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State of Alaska
office Of THe Q&IENHOa

Jim :au

March 20. 1995

The Honorable Drue Pearce
President of the Senate
Alaska State Legislature
State Capitol

Juneau. AK 99801-1182

Dcal : resident Pearce

t ndcr the authority of art 1ll. see IS. of the Alaska Constitution. | ain transmitting a hill
that establishes a temporary retirement incentive program for employees of the state, its
subdivisions, and its school districts, and a temporary separation incentive program for
employees of the state

Closing the state s fiscal gap will require r.ajor changes in state operations over the next
several years We need to make state go emmcnt more efficient and eliminate
noncsscntial services Our challenge is to accomplish these goals without forcing large
lavotfs ol employees, which could npplc through the private sector and endanger the
health of Alaska’'s cconomv  Retirement and separation incentive plans have been
successfully used by the private sector and government to scale hack payroll while
eliminating or minimizing the need for layoffs

Properly structured, these plans can he a cost-cffectivc and humane method of
downsizing Hus legislation will make these restructuring tools available to the State ot
Alaska, and will extend the retirement incentive program as an option for municipalities
andks%hool districts, which arc also facing rhc need to restructure their operations and
work forces

My Administration will use the retirement and scpaiation incentives in a strategic
approach, different from prior programs The last state retirement incentive program
a‘oplied to all departments regardless ol their budget or personnel situation, and had little
elfcct on downsizing or restructuring government
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Under our approach, the programs will be lailoicd to the fiscal and staffing requirements
of each dcpaitrncnt  This approach is similar to private sector and federal programs  The
incentives will be jscd in combination with jttruion to permanently reduce the number ot
positions on the state payroll Departments will be able to participate in the incentive
programs only if the programs contribute to thru budget and staffing requirements and
arc cost effective

Hus hill differs from the previous rctnemenl incentive program KIP Jaws, enacted in
1986 and 1989. m that employers arc specifically authorized to extend an incentive phr
to employees m certain component <c g . certain state divisions slaicd for major
reductions . in certain job classifications, or certain geographic locations In addition
with regard to the state, not all state employees will be eligible to apply during awmJ
period Instead the commissioner of administration is authorized to establish window
periods »ot  to moday si lot some dcp.utmer.ts and not others  This s\if| allow rare:;-..-
of deportments where Major reductions arc contemplated and sill allc*. tatc the ‘brain
dram’ problem that arose when previous incentive programs ssorc implemented

The bill also requires that cost savings be shown for each employee allowed to
participate, and that *osi savings be calculated over a three-year period rather thana ;e
year pcnod  This change from previews RIP "aws ssdl guarantee that the retirement
intensive program pr duccv substantial usings to the tare and its local cvcrnments .

school districts

There arc some similarities between this bill and the prior RIP laws  As ssith those dm
this bill provides that eligible .tale, municipal, and ich.v| district cmplosccs sn the Public
Employees Retirement Sy stem tPEKS* and the Teachers Retirement Sy stem tTKM max
obtam rhrce years of retirement *rcdit. to be applied tcssard reaching normal or carls
retirement age reducing the actuarial reduction that early retirees must take, oi wcrcai.%-
vcarsof credited service Anemploy ee must pay Jive appropriate retirement w stem the
crnphnce snoitnaf share for these three yean of credit, and the employer most pav the
sy item the dilferrncr between sshat the employee pav >and the actuarial cost of allow .r.g
the employee to paiticipalc  Applications tor participation in the program will be allowed
only during erlalivdv shoit ‘window pctiiNfs ' and the etnplovce must retire within
several months aftci the end of a window pen d  The bill imposes substaniial pcnaltic.
on anemployee renting unJet the KIT «fwaccepts ctnpluvment ssith another PTK5S

IK'S employer > with a JUidusal Retirement Sv stem rmphnct or s%bo is iccrttph ved =
a of the optional umscmty letuemeni svstem



The Honorable Drue Pearce
March 10. 1095
Page 3

The bill also proposes, for the state only, another temporary incentive program, the
separation incentive program, that has not been used previously by the state, but that has
been used successfully by local governments and school districts in Alaska, by the federal
government, and by the private sector Under this program, which may be offered in
conjunction with the RIP or separately from that program, long-term state employees
separating from state service may be paid a one-time separation incentive payment That
pav merit would be 525.000 or six months' salary, whichever is less, unless a state
department or the office of management and budget sets a lower pavment As with the
RIP. separation incentive pavrncnts could be made only if thev would result in cost
savings to the state over a thtcc-vcax period, the program would not be open 10 ail state
employees but could be limited to certain departments or job classes, there would he
hrtcl window periods” for application, and there would he substantial penalties for

rccmplovment by the state within three years

"\s tin: bill vorks its wav t.irough the legislative process, representatives of mv
Administration will be available to answer any questions that members of your bodv

might luxe
| urge vour prompt consideration and passage of this bill

Stncerclv.
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The Division of Finance 19 rspcr.sibie for verification of
employment history and processing of termination pay for all state
employees. This 1includes verifying the length of employment,
accounting for all leave without pay during the entire employer.!
with the state and determining salaries for the tr.ree highest

"ear3. rirra. and terminal leave pay must be processed in
accordance with contractual agree-er.rs.

With implementation of a Retirement Incentive Program <?.:?. the
wor<load for these functions would he significantly increased and
additional support will ce required by the Division of Finance to
meet processing deadlines. It iIs estimated a half ti-e Accounting
Technician I will be needed m FY 6. 3? and >5 and tr.e first half
of FY 33 to accommodate the additional wcrfcical generated by tr.e

o (e o7 Milll m
FY 37 ko #, my .a

rge »2 A half time _3 k «>]
rge li a MUSe e 21.5 ta *



FISCAL NOTE

No.
STATE OF ALASKA ‘MI Version: M a 37
1995 LEGISLATIVE SESSIN " )
0 Ftiblbh Dale:
fPevrvion Cate . Department Affected  Agmm~at'on
Tue  Ad rofjt'f¥g (o f~’fement meent<ve p/os'a’s for Retirement 4 Bengfits
svys-grgfloxW rereyrert i/sst?j m.mgicacftg;* Component Re>cmgn( s BaneMs
Spar.sc/ Ru’«_Co:n.m!ne® & RcnucsT Ollftc G=yww
Requestor COMPONENT SERIAL NO. 64
EXPENDITURES/REVENUES: (Thousands of DoHais)

OPERATING EXPENDITURES PY 06 PY 97 PY 98 PYW FY 00 PY(L
PcRSCNAI SERVICES 489 1 489 1 289 3 2833 289 3 2893
TRAVEL 80 80 30 30 30 30
CONTRACTUAL 217 "7 195 165 165 165
SUPPLIES 13? 30 1 21 21 21
EQUIPMENT 1C80 00 00 00 00 00
LAND4 STRUCTURES 00 00 00 00 00 00
GRANTS. CLAMS 00 00 00 00 00 00
MISCELLANEQUS 00 00 00 00 00 00
TOTAL OPERATING €450 57128 3100 3109 3109 3*09
CAPITAL EXPENDITURES 00 oo 1 00 00 | 00 | 00 |

-ZtlizhzLii RfcVICliL'ES i) L 2.2 1, Z H Z X H | ZD
*X 2Fed«ia Rece s« 00 00 00 00 00 00
1303 GF Vaten 00 00 90 00 00 00
CCAGA 00 00 00 00 00 00
*CC5 GFPfpjiam Rececf. 00 00 01 00 00 00
*36gfxim-a 00 00 00 00 90 00
C ER 64' 0 522 5 31C3 3109 3109 31C9
1Q1-1 646 0 5222 3*0.5 -212.2.. 222]L. 3*0°9
Estimate ol any cuiront *eaf (FY 95) cost ;e'3

fF.I-TIVE 2 2 4 5 ) i
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FISCAL NOTE

STATE OF ALASKA IHLL NO. RIP Hil
199 LEGISLATIVE SESSION

ANALYSIS  (continued)

W creates 3 reoroment meenb/c program for tho Pubhc Employees' (PERS) and Teachers (TRS) Retirement Systems

n addOon. 4 allows for separabcn bonuses lor state cmplo¥eps_ Authorization of a RIP .~ State employees could begin as
early as J.jly 1. 1995 or as Into as Juno 30. 19S8 RIP eligihility ponods for state employees would bo designated by the
Zcrnmrwonor of Adrmausbabon RO wwJow ponods would last from 30-60 days  The IJn verity of Alaska may adopt a RIP
between Juno 30, 1995 and Cumber 31. 1995 Pa_rSGp_atrrgrPERS political sut>Ji rvon emBoners may adopt a RIP
between December 31. 1995 and Juno 30. 1996 Participating TRS employers may adopt a RIP between Juno 30.1995
«x) December 3V 1995. Active PERS and TRS members could retire on an accelerated basis welhan -rc.'cased benefit
.nder the fol-n/\m/%condSons at age <7. 1, vostodwTh 17 years of service as a qualifiod peace officer, firo fighter O toacnor.
rwin 27 years of croo*fed sendee mthe PERS  Before qualifying for an accelerated benefit, howovor tne memcor must
-=aya lump sum tfvdetted.vss pjymenl or Like an actuan.il roducbon from then <fetime bencf.t for the indebtedness amount

Mo csbmato that two permanent employees whl bo nooded to manage the o_Feratlons of the program and increased scrvco
demands into the future Eleven long-term non-permanent employees will also be needed over the noit rwo fecal years
Adh f-0 of those to remain for ‘ho thnd fecat year Personnel will handle increased counseling address and benefcary
changes, account maintenance and ether services Subsequent increases *nthe number of rde®*  neccss-tate
icronsed permanent employees to handle tho >ncroascd demand for information and servos

Ve osbmate that *e ai need to ncreaso our normal number of counseling fnps by fitO trips over the nert wo fecal years
=0 assure that members understand the opbons and requirements of the program

ar L

St
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STATE OF ALASKA
1995 LEGISLATIVE SESSION

'ho tol.il estimated administrative cost to tho division by fiscal yoar is as follows

FY 1996

PERSONAL SERVICES
FY1996

2 Retirement 4 Benefits Specialist | $*03 0

5 Retirement 4 Benefits Tech Il (NP) 1860

1 Accounting Tech Il (UP 41 1

3 Accounting Clerk ill (N 100 8

2 Admm Clerk 1(NP

TOTAL FY 1996 COSTS $483 1

FY 1997

2 Retirement 4 Bonofts Specialist I $103 3
5 Retiror. cnt 4 Benefits Tech 11 (NP) 1860
1 Accounting Tech Il (UP <o
3 Accounting Clerk Il (N 100 8
2 Admm Clerk I (NP

TOTAL FY 199? COSTS

EIMSIS

2 Retirement 4 Benefits Specialist | $10
3 ReLromont 4 Benef.fs ~och 111 (NP) 11
1 A’counfeng Tech Il (U PFZ

1 Accounting Clerk Il (UP)

TOTAL FY 1993 COSTS

TRAVEL
Travcjng fo vanous ‘ocasans throyghout the state
to counsel protpocWc reHees andg*.e oemmars 80

CONTRACTUAL
Commurncabon (Telephone Postage) 1
Momframe Computer Tenr
Software Maintenance
Turnm? P ManaPement

Total Contractua

SUPPLIES _
Of?to SuPi*-es Calculates. software 132

S OO

-~ —loo o

HILL NO. RIP Hil

FY 1997 FY 1598

$489 1
$259 3
83 33
132 93
88 32
20%7 1«h
30 21

b ) *
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STATE OF ALASKA HILL NO. RIP Bill

1995 LEGISLATIVE SESSION

FY 19% FY1997 FY 1998
EQUIPMENT .

Computer Workstations 44 () 00 00
File Cabinets (2 8 00 00
Office Chairs (3 66 00 00
Microfiche Viewers (11) 66 00 00
Office Workstations 100 00 00
Computor/N'etwork Pnnters 120 00 00
Computor Notwork Upgrades 24 00 00
Tclophono Unit (11) L3 0J3
Total Equipment m s -LQ TAS
TOTAL OPERmTICNS COST $646 0 $622 s $3109

'no rotromoni technicians. retirement specialists, accounting technicians, and accauntxg clerks need constant access
to the pERS and TRS computer files Wo do not have any ercoss tcrrinnls microfiche viewers or ec': iatars Our
*rouoNNo-.t request wit satzs'y our eqi£pment needs for the duraben of thiZ ﬁrogram_ Wo propose the put'nose c* personal
computers to bo used os terminals because they will be compatfcie with me divisions local area network

We arc also proposing tno purchase of *wo additional comé)uter printers ‘he previous RiPs JJU| a great deir.j"d on r.ur
Jessng tmtcm and wo were always th a Mato of backlog  Our current day-to-day printer needs mar m”c the capacity cf
aur ccsbng pnnters - After comparln(g me cost of leasing prnters for two years coup’ed with our oi-stxg reeds purchasing
Tew pr -tors woind be more cost etfccbve

Ai adr* nestratve costs of the program will be pad madvance by sartc rating emproycrs as required by the

S .ntn; Source gro.itd<vwn fpr FV 1?96

1029  PERS 355 3
124 TRS 2711
$£46 0

£



POSITION INFORMATION HAS EEN UPDATED AND FUNDING H'  BEEN UPD/TED.

03/16/95 Portion Information Inquiry/c4Jate 11:43:37
Position: 02-02/144 Project: O Salary Costs: 36,444.00
Icmponont: 02-95-05-08-00-00 Region: Benefits Costs: 15.071.30
Scenario: 2 FY: 96 COLA 0TOOO Total Costs: 51.515.30
Actuals not available (Status: UNKNOWN ) Retirement Code:
Step: A for 12.0 months £ Stop: B for 0.0 months (total: 12.00
0700/00  Merit Date; use merit defaults? N ( 0.00 £ 0.00
0 Class/Sched Prefix: 2 Schedule: 2A (actual:
Bargaining Unit: GG Range: 16 (actual:
Location Code: AWA Place: JUNEAU
Job Class Code: P1442 Title: RETIREMENT BEN SPEC 1
Seasonal Indie.: F Type:
Optional Override Salary Rates:
Monthly Rate: 0.00 for 0.0 months £ rate of 0.00_ for 0.0 months
Hourly Rate: 0.00 for _0.0 months Frozen a this rate? (Y/N): N
Pr ss ENTER to, u date ecord ente%’ f Or USE PF key cr ?o to ano her Tcreen
L" P rg |ume ES JFund r]g 0 4NCedo Trans a lons §a|cu atlons
T-MISC NEW" POS DATA 3*»Dota| Report  12=Exit w/o update Selection:



POSITION INFORMATION HAS EEN UPDATED AND FUNDING HA" BEEN UPDATED.
03/16/95 pol.cion Information Inquiry/L. jate 16:25:27
77osition: 02-02/149 Project: O Salary Costs: 28,356.00
romponent: 02-95-05-08-00-00 Region: Benefits Costs: 8,887.75
Scenario: 2 FY: 96 COLA \= 0.000 Total Costs: 37,243.75
A-tuals not available (Status: UNKNOWN ) Retirement Code: N
Step: A for 6.0 months & Step: B for 6.0 months (total: 12.00 )
:0/00/00 Merit Date; use merit defaults? N ( o000 £ 009 )
0 Class/Schod Prefix: 2 Schedule: 2A (actual: )
Bargaining Unit: GG Range: 12 (actual: )
Location Code: AWA Place: JUNEAU
Job Class Code: P1444 Title: RETIREMENT_ BENEFIT TEC 11
Seasonal Indie.: G Type:
Optional Override Salary Rates:
Monthly Rate: 0.00 for 0.0 months £ rate of 0.00 for 0.0 months
tourly Rate: 0.00 for 0.0 months Frozen at this rate? (Y/N): M

.-rcss ENTER to update record; enter / or use PF key to go to another screen:
I*Prcmium pay info 2-Funding 1info 4=Code Translations 6«Caiculationn
"-MISC NEW POS DATA 8*Dotail Report 12=*Fxi1t v/o update Selection: O0O_



POS)TION INFORMATION HAS rEN UlPDATED AND FUNDING HA™ BEEN UPDATED.

[
16/95 Pol cilon

03 ntformation Inquiry/l. .ato 16:26:04
Position: 02-02/151 Project: O Salary Costs: 31.740.00
Component: 02-95-05-08-00-00 Region: Benefits Costs: 9,328.01
Scenario: 2 FY: 96 COLA 0.000 Total Costs: 41.068.01
Actuals not available (Status: UNKNOWN ) Retirement Code: N
Step: A for 12.0 months & Step: B for 0.0 months (total: 12.00
C0/00/00 Merit Date; use merit defaults? N (0.0 0 & 0.0 0
0 Class/Sched Prefix 2 Schedule: 2A (actual:
Bargaining Unit: GG Range: 14 (actual:
Location Code: AWA Place: JUNEAU
Job Class Code: P1211 Title: ACCOUNTING TECH 11
Seasonal Indie.: G Type:
Optional Override Salary Rates:
Monthly Pate: 0.00 for _0.0 months 6 rate of 0.00 for 0.0 months
Hourly Rate: 0.00 for ~0.0 months Frozen at this rate? (Y/N): N

Press ENTER to update record; enter / or uyse PF key to go to anth r screen:
‘Premium paé into 2-Funding info I»Code Transiations b- a?c_ufatlons
7“MISC NEW POS DATA  8*»Dctall”Report ~ 12=Exit v/o update Selection:



POS}TION INFORMATION HAS  TEN UPDATED AND FUNDING H/  BEEN UPDATED.

03/16/95 Position Information [nquiry/Update 16:26:37
Position: 02-02/154 Project: O Salary Costs: 25,140.00
Component: 02-95-05-00-00-00 Region: Benefits Costs: 8,469.35
Scenario’ 2 Fy: 96 COLA *= 0OTOOO Total Costs: 33,609.35
Artuals not available (Status: UNKNOWN ) | Retirement Code: N
Step: A for 6.0 months & Sten: 3 for 6.0 months (total: 12.00 )
0/00/00 Merit Date; use merit defauklts? -N - (0.00 & 0.00 ,
0 Class/Sched Prefix: 2 Schedule: 2A (actual: )
Bargaining Unit: GG Range: 10 (actual:
Location Code: AWA Place: JUNEAU
Job Class Code: P1203 Title: ACCOUNTING CLERK 111
Seasonal Indie.: G Type:
C tional Override Salary Rates:
<"onthly Rate: 0.00 for 0.0 months & rate of 0.00 for _0.0 months
Hourly Rate: 0.00_ for "'0.0 months Frozen at this rate? (Y/N): N

Press ENTER to update record; enter = or use PF key to go to another screen:
2~ Premium pay info 2-»Funding i1nfo s=Code Translations 6=Calculat:ons
-MISC NEW POS DATA 8*Dotail Report 12*Exit v/o0 update Selection: O



POS|TION INFORMATION HAS  EN UPDATED AND FUNDING HA BEEN UPDATED.
0j/16/95 Pos-uton Information Inquiry/U,. ..ate 16:27:02
Position: 02-02/156 Project: O Salary Costs: 21,103.00
Component: 02-95-05-08-00-00 Region: Benefits Costs: 7,944.79
Scenario: 2 FY: 96 COLA %= 0.000 Total Costs: 29,052.79
Actuals not available (Status: UNKNOWN ) | Retirement Code: N

Step: A for 6.0 months & Step: B for 6.0 months (total: 12.00 )
00/00/00 Merit Date; use merit defaults? N ( 000 4 0.00 )
0 Clad3s/Sched Prefix: 2 Schedule: 2A (actual: )

Bargaining Unit: GG Range: 07 (actual: )

Location Code: AWA Place: JUNEAU

Job Class Code: P1133 Title: ADMINISTRATIVE CLERK |

Seasonal Indie.: G Type:
Optional Override Salary Rates:
Monthly Rate: 0.00  or 0.0 months & rate of 0.00 for 0.0 months
Hourly Rate: 0.00____  :or "0.0 months Frozen at this rate? (Y/N): N
Press ENTER to u date record; enter s or us lr ? (t; to athI&er reen:
1 Premium pa Z«Fund|qg Info ranslations alculations
7--MISC NEW" P S DATA §=Detail Report 12aEX|t v/o update Selection: 0



FISCAL NOTE

STATE OF ALASKA DILL NO. Dill VerS|on:* U /517
1995 LEGISLATIVE SESSION 19) f’ublhl’l Dale: Tiv r
Reviwon Dale: Dept. Attecied: All pBpartroonta
Titfa: An Act footing ‘o retirement incenlivo prog 'ms... BRU:

Component:
Sponwc' Rules Comrmtte by Roa;egt ot t>0 G¢c. or
Requester: COMPONENT SERIAL NO

Consolidated Fiscal Nolo lor Executive Branch
(Thousands of Dollars)

OPERATING EXPENDITURES FY % FY 97 FY 98 FY9S FY 00 FY 0L
IGOVernor . 00000 00000 00000 00000 ..))))
»dminms:ration 666 3 5%3 t 317 ..;’).2.1 3 3109 3109
DCED

CORA
«Corrections
Education
PcsLocen3i7
IdeC 00000

ADFSG e
G:EC 00000 00000 e 0
DHSs T

aoor .....

» oo

u&o

CMVA ......
otR L
s..cSaoty e

0r
-OTAPF S
*OTAL e 1 ----------------

ANALYSIS:  Attaeftau z w r->7« fnecessary)
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FISCAL NOTE

146 eI session BILLNO

ANALYSIS: (continued)

This Ie?islation Is expected to resuit in substantial savings in personal service costs for
the state; however, the actual fiscal imoact lor each cepartment cannot be accurately
projected for the following reasons:

1. The administration is not planning to implement the leq'Slation in an across-the-
board manner, but instead plans to use a more strategic approach tailored to the
erdividua; budget and s affing requirements of each cepartment. This auoroach
is similar to that used b; many private sector firms, and currently in use by the
federal government in its downsizing program.

The parrc pahon of each department wiil therefore depend on the bucget and
staffing s tuation of the department at the time the program is implemented
Some departments may not participate in the program fit would net be effective
m meeting their requirements. Other deBa_rtments may offer the prtgra n m only
certain pads of the department that are being restructured or downsized.

2. Tne numoer of employees e igible to par opate in ooth the retirement incentive
p[rogram and the separation incentive program has net yet been established
he numcer of empIoY,ees meeting the basic eligibility criteria will bo centred
scon; however, the retirement ana separation incentive programs may be offeree
to only a pprtion of these employees, as described abcve

3. Another vanaoie which will affect actual savings is the percentage of employees
that will e oct to participate n the retirement and seﬂaranon ncentwe programs if
they are c"ered to them The participation rate m the as: state RIP m 1989-90
averagec approximately 30 percent "However, this rate vaned substantially by
cepartment "In addition, the seﬁaratlon incentive Erogram has not been useo by
the state se'oro. so thoro *s no histoty of partic-uaLon rates for this program

Tho fiscal impacts snewn for tho Department of Administration rotlect the administrative
costs fcr the D" s on of Retirement and Benefits ana the Division cf Finance to perform
their response tes undor the bd» The costs for the Division cf Retirement and Benefits
wouk] be paid though an admmrstrativo charge for partc.pat ng employers Soo me
attached "-seal notes from the two divisions for more deta. s
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