 2 ,. 1993 T aont a copy of ay 1992 recun. via 
certified mail. On November 27, 1993 the Department in si ed a
"Notice of. Proposod Adjustment in Support".

I might pause and noto hero that I bad made a number of :»tor.c 
c.<‘ 1 s concorr.ir.g thin issue attempting to prompt the Dcparmer.t 
ir.ro action. Also tho custodial parent informed s o  that oh. had 
made numerous contacts with the Dcpartmont attempting to prod thorn 
Ir.to action on this issue. I would nuugcst that it in probably
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somewhat of-an unusual situation whore both a custodial parent and 
a non-custodlal obligor are both attempting to cause the Dep<r=er.t

. to take action to incroaoo a ■ support payment.
• • • * *  •• •

.........  - . . * .'ft— ■ . . .
mrdcoober, 1993 I indicated to the Department that I had no 

objection to establishment of the new support order. Ucwavtr, the 
Department wished to file in the court file ay income tax letufns 
for the preceding four or five years. X felt that this would be or. 
unnecessary invasion of ay •privacy, the privacy of ay wife and 
minor children, as well any other individuals whose psrsocal 
information right have been contained in ay incone ta* r€turns. 
Therefore, I asked • tho Departmont to file such financial 
information under seal. .The Department's representative ir.cicatod 
to me that they wore incapable of doing that. Being an attcmoy I 
offered to draft and file a notion to achieve such purpose. Their 
only necessary • action would bo to non-oppose the motion. They 
indicated to me that thoy would be unable to do this and that they 
would have to refer-..the file to the Department of Law. These 
discussions and correspondence took placo around January 1934.* I 
sada numerous follow-up calio on this matter from tit* to tine. 
Eventually, the filo wan assigned to Mary Gilson at. tho Attorney 
General's Office in Anchorage. Sosa time in • May I had a 
conversation with .Ms. 'Gilccn where I offered to file a noti:n for 
modification of support in order to aove the process along The 
notion was finally*filed by no on JUno 3, 1994. The court ivston 

..had aicrofiched 'its file and then felt that it would be ay. 
responsibility 'to. provide copies of its own file' to itself ind-co

..documents back to ohO of the upper level floors £h tha Cour:house 
• cb thoy could ro-ccnpile their own file which they pit on 

microfiche. * * • ‘ -*•
 ̂ * e• ♦ • • • •

Tho new support order was sigr.od on JUlv 18 , L994.. 3ag. nning 
with ay August 1 payeent I began nakir.g payr ants at the now liigher 
amount. I bad received.nc donar.d for any arrearages ar.d tX)WCtad 
none to bo assessed. Even if such arrearages wore asaonuvd I would .. 
exp net them .to bo J ffh  iaal as court ruloo provide that arreiragoc 
car. only bo calculated “back to the dato of the motion, which in 
thin case would have -£•«*. JUno 3, 1994. I also aado a regular 
payment pursuant to fche new ordar for September 1. - 
• * * • •»

It had coso to ny.attention that through source* echo: thor. 
official notification that tr.o Department woe soaking a substantial' 
arrearage- in the amount of $1,800.

Whan I rocoived my account statamont of 9eptonbnr 2<, 1*94 it 
indicated an arraarngn of T i.800. The only posciblo exploration 
for this I could surmiao waa that tho bopartmonc hnd calculated
arrearages back to January of 1994. .* —  ••

• • •

I cor.tactod Mary Gilson with tho Attormoy General'a cffit o and 
oxpieir.cd to her that I felt tho Department was aaXing an < rror.



She • .dicatod to ne that tho Department would coxa no action 
wither . a court order and indicated to me that I should file a 
action. I filed a motion in the court case on Saptermer If, 1994 
fcr a court ordor concarning arrearages.'

• • a * *
on September 30, -1994 I sent tho Department a lattar 

explaining * that the first official notice • I had frcs. thorn 
concerning arrearages was their monthly statement which I received, 
saptecher 24, 1994. I included an additional check for $227 to 
make up the .difference for the payment which was due July l ar.d 
indicated that no arrearages shculd be calculated for aivr time 
prior to June 3, 1994.

• -v
• •  • ^  »m • • •
Tho court issued an ordor on what appears to be October 11th 

or 12th indicating that arrearages should not go back any eirlicr 
then.June 2, 1994.

Rather then attempting at all to rosolve the natter w.th me 
the CSED. seized sy‘Permanent Fund Dividend, with no prior notice to 
ce and no hearing concerning any arrearage calculation, nroiind 
Octobor 14, 1994. I received notice of such seizuro on Ootobir 27., 
1994. Also the Department had reported to TRW Credit Agency that 
I was a. bad credit risk and seriously behind in my payments. 
Besides having causod me difficulty in another consumer trans/.ctior. 
the Department's report causod mo not to receive a credit card for 
which ~ h‘dd applied which I considered necessary for the conduct of 
my l3using.es. Tho huavy-har.ded tactics of the agency did ncth. r.g to 
farther eniorcoaont of the caso other than to enrage the obMgor.

m * •• — . ” •

I called the Department and did roceive some helpful 
acsistanco that day wbero an enforcement vcrkor Indicated they 
would be" refunding all cr most of my ?o m a n  ant Fund Dividend to me. 
To my consternation whor. the chuck did arrive it was approximately 
S227 short. After tho soizuro of my Pormanent ?und I vas notified 
that I vas entitled to a hearing. Z once again vroci tha 
Department explaining to thorn wnat I pnrcoived to be th«iir error 
asking that thay issue a letter of apology to mo, rescind ths bad 
credit report, and write lectors to tho particular credit card 
company explaining that r was not indeed a bad credit risk aid by 
thoir arror thoy had reported me behind in my payments. The 
Department declined to do so. Rather thon notifying me of wharevar 
time an admiaistroti'/o roviov might toko placo the Department made 
a datormlnaticn that I was no longer in arrearages, aov»ver, 
crr.tir.uod to withhold approximately 5225 without explanation.

• • • i •

• I thorn called the Departmont and spoko with a case worko.: ar.d 
asked cor to please explain to mo why this approximate $221 was 
withheld. This worker told cc that aha couldn't toil me but that 
sL« would have a hand audit same tc to ar.d then perhaps r might bo 
aria zn' flmd out why this was donu.

e

Tho '’last Straw” caso wnila I was lwaitlng tho bar.d aur it. 
Tatter then the correspondence being the hand audit I  rscoivod a 
" N o t of Rocruost for financial indorsation" as tho CSED w«« is

3)no.
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• • . .
Che process of reviewing my support: order for possible risviov. 
This is dated by the Deportment Decanter 8, L994 and as with all 
their correspondence it doesn't actually get nailed, until four or 
five days after the data that the message was generated.

• - —-*• • - i •
I sent a correspondence bach to the Department January  1. with 

ny 1993 incone tax returns and an affidavit and summary of or' 1994 
. earnings. .

On January 9, 1995 I had finally roceived the hand audit which
indicated that" the Department had pro-rated the support ordrr for
rhe month of June/ 1994. At the vary least finally explained the
apparent basis for Choir withholding "of thi $225. This pro-i-ating
cf a couthly support paynouc was a novel action to ny kr.owltdgo.

•

In -ny letter to the Department I indicated that I felt that 
their re-initiation of a new review process into ny support order 
was harassment as they had not even finally resolved their last 
review of ny support order and hero were beginning a now ore. I 
further indicated that any roaconabie review of the ordor bared on 
an average, of .ay income would not show a change of core than 15* of 
my acr.thiy payment and therefore no review was warranted.

  :
Having to deal with the Child Support Enforcement Division i3 

neither ploaaant nor easy, under the boat of circumstances. My 
experiences with then are wholly unsatisfactory. Whilo fror tine 
to" tine X do encounter a particular employee or employee j who 
appear tc be motivated to rectify difficulties', this is far from
the overwhelming experior.ee cr attitude of Department employees.... • /

• • •• « ...

It is simply absurd that it took over two yea. to obtain and 
rectify arrearages on a notion for ncdification of support. Tho 
arrogant heavy-handed tactics of the Department in seizing my 
proporty without due process of law, particularly when the/ are 
clearly in the wrong, and then failing to even acknowledge any 
recocmiticn to their illegal actions only serves to enrage obligors 
in ny position. •• While I know it is boat not to fight v ’.th a 
bureaucracy since you cannot win, I am aoro then tocptod at times 
to pursue coursoc of actions which might load to soma satisfaction 
fcr the Department's transgressions in any roasonablo context that • 
eight bo presented.-

r am awara that the Dopartment is faced with a tremendous 
task, however, its operating efficiency does not ovan approach 
acceptable. I .hope this description of ay encounter with the 
Deportmar.t is useful for vcur purposes. if I can provide any 
further information or explanation please do not homtate to 
contact-b o .m
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IN V E S T IG A T IV E  R E P O R T  
Corrected Finding o f  Record  and C losure

Ombudsman Complaint F 0 9 3 -0 2 8 1  
December 1, 1994

SUMMARY OF THE COMPLAINT
On Feb ruary 10, 1993, Jodi Delaney contacted the Ombudsman and filed a 

complaint against the Child Support Enforcement D iv is ion  (C S E D ). She alleged that on 
two Occasions, and despite repeated contacts by her, the agency failed to act p rom ptly  on 
specific in form ation she provided about the employment o f  her fo rm er husband, who was 
behind in child support payments. Because o f  the arrearage, the agency cou ld have 
required the em p loyer to withhold 65 percent o f  the obb'gor’ s disposable wages fo r  child 
support.

M s. D e laney claimed C SED  delayed acting on the in form ation and went through 
unnecessary steps when they did act. She alleged the agency compounded its e rro rs when 
it sent a pay ro ll w ithhold ing demand to the w rong address The consequence o f  these 
actions was that severa l thousana dollars in child support which cou ld have been collected 
w ere n o t

Th rough M ay o f  1993, the Ombudsman attempted to reso lve the complaint 
in form ally . A t that point C SED  made it clear that it was unwilling to have Ms. D e laney ’ s 
case reviewed by the D iv ision o f  Risk Management and the Ombudsman decided to fu lly  
investigate this c om p la in t The Ombudsman reframed the allegation in accordance with 
AS 2 4 .5 5 .1 5 0  and stated it as fo llow s:

The C h i ld  S u p p o r t E n fo rc em e n t D i\ is io n  in e ffic ie n tly  f a i le d  to  c o lle c t
c h i ld  s u p p o r t

The investigation was organized and conducted by form er Assistant Ombudsman 
E lizabeth Schaflhauser. She was assisted by fo rm er Assistant Ombudsman G lenn Bacon, 
who completed the investigation and shared responsibility fo r w riting the investigative 
report. The pre lim inary investigative report was issued by Acting Ombudsman M ichael 
Hostina. The final investigative report was completed by Deputy Ombudsman M ichael 
Hosuna and issued by Ombudsman Stuart C. H all

B A C K G R O U N D

A 1988 d ivo rce  decree awarded custody o f  tw o m inor children to Ms Delaney and 
ordered the child ren 's father, hereinafter the ob ligo r, to pay S 275 .28  per month in child 
support fo r  each child through the Child Support Enforcement D iv ision C S E D  opened a 
case file on June 2 3 , 1988 . W ithin the year the account was in arrears

Account adm inistration has been affected by the ob ligor's frequently changing 
job s , by his changing residences, by his moving fo r  a time to Ca liforn ia , and by the 
ob ligee ’ s m oving lo r  a lime to Arizona. Because the ob ligo r was in Ca liforn ia when the
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child support account was established, the account was initia lly adm inistered by C S E D ’ s 
interstate team.

C S E D ’ s In terstate  team (Team  11) is one o f  several teams created by the agency, 
each o f  which has a specific function. Three other teams arc pertinent to this investigation: 
In itia ting  (Team  5 ), Loca le  (Team  13), and Enforcement (Team  4 ). Agency procedures 
necessitate that a ease be transferred from  team to team as required action on the ease 
changes.

D iv ision statistics show  that at the time the Ombudsman complaint was filed 
C SE D  was administering m ore than 3 6 ,0 0 0  eases. This was an increase o f  ove r 8 ,0 00  
eases (nearly  2 9  percent) since 1988. The magnitude o f  the d ivision ’ s w o rk load  is revealed 
in the fact that it now  processes an average o f  more than 8 0 ,0 0 0  pieces o f  mail each 
month.

INVESTIGATION 
Agency P rocedu res

Child Support co llection procedures involve a basic tw o-step process. First the 
obb'gor is notified concerning the support obligation, and the amount o f  any outstanding 
arrearage. This provides an ob ligo r an opportunity to dispute the amount o f  the obligation 
o r the ob ligation itse lf Once the ob ligo r has had an opportun ity to respond to the Uability 
notice, collection may begin. In cases where child support payments are not made 
voluntarily , C S E D  is empowered by lav/ to garnish wages, intercept tax returns, attach 
permanent fund dividend checks, file liens, and take other measures to fo rce  ob ligors to 
p rov ide child support.

Three key agency too ls  pertinent to this ease were:

So tic e  o f  L ia b ility  (S O L )

C SE D  po licy is to issue a Notice o f  Liability (N O L ) when an ob lig o r is one month 
o r  m ore in arrears in child support payments ordered by the court. D iv is ion  procedures fo r 
issuing N O L s are described in its po licy 8210 . This policy provides the N O L  w ill be sent 
to the obb'gor’ s last known address, certified mail, without return receipt. Service is 
effected on the date o f  mailing regardless o f  whether the mail is returned. An obbgor has 
15 days from  the date o f  service to submit a written request fo r  a hearing to contest the 
N O L .'A S  2 5 .2 7 .1 5 0 .

O rd e r to W ithho ld  a n d  D e ln x r  (W ID )

A laska law  at AS 2 5 .2 7 .2 5 0 (a ) provides, "A t the expiration o f  3 0  days from  the 
date o f  service o f  notice under AS 2 5 .2 7 .1 5 0 , o r from  the date o f  service o f  a notice o f  
finding o f  financial responsibility under AS 2 5 .2 7  160. the agency may issue to any person 

an o rd e r to w ithhold and deliver property "  AS 2 5 .2 7 .0 6 2 (c ) and 15 AAC  147 200  
establish that a w ithholding o rd e r is binding immediately upon receipt.

Agency po licy  (8 2 3 0 .1 ) requires a withholding order be served w ithin five working 
days o f  locating an em p loyer’ s address

Answ e r to In qu iry

W hen an O rder to W ithhold and Deliver is sent it is accompanied by a 
questionnaire called an Answer to Inquiry, C SE D  form  04 -1 861  W ithin 14 days o f  service 
o f  a w ithholding o rder, the emp loyer served must complete and return the Answer to 
Inquiry AS 2 5 .2 7 .2 5 0 (e )
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In addition to other in formation, the response to the Answer to Inqu iry will 
indicate whether em ployer-provided insurance is available to the employee and/or the 
employee ’s dependents. According to C SED  Po licy 8 231 .1 , the enforcement team is 
responsible to ensure that medical insurance coverage available to the ob lig o r is extended 
to dependents when required by the support order.

DIVISION HANDLING OF COMPLAINANT PROVIDED INFORMATION
In order to review agency actions regarding the ob ligo r's child support account, 

the Ombudsman investigators obtained a copy o f  the account’ s M anagem ent H isto ry  
Summary and Accounting H is to ry  Summary. These summaries consisted o f  coded 
computer printouts recording agency actions and account financial activities, respectively.

Investigation focused on two contacts, and numerous fo llow -ups , w ith C SE D  that, 
according to Ms. Delaney, are among several that did not receive appropriate reaction on 
the part o f  the agency. The first was when she reported to C SE D  that the ob lig o r was 
working at a Fairbanks Super Valu grocery store. The second was when she late r told 
C SED  that he was w orking at a Fairbanks Fred M eyer store

Sup e r Va lu  Em p loym en t

Division records show Ms. Delaney called on October 16, 1991 , and to ld  C SED  
the ob lig o r had returned to A laska from  Californ ia and was w ork ing at the Super Valu 
store at the G avora M a ll in Fairbanks. Tw o and a h a lf months later, a fte r M s. Delaney 
called C SE D  o ffices in both Fairbanks and Anchorage on December 31 , a Team  5 clerk 
sent the ob ligo r an initial N otice o f  Liability (N O L ) showing an arrearage which had 
aircady reached S 3 2 ,117 .79 .

In m id-January 1992 , M s. Delaney contacted C SE D  again to report the ob ligor 
was still w ork ing at Super Valu and to ask why no garnishments had been made A  Team 
5 c lerk explained payro ll garnishment required issuance o f  a w ithhold ing o rd e r which, in 
turn, required a Notice o f  Liab ility to have been served at least 3 0  days earlier.

It is noteworthy that an N O L  could have been served as soon  as the ob lig o r fell 
m ore than one month behind in child support, and it was agency po licy to do so. Since the 
account was in significant arrears within a year o f  being established, this means the N O L 
could have been issued several months before Ms. Delaney reported the ob lig o r ’ s 
employment at Super Valu . Had the N O L  been issued earlier it w ould have enabled 
immediate issuance o f  a payro ll w ithholding order when the employment was reported.

When asked why the N O L  was not issued earlier, ihc agency explained that at the 
time o f  the Super Valu employment the comp ile r  tracking system was not capable o f  
automatically detecting arrearage on interstate cases, though there was this capability fo r 
in-state cases The large number o f  interstate cases precluded the possib ility o f  manually 
review ing cases to detect large arrearages M ore recently the computer system nis 
become capable o f  detecting arrearages on interstate cases and automatica lly sends an 
N O L when appropriate.

A fte r the late start fo r  the 30-day N O L  process, the agency waited much longer 
than the required 3 0  days before issuing the withholding order It was 57  days after the 
N O L  was issued, and only a fte r Ms. Delaney again called C S E D ’ s Fairbanks Field O ffice, 
that Team  5 sent a w ithholding order to Market Basket, parent co rp o rauon  o f  Super Valu

The process should have taken one day i f  the N O L  had been issued promptly 
Even w ith the late issuance o f  the N OL , it should have taken 30  days Instead, it took 
three and one h a lf months The result was that Ms. Delaney and the state were deprived o f  
garnishment benefits on three and one h a lf months o f  earnings.
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When a w ithholding o rd e r was finally issued, it was fo r  50 percent o f  disposable 
earnings. This is less than the 6 5  percent allowed by agency po licy  (8 2 3 0 .4 ) .

C SED  accounting records showed Super Va lu  forw arded a tota l o f  S 4 0 4 .1 9  before 
the ob lig o r ’ s employment term inated. He had worked a l S u p rr  V a lu  fo r  nearly six months.

Unem ploym ent Benefits

A fte r C SED  received notice on April 2  that the ob lig o r was no longe r employed by 
Super Valu Foods, it was fo x ir  weeks later, on April 29 , that a Team  5 c le rk  sent a 
withholding order to the Em p loym ent Security D ivision to garnish possib le unemployment 
benefits.

F re d  M eyer Em p loym ent

On June 29 , 1992 , M s. De laney called C SED  again, this time to tell them the 
ob ligor was working at the new  Fred Meyer store in Fairbanks. Two m onths later, on 
August 25 , Ms. Delaney placed a fo llow -up  call to C SED  and tvas dismayed to learn a 
w ithholding order had not yet been sent r  Fred Meyer.

Then, instead o f  issuing a payro ll withholding o rd e r immediately, a Team  5 clerk 
referred the case to the locate team. Team 13. On September 3 , 1992 , Team  13 sent a 
letter to Fred Meyer requesting confirmation o f  employment. The team to o k  no other 
collection action because, accord ing to the agency, that w ou ld have been a function o f  a 
different team.

When Ms. De laney contacted C SED  in m id-October, asking again i f  a payroll 
w ithholding order had been sent to Fred Meyer, she was to ld not y e t  F ina lly , fou r days 
later and over three and a h a lf  months after Ms. Delaney provided C S E D  the employer 
in foim ation , a Team 5 c le rk  retrieved the case file from  archives and C SE D  issued a 
withholding order.

When asked by the Ombudsman investigator to explain the re fe rra l to  Team  13 and 
the subsequent delay in enforcem ent. Team 5 supervisor Judith Im lach explained that 
Team 5 was the "in terstate" team and did not norm ally issue w ithhold ing orders. 
According to procedures then in effect, procedures required a case w o rke r, not a clerk, to 
issue the withholding o rder.

M s. Imlach noted the case w orker assigned to M s. D e laney ’ s case had recently 
been promoted and was no lon ge r with Team 5. As a result a c le rk  w o rked  the case and 
m istakenly sent the em p loyer in form ation to the locate team (Team  13) instead o f  having a 
case w orke r send a w ithhold ing o rd e r to the employer M s. Im lach added that when the 
loca le  team received the in fo rm ation , it was placed in cucue to be w o rked . At that time 
on ly  two people were doing locates fo r approximately 3 2 ,0 0 0  cases; and they were 
approximately 15 months behind. N o  explanation was provided as to w hy the case had not 
been transferred to another case w o rke r when the original case w o rk e r was promoted.

B y  late November 1992 , M s Delaney had again contacted C S E D . She asked 
which Fred Meyer store received the withholding order. When to ld  the a id  Fred Meyer on 
College Road, she to ld the agency the withholding order should have been sent to the Qcy 
Fred M eyer store on A irp o rt R oad , the store she orig ina lly reported as employing the 
ob ligor. Though this was not reflected in agency records, Ms. D e laney told the 
Ombudsman investigator that she also explained to C SE D  that copies o f  Fred Meyer 
withholding orders w ou ld need to be sent to the company’ s Po rtland  headquarters

C SE D  records show  it was on ly later when they contacted the o ld  s to re ’ s manager 
that it learned Fred M eyer p o lic y  was to forward all w ithholding orders to the chain's rtoin
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o ffice  in Portland, O regon. W hen it finally contacted the Portland o ffic e , th ree weeks later, 
it learned the o ffice had not received the withholding o rder from  Fairbanks. C SED  
immediately sent another o rd e r directly to Portland, and confirmed on  D ecem ber 28  that it 
had been received.

A t the time the prelim inary report was completed the agency was review ing Fred 
M eyer’ s response to determ ine whether the store should be required to fo rw ard  money 
equal to that which would have been garnished had the w ithhold ing o rd e r been honored 
wncn it was first received by the Fairbanks store.

On January 4, 1993 , with mounting out-o f-pocket m cdicxl bills , M s. Delaney 
contacted C SE D  and discussed the need fo r the ob ligor to p rov ide m edical insurance fo r 
the children. A week later, a Team 4 (Enforcement) c lerk left a message on the agency’ s 
K ID S  line voice mail system telling M s. Delaney the ob ligo r reported  his children were 
covered by his medical insurance. However, a telephone conversation  late r that day 
between a Team 4 c lerk and Fred M eyer revealed the children w ere not en ro lled  on the 
ob lig o r ’ s employee plan, though it was available from  his em p loyer fo r  S I 8 .0 0  per month.

• The c lerk provided the corrected informau'on to Ms. D e lan ey  that same day. 
However, it was not until January 15, fou r days later, that the c le rk  sent a le tter to Fred 
M eyer asking that the children be added as dependents on the o b lig o r ’ s medical insurance 
plan.

The ob ligo r's employment at Fred Meyer terminated on January 2 5 .

I t  uus 25  weeks f r o m  the time M s. D e laney repo rted  the F r e d  M ey e r employment 
to the time the w ithhold ing o rd e r  v a s  in p lace. This process shou ld  have taken several 
days at most according to agency policy. Arguably, during this period (June to December 
1992 ) C SED  failed to co llec t more than 510 ,000  in child support. T ills  figure is a 
pro jection based on a pay stub obtained by the Ombudsman. (M o re  specific information 
was provided to the agency in the confidential preliminary rep o rt .) H ow eve r, it is difficult 
to predict what might actually have been collected, since the ob lig o r cou ld have 
terminated employment as soon as a withholding order was put in p lace.

C SED  accounting records showed a total o f  on ly six w ithho ld ings, ranging from  
S157 .77  to 5 237 .8 3  and tota ling 5 1 ,1 7 6 .7 3 , were eventually fo rw ird cd  by Fred Meyer.

CSED COMPUTER T ICKLER SYSTEM
The facts surrounding this case make it dea r many agency actions depend upon 

timely fo llow  up on p rio r actions Susan Goodman, the division com puter system 
supervisor, explained fo r the Ombudsman investigator the com puter-generated system fo r 
no tic ing  division w orkers that action is needed on a particular case. M s. G oodm an told 
the Ombudsman investigator the agency computer message system has been in place fo r 
yean , but has undergone nearly constant revision to improve its effectiveness

During a fo llow -up  conversation with V id ric M itchd , assistant operations manager 
fo r C SED , the Ombudsman investigator learned the agency’ s com puter system enables 
generation o f  various rem inder messages to pertinent w orkers regard ing time critical 
events. The system is designed either to send messages autom atica lly  when certain 
threshold events occur, o r to  a llow  messages to be sent from  one w o rk e r to another. In 
general, when computer generated directives, such is  fo r issuance o f  a w ithhold ing order, 
arc not acted upon o r when messages are not read, the system aJeru a superv isor

A March 1994 audit report (R eport 0 4 -2 6 ) prepared by the S ta te  o f  A laska O ffice 
o f  Management and Budget (O M B ) cues lack o f  computer hardware and softw are as a 
critical shortcom ing in the Child Support Enforcement D iv ision The repo rt concludes that
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automation o f  various agency functions could greatly increase the speed o f  agency 
response. The agency agrees that its efficiency could be improved and reports it is 
continuing with its attempts to secure necessary computer hardware and so ftw are.

A G E N C Y  R E S P O N S E  T O  R E Q U E S T  F O R  R E F E R R A L  T O  D IV IS IO N  O F  R I S K  
M A N A G E M E N T

When the Ombudsman investigator asked the agency to consider re ferring the 
history o f  this case to the D iv ision o f  R isk Management to help determ ine whether state 
liability existed, C SE D  declined.

W a lt Furnace, then-deputy d irector fo r  C SED , w rote in an April 9 , 1993 , letter to 
the Ombudsman investigator, ‘ I  note that we were initially contacted on June 2 9 , 1992. 
W e were unable to review  the case fo r the next appropriate action due to s ta ff shortage 
until September, 1 992 ." This position was reiterated by agency D irec to r M a ry  Gay, who 
told the Ombudsman investigator that the agency did what they were supposed to do and 
did it to the best o f  its ability given available s ta ff

9

Vickie M itchel, assistant operations manager fo r C S E D , to ld the Ombudsman 
investigator that M s. Delaney had not actually lost any money because money not 
collected from  Fred M eyer would be added to the child support arrearage and still could 
be collected . She later added that the agency had received a verbal op in ion from  the 
A ttorney G enera l’ s o ffice that the state w ould not be liable fo r  non -co llection resulting 
from  insufficient s ta ff and/or resources.

A N A L Y S IS  A N D  F IN D IN G

The allegation in this complaint is that the Child Support En forcem ent D iv r 'o n  
perform ed its administrative tasks inefficiently The O ffice o f  the Ombudsman’ s Po lic ies 
and Procedures Manual at 4 0 4 0 (1 4 ) defines pe rfo rm ed  ine ffic ien tly : This determ ination 
generally covers instances o f  unreasonable agency delay and ineffectual perform ance A 
finding by the Ombudsman that an agency was inefficient reflects his conclusion that the 
administrative action exceeded (a) a limit established by law  (statute, regulation , o r  sim ilar 
enacted sou rce ) o r  (b ) a limit o r  balance established by custom , good judgment, sound 
administrative practice, o r decent regard fo r the rights o r interests o f  the person 
complaining o r o f  the general public.

The fo llow ing  issues were analyzed: Did the Child Support En forcem ent D itis ion  
fo llow  timelines established in its procedures fo r issuance o f  a Notice o f  L iab ility  and the 
O rder to W ithho ld  and D e live r demands sent to Super Valu and Fred M eyer'’  I f  not. were 
the agency’ s actions reasonable under the crcumstanccs?

Investigation revealed that on at least eight separate occasions the agenev missed 
important opportunities fo r co llection by failing to observe its own policies. The Child 
Support Eniorccmcnt D iv ision repeatedly failed to act until badgered oy the complainant 
to do so, and even then long delays resu lted

D iv ision leadership to ld the Ombudsman investigator that its actions were 
reasonable, given the s ta ff shortage experienced by the agency W ithout a doubt C S E D  is 
overw orked . And, to be sure, an occasional lapse in performance can be expected in such 
a high volume agency. H ow ever, the pattern o f  inefficiency in this case calls fo r an 
exp lanation that goes beyond that o ffe red  by tbc division.

F o r example, the s ta ff shortage explanation docs not account fo r  the fa n  that 
agency s ta ff did not readily identify the proper notice add icts fo r Fred M eyer, one o f  
A laska ’ s largest employers This is particu larly difficult to understand in view  o f  the 
agency’ s position that it h id  a good working relationship with the company A lso , the
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division appears to have maintained competent files concerning o ther employers in A laska. 
For example, the division demonstrated it knew  the correct name and address fo r  Super 
Valu when it issued a WED to its parent company, Market Basket.

Additionally, the division's explanation that its routine slowness in processing 
information was the result o f  s ta ff shortages does not explain how  the division could 
respond so quickly once it learned the Fred Meyer Portland o ffice  had not received a 
payroll w ithholding order. I f  this quick action was not normal procedure, it is no t clear 
what criteria signaled the need to override normal, slower procedures.

Part o f  the explanation fo r  agency slowness in this case appears to be not so much 
sta ff shortage as inexperience o f  s ta ff assigned routine agenr ^*s. Repeated ly , it seems 
only the intervention o f  m ore experienced s ta ff caused coU n ion to m ove fo rw ard
In this context, the fact that much o f  the agency action ol j3 sc was undertaken by 
clerks, not case workers o r  others with more experience, appears to take on particu lar 
importance.

Notwithstanding various explanations fo r  agency slowness, one o f  the more 
disturbing elements in this case is that some agency s ta ff feel the complainant has suffered 
no harm as a result o f  agency slowness, since money not collected cou ld be added to  the 
arrearage. A  significant problem  with this log ic is that it assumes money w ill be collected . 
In the Ombudsman’ s view, this position at best fails to recognize the difference between 
paper assets and collection.

F rom  a debt collection perspective there was no assurance the division cou ld  ever 
collect any o f  the arrearage. In  this case the ob ligo r had a spotty employment h isto ry , had 
been uncooperative, and was already tens o f  thousands o f  do lla rs in arrears And. the 
arrearage was grow ing, not declining.

Beyond that there w ere ou t-o f-pocke t expenses resulting from  lack o f  medical 
insurance coverage. Ms. D e laney provided the Ombudsman with copies o f  invoices 
totaling nearly S1.00C in ou t-o f-pocke t medical expenses not covered by M edicaid or 
private insurance. Notw ithstanding the possibility that not all these expenses w ou ld  have 
ocen covered under Fred M eyer insurance, some may have been.

C SE D  was remiss in not confirm ing Fred Meyer medical insurance coverage 
earlier than it did. According to agency* po licy (8 2 3 1 .1 ), s ta ff had an ob ligation to  review 
the Answer to Inquiry questionnaire completed by Fred M eyer to determ ine whether 
medical insurance coverage was available and whether the ob ligor had en ro lled  his 
dependents. Tw o factors prevented effective agency action. First, C S E D  sent the 
withholding o rde r to the w rong store. Then, the agency failed to fo llow  up when the 
Answer to Inquiry questionnaire accompanying the withholding o rder was not returned 
within 14 days as required by law. It was too  late by the time C S E D  found out that the 
Fred M eyer Portland office had neve, recavcd  a withholding order.

An important public interest here concerns families whose incomes prec lude the 
possibility o f  obtaining medical insurance coverage In such situations, unless the ob lig o r is 
promptly required lo  obtain available insurance, children mav go w ithout coverage In 
such cases medical insurance coverage lost is lost forever, and medical care not received 
fo r lack o f  insurance may have permanent consequences fo r grow ing children

A lso in the larger perspective, aggressive collection is o f  m ore than passing interest 
to the public, since C S E D ’ s fa ilure to collect child support can result in greater stress on 
rtatc public assistance resources than would be required i f  fam ilies recaved  chdd support 
due them As the agency recently learned as a result o f  a federal audit, inefficiency could 
cause federal funds to oc withheld from  both state child r  pport and public assistance 
agencies.
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The position that later collection o f  child support w ill mitigate fa ilure to garnish 
wages earlier is particu larly w ithout merit when considered in the context o f  support. I f  
the concept o f  mitigation has merit at a ll, it fo llow s that mitigation is both m ore certain 
and m ore meaningful the earlier it occurs. It is important to recognize that the concept o f  
child support is based on society's judgm ent that d 'J ld rtn  need support. Stated another 
way, the pu rpose o f  ch ild  support is to p rov ide  support to children, while they a re  
children.

In absolute terms, without assurance that money not collected w ill eventually be 
paid, there is no assurance that the lost co llection opportunities w ill ever be m itigated. 
Thus, C S E D ’ s failures to collect are not necessarily recoverable errors. In  this context, the 
Ombudsman's prelim inary report concluded that in M s. De laney ’ s case C S E D 's  actions 
exceeded limits established both by agency po licy and by good government practice. 
According ly, the Ombudsman proposed to find justified the allegation that the Child 
Support Enforcement D ivision inefficiently failed to collect child support. G iven the lack 
o f  a detailed response from  C SE D  contesting the proposed finding, the Ombudsman 
retained a justified finding.

RECOMMENDATION
The Ombudsman's prelim inary report proposed one recommendation. F o r the 

reasons set fo rth  in the Ombudsman rebuttal section o f  the report, that pre lim inary 
recommendation has been retained as a final recommendation.

R ecom m enda tion  I .  G iven the like lihood that support not collected w ill never be 
collected, and given t la t  Ms. D e laney ’ s children are fo rever denied child support not 
collected during their form ative years, the Ombudsman recommends the Child Support 
Enforcement D iv ision refer this matter to the D ivision o f  R isx Management to determ ine 
whether liability exists and whether compensation to Ms. Delaney and her children is 
appropriate.

Additional recommendations cou ld  be made. Those pertinent to  this investigation 
w ere  already made as part o f  a program  audit completed in March 1994 by the A laska 
O ffice o f  Management and Budget, D iv ision o f  Audit and Management Services 
(O M B  R epo rt 0 4 -2 6 ). Because C SE D  has already received and responded to those 
recommendations, they w ill not be repeated here.

AGENCY RESPONSE AND OMBUDSMAN REBUTTAL
The Ombudsman’ s prelim inary report was provided to the agency on June 29 , 

1994. On Ju ly 8, D irecto r M ary Gay requested an extension o f  time to August 14, 1994, 
to respond to  the finding According to M s Gay:

W e  arc forwarding you r recommendation and management history case
in form ation to the Department o f  Law . A ttorney General and Department
o f  Adm inistration, R isk management D ivision , fo r their separate opinions.

W hen no response was forthcom ing by the extended deadline. Ombudsman Stuart 
Hall met with Department o f  Revenue Comm issioner Laraine D e rr on September I to 
discuss the report. Commissioner D e rr told Ombudsman H i ll that because C S E D  had 
already in form ed the Ombudsman that it disagreed with the proposed finding and 
recommendation, the Ombudsman should proceed to issue the final report Comm issioner 
D e rr added that C SE D  would not refer the matter to the D ivision o f  R isk  Management 
because C S E D  believed it was not responsible fo r the uncollected child support due this 
complainant.
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In a letter dated September 6, 1994 , Ombudsman Hall asked C om m iss ioner D e rr 
to reconsider. He said in part:

While I am w ell aware that C SE D  is not lega lly  responsible fo r  unco llected  
child support, it is responsible fo r  its e rro rs . Jodi Delaney’ s ease does not 
appear to be a simple ease o f  delayed response due lo  agency w o rk lo ad  o r  
the discretionary allocation o f  adm ittedly limited resources to o th e r 
priorities. Instead, there appear to have been a succession o f  delays and 
errors by C SE D  personnel tn handling her case. These delays oj.J  e rro rs  led 
to lost opportunities to collect support and obtain health insurance fo r  her 
children. W hile the debt owed M s. D e laney by the ob lig o r has not 
diminished as a result o f  C S E D ’ s actions, it may well be a w orth less 
’^aper'’ debt. I f  that is in fact the ease, any opportun ity lost to co llec t even 
small amounts o f  support may cause damage to M s. Delaney.

Interestingly, we receive complaints about and sec evidence o f  rapid and 
zealous collection responses in o ther C S E D  cases. In fact, as the repo rt 
notes, dicrc were some instances o f  rapid response in Ms D e laney ’ s ease.

Ombudsman Hall went on to note that the agency response to date was a simple 
verbal denial o f  legal liability, and that C S E D  had lost yght o f  the human impact on 
Ms Delaney and her children. He added that the lack o f  any reasoned exp lanation to the 
complainant o r the public was especially unfortunate given Ms Delaney's ’persistent and 
usefu l" nvo lvem cn t in her ease.

Comm issioner D e rr responded in a September 15, 1994, letter. She stated that.

. . .  the Department o f  Revenue and the Child Support En forcem ent 
D ivision continue to disagree with the determ ination o f  the Ombudsman.

As indicated in your letter o f  September 6 , 1994 , C SED  is not leg a lly  
responsible fo r uncollected child a ippo rL  Y o u r  prelim inary report states,
'F rom  a debt collection perspective there was no assurance the d ivision 
could ever collect any o f  the arrearage In this case the ob ligor had a spotty 
employment history, had beer, uncooperative , and was a lready tens o f  
thousands o f  dollars in arrears /Mid the arrearage was g row ing , not 
declining." In point o f  fact, C SE D  has collected over 5 1 3 ,0 0 0  in child 
support on beha lf o f  M r  Delaney.

W hile it is true that e rro rs were made in the processing c f  M s D e lan ey ’ s 
case and that the Interstate Team  is severely unde staffed, C S E D  has 
attempted to collect the child support on beha lf o f  Ms D e laney and 
continues to do so. A lso . C SED  is continually look ing at ways to im prove  
their operations ind increase efficiency Y ou r comments in these areas arc 
appreciated and arc being taken into consideration.

The Department and C SE D  do not fe d  they have been negligent, n o r arc 
they liable fo r  the uncollected child support However, on b eh a lf o f  the 
Child Support Enforcement D ivision, I do apolog ize fo r the e rro rs  made in 
M s D e laney ’ s ease

In rebuttal the Ombudsman notes that a g e n d a  may well be liab le fo r  negligent 
performance in whatever they undertake to do. whether that is co llection o f child support 
o r some other activity It is not child support that the Ombudsman’ s repo rt suggests may 
be ow ing Ms. De laney from  the state, but any damages that may h iv e  resu lted from  
C S E D ’ j  errors. The commissioner's refusal to re fe r the question to R isk  Management 
leaves this o ffice  w ithout the benefit o f  their analysis and no basis fo r changing the finding



U niversity o f  A laska  A nci io r a o e
W m i W  UltCHANCU LOK

A (ml 75. IW<,

H i t  f t  r< t i f f * *  [> i* »
Antvrtf*  A Utka 99)06 4060

iwn toj . fAXiw; i  <w6i/i
ATCHANO

Kcptr%eTiuti>c Ma/V S Hanky 
AJaika State Lcfidaiure 
Slate Capitol Room M)7 (MS 3101) 
Juneau. AK V9811-l 12

Dear Re

A» the I9V6 le p n tiin r  teviton U p d J; com et t<*a Hute I ur$c vva; tucum idrr en a u m f Ok retirement 
trx«nu»t p o p a rti iklP»foeU ni>einl> of A latka f-cu lu  an«1 >'jM contained in Senate Dill HA W (tp * r  
i p r a i m i 10 *J* other eoertenti of the bill. I * « ik l  L ie  to icJdrriv the u n p ’c u rx r  ami m enu of the RIP 
portion of the bill ami ho» it wifi affect U n den t u  L'A A

Latt year the • inducted a npoeout irLrma. avtotm rn i o( oot uni > tru ly  pri-framt In the
p n xree  » e  identified that an early retirement proym cn could he o f ugruficjAt financial benefit lo  the 
ur.iiertity On the U iuif/W y of A U ik j Anchorage .a/n(Mi we ha>e a ufnifW-inl number of tenior f *  ul*> 
“■ho J hcl»e»e. would e im iv r  the opoom  of retirement thould an earl* rctitement inil he enacted The 
(m anual v a .in p  i u k u ^ J  with replan nf a venn* fjwull) member - ith a junior one would i4 >* the talar* 
and benrfii difference between the two I eapectthe calar* difference loa*r:a(T  amend 170.000 per 
retirement So. lo t c«a;opk, UxukJ twenty fire  t ‘ A A  f»  vlly retire punuant to the p ro m x x n  contained in 
the pre v n t U -fua^c of the retiremrr.t mcer.Uie program. L'A A COuVd u v e  S! 00 CO J and * fp h  th e *  
v*»mf> toward wktinorul hill ar.J part-time faculty «ho arr d n p e tv e jy  »we«V»f thrxiu (heart our peuprarm 
n< to m»t/f are nefwr l-wd^r m V t K W  and n u n j co tlt  c f  libear* nuvn aJt and booAi. utilrt»et. and *h«-t 
f i i r d n p t n i c t

'ATuk we »iU < rru.nly nut> i r .v j  id cv t team* full time faculty » ho wcuVJ e ie r tn e  rennrmeflt. »l wjU. 
n o rv ih c k n . iff  ed ut the oppvrtvr.it) to art;act a cadre f » • • (  dynamic f a g k ) .  who will bnnp many 
new k V .iv  frrth en rrjy . i->J rnthgtutm  to the < ampul

I know there ha>c !e tf lC u O » rn jt i(« i ah ut the tite u t to -h u h  H IP u n a p  are rraJ 11 an aivorr jtx i  thai 

at U A A  th e *  v j.- .n ji are moat cetta.nl> real liow  the u<tn;> are weed d rjco d i on the eatrot to -hath 

cAher t-odfrt mh*t>ont arr hr « (  made w  whether the u > V ( i  can be uaed to i-pptel mv.h  r» m )rj 

irn trtxtxm  I want to rra ti^ ir jew. th * i! ->U do all ihar I can to emu/e thar an> HU’ aa*inp  wvaiid be vied 
to direct!) mpptYI cart acaderr* proftan.i and Ltwar>

A ta in  I o r jr  you to enact kp tiao on  - h x h  w ^ U  alkrw « iru/rmcni m ccnrne prv^rara foe the Uni>erut> 
o f AU cLa em pkryen tube cfT rth tf fee t V  fi»<4J »eaf IW J

SijKertly.

L«J - aid Lee Convch 
Chincclloe

t (  h r w V N  P m w  Knr<vai
V»ce h r ia V M  'A ready Hedi-ar.

a  C lY lV i e. id  T)tf i « ... l/ .y r : i  t )« at t u a  a t A t*  *  ! a i u t i u  a h  n l *  I !a  a a  : k  is,



Joan ft Wadlow. OwwrUor 
n u t*  Ml> 

I AAX»7«M a n s  
f'ltK*  •AVWOHA. ALAAAA KOV

[ J s . .  M V-in O f y \ l  A - I A  pA IF HA VV S

O f f i c e  o f  ( h r  C h a n c r f l o r  

J 2 0  S t o ' i m  H a l l  

P O  fku>  7 3 7 3 0 0  

f d u tu /d u  A l a s k a  9 9 7 7 3  7 3 0 0

Apnl 24, 1996

Representative Mark hanloy 
Co-Chair, Finance 
State Capitol, Room 507 
Juneau, AX 995701-1182
Dear Representative Hanley:
The University o/ Alaska Fairbanks supports a means of providing 
retirement incentives for long-term employees this year. In the past this has 
been an opportunity to have senior employees retire from the university 
thereby, making it possible to hire at the entry level for many o f ou r 
positions. This, of course, results in savings for us and Is effective and lese 
disturbing than layoffs as a way to generate savings
With the financial constraints of the past few years and anticipated continued 
pressures on the state budgvt, we need some flexibility to meet new needs, 
compensation adjustment*, anticipated general fund reductions and fixed 
costs. The current market is good for hiring junior faculty, which means that 
we can hire at lower coot in areas of nerd. FspeaaUy helpful in SD148 Is the 
opportunity to provide one or more RIP windows during a thrce-ycar pcnod.
I urge you and all members of the Finance Committee to support this bill. It 
w ill provide relief at a time when dollars remain scarce.
SlnceTeiy,

JoAg K. Wadiow, Charuvllor 
University of Alaska Fairbanks
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