
LEGISLATIVE FINANCE-HOUSE/SENATE FINANCE 
SB 72 cont. , SB 73 1 ‘ 'l'.'



Population Exemption for CSSB 7 2 (Fin):

Population Threshold of 2,500: 

Communities included:

Municipality of Anchorge 222,950

Barrow 3,379

Bethel 4,390

Cordova 2,619

Fairbanks 28,251

Homer 4,338

Juneau C&B 29,946

Ketchikan 7,730

Kodiak 6,774

Kotzebue 3,705

Nome 4,303

Palmer 2,988

Petersburg 3,440

Seward 2,829

Sitka C&B 8,257

Soldotna 3,733
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CSSSSB 72 (SA): An Act rela ting  to reg istra tion  and licensing of 
contractors; prohibiting the  use of s ta te  monev for 
certa in  residential work unless th e  work is 
perform ed by a  licensed residen tia l contractor; and
providing for an  effective date.

..
SB 72, as am ended, proposes to improve the  quality  of residen tia l construction work 
in  A laska by creating a  special licensing category, including exam ination and  
competency requirem ents, for residen tia l contractors. In  addition, the  bill prohibits 
th e  use of S ta te  funds for construction or altera tion  of residen tia l struc tu res unless 
th e  work is perform ed un d er th e  oversight of a licensed residen tia l contractor.

Currently, construction contractors m ust reg ister w ith  th e  S ta te  and  are required to 
post a $10,000 bond i f  a general contractor or a $5,000 bond if  a  specialty or 
m echanical contractor. SB 72 requires a general contractor seeking to build 
residential s truc tu res of up to four un its to first obtain a  special endorsem ent to the ir 
contractor license. In  order to  get th is special endorsem ent, a general contractor 
m ust, 1) pass an  exam; 2) complete the  A laska craftsm an home program  sponsored by 
the  D epartm ent of Com m unity and  Regional Affairs (or i ts  equivalent) or take  an  
arctic engineering course; and  3) no t be under indictm ent — or in  th e  preceding seven 
years not have been sentenced — for an  offense re la ted  to forgejy , theft, extortion, 
conspiracy to defraud, or^noral turpitude?^

The departm ent supports SB 72, as  amended, because th e  licensing requirem ents 
established in the  b ill will work to better ensure th e  competency of contractors 
involved in  residen tia l construction ., The industry  and  the  public w ill benefit through 
increased quality  of w orkm anship by dem onstratively com petent residential 
contractors. '  ..........  ‘ ...........

Larrjl'M^rculi^ff, Commissioner 
D epartm ent of Commerce and 

Economic Developm ent

Date

LM/wfd9889W
12390b
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PROPOSED SENATE FINANCE COMMITTEE LETTER OF INTENT FOR CSSB 
7 2 (Fin)

It is the intent of the Senate Finance Committee that the 
Department of Community and Regional Affairs conduct regional 
Alaska craftsman home program outreach workshops with a 
frequency adequate to meet the requests of general 
contractor's in the more remote areas of the state. 
Furthermore, that the department shall encourage licensed 
general contractor's from communities exempted by this 
legislation to pursue continuing education in arctic 
engineering and energy efficient thermal construction 
techniques.

Additionally, it is the intent of the Senate Finance Committee 
that the Department of Commerce and Economic Development 
consider the varied educational and cultural diversity of 
applicants when preparing the Alaska craftsman home program 
residential contractor's endorsement examination.



S + --RSION: CSSSSB 72 (JAt 

, i  DATE: ___4 /2 7 /8 9
S T A T E  O F  AL>«?KA 

1989 LEGISLAT1VI ESSION PUBL.

FISCAL NOTEREQUEST
Revision Date;_______________Tide: An Act relating to registration 

and licensing of contractors;... 

Sponsor: Senator Szymanski 

Requestor:Senate Labor & Commerce______

Agency Affected: Commerce & Economic Dev 
B U U ; Occupational Licensing

Components ■ Admin. & Investigations

EXPENDITURES/REVENUES: (Thousands of Dollars)

FUNDING: (Thousands of Dollars)

O P E R A T I N G F Y  89 F Y  90 F Y  91 F Y  92 F Y  93 F Y  94

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

21.0 21.0 21.0 21.0 21.0

i.i 1.1 n l.i 1.1
• 15.0 15.0 15.0 15.0 15.0

T O T A L  O P E R A T I N G 0 37.1 37.1 37.1 37.1 37.1

C A P ITAL j

GENERAL FUND 
FEDERAL FUNDS 
OTHER GF/PR 
TOTA^

0 37.1 37.1 37.1 37.1 37.1
g 37.1 — ai.*____ 37.1 - 2 L i ____

POSITIONS;
FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 0 0

0 n Q 0 . 0 0
0 0 0 c 0 0

L it  u t t c  t .a i .a u o . jk O i t u i c .u u  w a. L u g x o u L a u x u u  c u u u i o c u i c u l  a. u/ a. -

pied by: p w > • 465-2144
nrinn • Occupational Licensing ____________C. ________ Date• April 3, 1989

ANALYSIS : (Attach a separate page if necessary)
The bill establishes an endorsement to the registration of a general contrac­

tor who oversees the construction of or w ho performs alterations to residen­

tial structures. This fiscal note represents the anticipated costs associated 

with the establishment of the registration endorsement for residential con­

tractors Prepared byDivision: Occupational Licensing rv<n»;

Approved by Commissioner: La r r y  Merculieff Dare: ^  ‘ ’
Agency: Commerce and Economic Development .

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget Impacted AgencyQes)
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CONTINUATION OF FISCAL NOTEFor CSSSSB 72 (L&C)
The d i v i s i o n  i s  n o t  c e r t a i n  o f  t h e  a b s o lu t e  num ber o f  r e s i d e n t i a l  
c o n t r a c t o r s  who w i l l  be  a f f e c t e d  b y  t h e  b i l l ;  t h e r e f o r e ,  
c a l c u l a t i o n s  i n  t h i s  f i s c a l  n o t e  a r e  b a s e d  on  a t  l e a s t  500 o f  t h e  
a p p ro x im a te ly  1500 l i c e n s e d  g e n e r a l  c o n t r a c t o r s  s e e k in g  
r e g i s t r a t i o n  e n d o rse m e n t a s  a  r e s i d e n t i a l  c o n t r a c t o r .  B ased  on  
500.  t h e  new c a te g o r y  c a n  b e  e x p e c te d  t o  c o v e r  1.86% o f  t h e  
a d m i n i s t r a t i v e  c o s t s  (500 d iv id e d  by 2 6 ,9 4 5  t o t a l  l i c e n s e e s ) .

P e r s o n a l  S e r v i c e s : $ 2 1 . 0
C o n s i s t s  o f :

*13.00%  o f  a  l i c e n s i n g  e x a m in e r
* 2.00% o f  a n  i n v e s t i g a t o r
*  1.86%  o f  a d m i n i s t r a t i v e  o v e rh e a d

T r a v e l : $ 1 . 1
T h is  w i l l  p r o v id e  f o r  t r a v e l  fu n d s  f o r  t h e  L ic e n s in g  E xam iner

t o  a d m i n i s t e r  t h e  e x a m in a t io n s  tw ic e  a  y e a r  a t  a  l o c a t i o n  o t h e r
th a n  J u n e a u .

C o n t r a c tu a l  S e r v i c e s : $ 1 5 . 0
T h is  w i l l  p r o v id e  fu n d in g  f o r  e x a m in a t io n  d e v e lo p m e n t; 

c o m m u n ic a tio n  e x p e n s e s ;  p r i n t i n g  o f  a p p l i c a t i o n s ,  e x a m in a t io n s ,  
e t c . ;  p u b l i c  n o t i c e s ; exam f a c i l i t y  r e n t a l s ; s e m in a r s ; a n d  o t h e r  
i n f o r m a t io n a l  p u b l i c a t i o n s  n e c e s s a r y .

TOTAL: $ 3 7 . 1

REVENUES: The re v e n u e s  i d e n t i f i e d  a r e  b a s e d  on  a n  e n d o rs e m e n t
f e e  f o r  r e s i d e n t i a l  c o n t r a c t o r s ,  a s su m in g  t h a t  r e s i d e n t i a l  
c o n t r a c t o r s  w i l l  p ay  a  b i e n n i a l  f e e  o f  $150 ($75  p e r  y e a r )  i n  
a d d i t i o n  t o  t h e i r  g e n e r a l  c o n t r a c t o r  r e g i s t r a t i o n .

FY 9 0 : The e f f e c t i v e  d a t e  o f  t h e  b i l l  i s  J u l y  1 , 1989 an d
t h e r e f o r e ,  r e v e n u e s  a r e  b a s e d  on  a n  i n i t i a l  500 c o n t r a c t o r s  
s e e k in g  a  r e s i d e n t i a l  e n d o rs e m e n t. The i n i t i a l  e n d o rs e m e n t w ould  
b e  v a l i d  f o r  o n e  y e a r ,  w i th  a n  e x p i r a t i o n  d a t e  o f  D ecem ber 3 1 , 
1990 , t h e  sam e d a t e  i n  w h ich  a  g e n e r a l  c o n t r a c t o r ' s  c e r t i f i c a t e  
o f  r e g i s t r a t i o n  e x p i r e s .  500 x $75  l i c e n s e  f e e  = $ 3 7 . 5 .

FY 91:  A ssum ing a l l  r e s i d e n t i a l  c o n t r a c t o r s  w i l l  ren ew , r e v e n u e s
w i l l  t o t a l  $ 7 5 . 0  (500  x  $ 1 5 0 ) .

FY 92:  T h is  w i l l  b e  u  ^on  re n e w a l  y e a r  and  no  r e v e n u e s  o t h e r
th a n  f e e s  from  new r e g i s t r a n t s  ( n o t  e s t im a te d )  w i l l  b e  g e n e r a te d .  
A lth o u g h  no  r e v e n u e s  w i l l  b e  r e c e iv e d  i n  t h i s  y e a r ,  l i k e  a l l  
o t h e r  l i c e n s i n g  p ro g ra m s , t h e  p ro g ram  w i l l  b e  c o v e re d  by p ro g ram  
r e c e i p t s  o f  o t h e r  o c c u p a t io n s  re n e w in g  d u r in g  t h a t  y e a r .  In  
a d d i t i o n ,  f e e s  c o l l e c t e d  d u r in g  a  re n e w a l y e a r  a r e  s u f f i c i e n t  t o  
c o v e r  t h e  a n n u a l  c o s t s  o f  t h e  p ro g ram .
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FISCAL NOTEREQUEST
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Title: A n  A c t  r e l a t i n g  to r e g i s t r a t i o n  
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CONTINUATION OF FISCAL NOTE 
F o r  CSSSSB 72 (L&C)

.... ... . . . . .

The d i v i s i o n  i s  n o t  c e r t a i n  o f  t h e  a b s o l u t e  num ber o f  r e s i d e n t i a l  
c o n t r a c t o r s  who w i l l  b e  a f f e c t e d  by  t h e  b i l l ;  t h e r e f o r e ,  
c a l c u l a t i o n s  i n  t h i s  f i s c a l  n o t e  a r e  b a s e d  on  a t  l e a s t  500 o f  t h e  
a p p ro x im a te ly  1500 l i c e n s e d  g e n e r a l  c o n t r a c t o r s  s e e k in g  
r e g i s t r a t i o n  e n d o rse m e n t a s  a  r e s i d e n t i a l  c o n t r a c t o r .  B ased  on  
500,  t h e  new c a te g o r y  c a n  b e  e x p e c te d  t o  c o v e r  1.86%  o f  t h e  
a d m i n i s t r a t i v e  c o s t s  (500 d iv id e d  by  2 6 , 9 4 5  t o t a l  l i c e n s e e s ) .

P e r s o n a l  S e r v i c e s : $ 2 1 . 0
C o n s i s t s  o f :

*13.00%  o f  a  l i c e n s i n g  e x a m in e r
* 2.00% o f  a n  i n v e s t i g a t o r
* 1.86%  o f  a d m i n i s t r a t i v e  o v e rh e a d

T r a v e l : $ 1 . 1
T h is  w i l l  p r o v id e  f o r  t r a v e l  fu n d s  f o r  t h e  L ic e n s in g  E xam iner

t o  a d m i n i s t e r  t h e  e x a m in a t io n s  tw ic e  a  y e a r  a t  a  l o c a t i o n  o t h e r
th a n  J u n e a u .

C o n t r a c tu a l  S e r v i c e s : $ 1 5 . 0
T h is  w i l l  p r o v id e  fu n d in g  f o r  e x a m in a t io n  d e v e lo p m e n t;  

c o m m u n ic a tio n  e x p e n s e s ;  p r i n t i n g  o f  a p p l i c a t i o n s ,  e x a m in a t io n s ,  
e t c . ;  p u b l i c  n o t i c e s ;  exam f a c i l i t y  r e n t a l s ;  s e m in a r s ;  a n d  o t h e r  
i n f o r m a t io n a l  p u b l i c a t i o n s  n e c e s s a r y .

TOTAL: $ 3 7 .1

REVENUES: The re v e n u e s  i d e n t i f i e d  a r e  b a s e d  o n  a n  e n d o rse m e n t
f e e  f o r  r e s i d e n t i a l  c o n t r a c t o r s ,  a s su m in g  t h a t  r e s i d e n t i a l  
c o n t r a c t o r s  w i l l  p a y  a  b i e n n i a l  f e e  o f  $150 ($75  p e r  y e a r )  i n  
a d d i t i o n  t o  t h e i r  g e n e r a l  c o n t r a c t o r  r e g i s t r a t i o n .

FY 9 0 : The e f f e c t i v e  d a t e  o f  t h e  b i l l  i s  J u l y  1 , 1989 an d
t h e r e f o r e ,  r e v e n u e s  a r e  b a s e d  on  a n  i n i t i a l  500 c o n t r a c t o r s  
s e e k in g  a  r e s i d e n t i a l  e n d o rs e m e n t. The i n i t i a l  e n d o rs e m e n t w ould  
b e  v a l i d  f o r  o n e  y e a r ,  w i th  a n  e x p i r a t i o n  d a t e  o f  D ecem ber 31 , 
1990, t h e  sam e d a t e  i n  w h ich  a  g e n e r a l  c o n t r a c t o r ' s  c e r t i f i c a t e  
o f  r e g i s t r a t i o n  e x p i r e s .  500 x $75  l i c e n s e  f e e  = $ 3 7 . 5 .

FY 91:  A ssum ing  a l l  r e s i d e n t i a l  c o n t r a c t o r s  w i l l  ren ew , r e v e n u e s
w i l l  t o t a l  $ 7 5 . 0  (500 x  $ 1 5 0 ) .

FY 92:  T h is  w i l l  b e  a  non  re n e w a l y e a r  -and no  re v e n u e s  o t h e r
th a n  f e e s  fro m  new r e g i s t r a n t s  ( n o t  e s t im a te d )  w i l l  b e  g e n e r a te d .  
A lth o u g n  no r e v e n u e s  w i l l  b e  r e c e iv e d  i n  t h i s  y e a r ,  l i k e  a l l  
o t h e r  l i c e n s i n g  p ro g ra m s, t h e  p ro g ra m  w i l l  b e  c o v e re d  by p ro g ram  
r e c e i p t s  o f  o t h e r  o c c u p a t io n s  re n e w in g  d u r in g  t h a t  y e a r .  I n  
a d d i t i o n ,  f e e s  c o l l e c t e d  d u r in g  a  r e n e w a l  y e a r  .are  s u f f i c i e n t  t o  
c o v e r  t h e  a n n u a l  c o s t s  o f  t h e  p ro g ra m .



BILL VERSION : SSSB 72 
PUBLISH DATE: _A / 1 1 / a

ST A TE  O F ALASKA 
1989 L E G IS L A T IV E  SESSIO N

FISCAL NOTEREQUEST:
Revision Dale: _______
Title: An Act r e l a t i n g  to  r e g i s t r a t i o n  
and l i c e n s i n g  of c o n t r a c t o r s ; . . .  
Sponsor: Senator  Szymanski
Requestor: Senate Labor & Commerce

Agency Affected: Commerce & Economic Dev. 
BPaJ : Occupa t iona l  L icens ing_________
Pomp^n^nn • Admin. & In v e s t i g a t i o n s .

EXPENDITURES/REVENUES: (Thousands of Pollan)
O P E R A T I N G F Y  89 F Y  90 F Y  91 F Y  92 F Y  93 F Y  94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

21.0 21.0 21.0 21.0 21.0
1.1 1.1 1.1 1.1 1.1

15.0 .... 15.0 15.0 . 15.0

T O T A L  O P E R A T I N G 0 37.1 37.1 37.1 37.1 37.1

CAPITAL

R E V E N U E 0 37.5 75.0 0 75.0 0

F U N D I N G :  (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER GF/PR 
TOTAL

0 37.1 37.1 37.1 37.1 37.1
0 37. L 37.1 VI.\ 37. 1 37. 1

P O S I T I O N S :

FULL-I1ME
PART-TIME
T EMPORARY

0 0 0 0 0 0
0 . Q_ 0 0 0 .0
0 0 0 _____ 2_______ 0 n

ANALYSIS : (Attach a separate page if necessary)
The b i l l  e s t a b l i s h e s  l i c e n s u r e  f o r  g en e ra l  c o n t r a c t o r s  who oversee  the 
c o n s t r u c t i o n  of  or  who perform a l t e r a t i o n  to r e s i d e n t i a l  s t r u c t u r e s .  This 
f i s c a l  no te  r e p r e s e n t s  the  a n t i c i p a t e d  c o s t s  a s s o c i a t e d  wi th  the  establishment.

(Continued)of the  new l i c e n s i n g  ca tegory  f o r  r e s i d e n t i a l  c o n t r a c t o r s  
J e n n i f e r  S t r i c k l e r ,  Adm in i s t r a t iv e  O f f i c e rPrepared by: 

Division : « Occupat iona l  L icens ing
Larry Mercu l ie f fApproved by Commissioner: ___Agency: Commerce and Economic Development

Z J L dpment 1

Phone 
Date: .
Date:

465-2144 
Tlarcn JB, L9U9

Distribution (by preparer) :  
Legislative Finance 
Legislative Sponsor 
Requester
Office of Management and Budget 
Impacted Agency(ies)



CONTINUATION OF F ISC A L  NOTEF o r SSSB  72
T h e  d i v i s i o n  i s  n o t  c e r t a i n  o f  t h e  a b s o l u t e  n u m b e r  o f  r e s i d e n t i a l  
c o n t r a c t o r s  who  w i l l  b e  a f f e c t e d  b y  t h e  b i l l ;  t h e r e f o r e ,  
c a l c u l a t i o n s  i n  t h i s  f i s c a l  n o t e  a r e  b a s e d  o n  a t .  l e a s t  5 0 0  o f  t h e  
a p p r o x i m a t e l y  1 5 0 0  l i c e n s e d  g e n e r a l  c o n t r a c t o r s .  B a s e d  o n  5 0 0  
l i c e n s e e s ,  t h e  n e w  l i c e n s i n g  c a t e g o r y  c a n  b e  e x p e c t e d  t o  c o v e r  
1 . 8 6 %  o f  t h e  a d m i n i s t r a t i v e  c o s t s  ( 5 0 0  d i v i d e d  b y  2 6 , 9 4 5  t o t a l  
l i c e n s e e s ) .

P e r s o n a l  S e r v i c e s :  $ 2 1 . 0
C o n s i s t s  o f :

* 1 3 . 0 0 %  o f  a  l i c e n s i n g  e x a m i n e r
*  2 . 0 0 %  o f  a n  i n v e s t i g a t o r
* 1 . 8 6 %  o f  a d m i n i s t r a t i v e  o v e r h e a d

T r a v e l : .  $ 1 . 1

T h i s  w i l l  p r o v i d e  f o r  t r a v e l  f u n d s  f o r  t h e  L i c e n i s n g  E x a m i n e r  
t o  a d m i n i s t e r  t h e  e x a m i n a t i o n s  t w i c e  a  y e a r  a t  a  l o c a t i o n  o t h e r  
t h a n  J u n e a u .

C o n t r a c t u a l  S e r v i c e s :  $ 1 5 . 0
T h i s  w i l l  p r o v i d e  f u n d i n g  f o r  e x a m i n a t i o n  d e v e l o p m e n t ;  

c o m m u n i c a t i o n  e x p e n s e s ;  p r i n t i n g  o f  a p p l i c a t i o n s ,  e x a m i n a t i o n s ,  
e t c . ;  p u b l i c  n o t i c e s ;  e x a m  f a c i l i t y  r e n t a l s ;  s e m i n a r s ;  a n d  o t h e r  
i n f o r m a t i o n a l  p u b l i c a t i o n s  n e c e s s a r y .

TOTAL: $ 3 7 . 1

REVENUES: T h e  r e v e n u e s  i d e n t i f i e d  a r e  b a s e d  o n  t h e  n e w  l i c e n s i n g
f e e  f o r  r e s i d e n t i a l  c o n t r a c t o r s ,  a s s u m i n g  t h a t  l i c e n s e e s  w i l l  p a y  
a  b i e n n i a l  f e e  o f  $ 1 5 0  ( $ 7 5  p e r  y e a r ) .

FY 9 0 :  Th e  e f f e c t i v e  d a t e  o f  t h e  b i l l  i s  J u l y  1 ,  1 9 8 9  a n d
t h e r e f o r e ,  r e v e n u e s  a r e  b a s e d  o n  t h e  i n i t i a l  5 0 0  r e s i d e n t i a l  
c o n t r a c t o r s  s e e k i n g  l i c e n s u r e .  T h e  i n i t i a l  l i c e n s e  w o u l d  b e  
v a l i d  f o r  o n e  y e a r  w i t h  t h e  e x p i r a t i o n  d a t e  o f  D e c e m b e r  3 1 ,  1 9 9 0 ,  
t h e  s a m e  d a t e  i n  w h i c h  a  g e n e r a l  c o n t r a c t o r ' s  c e r t i f i c a t e  o f  
r e g i s t r a t i o n  e x p i r e s .  5 0 0  x  $ 7 5  l i c e n s e  f e e  = $ 3 7 . 5 .

FY 9 1 :  A s s u m i n g  a l l  r e s i d e n t i a l  c o n t r a c t o r s  w i l l  r e n e w ,  r e v e n u e s
w i l l  t o t a l  $ 7 5 . 0  ( 5 0 0  x  $ 1 5 0 ) .

FY 9 2 :  T h i s  w i l l  b e  a  n o n - r e n e w a l  y e a r  a n d  n o  r e v e n u e s  o t h e r
t h a n  f e e s  f r o m  n e w  l i c e n s e e s  ( n o t  e s t i m a t e d ) ,  w i l l  b e  g e n e r a t e d .  
A l t h o u g h  n o  r e v e n u e s  w i l l  b e  r e c e i v e d  i n  t h i s  y e a r ,  l i k e  a l l  
o t h e r  l i c e n s i n g  p r o g r a m s ,  t h e  p r o g r a m  w i l l  b e  c o v e r e d  b y  p r o g r a m  
r e c e i p t s  o f  o t h e r  o c c u p a t i o n s  r e n e w i n g  d u r i n g  t h a t  y e a r .  I n  
a d d i t i o n ,  f e e s  c o l l e c t e d  d u r i n g  a  r e n e w a l  y e a r  a r e  s u f f i c i e n t  t o  
c o v e r  t h e  a n n u a l  c o s t s  o f  t h e  p r o g r a m .
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B ILL  NO: SB 72An Act increasing the amount of the bond 
>pT_ T required for a construction contractor’s 

certificate o f registration. D A T E : M arch  2 ,1989

The D ep artm en t does no t su p p o rt n o r oppose  this bill.

A s the b ill's title  s ta tes "An A ct increasing  the am o u n t of the  b o n d  re q u ire d  for a construction  
contract's  certificate o f reg istration" by  ra ising  it to $50,000 fo r any  contractor.

A lth o u g h  the requ irem en ts  app lies to contractors of an y  size, the  b o n d  am o u n t o f $50,000 does 
seem  to b e  h ig h e r th an  necessary  to p ro tec t the  pub lic  for con tracto rs specia liz ing  in  sm all 
construction  projects. In  the  cu rren t v e ry  tigh t b o n d  m ark e t it m ay  be ve ry  d ifficu lt for som e 
sm all con tracto rs to ob ta in  the  req u ired  bo n d in g  thus red u c in g  th e  n u m b e r of b id d e rs  
on o u r sm all construction  projects w hich  m ay  increase the cost o f the construction . It m ay  also 
lim it the  en try  o f w o m en  o r m ino rity  businesses in to  the  cor rac ting  a rena , w h ich  ru n s  co u n ter 
to ex isting  federal an d  state  p rogram s.

F o r  f u r t h e r  i n f o r m a t i o n  c a l l  C a t h e r i n e  A . M c H u g h  a t  4 6 5 - 3 9 0 0
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"An Act relating to registration and endorsements for contractors; 
prohibiting the use of state money in relation to certain residential 
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HCS CSSSSB 72 (L&C)
. ..

The bill establishes an  endorsem ent to th e  reg is tra tion  of a general contractor 
who oversees th e  construction of or who perform s a ltera tions to residen tia l 
structures. This fiscal note represen ts th e  an ticipated  costs associated w ith the  
establishm ent of th e  reg istra tion  endorsem ent for res iden tia l contractors.

The division has no w ay of knowing th e  num ber of residen tia l contractors who 
will be affected by th e  bill; therefore, calculations in  th is  fiscal note a re  based on 
an  estim ate  of 500 of th e  approxim ately 1,500 licensed general contractors 
seeking reg is tra tion  endorsem ent as a residen tia l contractor. Based on 500, the 
new category can be expected to cover 1.86% of th e  adm in istrative  costs (500 
divided by 26,945 to ta l licensees).

Personal Services:
Consists of:

o 13.00% of a  licei&ing exam iner $ 5.1
o 2.00% of an  investigator 1.8
o 1.86% of adm inistrative overhead 14.1

T rave l:
This will provide travel funds for th e  licensing 
exam iner to  assis t w ith exam  developm ent an a  
adm in ister th e  exam inations a t least two tim es a year 
in  each judicial district.

C ontractual Services:
This w ill provide funding for exam ination 
development; comm unication expenses; p rin ting  of 
applications, exam ine aons, etc.; public notices; exam  
facility ren ta ls ; sem inars; and other inform ational 
publications necessary.

TOTAL

$21 .0

$ 7.0

$15.0

REVENUES:
The revenues identified are  based on an endorsem ent fee for residen tia l
contractors, assum ing th a t  residential contractors will pay a  biennial fee of $150
($75 per year) in  addition to th e ir general contractor reg istra tion .

FY 90: No anticipated impact.

FY 91: No revenue im pact, although exam  developm ent w ill commence in
preparation  for the  effective date  of th e  bill.

FY 92: The effective date  of th e  bill is Ju ly  1, 1991 and , therefore, revenues
are  based on an in itial 500 contractors seeking a  residen tia l 
endorsem ent. The in itial endorsem ent would be valid to  December 
31, 1992 so th a t  residential endorsem ents will coincide w ith  the 
general contractor's certificate of reg istra tion  renew al d a te  of 
December 31,1992. 500 x $150 license fee = $75.0.

6550D/33090e
Page 2 of 3
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FY 93
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R esidential contractor endorsem ents will be due for renew al on 
D ecem ber 31, 1992. The renewed endorsem ent will be valid f i r  two 
years an d  w ill expire on  the  sam e d a te  as the  general contractor’s 
certificate o f reg istra tion . 500 x $150 = $75.0.

FY 94: This will be a  nonrenew al year and  no revenues o ther th an  fees 
from  new  reg is tra n ts  (not estim ated) w ill be generated. A lthough 
no revenues will be received in  th is  year, like all o ther licensing 
program s, th e  program  will be covered by program  receipts of other 
occupations renew ing during th a t  year.

6550D/33090e
Page 3 of 3



Offered: 4/2/90
Referred: Finance

Original sponsor(s): SEN. SZYMANSKI

1 IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE

2 HOUSE CS FOR CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 72 (L&C)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - SECOND SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to registration and endorsements for

7 contractors; prohibiting the use of state money in

8 relation to certain residential work unless the work

9 is performed by a general contractor who has a res-

10 idential contractor endorsement; and providing for an

11 effective date."

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

13 * Section 1. AS 08.01.050(a) is amended to read:

14 (a) The department shall perform the following administrative

15 and budgetary services when appropriate:

16 (1) collect and record fees;

17 (2) maintain records and files;

18 (3) issue and receive application forms;

19 (4) notify applicants of acceptance or rejection as de-

20 termined by the board or as determined by the department under AS 08.-

21 11 for audiologists, under AS 08.18 for contractors, under AS 08.45

22 for naturopaths, or under AS 08.55 for hearing aid dealers;

23 (5) designate dates examinations are to be held and notify

24 applicants;

25 (6) publish notice of examinations and proceedings;

26 (7) arrange space for holding examinations and proceedings;

27 (8) notify applicants of results of examinations;

28 (9) issue licenses or temporary licenses as authorized by

29 the board or as authorized by the department under AS 08.11 for

SB0072G HCS CSSSSB 72(L&C)
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audiologists, under AS 08.18 for contractors, under AS 08.45 for 

naturopaths, or under AS 08.55 for hearing aid dealers;

(10) issue duplicate licenses upon submission of a written 

request by the licensee attesting to loss of or the failure to receive 

the original and payment by the licensee of a £«'a established by 

regulation adopted by the department;

(11) notify licensees of renewal dates at least 30 days 

before the expiration date of their licenses;

(12) compile and maintain a current register of licensees;

(13) answer routine inquiries;

(14) maintain files relating to individual licensees;

(15) arrange for printing and advertising;

(16) purchase supplies;

(17) employ additional help when needed;

(18) perform other services that may be requested by the

board;

(19) provide inspection, enforcement, and investigative 

services to the boards and for the occupations listed in AS 08.01.010, 

regarding all licenses issued by or through the department;

(20) retain and safeguard the official seal of a board and 

prepare, sign, and affix a board seal, as appropriate, for licenses 

approved by a board;

(21) issue business licenses under AS 43.70.

* Sec. 2. AS 08.18 is amended by adding a new section to read:

Sec. 08.18.013. CATEGORIES OT CONTRACTORS. The department may 

adopt regulations establishing categories of contractors and the 

registration or endorsement requirements for persons in those categor­

ies .

* Sec. 3. AS 08.18 is amended by adding a new section to read:

c

c

e
HCS CSSSSB 72(L&C) -2- SB0072G



Sec. 0 8 . 1 8 . 0 2 4 .  R E S I D E N T I A L  C O N T R A C T O R S .  (a) A  g e n e r a l  c o n­

t r a c t o r  m a y  n o t  u n d e r t a k e  t h e  c o n s t r u c t i o n  or  a l t e r a t i o n ,  o r  s u b m i t  a 

b i d  to u n d e r t a k e  th e  c o n s t r u c t i o n  o r  a l t e r a t i o n  of a p r i v a t e l y - o w n e d  

r e s i d e n t i a l  s t r u c t u r e  of on e  to f o u r  u n i t s  or  a d v e r t i s e  o r  p u b l i c l y  

r e p r e s e n t  t h a t  t h e  g e n e r a l  c o n t r a c t o r  m a y  u n d e r t a k e  w o r k  of this t y p e  

in t h e  s t a t e  w i t h o u t  a  r e s i d e n t i a l  c o n t r a c t o r  e n d o r s e m e n t  i s s u e d  u n d e r  

thi s  s e c t i o n .  I n  t h i s  s u b s e c t i o n ,  " a l t e r a t i o n "  m e a n s  c h a n g e s  tha t  

h a v e  a v a l u e  g r e a t e r  t h a n  25 p e r c e n t  of  t he v a l u e  of  t he s t r u c t u r e  

b e i n g  a l t e r e d .

(b) T h e  d e p a r t m e n t  s h a l l  i s s u e  a r e s i d e n t i a l  c o n t r a c t o r  e n d o r s e­

me n t  to a p e r s o n  w ho

(1) h a s  a c e r t i f i c a t e  of r e g i s t r a t i o n  as a g e n e r a l  c o n t r a c­

tor;

(2) p a s s e s  a r e s i d e n t i a l  c o n t r a c t o r  e x a m i n a t i o n ,  w h i c h  

s h a l l  be o f f e r e d  by t he d e p a r t m e n t  at least o n c e  e a c h  y e a r  in  e a c h  

j u d i c i a l  d i s t r i c t ;  t h e  e x a m i n a t i o n ,  w h i c h  m a y  be w r i t t e n  or p r a c t i c a l ,  

m a y  t e s t  c o m p e t e n c e  in r e l a t i o n  to a r c t i c  s t r u c t u r a l  a n d  t h e r m a l  

c o n s t r u c t i o n  t e c h n i q u e s  a n d  o t h e r  m a t t e r s  as d e t e r m i n e d  by the d e p a r t­

me n t  in  c o n s u l t a t i o n  w i t h  r e p r e s e n t a t i v e s  of the c o n s t r u c t i o n  i n d u s­

try;

(3) a p p l i e s  f o r  a n  e n d o r s e m e n t  w i t h i n  s i x  m o n t h s  a f t e r  

p a s s i n g  t he e x a m i n a t i o n  r e q u i r e d  u n d e r  (2) of this s u b s e c t i o n ;

(4) w i t h i n  t he two y e a r s  p r e c e d i n g  the d a t e  of a p p l i c a t i o n  

for th e  e n d o r s e m e n t ,  h as s a t i s f a c t o r i l y  c o m p l e t e d  e i t h e r  the A l a s k a  

c r a f t s m a n  h o m e  p r o g r a m  s p o n s o r e d  by t he D e p a r t m e n t  of C o m m u n i t y  and 

R e g i o n a l  A f f a i r s ,  o r  its e q u i v a l e n t ,  o r  a p o s t s e c o n d a r y  c o u r s e  in 

a r c t i c  e n g i n e e r i n g ,  o r  its e q u i v a l e n t ;

(5) w i t h i n  t he s e v e n  y e a r s  p r e c e d i n g  the d a t e  of 

a p p l i c a t i o n ,  h a s  n ot b e e n  u n d e r  a sentience f o r  a n  o f f e n s e  r e l a t e d  to

SB0072U -3- HCS CSSSSB 72(L&C)



y; " '

.- ■•ft. •:■•’. .•<#•.>;•.• 
•■■. ,' •' • -T ’

'«il.

1

2

3

4

5

6

7

8 

9

10

11

12

L3

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

forgery, theft in the first or second degree, extortion, or conspiracy 

to defraud creditors or for a felony involving dishonesty; and

(6) pays the appropriate fees.

(c) The department may not renew an endorsement issued under 

this section unless the applicant submits proof of continued compe­

tency relating to residential contracting that satisfies the depart­

ment. A  lapsed endorsement may be reinstated, within two years after 

the lapse, upon proof of continued competency, payment of a renewal 

fee for the intervening time period, and payment of any penalty fee 

established under AS 08.01.100(b). If the endorsement has been lapsed 

for more than two years, the department may not reinstate it until the 

person also passes the residential contractor examination described in 

(b) of this section.

* Sec. 4. AS 08.18.041 is repealed and reenacted to read:

Sec. 08.18.041. FEES. (a) The department shall set fees under

AS 08.01.065 for

(1) registration and renewal of registration for all cat­

egories of contractors;

(2) examination, issuance of initial endorsement, and 

renewal of active or inactive endorsements for residential contrac­

tors; and

(3) departmental publications and seminars related to this

chapter.

(b) A person who fails a residential contractor examination

shall pay the examination fee set by the department if the person

applies to retake an examination.

* Sec. 5. AS 08.18.116 is amended to read:

Sec. 08.18.116. INVESTIGATIONS. Either the Department of C o m­

merce and Economic Development or the Department of Labor may

HCS CSSSSB 7 2 (L&C) -4- SB0072G



investigate alleged or apparent violations of this chapter. These 

departments, upon showing proper credentials, may enter, during regu­

lar hours of work, a construction site where it appears that contract­

ing work is being done. The departments may make inquiries about the 

identity of the contractor or the person acting in the capacity of a 

contractor. Upon demand, a contractor or person acting in the capac­

ity of a contractor, or that person's representative, shall produce

evidence of current endorsement, if applicable, and registration.

* Sec. 6. AS 08.18.121 is amended by adding a new subsection to read;

(h) The endorsement of a residential contractor is automatically 

suspended or revoked while the contractor's registration is suspended 

or revoked.

* Sec. 7. AS 08.18 is amended by adding a new section to read:

Sec. 08.18.123. DENIAL, SUSPENSION, AND REVOCATION OF ENDORSE­

MENT. (a) The department may suspend, revoke, or refuse to grant or

renew a residential contractor endorsement upon a finding that

(1) the application is fraudulent or misleading;

(2) the contractor has knowingly violated this chapter or a 

lawful order or regulation of the department;

(3) the contractor is incompetent or has engaged in fraudu­

lent practices.

(b) Proceedings for the denial, suspension, or revocation of

residential contractor endorsement are governed by the Administrative

Procedure Act (AS 44.62).

* Sec. 8. AS 08.18.141(a) is amended to read:

(a) A contractor or a person acting in the capacity of a con­

tractor who knowingly violates [IN VIOLATION OF] AS 08.18.011 or

08.18.024 is guilty of a class B misdemeanor. A person who violates

another provision of this chapter is guilty of a violation punishable

SB0072G -5- HCS CSSSSB 72(L&C)



1 under AS 12.

2 * Sec. 9. AS 08.18.171 is amended by adding a new paragraph to read:

3 (10) "residential contractor" means a general contractor

4 whose business and operation involve undertaking the construction or

5 alteration of a privately-owned residential structure of one to four

6 units that is used or intended to be used as a human dwelling.

7 * Sec. 10. AS 37.05 is amended by adding a new section to read:

3 ARTICLE 6A. MISCELLANEOUS PROVISIONS.

9 Sec. 37.05.800. RESTRICTION ON USE OF STATE MONEY FOR RESI-

10 DENTIAL CONTRACTING. (a)- The state may not grant or loan money or

11 purchase a loan for the construction or alteration of a privately-

12 owned residential structure of one to four units unless the grant or

13 loan requires the construction or alteration to be undertaken by a

14 residential contractor with an endorsement issued under AS 08.18. In

15 this subsection, "alteration" means changes that have a value greater

16 than 25 percent of the value of the structure being altered.

17 (b) The restriction of (a) of this section does not apply to a

18 state loan or grant or purchase of a loan made for work de. jribed in

19 AS 08.18.161 that is exempt from the requirements of AS 08.18.

20 * Sec. 11. TRANSITIONAL LICENSING. Notwithstanding AS 08.18.024(b)(2)

21 and (3), enacted by sec. 3 of this Act, the Department of Commerce and

22 Economic Development shall issue a residential contractor endorsement to a

23 person who

24 (1) applies for an endorsement under this section by July 1,

25 1992;

26 (2) meets the requirements of AS 08.18.024(b)(1) and (4) - (6);

27 and

28 (3) has been an active general contractor in the state for three

29 of the five years immediately preceding application for an endorsement

HCS CSSSSB 7 2 (L&C) -6- SB0072G



1 under this section.

2 * Sec. 12. EXEMPTION, (a) The residential contractor endorsement

3 requirement oi: AS 08.18.024, enacted in sec. 3 of this Act, and the resi-

4 dential contractor endorsement requirement of AS 37.05.800(a), enacted in

5 sec. 10 of this Act, do not apply to work performed on a residential struc-

6 ture located in a community with a population of 2,500 or fewer.

7 (b) Notwithstanding AS 08.18.013, enacted by sec. 2 of this Act, the

8 Department of Commerce and Economic Development may not adopt regulations

9 that require a residential contractor endorsement for work exempt from the

10 endorsement requirement under (a) of this section.

(c) This section is repealed July 1, 1992.

* Sec. 13. This Act takes effect July 1, 1991.

SB0072G HCS CSSSSB 72(L&C)
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P O S I T I O N  PAPER

R E :  S e n a t e  B i l l  72  

SPONSOR: S e n a t o r  S z y m a n s k i

P r o g r a m  E f f e c t s  o f  B i l l

S e n a t e  B i l l  7 2  p r o p o s e s  t o  s e t  u p  r e g i s t r a t i o n  a n d  l i c e n s i n g  
r e q u i r e m e n t s  f o r  c o n t r a c t o r s  w h o  u n d e r t a k e  r e s i d e n t i a l  
c o n s t r u c t i o n .  T h e  b i l l  w o u l d  n o t  a f f e c t  e x i s t i n g  D e p a r t m e n t a l  
p r o g r a m s .

C o m m e n t s

T h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  s t r o n g l y  
s u p p o r t s  t h e  c o n c e p t  o f  l i c e n s i n g  r e s i d e n t i a l  c o n t r a c t o r s  
c o m b i n e d  w i t h  t r a i n i n g  i n  a p p r o p r i a t e  c o n s t r u c t i o n  t e c h n i q u e s .  
T h e  s t a t e ' s  c l i m a t e  a n d  s o i l  c o n d i t i o n s  a r e  s o  d i f f e r e n t  f r o m
t h a t  o f  t h e  r e s t  o f  t h e  c o u n t r y  t h a t  c o n t r a c t o r s  c a n  n o t  s i m p l y
a p p l y  t h e i r  e x p e r i e n c e s  i n  o t h e r  s t a t e s  t o  A l a s k a .

E n e r g y  i s  a  c r i t i c a l  c o n c e r n  i n  h o u s i n g  f o r  a l l  A l a s k a n s .  T h e
c o s t  o f  e n e r g y  i s  u s u a l l y  o n e  o f  t h e  l a r g e s t  c o s t s  a s s o c i a t e d  
w i t h  h o m e o w n e r s h i p .  A s t u d y  b y  t h e  R u r a l  A l a s k a  C o m m u n i t y  
A c t i o n  P r o g r a m  r e p o r t e d  t h a t  i n  e i g h t  r u r a l  v i l l a g e s  16  t o  
p e r c e n t  o f  f a m i l i e s '  i n c o m e s  w e r e  s p e n t  o n
p e r c e n t  o f  A l a s k a n s '  e n e r g y  b i l l s  a r e  s p e n t

. l l a g e s  16  t o  37  
e n e r g y .  S i x t y - e i g h t  
o n  s t a y i n g  w a r m .

T o o  o f t e n  i n  t h e  p a s t  h o m e s  h a v e  b e e n  c o n s t r u c t e d  i n  a  m a n n e r
t h a t  i s  n o t  a p p r o p r i a t e  t o  t h e  s t a t e ' s  c l i m a t e .  W h i l e  t h i s  i s
t r u e  s t a t e w i d e ,  i t  i s  p a r t i c u l a r l y  t r u e  i n  r u r a l  A l a s k a .  T h e  
1 9 8 8  A l a s k a  R u r a l  H o u s i n g  N e e d s  A s s e s s m e n t  r e p o r t e d  t h a t  a n  
a p p a l l i n g  28  p e r c e n t  o f  r u r a l  h o m e s  c o u l d  n o t  m a i n t a i n  a n
i n s i d e  t e m p e r a t u r e  o f  7 0  d e g r e e s  F a h r e n h e i t .  H o w e v e r ,  t h i s  
p r o b l e m  i s  n o t  u n i q u e  t o  r u r a l  A l a s k a .  D u r i n g  t h i s  w i n t e r ' s  
c o l d  s n a p  h o m e o w n e r s  a c r o s s  t h e  s t a t e  e x p e r i e n c e d  p r o b l e m s  i n
k e e p i n g  t h e i r  r e s i d e n c e s  w a r m .
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P o s i t i o n  P a p e r  -  SB 72  
M a r c h  3 1 ,  1 9 8 9  
P a g e  Two

R e q u i r i n g  c o m p e t e n c e  t e s t i n g  i n  a r c t i c  s t r u c t u r a l  a n d  t h e r m a l  
c o n s t r u c t i o n  t e c h n i q u e s ,  c o u p l e d  w i t h  r e q u i r e d  t r a i n i n g  t h r o u g h  
t h e  A l a s k a  C r a f t s m a n  Home P r o g r a m ,  a s  s e t  o u t  i n  t h i s  
l e g i s l a t i o n ,  i s  o n e  w a y  t o  e n c o u r a g e  c o n s t r u c t i o n  o f  
r e s i d e n t i a l  h o u s i n g  a p p r o p r i a t e  t o  A l a s k a ' s  u n i q u e  c l i m a t e .  
W h i l e  l i c e n s i n g  u n d e r  t h i s  l e g i s l a t i o n / W i l l  h e l p  a d d r e s s  t h e  
p r o b l e m s  s e t  o u t  a b o v e ,  a  s t a t e w i d e ^ / b u i W i i i g  ,  s t a n d a r d  o f  
c o n s t r u c t i o n  i s  a l s o  n e e d e d .  y  / j /  J f y 7

M L.
D a v i d  G .  H o f f m a / i /
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CSSSSB 72 (Fin) am: "An Act re la ting  to reg istra tion  and
endorsem ents for contractors; prohibiting th e  
u se  of s ta te  m oney in  rela tion  to  certain  
residen tia l w ork un less th e  w ork is perform ed 
by a  general contractor who h as  a residen tia l 
contractor endorsem ent; and  providing for an  
effective date."

CSSSSB 72 (Fin) am  proposes to improve th e  quality  of residen tia l construction work 
in  Alaska by creating a special licensing category, including exam ination and 
cor potency requirem ents, for residen tia l contractors. In  addition, th e  bill prohibits 
th e  u se  of s ta te  funds for construction or a lte ra tion  of residen tia l s tru c tu res  unless 
th e  w ork is perform ed by a  residential contractor w ith  th e  appropria te  residential 
contractor endorsem ent.

C urrently , construction contractors m ust reg is te r w ith  the s ta te  and a re  required  to 
post a  $10,000 bond if  a general contractor or a  $5,000 bond if  a  specialty or 
m echanical contractor. CSSSSB 72 (Fin) am  requ ires a general contractor seeking to 
build  residen tia l s tr ic tu re s  of up  to  four u n its  to  firs t obtain a  special endorsem ent to 
th e ir  contractor license. In  order to get th is  special endorsem ent, a  general 
contractor m ust: (1) pass an  exam; (2) complete the  Alaska craftsm an hom e program  
sponsored by th e  D epartm ent of Com m unity and  Regional Affairs (or i ts  equivalent) 
or tak e  an  arctic engineering course; and  (3) no t be under ind ictm ent -- or in  the  
preceding seven years no t have been sentenced — for an  offense re la ted  to  forgery, 
theft, extortion, conspiracy to defraud, or dishonesty.

The departm en t supports CSSSSB 72 (Fin) am  because th e  licensing requirem ents 
established  in  th e  Dill will work to b e tte r ensure  the  competency of contractors 
involved in  residential construction. The industry  and  the  public will benefit through 
increased quality  of w orkm anship by dem onstratively com petent residen tia l 
contractors.

L arry  M ercuheff^^m m issioner 

D a te : ^  j c \ o ________

LM/JS/dgl6562D
32090a
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P.O. Bo* V 

Juneau. Alasla 99811 
(907) 465-4978Senator Mike Szymanski

SPONSOR STATEMENT

SENATE BILL 72, relating to registration and endorsements
for contractors

In terim :
3111 C  Sneer, Suite 510 

Anchorage. Alaska 9 >50} 
(907) 531-7617 

or
165 E. Parks High' ray 
Wasilla, Alaska 99587 

(907) 376-645:

Senate Bill 72 is consumer protection legislation.

Under present Alaska law, there are no standards which must be met 
by a general contractor in the performance of his work. 
Essentially, if a person obtains a contractor's bond and pays the 
required fees, the person may work as a general contractor.

Senate Bill 72 is requires that certain standards are met for a 
general contractor to undertake the construction or alteration of 
a privately-owned residential structure of one to four units.

The Department of Commerce and Economic Development would issue a 
residential contractor endorsement to an individual who has met 
certain requirements. The key requirements are that the individual 
must pass a residential contractor examination, which may be 
written or practical, and that the indiviaul must have 
satisfactorily completed either the Alaska Craftsman Home Program, 
its equivalent or a postsecondary course in arctic engineering. The 
individual must apply for an endorsement within 6 months after 
passing the examination to ensure that his qualifications are 
current.

These registration and endorsement requirements do not apply to a 
person who is a general contractor for the purpose of building his 
own home; it relates to the contractor who builds homes for sale.

Provision is made to grandfather in those general contractors who 
have been active in the state for three of the five years preceding 
the individual's application for an endorsement. Such individuals 
would be exempted from the examination requirement but would still 
be required to take the Alaska Craftsman Home Program course if 
they apply for an endorsement by July 1, 1992.

The House Labor and Commerce Committee Substitute for Senate Bill 
72 adds a section to exempt those contractors who perform work on 
residential structures in communities of 2,500 or less for an 
additional year after the effective date of the legislation.

Senate Bill 72 is widely supported by the Alaska Homebuilders 
Association, Associated General Contractors and other industry 
groups.

M.it-Su Borough * Si* Anchorage * Bird/lnJian
Senate District E

Gitduood * Nikiski • Cooper La ruling • Hope •  Seuard •  Prince William Sound





V o  pass" o n -H ie .-tlo o f-

[ ] Committee Backup attached

3 / 2 2 / 8 9  

Mr; President:

DATE TURNED INTO OFFICE

Committee considered

r e t i r e m e n t  i n c e n t i v e  p r o g r a m s  f o r  t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m  
a n d  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m ;  e f d

and recommended

o f  M
[ ] or adopt

[ ] attached amendment(s) and 

0 3  letter o

[ ] do pass 

[ ] do not pass

[ ] individual recommendations 

[ ] further referral to ___________

adopted

.) iy '
)[] new title 
[] technical 
title change 
(HB only)

^  <2- P O/i ( $  Be. i< : 79
ZJ-SCAli_g_OTE fs) [ ] zero [ ✓] ^i^,cjp^i^a:q-t| \  ] appropriation no FN

[/] ^fevl [ ] updated [ ] previous
[ ] same as previous fiscal note(s) published __________________________

SIGNING DO PASS 

c - c  —

OTHER OMMENDATIONS 

/ ! $

Ptviwr ^OLVQ^e----- P-C  -



Official Business

S e n a te

C o m m i t t e e  o n  f in an ce

LETTER OF INTENT 

FOR

CS FOR SENATE B I L L  NO. 7 3  (F IN A N CE)

I t  i s  t h e  i n t e n t  o f  t h e  l e g i s l a t u r e  t h a t  t h e  O f f i c e  o f  
M a n a g e m e n t  a n d  B u d g e t  o n l y  a l l o w  d i r e c t o r s  t o  p a r t i c i p a t e  i n  t h e  
r e t i r e m e n t  i n c e n t i v e  p r o g r a m  i f  t h e y  a r e  l o n g - t e r m ,  c a r e e r  s t a t e  
e m p l o y e e s  a n d  t h a t  e a c h  d i r e c t o r  p o s i t i o n  w h i c h  i s  a l l o w e d  t o  
p a r t i c i p a t e  d e m o n s t r a t e  a n  o v e r a l l  c o § t _ s a v i n g s  f o r  i t s  a g e n c y .

i t o r  R i c k  
r b - c h a i r  
l a r c h  3 1 ,  1 9 8 9



STATE OF ALASKA 

1989 LEGISLATIVE SESSION

. • - • - ••• • • 
on; C S S B 7 3 ( F I N )

Publish Date :

FISCAL NOTE
REQUEST

CAPITAL u U 0 0 0 u

REVENUE | Wl.2 349.2 23/.1 a u u

FUNDING: (Thousands of Dollars)
GENERAL FUND--------
FEDERAL FUNDS 

OTHER 

TOTAL

0
t wnr 
-w rr

POSITIONS:

Revision D a t e : _ < _______
Title: An Act relating to a retirement 
incentive program-

Sponsor: Duncan

Requestor:___________________________

Agency Affected: Administration 

BRU: Retirement and benefits

Components Retirement and benefits

EXPENDITURES/REVENUES:
OPERATING T T

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

I.AND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING Wl.l

FULL-TIME............ - 0 o ■ 0 U  ■ 0" - 0

PART-TIME 0 0 0 0
... . 0

0

TEMPORARY 9 13 13 0 0 0

A N A L Y S I S : (Attach a separate page if necessary)

See pages 2-9 for detailed discussion of Fiscal Note.

See Attached.

Prepared By: Sally Smith, Direct 

Division: Retirement and Benefits

z 7 $hone :J^s-AA70 

<y Date: 3 /  /'ILa A./ 7 t s y
Approved by Commissioner: John M. A ndrews

Agency: Department of Administration

Distribution (by preparer):

Legislative Finance 

Legislative Sponsor 

Requestor
Office of Management and Budget 

Impacted Agency(ies)

Date: Z A , / S ^

Page J of

, Rev 2/88 — *♦/6K2/011209"9/1 &2



C o m m i t t e e  S u b s t i t u t e  f o r  S e n a t e  R i l l  7 3  ( F I N )  
F i s c a l  N o t e  A n a l y s i s  

P r e p a r e d  b y  D i v i s i o n  o f  R e t i r e m e n t  & B e n e f i t s
D e p a r t m e n t  o f  A d m i n i s t r a t i o n  

M a r c h  2 1 ,  1 9 R 9

A N A LY SIS :  T h i s  b i l l  w o u l d  p l a c e  a  t e m p o r a r v  r e t i r e m e n t
i n c e n t i v e  p r o v i s i o n  i n  s t a t u t e  f o r  t h e  P u b l i c  E m p l o v e e s ' 
(PERS )  a n d  T e a c h e r s '  R e t i r e m e n t  S v s t e m s  ( T R S ) . A c t i v e  PERS 

a n d  TRS m e m b e r s  c o u l d  r e t i r e  o n  a n  a c c e l e r a t e d  b a s i s  w i t h  a n  
i n c r e a s e d  b e n e f i t  u n d e r  t h e  f o l l o w i n g  c o n d i t i o n s :  a t  a g e
4 7 ,  i f  v e s t e d ;  w i t h  17  y e a r s  o f  s e r v i c e  a s  a  p o l i c e  o f f i c e r ,  
f i r e f i g h t e r ,  o r  t e a c h e r ;  o r  w i t h  a t  l e a s t  2 7  y e a r s  o f  
c r e d i t e d  s e r v i c e  i n  t h e  P E R S .  B e f o r e  q u a l i f y i n g  f o r  a n  
a c c e l e r a t e d  b e n e f i t ,  h o w e v e r ,  t h e  m e m b e r  m u s t  p a y  a  l u m p  s u m  
i n d e b t e d n e s s  p a y m e n t  o r  t a k e  a n  a c t u a r i a l  r e d u c t i o n  f o r  t h e  
i n d e b t e d n e s s  a m o u n t  f o r  t h e  a c c e l e r a t e d  p e r i o d .  ..

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

c o s t  t o  t h e  d i v i s i o n  b v

PERSONAL SERVICES COSTS
FY 8 9  FY 90  FY 91

FY 89
1 R e t i r e m e n t  S p e c  I  (2  m o . )  $ 5 . 0
8 R e t i r e m e n t  T e c h .  I / I I  ( 2  m o . )  3 7 . 0

T o t a l  FY 89 8 4 2 .0

FY 9 0
1 R e t i r e m e n t  S p e c  I  ( 1 2  m o . )  $ 2 9 . 5  
8 R e t i r e m e n t  T e c h .  I / I I  ( 1 2  mo) 2 2 2 . 0
2 A c c o u n t i n g  C l e r k  I I I  (8 m o . )  3 2 . 8  
2 C l e r k  I I  ( 1 0  m o . )  3 4 . 5

T o t a l  FY 90

FY 9 1
1 R e t i r e m e n t  S p e c  I  (8  m o . )  8 1 9 . 7  
8 R e t i r e m e n t  T e c h .  I / I I  (8  m o . )  1 4 8 . n
2 A c c o u n t i n g  C l e r k  I I I  (8 m o . )  3 2 . 8  
2 C l e r k  I I  (8  m o . )  2 7 . 6

T o t a l  FY 91

8 3 1 8 . 8

2 2 8 . 1

TRAVEL

FY 8 9
2 t r i p s  t o  ANCH/FBKS

FY 9 0
2 t r i p s  t o  ANCH/FBKS 
1 t r i p  t o  K e n a i  
1 t r i p  t o  K e t c h i k a n

page 2 of 9
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FY 91
2 t r i p s  t o  ANCH/FBKS 
1 t r i p  t o  K e n a i  
1 t r i p  t o  K e t c h i k a n

FY 89  FY 90  FY 91

3 . 5

CONTRACTUAL

FY 89
C o m p u t e r  h o o k - u p  & s e r v i c e  f o r  
a d d i t i o n a l  11 P C ' s .  1 5 . 7

A d d i t i o n a l  t e l e p h o n e  h o o k - u p
f o r  9 p h o n e s  i n  c u r r e n t  s y s t e m .  . 3

T e l e p h o n e  s e r v i c e  f o r  9 p h o n e s
f o r  2 m o n t h s .  . 2

L o n g  d i s t a n c e  c a l l s .  . 5
T o t a l  FY 89 1 6 . 7

FY 9 0
RSA t o  t h e  D i v i s i o n  o f  F i n a n c e  
f o r  2 A c c o u n t i n g  C l e r k  I I I  f o r  
5 m o n t h s  t o  p r o v i d e  s e r v i c e  a n d  2 , 0  *  
s a l a r y  v e r i f i c a t i o n s .  $ 2 0 . 5

T e l e p h o n e  s e r v i c e  f o r  9 p h o n e s .  1 . 4

L o n g  d i s t a n c e  c a l l  e x p e n s e  b a s e d  
u p o n  e x p e r i e n c e  f r o m  t h e  p r e v i o u s  
R I P .  2 . 4

T o t a l  FY 9 0

FY 9 1
T e l e p h o n e  s e r v i c e  f o r  9 p h o n e s .  1 . 4

L o n g  d i s t a n c e  c a l l s  2 . 4
T o t a l  FY 91

2 4 .  3

3 . 8

S U P P L I E S  
FY 89

(9  e m p l o y e e s  X $ 2 0 0 / y r  X . 1 7 )
FY 90

( 1 3  e m p l o y e e s  x  $ 2 0 0 / y r )

( 1 3  e m p l o y e e s  x  $ 2 0 0 / y r  x  . 6 6 )
FY 91

Page 3 of 9
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E Q U I P E M E N T  

FY 89
1 1  P e r s o n a l  C o m p u t e r s  5 5 . 0

8 M i c r o f i c h e  v i e w e r s  6 . 4
1 1  C a l c u l a t o r s  1 . 7

1 C o m p u t e r  O u t p u t  P r i n t e r  1 8 . 0
T o t a l  E q u i p m e n t  8 1 . 1

T o t a l  B i l l  C o s t  By  F i s c a l  Y e a r  $ 1 4 2 . 2  $ 3 4 9 . 2  $ 2 3 7 . 1

T h e  r e t i r e m e n t  t e c h n i c i a n s ,  r e t i r e m e n t  s p e c i a l i s t ,  a n d  
a c c o u n t i n g  c l e r k s  n e e d  c o n s t a n t  a c c e s s  t o  t h e  PERS a n d  TRS 
c o m p u t e r  f i l e s .  We d o  n o t  h a v e  a n y  e x c e s s  t e r m i n a l s ,  
m i c r o f i c h e  v i e w e r s  o r  c a l c u l a t o r s .  O u r  e q u i p m e n t  r e q u e s t  
w i l l  s a t i s f y  o u r  e q u i p m e n t  n e e d s  f o r  t h e  d u r a t i o n  o f  t h i s  
p r o g r a m .  We p r o p o s e  t h e  p u r c h a s e  o f  p e r s o n a l  c o m p u t e r s  t o  
b e  u s e d  a s  t e r m i n a l s  b e c a u s e  t h e y  w i l l  b e  c o m p a t i b l e  w i t h  
t h e  d i v i s i o n ' s  L o c a l  A r e a  N e t w o r k .

We a r e  a l s o  p r o p o s i n g  t h e  p u r c h a s e  o f  a n  a d d i t i o n a l  c o m p u t e r  
o u t p u t  p r i n t e r .  T h e  p r e v i o u s  R I P  p u t  g r e a t  d e m a n d  o n  o u r  
e x i s t i n g  t w o  p r i n t e r s  a n d  w e  w e r e  a l w a y s  i n  a  s t a t e  o f  
b a c k l o g .  O u r  c u r r e n t  d a y - t o - d a y  p r i n t e r  n e e d s  m a x i m i z e  t h e  
c a p a c i t y  o f  o u r  t w o  p r i n t e r s .  A f t e r  c o m p a r i n g  t h e  c o s t  o f  
p u r c h a s i n g  a  n e w  p r i n t e r  w i t h  l e a s i n g  o n e  f o r  t w o  a n d  
o n e / h a l f  y e a r s ,  we d e t e r m i n e d  t h a t  w i t h  o u r  c u r r e n t  p r i n t e r  
n e e d s ,  p u r c h a s i n g  w o u l d  b e  m o r e  c o s t  e f f e c t i v e .

A l l  a d m i n i s t r a t i v e  c o s t s  f o r  t h i s  p r o g r a m  w i l l  b e  p a i d  i n  
a d v a n c e  b y  t h e  p a r t i c i p a t i n g  e m p l o y e r s  a s  r e q u i r e d  b y  
S e c t i o n  2 ,  p a g e  2 ,  l i n e  2 7 .
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C o m m i t t e e  S u b s t i t u t e  f o r  S e n a t e  B i l l  7 3  ( F I N )
A n a l y s i s  o f  F i n a n c i a l  I m p l i c a t i o n s  o n  t h e  R e t i r e m e n t  S y s t e m s  

P r e p a r e d  b y  D i v i s i o n  o f  R e t i r e m e n t  & B e n e f i t s  
D e p a r t m e n t  o f  A d m i n i s t r a t i o n  

M a r c h  2 1 ,  1 9 8 9

A n a l y s i s :  T h e  r e t i r e m e n t  i n c e n t i v e  p r o q r a m  l e g i s l a t i o n
r e q u i r e s  s t a t e  a g e n c i e s  a n d  p a r t i c i p a t i n g  
e m p l o y e r s  a n d  e m p l o y e e s  t o  r e i m b u r s e  t h e  PERS a n d  
TRS f o r  t h e  c o s t s  o f  p a r t i c i p a t i o n  i n  t h e  p r o g r a m ;  
i t  a l s o  r e q u i r e s  a  s h o w i n g  o f  a  c o s t  s a v i n g s  t o  
p a r t i c i p a t e  i n  t h e  p r o g r a m .  T h e r e  s h o u l d  b e  n o  
l o n g - t e r m  o r  s h o r t - t e r m  c o s t s  t o  t h e  r e t i r e m e n t  
s y s t e m s '  f u n d s .
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Range/StepNo. of PositionsAccounting Clerk IIIPosition Title
Stall Months Locationtalus

lonpermanent
Election District

Funding Source for Total Cost
Federal Receipts
fi.  F . Match* iom
dencral Fund
CF Program Receipts 1005
Other TFR T

TUT
T U 2 T
TUW

29,076
19,384

Type of Expenditure Amount
1 2 3

Salary 2 9 , 3 6 0 •. : r..&&-V:•;*■<: ::■■■ <5•::•: i( §
: V/.yVy’;

: f|§
f lencfils 3 , 4 1 6
Prem ium  Pay
Other

Total Personal Services 3 2 . 7 7 6
Travel
Contractual (Computer Hook-up f e e s ) 3 , 2 8 0
Commodities 528
Equipment 1 1 ,8 7 6
Other

Total Cusl 4 8 , 4 6 0

Justification
The two nonpermanent Accounting Clerk III positions 

will handle the additional accounting duties related 
to a Retirement Incentive Program (RIP) as follows: 
member file research; file maintenance, including 

entering indebtedness, history, and retirement 

segments into the appropriate system; verification 
of system output; any adjusting vouchers that are 

necessary in AKSAS; assisting with the deposits and 

coding of member indebtedness payments and employer 
RIP payments; assisting with the member account 

information that is needed in completing tax 

excludable statements for the Retirement Section; 
and any follow through that becomes necessary.

The equipment needs are as follows:.

2 personal computers 
2 microfiche viewers 

2 calculators

$10,000
1,600

276

$11,876

Please refer to page 3 for justification.

4/6K2/012301-9/1&2

Request For 
New Position

Agency

UIUJ

Component

Administration

Retirement and Benefits 

Retirement and Benefits
P-iCC °  of 
Revised Date



Pusili tm Title Clerk II

l ime Status
FT Nonpermanent

S ta l l  M onths
10.0 each = 20.0

No. o f  Posil jons R an g e /S lc p — ^ Oarg. Unit

Election District
4

T y p e  o f  Expenditure

■Salary.

Prem ium  Pay
"on^T---------

Total Personal Services

3 0 ,9 0 0

C ontrac tua l
C o m m o d i t ie s
Equipm ent

T ota l  Cost

Amount

.14.401

34 ,933

Funding Source for ‘to ta l  Cost

Federal Receipts
G F Match
General Fund
G F P io g tam  Receipts  1005  

"oilier PERS 1029
TRS 1034

i f L m
13,973

Juslificalion

These tv/o Clerk II positions are required in the 

Microfiche Center for the day-to-day file/ 

recordkeeping duties for these new retirees. Duties 
include: sanitizing and purging files, creating new
microfiche files for these retirees from paper 

documents, creating duplicate microfiche files when 
requested for the use of division personnel, and 
filing and refiling all documents.

Many calculations affecting members' retirement’ 
accounts depend on the files being accurate and 

up-to-date. The Microfiche Center is currently 
backlogged.

Request For 
New Position

Agency

UIUJ

Component

Admin 1 strati nn.

Retirement and Benefits 

Retirement and Benefits Revised Dale

FY 90



Position Tiiic Retirement and Benefits Technician No. of Positions g Range/Step-} 2A Darg. Unit ggg

lime Status
FT Nonpermanent

Staff Months
12.0 each = 96.0 U C ‘"0“ AHA

Elccliojj District

T y p e  o f  Expenditure Am ount

-Silaix.
Rcnc f i l s
Prem ium  Pay
Oilier

Tola l  Personal Services

2
T W
23,136

Travel
C o n t rac tu a l  (computer Hook-up tees)

C o m m o d i t ie s
Equipm ent
Oilier

Tola l  Cost

■137170"

4b,y(J4

"ZBTTFHT

Justification
During the almost two years of managing the first 
RIP, PERS retirements increased 109%, TRS 

retirements increased by 151%, projections increased 

by 235%, correspondence inceased by 126%, telephone 

calls increased by 134% and office visits increased 
by 147%.

The additional technical staff will be needed to 
assist our current staff research member files, 

prepare projections and retirements, add service 

that members are eligible to purchase and respond to 

the many inquiries that we will receive during the 

concentrated window period of the program.

Funding Source for Tolal  Cost

Federal Receipts 1002
G F M atch 100T
General Fund 1004
G F  Program  Receipts 10 0 5

O ther  P t K b  1DY U 1 6 9 , 5 9 4

Equipment needs are as follows:

8 personal computers $40,000

6 microfiche viewers 4,800

8 calculators 1,104

$45,904

Please refer to page 3 for detailed justification.

Page_________ of_
Keviscd Dale

FY 90



Position Title Retirement and Benefits Specialist I

l ime Status
FT Nonpermanent

Stall Months
12.0

No. of Positions Range/Step ,

Location
AHA

Oarg. Unit
GGU

Election District
4

T y p e  o f  Espcndilurc

1

ncncfils

Prem ium  Pay
Oilier

Tota l  Personal Services

26,460

3,078

T ravel
C o n t rac tu a l  (Computer Hook-up f e e s T
C o m m o d i t ie s  
E quipment
Other

T ota l  Cost

Funding Source for Tola l Cost

Federal Receipts 10112
G  F. M atch imn
General Fund 10 0 4
G F  Prugram  Receipts 100 5

Other PERS 1029
TRS 1034

Amount

S i

1,640
732

5 .1 38

37,048

22-239
14,819

Justification

During the almost two years of managing the first 
RIP, PERS retirements increased 109%, TRS 

retirements increased by 151%, projections increased 

by 235%, correspondence inceased by 126%, telephone 

calls increased by 134% and office visits increased 
by 147%.

The Retirement Specialist will train and direct the 
daily activities of the eight additional retirement 

technicians. They will also be responsible for 
maintaining a listing of all employees who elect to 
participate in the RIP and a listing of all 

employees who are eligible to retire under the RIP. 

They will also be required to prepare data necessary 

to calculate actual cost billing information to 
participating employers.

Equipment needs are as follows:

1 personal computer 
1 calculator

$5,000
138

$5,138

Please refer to page 3 for detailed equipment 
justification.

4 / 6 K 2 / o i 2 3 n i ^ m a —  

Request For 
New Position

Agency

U R U

Component

Admin ist ra ti on .

Retirement and Benefits 

Retirement and Benefits
Page of
Revised Dale

FY 90



REQUEST:

Revision D a t e : _ _ __________
Tl tie: An Act relating to RIP 

fn PERS and TRS.

 Agency Affected: Department of Administration

BRU: Finance  _________ _______________

Sponsor: Duncan and Kerttula 

Requestor:_________________

C o m p o n e n t s : Retirement and Benefits

EXPENDITURES/REV ENUES: (T lousands 01f Dollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

0 46.9 0 0 0 00 0 0 0 0 0
0 0 0 0 0 00 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 00 0 0 0 . 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 46.9 0 0 0 0
CAPITAL

■REVTRUr

FUNDING: (Thousands of Dollars)

POSITIONS:

ANALYSIS: (Attach a separate page if necessary)

See attached

Prepared By: Keith Busch, Director

Division: Finance

Phone:

Date:

^65-2246

Approved by Commissioner: John M. A n d r e w s x ^ L

Agency: Department of Administration
Date: ■5

Distribution (by preparer): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(ies)

Rev: 01/11/88

M A R  2 8  1989 

LEGISLATIVE FINANCE

Page j   of 2

GENERAL FUND 

FEDERAL FUNDS 

OTHER 1034 PERS/TRS 

TOTAL

0 0 0 0 0 0

0 0 0 0 0 0

0 46.9 0 0 0 0

0 0 0 0 0 0

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 2 0 0 0 0
TEMPORARY 0 0 0 0 0 0

8/3K3/030205-9/2



CONTINUATION of FISCAL NOTE ANALYSIS

. . . . ■

For Bill/Resolution No. CS SB 73 (HESS)
* • " . . '

: . % ' -

On July 1, 1989, there will be 3,400 State employees eligible for early 

retirement under this bill. The Division of Finance is responsible for 

the verification of employment history and the processing of termination 

pay. Based upon our experience in 1986 and 1987, we anticipate that 

there could be 1,400 employees participating in the program. We estimate 
the increased costs to process these employees to be:

Data processing support 

Two part-time Accounting Technicians I 

for six months

Total Cost

All administrative cost for this program will be paid in advance by the 

participating employer as required by Section 2, page 2, line 27.

8/3K3/030205-9/3 Page _2_ of 2



6 - 0 2 8 7 D

CSSB 7 3 ( F i n )

O r i g i n a l  s p o n s o r s :  D u n c a n  a n d  K e r t t u l a

1

2

3

4

5 

5

7

8 

9

10

11

12

13

I N  THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE B I L L  NO. 7 3  ( F i n a n c e )

I N  THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE -  F I R S T  S E S S IO N

A B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  r e t i r e m e n t  i n c e n t i v e  p r o g r a m s  f o r

t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m  a n d  t h e  

t e a c h e r s 1 r e t i r e m e n t  s y s t e m ;  a n d  p r o v i d i n g  f o r  a n  

e f f e c t i v e  d a t e . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1 .  PURPO SE.  S i n c e  i t  m a y  b e  n e c e s s a r y  f o r . s t a t e  a g e n c i e s  a n d

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

t h e i r  p e r s o n a l  s e r v i c e s  c o s t s  b e c a u s e  o f  d e c l i n i n g  s t a t e  r e v e n u e ,  r e i m p l e -
It
i

14: m e n t a t i o n  o f  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  e s t a b l i s h e d  b y  c h .  2 6 ,  SLA

1 9 8 6 ,  a s  a m e n d e d  b y  c h .  7 6 ,  SLA 1 9 8 8 ,  e n c o u r a g i n g  e m p l o y e e s  t o  r e t i r e  

v o l u n t a r i l y ,  w i l l  r e d u c e  t h e  h a r d s h i p  o f  l a y o f f s .  T h i s  p r o g r a m  i s  i n t e n d e d  

t o  r e a l i z e  s u f f i c i e n t  e c o n o m i e s  t o  o f f s e t  t h e  c o s t  o f  a d m i n i s t r a t i o n  a n d  

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

r e t i r e m e n t  c r e d i t s  a n d  t o  r e s u l t  i n  a  n e t  r e d u c t i o n  i n  p e r s o n a l  s e r v i c e s  

c o s t s  t o  t h e  s t a t e  o r  o t h e r  e m p l o y e r s  d u r i n g  a  p e r i o d  o f  d e c l i n i n g  r e v e n u e .

*  S e c .  2 .  RETIREMENT IN C E N T IV E  PROGRAM. ( a )  An  e m p l o y e r  m a y  a d o p t  a  

r e t i r e m e n t  i n c e n t i v e  p l a n  u n d e r  s e c s .  3 -  6 o f  t h i s  A c t ,  a s  a p p r o p r i a t e ,  t o  

d e s i g n a t e  o r g a n i z a t i o n a l  u n i t s  o f  e m p l o y e e s  e l i g i b l e  t o  p a r t i c i p a t e  i n  t h e  

r e t i r e m e n t  i n c e n t i v e  p r o g r a m .

( b )  T h e  o r g a n i z a t i o n a l  u n i t s  o f  a  p l a n  m u s t  b e  s e l e c t e d  s o  t h a t  

i m p l e m e n t a t i o n  o f  t h e  p l a n  r e s u l t s  i n  a  s a v i n g s  t o  t h e  e m p l o y e r  i n  p e r s o n a l  

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

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

i n c l u s i o n  c o n t r i b u t e s  t o  t h e  o v e r a l l  c o s t  s a v i n g s .



7

8 

9

io |! 

i i |  

12

13

14

15

16

( c )  A m e m b e r  i s  e l i g i b l e  t o  p a r t i c i p a t e  i n  t h e  r e t i r e m e n t  i n c e n t i v e  

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

i g n a t e d  o r g a n i z a t i o n a l  u n i t ,  a n d  w i l l  b e  q u a l i f i e d  t o  r e t i r e  u n d e r  AS 1 4 . -  

2 5 . 1 1 0  o r  AS 3 9 . 3 5 , 3 7 0  a f t e r  r e c e i p t  o f  t h e  r e t i r e m e n t  i n c e n t i v e .  To  

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

( d )  J :  p a r t i c i p a t i n g  e m p l o y e r  s h a l l  p r e p a r e  a n d  f i l e  t h e  r e t i r e m e n t  

i n c e n t i v e  p l a n  w i t h  t h e  a d m i n i s t r a t o r .  T h e  a d m i n i s t r a t o r  s h a l l  a p p r o v e  t h e  

p l a n  i f  i t  m e e t s  t h e  r e q u i r e m e n t s  o f  t h i s  s e c t i o n .  F o r  s t a t e  e m p l o y e e s  

o t h e r  t h a n  u n i v e r s i t y  e m p l o y e e s ,  t h e  a d m i n i s t r a t o r  m a y  a p p r o v e  a  d e s i g n a t e d  

o r g a n i z a t i o n a l  u n i t  o n l y  i f  t h e  o f f i c e  o f  m a n a g e m e n t  a n d  b u d g e t  c e r t i f i e s  

t h a t  t h e  u n i t ' s  p a r t i c i p a t i o n  i n  t h e  p l a n  m e e t s  t h e  r e q u i r e m e n t s  o f  ( b )  o f  

t h i s  s e c t i o n .  T h e  a d m i n i s t r a t o r  s h a l l  a p p r o v e  t h e  p l a n  i f  i t  m e e t s  t h e  

r e q u i r e m e n t s  o f  t h i s  s e c t i o n .  T h e  p l a n  m u s t

( 1 )  i d e n t i f y  o r g a n i z a t i o n a l  u n i t s  a n d  e m p l o y e e s  e l i g i b l e  t o  

p a r t i c i p a t e  i n  t h e  p r o g r a m ;

( 2 )  i n c l u d e  a  r e i m b u r s e m e n t  a g r e e m e n t  t h a t

(A )  r e q u i r e s  t h e  e m p l o y e r ,  f o r  e a c h  e m p l o y e e  w h o  i s  r e t i r e d  

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

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

m e n t  i n  a n  a m o u n t  e q u a l  t o

( i )  t h e  a c t u a r i a l  e q u i v a l e n t  o f  t h e  d i f f e r e n c e  b e t w e e n  

t h e  b e n e f i t s  t h e  p a r t i c i p a n t  r e c e i v e s  a f t e r  t h e  a d d i t i o n  o f  t h e  

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

t i c i p a n t  w o u l d  h a v e  r e c e i v e d  w i t h o u t  t h e  i n c e n t i v e ,  l e s s  t h e  

a m o u n t  t h e  p a r t i c i p a n t  h a s  p a i d  o n  t h e  i n d e b t e d n e s s  d e t e r m i n e d  

u n d e r  ( e )  o r  ( f )  o f  t h i s  s e c t i o n ;  a n d

( i i )  a n  a p p r o p r i a t e  s h a r e  o f  t h e  a d m i n i s t r a t i v e  c o s t s  

o f  t h e  p r o g r a m ;  a n d

( B )  p r o v i d e s  t h a t  c o n t r i b u t i o n s  f r o m  t h e  e m p l o y e r  u n d e r  
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t h i s  s e c t i o n  t a k e  p r i o r i t y  o v e r  o t h e r  o b l i g a t i o n s  o f  t h e  e m p l o y e r  t o  

t h e  m a x i m u m  e x t e n t  p e r m i t t e d  b y  l a w .

( e )  A m e m b e r  o f  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m  w h o  p a r t i c i p a t e s  i n  

t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  i s  i n d e b t e d  t o  t h e  s y s t e m .  T h e  a m o u n t  o f  

i n d e b t e d n e s s  i s  e q u a l  t o  21 p e r c e n t  o f  t h e  m e m b e r ' s  a c t u a l  c o m p e n s a t i o n  f o r  

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

w h o  w o r k s  l e s s  t h a n  t h e  e n t i r e  s c h o o l  y e a r ,  f o r  t h e  s c h o o l  y e a r  i n  w h i c h  

t h e  m e m b e r  t e r m i n a t e s  e m p l o y m e n t  t o  p a r t i c i p a t e  i n  t h e  p r o g r a m .  A n  o u t ­

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

w i l l  r e q u i r e  a n  a c t u a r i a l  a d j u s t m e n t  t o  t h e  b e n e f i t s  p a y a b l e .

( f )  A m e m b e r  o f  t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m  w h o  p a r t i c i ­

p a t e s  i n  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  i s  i n d e b t e d  t o  t h e  s y s t e m .  T h e  

a m o u n t  o f  i n d e b t e d n e s s  i s  e q u a l  t o  2 2 - 1 / 2  p e r c e n t  f o r  a  p e a c e  o f f i c e r  o r  

f i r e m a n ,  a n d  2 0 - 1 / 4  p e r c e n t  f o r  o t h e r  m e m b e r s ,  o f  t h e  m e m b e r ' s  a c t u a l  

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

w o r k s  f e w e r  t h a n  1 2  m o n t h s ,  f o r  t h e  y e a r  i n  w h i c h  t h e  m e m b e r  t e r m i n a t e s  

e m p l o y m e n t  t o  p a r t i c i p a t e  i n  t h e  p r o g r a m .  A n  o u t s t a n d i n g  i n d e b t e d n e s s  a t  

t h e  t i m e  a  p a r t i c i p a n t  i s  a p p o i n t e d  t o  r e t i r e m e n t  w i l l  r e q u i r e  a n  a c t u a r i a l  

a d j u s t m e n t  t o  t h e  b e n e f i t s  p a y a b l e .

( g )  A p a r t i c i p a n t  i n  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  r e c e i v e s  a  

c r e d i t  o f  t h r e e  y e a r s .  T h e  t h r e e  y e a r s  m u s t  b e  a p p l i e d  i n  t h e  f o l l o w i n g  

o r d e r  u n t i l  e x h a u s t e d :

( 1 )  t o  m e e t  t h e  a g e  o r  s e r v i c e  r e q u i r e d  f o r  e l i g i b i l i t y  f o r  

n o r m a l  r e t i r e m e n t  u n d e r  AS 1 4 . 2 5 . 1 1 0  o r  AS 3 9 . 3 5 . 3 7 0 ,  a s  a p p r o p r i a t e ;

( 2 )  t o  m e e t  t h e  a g e  r e q u i r e d  f o r  e a r l y  r e t i r e m e n t  u n d e r  AS 1 4 . -  

2 5 . 1 1 0  o r  AS 3 9 . 3 5 . 3 7 0 ,  a s  a p p r o p r i a t e ;

( 3 )  t o  r e d u c e  t h e  a c t u a r i a l  a d j u s t m e n t  r e q u i r e d  f o r  e a r l y  r e -
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( h )  E x c e p t  a s  p r o v i d e d  i n  s e c .  7 o f  t h i s  A c t ,  i n  t h e  d e t e r m i n a t i o n  o f  

w h e t h e r  a  m e m b e r  w i l l  q u a l i f y  t o  r e t i r e  u n d e r  t h i s  s e c t i o n ,  c r e d i t e d  s e r ­

v i c e  m a y  i n c l u d e  o n l y ,

( 1 ) f o r  m e m b e r s  o f  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m ,  s e r v i c e

c r e d i t  f o r  e m p l o y m e n t  r e n d e r e d  t o  a n  e m p l o y e r ,  t e r r i t o r i a l  s e r v i c e  u n d e r  

AS 1 4 . 2 5 . 1 0 5 ,  a n d  A l a s k a  B I A  s e r v i c e  u n d e r  AS 1 4 . 2 5 . 1 0 7 ;

( 2 ) f o r  m e m b e r s  o f  t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m ,

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

*  S e c .  3 .  AUTHORIZATION FOR STATE EMPLOYEE RETIREMENT I N C E N T I V E .  ( a )

A s t a t e  a g e n c y  i s  a u t h o r i z e d  t o  a d o p t  a  r e t i r e m e n t  i n c e n t i v e  p l a n  f o r  i t s

e m p l o y e e s .  A p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n  s h a l l  p e r m i t  a  d e s i g n a t e d  

e m p l o y e e  t o  a p p l y  t o  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  u n d e r  s e c .  2  o f  t h i s  

A c t  o n l y  f r o m  S e p t e m b e r  3 0 ,  1 9 8 9 ,  t h r o u g h  M a r c h  3 1 ,  1 9 9 0 .

( b )  T h e  p l a n  m a y  n o t  p e r m i t  a n  e m p l o y e e  w h o  i s  t h e  c o m m i s s i o n e r ,  a  

d e p u t y  c o m m i s s i o n e r ,  o r  a s s i s t a n t  c o m m i s s i o n e r  o f  a  s t a t e  d e p a r t m e n t  t o  

p a r t i c i p a t e .

( c )  A p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n  m a y  o n l y  p e r m i t  p a r t i c i p a t i o n  

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

( 1 )  h a s  b e e n  c o n t i n u o u s l y  e m p l o y e d  b y  t h e  s t a t e  s i n c e  J a n u a r y  1 ,

2i 1 9 8 9 ;

( 2 )  w a s  l a i d  o f f  f r o m  s t a t e  e m p l o y m e n t  o n  o r  a f t e r  J a n u a r y  1 ,

23 ii 1 9 8 9 ;

( 3 )  i s  a  p e r m a n e n t  s e a s o n a l  e m p l o y e e  c o n t i n u o u s l y  e m p l o y e d  b y  

25 t h e  s t a t e  i n  t h e  p e r m a n e n t  s e a s o n a l  p o s i t i o n  d u r i n g  a l l  o f  t h e  t i m e  s i n c e
I

20•; J a n u a r y  1 , 1 9 8 9 ,  i n  w h i c h  t h e  p o s i t i o n  n o r m a l l y  w a s  f i l l e d ;

2 7 j! ( 4 )  h a s  a  j o b  s h a r i n g  a g r e e m e n t  w i t h  a  s t a t e  a g e n c y  i n  w h i c h  t w o

28 j i o r  m o r e  e m p l o y e e s  s h a r e  a  s i n g l e  p o s i t i o n  i d e n t i f i e d  b y  a  s i n g l e  p o s i t i o n

?9 j; c o n t r o l  n u m b e r  a n d  i n  w h i c h  t h e  e m p l o y e e  c h o o s i n g  t o  p a r t i c i p a t e  v ra s  

I CSSB 7 3 ( F i n )  - 4 -



} c o n t i n u o u s l y  e m p l o y e d  b y  t h e  a g e n c y  d u r i n g  a l l  o f  t h e  t i m e  s i n c e  J a n u a r y  1 ,
j

1 9 8 9 ,  i n  w h i c h  t h e  e m p l o y e e  n o r m a l l y  w o r k e d  u n d e r  t h e  j o b  s h a r i n g  a g r e e -  

j  |i m e n t ; o r

4 !• ( 5 )  m e e t s  a  c o m b i n a t i o n  o f  t h e  r e q u i r e m e n t s  o f  t h i s  s u b s e c t i o n .

5 : ( d )  U n d e r  a  p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n ,  t h e  a d m i n i s t r a t o r  m a y

6*i n o t  a c c e p t  t h e  a p p l i c a t i o n  o f  a n  e m p l o y e e  u n l e s s  t h e  e m p l o y e e  w i l l  b e

7 : a p p o i n t e d  t o  r e t i r e m e n t  o n  o r  b e f o r e  N o v e m b e r  1 ,  1 9 9 0 .
;

( e )  I n  t h i s  s e c t i o n  " s t a t e  a g e n c y "  d o e s  n o t  i n c l u d e  t h e  U n i v e r s i t y  o f

A l a s k a  o r  a n  e n t i t y  c o v e r e d  b y  s e c .  4 o f  t h i s  A c t .

*  S e c .  4 .  AUTHORIZATION FOR RETIREMENT IN C E N TIV E FOR OTHER EMPLOYEES I N

;; THE PU B L IC  EMPLOYEES'  RETIREMENT SYSTEM. ( a )  T h e  g o v e r n i n g  b o d y  o f  a  

,2 p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e  o r  a  p u b l i c  o r g a n i z a t i o n  t h a t  h a s  e l e c t -  

e d  t o  p a r t i c i p a t e  i n  t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m  u n d e r  AS 3 9 . -  

4 3 5 . 5 5 0  -  3 9 . 3 5 . 6 5 0  i s  a u t h o r i z e d  t o  a d o p t  a  r e t i r e m e n t  i n c e n t i v e  p l a n  f o r

■5 i t s  e m p l o y e e s  u n d e r  s e c .  2 o f  t h i s  A c t .  A p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n  

(i s h a l l  p e r m i t  d e s i g n a t e d  e m p l o y e e s  t o  a p p l y  t o  t h e  r e t i r e m e n t  i n c e n t i v e  

? p r o g r a m  u n d e r  s e c .  2 o f  t h i s  A c t  f r o m  S e p t e m b e r  3 0 ,  1 9 8 9 ,  t h r o u g h  M a r c h  3 1 ,  

:si; 1 9 9 0 .

19.1 ( b )  U n d e r  a  p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n ,  t h e  a d m i n i s t r a t o r  m a y

20ji n o t  a c c e p t  t h e  a p p l i c a t i o n  o f  a n  e m p l o y e e  u n l e s s  t h e  e m p l o y e e  w i l l  b e

21 a p p o i n t e d  t o  r e t i r e m e n t  o n  o r  b e f o r e  N o v e m b e r  1 ,  1 9 9 0 .

22 j *  S e c .  5 .  AUTHORIZATION FOR RETIREMENT INCE NTIVE FOR THE EMPLOYEES OF11

23 i| THE U N IV E R S IT Y  OF ALASKA. ( a )  T h e  B o a r d  o f  R e g e n t s  o f  t h e  U n i v e r s i t y  o f

24 ij A l a s k a  i s  a u t h o r i z e d  t o  a d o p t  a  r e t i r e m e n t  i n c e n t i v e  p l a n  f o r  i t s  e m p l o y -
!i

e e s . A p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n  s h a l l  p e r m i t  d e s i g n a t e d  e m p l o y e e s  

t o  a p p l y  t o  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  u n d e r  s e c .  2 o f  t h i s  A c t  f r o m  

J u n e  3 0 ,  1 9 8 9 ,  t h r o u g h  D e c e m b e r  3 1 ,  1 9 8 9 .

( b )  U n d e r  a  p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n ,  t h e  a d m i n i s t r a t o r  m a y

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

- 5 -  CSSB 7 3 ( F i n )



b e  w i t h h e l d  I r o m  a n y  m o n e y  p a y a b l e  t o  t h e  e m p l o y e r  b y  a  s t a t e  d e p a :  

a g e n c y  a n d  t h a t  t h e  a m o u n t  w i t h h e l d  b e  c r e d i t e d  t o  t h e  d e l i n q u e n c y  
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a p p o i n t e d  t o  r e t i r e m e n t  o n  o r  b e f o r e  A u g u s t  1 ,  1 9 9 0 .

*  S e c .  6 .  AUTHORIZATION FOR RETIREMENT I N C E N T IV E  FOR OTHER EMPLOYEES I N  

THE TEACHERS'  RETIREMENT SYSTEM. ( a )  An  e m p l o y e r  u n d e r  t h e  t e a c h e r s '  

r e t i r e m e n t  s y s t e m  w h o  i s  n o t  o t h e r w i s e  c o v e r e d  b y  s e c s .  3  o r  5 o f  t h i s  A c t  

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

s e c .  2 o f  t h i s  A c t .  A p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n  s h a l l  p e r m i t  d e s ­

i g n a t e d  e m p l o y e e s  t o  a p p l y  t o  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  u n d e r  s e c .  2 

o f  t h i s  A c t  o n l y  f r o m  J u n e  3 0 ,  1 9 8 9 ,  t h r o u g h  D e c e m b e r  3 1 ,  1 9 8 9 .

( b )  U n d e r  a  p l a n  a d o p t e d  u n d e r  t h i s  s e c t i o n ,  t h e  a d m i n i s t r a t o r  m a y  

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

a p p o i n t e d  t o  r e t i r e m e n t  c n  o r  b e f o r e  A u g u s t  1 ,  1 9 9 0 .

*  S e c .  7 .  P O L I T I C A L  S U B D I V I S I O N  OR P U B L I C  ORGANIZATION EMPLOYMENT. 

N o t w i t h s t a n d i n g  o t h e r  p r o v i s i o n s  o f  l a w ,  a  v e s t e d  m e m b e r  w h o  i s  a  s t a t e  

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

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

n i z a t i o n  b e f o r e  t h e  p o l i t i c a l  s u b d i v i s i o n  o r  o r g a n i z a t i o n  b e c a m e  a n  e m ­

p l o y e r  u n d e r  t h e  s y s t e m  f o r  p u r p o s e s  o f  d e t e r m i n i n g  e l i g i b i l i t y  f o r  r e t i r e ­

m e n t  u n d e r  AS 1 4 . 2 5 . 1 1 0  o r  AS 3 9 . 3 5 . 3 7 0 ,  a s  a p p r o p r i a t e .  T h e  m e m b e r  m a y  

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

d e t e r m i n i n g  b e n e f i t s .  I n  o r d e r  f o r  a  s t a t e  e m p l o y e e  t o  r e c e i v e  c r e d i t  

u n d e r  t h i s  s u b s e c t i o n ,  t h e  e m p l o y e e ' s  p a r t i c i p a t i o n  i n  t h e  p r o g r a m  m u s t  

c o n t r i b u t e  t o  t h e  o v e r a l l  c o s t  s a v i n g s  o f  t h e  a g e n c y .

*  S e c .  8 .  RECOVERY OF EMPLOYER D E L IN Q U E N C IE S .  T o  r e c o v e r  a  d e l i n q u e n c y  

o w e d  b y  a n  e m p l o y e r  o t h e r  t h a n  t h e  s t a t e  u n d e r  a n  a g r e e m e n t  e n t e r e d  u n d e r

s e c .  2 ( d ) ( 2 )  o f  t h i s  A c t ,  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  m a y

( 1 )  b r i n g  a n  a c t i o n  a g a i n s t  t h e  e m p l o y e r ;  o r

( 2 )  d i r e c t  t h a t  t h e  a m o u n t  o f  t h e  d e l i n q u e n c y  o r  a  l e s s e r  a m o u n t
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*  S e c .  9 .  REEMPLOYMENT INDEBTEDNESS AND REEMPLOYMENT P R O H I B I T I O N .  ( a )  

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

m e m b e r  o f  t h e  p u b l i c  e m p l o y e e s ’ r e t i r e m e n t  s y s t e m  u n d e r  AS 3 9 . 3 5  o r  t h e  

t e a c h e r s 1 r e t i r e m e n t  s y s t e m  u n d e r  AS 1 4 . 2 5  a f t e r  a p p o i n t m e n t  t o  r e t i r e m e n t

5 jj u n d e r  t h e  p r o g r a m ,  t h e  p a r t i c i p a n t  l o s e s  t h e  i n c e n t i v e  c r e d i t  r e c e i v e d
ij

,5 7 u n d e r  s e c .  2 ( g )  o f  t h i s  A c t  a n d  i s  i n d e b t e d  t o  t h e  s y s t e m .  T h e  a m o u n t  o f
j!

7 1| t h e  i n d e b t e d n e s s  i s  e q u a l  t o  1 1 0  p e r c e n t  o f  t h e  a m o u n t  t h e  p a r t i c i p a n t
i|

>1 ji r e c e i v e d  a s  a  r e s u l t  o f  p a r t i c i p a t i o n  i n  t h e  p r o g r a m  t o  w h i c h  t h e  p a r t i c i -
;i

9 jj p a n t  w a s  n o t  o t h e r w i s e  e n t i t l e d ,  i n c l u d i n g  t h e  c o s t  o f  h e a l t h  i n s u r a n c e .
i

a T h e  p a r t i c i p a n t  i s  e n t i t l e d  t o  a  c r e d i t  t o  b e  a p p l i e d  a g a i n s t  t h e  r e e m p l o y -  

!1 m e n t  i n d e b t e d n e s s  i n  t h e  a m o u n t  t h e  p a r t i c i p a n t  h a s  p a i d  u n d e r  s e c .  2 ( e )  o r  

-2 ji ( f )  o f  t h i s  A c t .  I n t e r e s t  a c c r u e s  o n  t h e  i n d e b t e d n e s s  a t  t h e  r a t e  e s t a b -
‘j

131| l i s h e d  b y  r e g u l a t i o n  f r o m  t h e  d a t e  o f  r e e m p l o y m e n t  u n t i l  t h e  m e m b e r  i s  a p -  

m p o i n t e d  t o  r e t i r e m e n t  a n d  a c c e p t s  a n  a c t u a r i a l  a d j u s t m e n t  t o  t h e  m e m b e r ' s  

:5 r  f u t u r e  b e n e f i t s  o r  u n t i l  t h e  a m o u n t  i s  p a i d  i n  f u l l .
Ji ,

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

i 7 i n  t h e  p r o g r a m  r e t i r e d ,  t h e  p a r t i c i p a n t  m a y  n o t  b e  e m p l o y e d  b y  o r  e n t e r

3 i n t o  a  c o n t r a c t  f o r  p e r s o n a l  s e r v i c e s  w i t h  a  s t a t e  d e p a r t m e n t  o r  a g e n c y:\
in ; ; o t h e r  t h a n  a  p e r s o n a l  s e r v i c e s  c o n t r a c t  w i t h  t h e  U n i v e r s i t y  o f  A l a s k a .  

T h i s  s u b s e c t i o n  d o e s  n o t  p r o h i b i t  t h e  u n i v e r s i t y  f r o m  e n t e r i n g  i n t o ,  a  

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

p r o g r a m  d u r i n g  t h e  y e a r  i m m e d i a t e l y  f o l l o w i n g  t h e  e m p l o y e e ' s  r e t i r e m e n t .

23 !, *  S e c .  1 0 .  O F F I C E  OF MANAGEMENT AND BUDGET. W h e n  d e s i g n a t i n g  a n  o r g a -

24 jj n i z a t i o n a l  u n i t  f o r  p a r t i c i p a t i o n  i n  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m ,  t h e  

25 : e x e c u t i v e  h e a d  o f  a  s t a t e  a g e n c y  s h a l l  d e s c r i b e  i n  d e t a i l  t h e  e x p e c t e d

e f f e c t  o f  t h e  p r o g r a m  o n  t h e  a g e n c y ' s  p e r s o n a l  s e r v i c e s  c o s t  a n d  o p e r a t i o n .  

T h i s  r e p o r t  s h a l l  b e  f i l e d  w i t h  t h e  o f f i c e  o f  m a n a g e m e n t  a n d  b u d g e t .  F o r  

e a c h  e m p l o y e e  w h o  w i l l  r e c e i v e  c r e d i t  f o r  e m p l o y m e n t  u n d e r  s e c .  7 o f  t h i s  

A c t ,  t h e  a g e n c y  h e a d  s h a l l  e s t a b l i s h  t o  t h e  s a t i s f a c t i o n  o f  t h e  o f f i c e  t h a t :

- 7 -  CSSB 7 3 ( F i n )
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S e c .  1 3 .  D E F I N I T I O N S

2 8 ii t o  t h i s  A c t  f o r  m e m b e r s  o f  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m .  T h e  d e f i n i -  

29 t i o n s  s e t  o u t  i n  AS 3 9 . 3 5 . 6 8 0  a p p l y  t o  t h i s  A c t  f o r  m e m b e r s  o f  t h e  p u b l i c

; CSSB 7 3 ( F i n )  - 8 -*
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t h e  p r o p o s e d  p a r t i c i p a t i o n  c o n t r i b u t e s  t o  t h e  o v e r a l l  a g e n c y  c o s t  s a v i n g s . 

T h e  a g e n c y  s h a l l  r e p o r t  a s  r e q u i r e d  b y  t h e  o f f i c e  o f  m a n a g e m e n t  a n d  b u d g e t  

o n  t h e  c o s t  o f  e a c h  m e m b e r ' s  p a r t i c i p a t i o n  a n d  t h e  e f f e c t  o n  t h e  a g e n c y ' s  

p e r s o n a l  s e r v i c e s  c o s t  a n d  o p e r a t i o n .  T h e  o f f i c e  o f  m a n a g e m e n t  a n d  b u d g e t  

s h a l l  s u b m i t  t o  t h e  l e g i s l a t u r e  a n n u a l  r e p o r t s  o n  t h e  r e t i r e m e n t  i n c e n t i v e  

p r o g r a m  b e g i n n i n g  o n  J a n u a r y  1 5 .  1 9 9 1 ,  a n d  c o n t i n u i n g  t h r o u g h  J a n u a r y  1 5 ,

1 9 9 3 ,  a n d  s h a l l  s u b m i t  a  f i n a l  r e p o r t  o n  J a n u a r y  1 5 ,  1 9 9 4 .  E a c h  r e p o r t  

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

e f f e c t i v e n e s s  o f  t h e  p r o g r a m  i n  a c h i e v i n g  i t s  o b j e c t i v e s .  T h e  r e p o r t  

s h o u l d  i n c l u d e  i n f o r m a t i o n  o n  t h e  d e s i g n a t e d  o r g a n i z a t i o n a l  u n i t s  u n d e r  t h e  

r e t i r e m e n t  i n c e n t i v e  p l a n s  i n c l u d i n g  t h e  c o s t  o f  t h e  r e t i r e m e n t  i n c e n t i v e  

p r o g r a m  p e r  p a r t i c i p a n t ,  t h e  c o s t  t o  t h e  s t a t e ,  t h e  c o s t  t o  t h e  e m p l o y e e ,  

t h e  a n n u a l  b u d g e t e d  a m o u n t  b y  a g e n c y  f o r  t h e  r e t i r e m e n t  i n c e n t i v e ,  a n d  t h e  

p r o j e c t e d  o r  a c t u a l  n e t  s a v i n g s  o v e r  t h e  t h r e e - y e a r  p e r i o d .

*  S e c .  1 1 .  PROGRAM CHANGES. A n  e m p l o y e e  d o e s  n o t  h a v e  a  v e s t e d  o r  

c o n t r a c t u a l  r i g h t  t o  a n y  b e n e f i t  u n d e r  t h i s  A c t  u n t i l  a n  a g r e e m e n t  i s  

e x e c u t e d  w i t h  t h e  a d m i n i s t r a t o r  t h a t  p e r m i t s  t h e  b e n e f i t s  t o  b e  o f f e r e d  t o  

a n  o r g a n i z a t i o n a l  u n i t  o f  w h i c h  t h e  e m p l o y e e  i s  a  m e m b e r .  T h e  l e g i s l a t u r e  

r e s e r v e s  t h e  r i g h t  t o  c h a n g e  a n y  a s p e c t  o f  t h e  i n c e n t i v e  p r o g r a m  a s  i t  

r e l a t e s  t o  m e m b e r s  o f  o r g a n i z a t i o n a l  u n i t s  f o r  w h i c h  p a r t i c i p a t i o n  a g r e e ­

m e n t s  a r e  e x e c u t e d  b y  t h e  a d m i n i s t r a t o r  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h e  

c h a n g e s .

*  S e c .  1 2 .  TIMELY A P P L I C A T I O N .  A m e m b e r  w h o  i s  e l i g i b l e  u n d e r  s e c s .  

2 -  7 o f  t h i s  A c t  a n d  w h o  h a s  s u b m i t t e d  a  t i m e l y  a p p l i c a t i o n  f o r  p a r t i c i p a ­

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

t i o n  i n  t h e  p r o g r a m  n o t w i t h s t a n d i n g  s e c .  14  o f  t h i s  A c t .

' I /n J  •! v> 4 4  — —. _  • ___ t  n  1 /  a  r* /> a  a



e m p l o y e e s  1 r e t i r e m e n t  s y s t e m .

*  S e c .  1 4 .  S e c t i o n s  1 -  7 o f  t h i s  A c t  a r e  r e p e a l e d  J u l y  1 ,  1 9 9 1 .

*  S e c .  1 5 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c )
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S U B J E C T : S e c t i o n a l  a n a l y s i s  o f  CSSB 7 3 ( H E S S )  
( R e t i r e m e n t  i n c e n t i v e  p r o g r a m )

TO:

FROM:

S e n a t o r  J i m  D u n c a n

T e r e s a  B .  C r a m e r  
L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  r e q u e s t e d  a  s e c t i o n a l  a n a l y s i s  o f  CSSB 7 3 ( H E S S ) ,  
e s t a b l i s h i n g  a  r e t i r e m e n t  i n c e n t i v e  p r o g r a m .

S e c t i o n  1 s t a t e s  t h a t  t h e  p u r p o s e  o f  t h e  p r o g r a m  i s  t o  r e -  
d u c e  t h e  h a r d s h i p  o f  l a y o f f s  c a u s e d  b y  d e c l i n i n g  s t a t e  r e v e ­
n u e .

S e c t i o n  2 e s t a b l i s h e s  a  r e t i r e m e n t  i n c e n t i v e  p r o g r a m .  U n d e r  
s u b s e c t i o n  ( a ) , a n  e m p l o y e r  m a y  d e s i g n a t e  o r g a n i z a t i o n a l  
u n i t s  o f  e l i g i b l e  e m p l o y e e s .  S u b s e c t i o n  ( b ) , l i m i t s  t h e  o r ­
g a n i z a t i o n a l  u n i t s  t o  u n i t s  i n  w h i c h  i m p l e m e n t a t i o n  o f  t h e  
p l a n  w i l l  r e s u l t  i n  a  s a v i n g s  i n  p e r s o n a l  s e r v i c e s  w i t h i n  
t h r e e  y e a r s .  U n d e r  s u b s e c t i o n  ( c ) , e m p l o y e e s  w h o  p a r t i c i ­
p a t e  m u s t  b e  v e s t e d ,  i n  a  d e s i g n a t e d  o r g a n i z a t i o n a l  u n i t ,  
a n d  e l i g i b l e  t o  r e t i r e  a f t e r  t h e  r e t i r e m e n t  i n c e n t i v e  i s  
a d d e d  t o  t h e i r  s e r v i c e .

S u b s e c t i o n  ( d )  s e t s  o u t  t h e  r e q u i r e m e n t s  t h a t  a  r e t i r e m e n t  
i n c e n t i v e  p l a n  m u s t  m e e t  b e f o r e  t h e  a d m i n i s t r a t o r  o f  t h e  
d i v i s i o n  o f  r e t i r e m e n t  a n d  b e n e f i t s  m a y  a p p r o v e  t h e  p l a n .  
U n d e r  p a r a g r a p h  ( d ) ( 2 ) ,  t h e  p l a n  m u s t  i n c l u d e  a n  a g r e e m e n t  
t h a t  r e q u i r e s  t h e  e m p l o y e r  t o  r e i m b u r s e  t h e  r e t i r e m e n t  s y s ­
t e m  f o r  t h e  c o s t s  o f  t h e  i n c e n t i v e  g r a n t e d  t o  e a c h  e m p l o y e e .

U n d e r  s u b s e c t i o n s  ( e )  a n d  ( f ) , e m p l o y e e s  w h o  r e c e i v e  a  r e ­
t i r e m e n t  i n c e n t i v e  m u s t  p a y  t h e  a m o u n t  t h e y  w o u l d  h a v e  p a i d  
i n  r e t i r e m e n t  c o n t r i b u t i o n s  f o r  t h e  t h r e e  y e a r s  o f  
i n c e n t i v e .  S u b s e c t i o n  ( e )  a p p l i e s  t o  m e m b e r s  o f  t h e  T e a c h ­
e r s '  R e t i r e m e n t  S y s t e m  ( T R S ) .  S u b s e c t i o n - ( f )  a p p l i e s  t o  
m e m b e r s  o.T t h e  P u b l i c  E m p l o y e e s '  R e t i r e m e n t  S y s t e m  ( P E R S ) .

"  f l s m / Z S 'S  CSC/Zt£Ss'^)



U n d e r  s u b s e c t i o n  ( g ) , e a c h  p a r t i c i p a n t  r e c e i v e s  t h r e e  y e a r s  
o f  c r e d i t  t o  u s e  t o  m e e t  e l i g i b i l i t y  r e q u i r e m e n t s  f o r  
r e t i r e m e n t  o r  t o  i n c r e a s e  t h e  a m o u n t  o f  b e n e f i t s  t o  w h i c h  
t h e  e m p l o y e e  i s  e n t i t l e d .

U n d e r  s u b s e c t i o n  ( h ) , i n  d e t e r m i n i n g  w h e t h e r  a n  e m p l o y e e  i n  
TRS i s  e l i g i b l e  t o  r e t i r e ,  o n l y  s e r v i c e  c r e d i t  f o r  a n  e m ­
p l o y e r ,  t e r r i t o r i a l  s e r v i c e ,  a n d  A l a s k a  B I A  s e r v i c e  m a y  b e  
c o u n t e d .  T h i s  e x c l u d e s  o u t s i d e  s e r v i c e  a n d  m i l i t a r y  s e r ­
v i c e .  F o r  e m p l o y e e s  i n  P E R S ,  o n l y  s e r v i c e  c r e d i t  f o r  a n  
e m p l o y e r  u n d e r  t h e  PERS d e f i n i t i o n  m a y  b e  u s e d  i n  d e t e r m i n ­
i n g  e l i g i b i l i t y  t o  r e t i r e .  H o w e v e r ,  u n d e r  s e c t i o n  7 ,  
c e r t a i n  s t a t e  e m p l o y e e s  m a y  r e c e i v e  c r e d i t  f o r  e m p l o y m e n t  
w i t h  a  p o l i t i c a l  s u b d i v i s i o n  o r  p u b l i c  o r g a n i z a t i o n  b e f o r e  
t h e  p o l i t i c a l  s u b d i v i s i o n  o r  p u b l i c  o r g a n i z a t i o n  b e g a n  t o  
p a r t i c i p a t e  i n  TRS o r  P E R S .

S e c t i o n  3 a u t h o r i z e s  s t a t e  a g e n c i e s  t o  a d o p t  r e t i r e m e n t  
i n c e n t i v e  p l a n s  t o  b e  i n  o p e r a t i o n  f r o m  S e p t e m b e r  3 0 ,  1 9 8 9 ,  t o  
M a r c h  3 1 ,  1 9 9 0 .  P a r t i c i p a t i o n  i s  l i m i t e d  t o  e m p l o y e e s  w h o  
h a v e  b e e n  c o n t i n u o u s l y  e m p l o y e d  b y  t h e  s t a t e  s i n c e  J a n u a r y  
1 ,  1 9 8 9  o r  w h o  w e r e  l a i d  o f f  o n  o r  a f t e r  t h a t  d a t e .  C o m m i s ­
s i o n e r s ,  d e p u t y  c o m m i s s i o n e r s ,  a n d  a s s i s t a n t  c o m m i s s i o n e r s  
a r e  n o t  e l i g i b l e  t o  p a r t i c i p a t e .  E m p l o y e e s  w h o  p a r t i c i p a t e  
m u s t  b e  a p p o i n t e d  t o  r e t i r e m e n t  o n  o r  b e f o r e  N o v e m b e r  1 ,
1 9 9 0 .

S e c t i o n  A a u t h o r i z e s  t h e  g o v e r n i n g  b o d y  o f  a  p o l i t i c a l  
s u b d i v i s i o n  o r  a  p u b l i c  o r g a n i z a t i o n  p a r t i c i p a t i n g  i n  PERS 
t o  i m p l e m e n t  a  r e t i r e m e n t  i n c e n t i v e  p l a n  f r o m  S e p t e m b e r  3 0 ,  
1 9 8 9  t h r o u g h  M a r c h  3 1 ,  1 9 9 0 .  A p a r t i c i p a t i n g  e m p l o y e e  m u s t  
b e  a p p o i n t e d  t o  r e t i r e m e n t  o n  o r  b e f o r e  N o v e m b e r  1 ,  1 9 9 0 .

S e c t i o n  5 a u t h o r i z e s  t h e  B o a r d  o f  R e g e n t s  t o  a d o p t  a  
r e t i r e m e n t  i n c e n t i v e  p l a n  f o r  t h e  U n i v e r s i t y  o f  A l a s k a .  
A p p l i c a t i o n s  w i l l  b e  a c c e p t e d  o n l y  f r o m  J u n e  3 0 ,  1 9 8 9 ,  
t h r o u g h  D e c e m b e r  3 1 ,  1 9 8 9  a n d  p a r t i c i p a n t s  m u s t  b e  a p p o i n t e d  
t o  r e t i r e m e n t  o n  o r  b e f o r e  A u g u s t  1 ,  1 9 9 0 .

S e c t i o n  6 a u t h o r i z e s  e m p l o y e r s  u n d e r  TRS w h o  a r e  n o t  c o v e r e d  
b y  t h e  a u t h o r i z a t i o n  f o r  t h e  s t a t e  o r  t h e  u n i v e r s i t y  t o  
a d o p t  a  r e t i r e m e n t  i n c e n t i v e  p l a n ,  t o  b e  i n  o p e r a t i o n  f r o m  
J u n e  3 0 ,  1 9 8 9 ,  t h r o u g h  D e c e m b e r  3 1 ,  1 9 8 9 .  P a r t i c i p a n t s  m u s t  
b e  a p p o i n t e d  t o  r e t i r e m e n t  o n  o r  b e f o r e  A u g u s t  1 ,  1 9 9 0 .
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S e c t i o n  7 p e r m i t s  c e r t a i n  v e s t e d  s t a t e  e m p l o y e e s  t o  r e c e i v e  
c r e d i t  f o r  s e r v i c e  w i t h  a  p o l i t i c a l  s u b d i v i s i o n  o r  p u b l i c  
o r g a n i z a t i o n  b e f o r e  t h e  p o l i t i c a l  s u b d i v i s i o n  o r  o r g a n i z a ­
t i o n  b e g a n  t o  p a r t i c i p a t e  i n  t h e  r e t i r e m e n t  s y s t e m .  T h e  
c r e d i t e d  s e r v i c e  c a n  o n l y  b e  u s e d  t o  d e t e r m i n e  e l i g i b i l i t y  
t o  r e t i r e .  U s e  o f  t h i s  c r e d i t e d  s e r v i c e  i s  l i m i t e d  t o  
e m p l o y e e s  w h o s e  r e t i r e m e n t  c o n t r i b u t e s  t o  t h e  o v e r a l l  c o s t  
s a v i n g s  o f  t h e  a g e n c y .

S e c t i o n  8 s e t s  o u t  r e m e d i e s  t h e  s t a t e  m a y  u s e  t o  c o l l e c t  t h e
e m p l o y e r 1s  s h a r e  o f  t h e  c o s t s  o f  t h e  p r o g r a m .

S e c t i o n  9 e s t a b l i s h e s  p e n a l t i e s  f o r  a  p e r s o n  w h o  h a s  r e t i r e d  
u n d e r  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  i f  t h e  p e r s o n  r e t u r n s  
t o  w o r k  i n  a n y  j o b  t h a t  i s  c o v e r e d  b y  e i t h e r  PERS o r  T R S .
S u b s e c t i o n  ( b )  p r o h i b i t s  a  p a r t i c i p a n t  i n  t h e  r e t i r e m e n t
i n c e n t i v e  p r o g r a m  f r o m  b e i n g  e m p l o y e d  b y  o r  e n t e r i n g  i n t o  a  
p e r s o n a l  s e r v i c e s  c o n t r a c t  w i t h  t h e  s t a t e  f o r  o n e  y e a r  a f t e r  
t h e  p e r s o n  r e t i r e d .

S e c t i o n  10 r e q u i r e s  s t a t e  a g e n c i e s  t o  r e p o r t  t o  t h e  O f f i c e  
o f  M a n a g e m e n t  a n d  B u d g e t  o n  t h e  e f f e c t  o f  t h e  r e t i r e m e n t  
i n c e n t i v e  p r o g r a m  o n  t h e  a g e n c y ' s  p e r s o n a l  s e r v i c e s  c o s t  a n d  
o p e r a t i o n .  OMB i s  r e q u i r e d  t o  r e p o r t  t o  t h e  l e g i s l a t u r e  
f r o m  1991  t o  1 9 9 4  o n  t h e  e f f e c t  o f  t h e  p r o g r a m  o n  s t a t e  
o p e r a t i o n s  a n d  p e r s o n a l  s e r v i c e s  c o s t s .

S e c t i o n  11 m a k e s  c l e a r  t h a t  a n  e m p l o y e e  d o e s  n o t  h a v e  a  
r i g h t  t o  r e c e i v e  a  r e t i r e m e n t  i n c e n t i v e  u n t i l  t h e  o r g a ­
n i z a t i o n a l  u n i t  i n  w h i c h  t h e  e m p l o y e e  w o r k s  h a s  b e e n  d e s ­
i g n a t e d  a n d  a  p a r t i c i p a t i o n  a g r e e m e n t  s i g n e d .

S e c t i o n  12  p e r m i t s  e l i g i b l e  TRS a n d  PERS m e m b e r s  w h o  f i l e  
t i m e l y  a p p l i c a t i o n s  t o  p a r t i c i p a t e  i n  t h e  r e t i r e m e n t  i n c e n ­
t i v e  p r o g r a m  e v e n  t h o u g h  t h e  p r o g r a m  i s  r e p e a l e d  i n  b i l l  
s e c t i o n  1 4 .

S e c t i o n  13  a p p l i e s  t h e  TRS a n d  PERS d e f i n i t i o n s  t o  t h i s  
b i l l .

S e c t i o n  14  r e p e a l s  t h e  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  a n d  a u -  
t h o r i z a t i o n s  o n  J u l y  1 ,  1 9 9 i .

S e c t i o n  15  i s  a n  i m m e d i a t e  e f f e c t i v e  d a t e  c l a u s e .

I f  I  m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

T C : g c  
W K G 8 /0 1 8



OFFERED I N  THE SENATE 

TO :  CSSB 7 3 ( H E S S )

BY DUNCAN

P a g e  7 ,  l i n e  1 8 ,  a f t e r  " a g e n c y " :

I n s e r t  " o t h e r  t h a n  a  p e r s o n a l  s e r v i c e s  c o n t r a c t  w i t h  t h e  U n i v e r s i t y  o f  

A l a s k a .  T h i s  s u b s e c t i o n  d o e s  n o t  p r o h i b i t  t h e  u n i v e r s i t y  f r o m  e n t e r i n g  

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

t h e  p r o g r a m  d u r i n g  t h e  y e a r  i m m e d i a t e l y  f o l l o w i n g  t h e  e m p l o y e e ' s  r e t i r e ­

m e n t "

J P  :

Kjv O/j
A p c p r E b

- l - 3/28/89
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SB 73 - LETTER OF INTENT 3/31/89
#

T t  i s  t h e  L e g i s l a t u r e ' s  i n t e n t  t h a t  t h e  O f f i c e  o f  Ma n a g e m e n t  a n d ~  

B u d g e t  o n l y  a l l o w  D i r e c t o r s  t o  p a r t i c i p a t e  i n  t h e  R e t i r e m e n t  

I n c e n t i v e  P r o g r a m  i f  t h e y  a r e  l o n g - t e r m ,  c a r e e r  S t a t e  e m p l o y e e s

AND THAT EACH D I R E C T O R  P O S I T I O N  W H ICH  I S  ALLOWED TO P A R T I C I P A T E  

DEMONSTRATE  AN O V E R A L L  COST  S A V IN G S  FOR  T H E I R  AGENCY .



i
ASSOCIATION OF ALASKA SCHOOL BOARDS
316 W. 11th St. • Ju n e a u . A laska 99801-1510 (907) 586-1083

M a r c h  2 8 ,  1 9 8 9

S e n a t o r  J o h n e  B i n k l e y ,  C o - C h a i r  
S e n a t o r  R i c k  U e h l i n g ,  C c - C h a i r  
S e n a t e  F i n a n c e  C o m m i t t e e  
B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  S e n a t e  B i l l  7 3  - An  A c t  r e l a t i n g  t o  r e t i r e m e n t  i n c e n t i v e  
p r o g r a m s  f o r  t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m  a n d  
t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m .

D e a r  S e n a t o r s  B i n k l e y  a n d  U e h l i n g :

T h e  A s s o c i a t i o n  o f  A l a s k a  S c h o o l  B o a r d s  w o u l d  l i k e  t o  l e n d  
i t s  s u p p o r t  t o  SB 7 3 ,  w h i c h  w o u l d  r e i m p l e m e n t  t h e  r e t i r e m e n t  
i n c e n t i v e  p r o g r a m  e s t a b l i s h e d  i n  1 9 8 6 .

When  s c h o o l  d i s t r i c t s  a r o u n d  t h e  s t a t e  w e r e  f a c e d  w i t h  a  
s e r i o u s  r e d u c t i o n  i n  r e v e n u e s  i n  1 9 8 6  t h e y  w e r e  a b l e  t o  
r e a l i z e  c o n s i d e r a b l e  s a v i n g s  a n d  r e d u c e  p r o f e s s i o n a l  s t a f f  
t h r o u g h  a t t r i t i o n  b y  e n c o u r a g i n g  t h e  u s e  o f  t h e  r e t i r e m e n t  
i n c e n t i v e  p r o g r a m .

D i s t r i c t s  a r e  s t i l l  i n  a  p o s i t i o n  o f  t r y i n g  t o  c u t  b u d g e t s ,  
b u t  f i n d  t h a t  t h e r e  a r e  n o t  m a n y  a r e a s  t h a t  t h e y  h a v e  m u c h  
l a t i t u d e  t o  c u t .  By h a v i n g  t h e  o p p o r t u n i t y  t o  u t i l i z e  t h e  
r e t i r e m e n t  i n c e n t i v e  p r o g r a m  a g a i n ,  e c o n o m i e s  c o u l d  p o s s i b l y  
b e  e f f e c t e d .

We w o u l d  e n c o u r a g e  t h e  S e n a t e  F i n a n c e  C o m m i t t e e  t o  t a k e  
f a v o r a b l e  a c t i o n  o n  t h i s  b i l l .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .

S i p ^ e r e l y ,

C a r l  F . N .  R o s e  
E x e c u t i v e  D i r e c t o r



PO. Bo* V 
State Capitol 

Juneau. Alaska 99811 
Phone: (907) A65-31U

TO: Senator Mitch Abood

Alaska State Senate

ATTN: Carol Horos

FROM: Paula d. Scaver

Researcher

DATE: March 13, 1987

RE: Retirement Incentive Program

Attached are my findings on the people w ho have retired under the 

Retirement Incentive Program. I have also included comments from various 

personnel officers on how RIP is w o r king or not working in their 

departments and school districts.

I was not able to include the University retirees in my research, 

because my letter of February IS, 1987 (copy attached} was never 

answered, nor were any of my phone calls.

If you have any questions, please contact me.

Attachment:



RETIREMENT INCENTIVE PROGRAM (RIP)

The benefits and costs of the Early Retirement Incentive Program 

can be looked at from several angles as different departments had 

different philosophies on what the objectives were for this particular 

program. One school district has a formula that if a persons age and 

years of service equaled 70, then you qualify. Using this formula the 

school district immediately is able to show whether there is a savings 

on someone who fills that position. No other department or school 

district has a similar approach on who qualifies for RIP and who 

doesn't. I did not come across any other formulas.

The school districts and state departments also have different 

unions and personel rules. In general, school districts have more 

flexibility by filling positions at a lower pay scale. Wh e n  a teacher 

with many years of service at the highest pay scale retires, the school 

district can hire a teacher right out of college at the lowest pay scale 

showing significant savings. State employee union and personel rules 

dictate that when a position is open in state government, the position 

is available to other state employees regardless of y e a r s  of service.

The position can be filled at a lower, equal, or even h igher pay step, 

resulting in less cost savings, if any at all.

Chart 1 shows that there are 165 vacancies within the retiree 

positions. These positions are vacant for various reasons which 

include:

1. To help relieve the "budget crisis".

2. To help pay for a position somewhere else that was

filled at a higher range or stec.

3. The position may be deleted or,

A. Position not filled yet, recruitment in progress.

There are as many state personnel officers ocoosed to extending the 

program as there are in favor of extending the program. Some personnel 

officers indicate that if the program is extended the "old timers will 

stay till the very end, and we need them to leave now for the savings".

Chart 2 shows exempt positions that retired under the Retirement 

Incentive Program.

The "Other" column includes exempt positions with commissions and 

corporations that are contained within these departments.

Those departments not listed did not have any e x e m p t  employee that 

retired under RIP. I might add that one department's personnel officer 

had the understanding that exempt employees were not eligible for the 
RIP program.



Chart 3 is a list of the state employees that retired un d e r  RIP and 

the department's cost was more than $ 50,000.

School district personnel officers made the most comments on 

w h e ther or not RIP was working. They pointed out that there is b igger 

savings in their Teacher Retirement/RIP as opposed to their Public 
Employee/RIP.

I talked to nine school districts with the largest number o f  

retired teachers. They all agreed that there are substantial savings as 

they could hire teachers at the lowest pay scale to fill the highest pay 

scale retirees because of the flexibility of the hiring regulations. Two 

of the personnel officers were adamant that RIP not be extended until 

next y e a r  or the year after. The school district finds it n e c e s s a r y  to 

get rid of their highest paid teachers now, since they de s p e r a t e l y  need 

the savings. In fact one school district is paying a monetary bonus if a 

teacher will sign up for RIP before the end of this month (the bonus is 

based at $50 per year of service and 2% of the teacher's salary).

Since the Anchorage School District has not performed any analysis 

or tracking of their RIP positions, Chart 4 does not iclude the 

Anchorage School District.



AGENCY
■ " ■ ' ' P
♦DELETED VACANT FILLED

AT
HIGHER
RANGE

FILLED
AT

HIGHER
STEP

FILLED
AT

LOWER
RANGE

FILLED CHANGED 
AT FROM

LOWER FULLTIME 
STEP TO

PARTTIME

. • ,

FILLED 
AT 

EQUAL 
RANGE 
\STEP

FILLED
AT

LOWER
MONTHLY
SALARY

§8
■ ■■. : •: t  - V  k

TOTAL

Governor 2
Revenue 4
M. Affair 1
Correc. 2
CRA 1
LEG.AFF. 3 1
DEC 1
LAW 2 1
DOT 9 69
DNR 15 2
COMM. 4 3
LEG.Audit 1
Labor 2 7
ADMIN 5 5
EDUC 6 6
P.Safety 2 26
HESS 3 30
Fish&Game 11 7

5
11
2

13
X 2

4
1 3

3
13 142
3 26
2 11

1
1 15

29
17
42

1 73
2 33

TOTALS 66 165 41 119 24 432

*Deleted in FY 87 or FY 88 Budget 
** 1 of these positions is now vacant
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G o v e r n o r
R e v e n u e
Education
DOT
C o r r e c t i o n s
CRA
Public Safety 
Leg. Affairs 
Leg. Audit 
Fish & Game 
DHR
C o m m e r c e
DEC
Admin
HESS

TOTALS



EMPLOYEES RETIRED UNDER RIP 

THROUGH FEBRUARY 1, 1987 

WITH EMPLOYER COST HIGHER THAN $50,000

AGENCY NAME COST

Department of Administration

Krefting, Carl T. S 64,545

Wheeler, Micheal H. 78,707

Department of Revenue

Kimlinger, Ralph W. 62,592

Department of Health and Social Services

Smith, Eugene A. 59,704

McCombs, Jack G. 53,005

Eldemar, Mar y  64,625

Jenkins, Peter 54,872

Department of M i l i t a r y  Affairs

Hoyt, John V. 71,468

Department of Natural Resources

Gallamore, Paul 56,185

Department of Fish and Game

Pegau, Robert E. 56,995

Eaton, Martin Frank 57,170

Gwartney, Louis A. 52,600

Moberly, Stanley A. 73,559

Department of Public Safety

Preston, Charles 55,001

Johnston, 54,119

Lucking, John 89,433

Rieth, Lewis 65,793

K o z i c z k o w s k i , Stanley 57,513

Henslee, Lawrence 63,988

Miller, Charles E. 55,180

Detemple, Joseph 66,297

Short, Floyd 52,281

Brown, Robert 55,264
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Troutman, Mark 

Kolivosky, Michael 

Barnard, Samuel 

Cole, George B.

D epartment of Transportation

Harrington, Basil R. 

Jennings, Kenneth 
Johnson, Donald 

Dittman, William S. 

Ross, Doyle W. 

Whitehead, Jack G. 

Wiebe, Ray 

P a u l , Eldred 

Cameron, Harold A. 

Vanness, Michael C. 
Koeblin, Howard 

Benham, Loran 

Johnson, Melvin 

Bellville, Maurice G. 

Brown, Wilson E. Jr. 

Sparks, Warren S. 

Davis, Paul R.

Banks, Robert F.

G i l l , Larry S.

UNIVERSITY PERS

Brooks, Glenn P.

$ 5 5 ,1 3 4  
5 0 ,9 8 7
9 0 ,3 3 7
5 7 ,5 9 7

5 8 ,3 5 8
5 5 ,7 6 9
5 4 ,9 2 8
7 9 ,9 4 7
8 4 ,2 7 6
5 8 ,8 5 5
5 4 ,7 7 3
5 1 ,5 6 7
8 6 ,4 5 5
5 1 ,9 0 7
6 0 ,3 4 9
5 1 ,3 6 9
6 5 ,3 6 7
7 1 ,2 6 5
5 3 ,3 7 4
3 0 , 6 5 3
5 2 ,8 1 9
9 2 ,0 8 0
7 8 ,3 7 8

5 2 ,8 0 7

•2-



SCHOOL DELETED
DISTRICT POSITIONS

Fairbanks 1
Kodiak
Nenana 1
Mat-Su 6
Sitka
Kenai 7
Cooper River 2
Juneau

FILLED AT FILLED AT
HIGHER LOWER
PAY SCALE PAY SCALE

15
1 3

2
1
1
7
4
3

FILLED AT TOTAL
EQUAL
PAY SCALE

16'
4

1 4
2 9

1
14

1 7
3

TOTALS 17 1



S e n a t e  Advisory C ouncil
PO Box V 

State Capitol 
Juneau. Alaska 99811 
Phone (907)465-3114

February 20, 1987

Wendy Redman, Acting Director 

Human Resource Development 

University of Alaska 

1 Bunnell Building 

Fairbanks, AK 99775

Dear Ms. Redman;

The Senate Advisory Council has been requested to research the Early 

Retirement Incentive Program. Specifically wh a t  happened to the position that 

the retiree held? Was the position filled by an individual at a lower or equal 

pay scale? Or was the position filled by someone at a higher pay scaie and 

savings taken from a position elsewhere in the department?

Enclosed you will find a list o f the people in your deoartment who retired 

under the Early Retirement Incentive Program. Your timely response in a n s w e r i n g  

the above questions concerning the positions and oeople listed would be g r e a t l y  
appreciated.

Thank you for your assistance.

Paula D. Scavera 

Researcher

PDS:jts

Enclosure



UNIVER S I T Y  P E R S

DIVISION OP R E T I R E M E N T  AND BENEFITS 
UNIVERSITY OF A L A S K A  PF.RS AND TRS 

E M P L OYEES R E T I R E D  UNDER RIP 
THROUGH F E B R U A R Y  1 , 198?

S H U E , JANE 86-1 1 •RF' 13-00-01 41 24
DOUDING, FIELDER G 36-1 1 RP 13-00-01 4241
CROldE, RONALD G. 86-1 1 RP 13-00-01 20774
TAYLOR, YOUNG S 36-1 1 RP 13-00-01 10881
L A N G F E L D T - H A A L A N D , S 86-1 1 RP 13-00-01 1 9470
WATSON, JEANNE A 86-1 1 RP 13-00-01 1 1633
LAMBERT, MARGARET M 86- 1 1 RP 13-00-01 13037
HENDRICKSON, JAMES A 86-1 1 RP 13-00-01 29293
NETTLE, ROBERT U 86-1 1 RP 13-00-01 1850?
MANSELL, CLARKE S 36-1 1 RP 13-00-01 23977
OUTCALT, DAVID L 86- 1 1 RP 13-00-01 1 1 420
SMALL, G EORGE E 86-1 1 RP 1 3-00-01 1 3903
ALLISON, CAROL id 86-11 RP 13-00-01 2091 4
ANDERSON, JOY M 86-1 1 RP 13-00-01 22825
CHALDER, C H R I STINE A 86-1 1 RP 13-00-01 41 90
HONG, YANG M 86-1 1 RP 1 3-00-01 4391
GRANT, JULIUS 86-12 RP 13-00-01 23735
PFISTERER, FRITZ 36-12 RP 13 00-01 / 735
MENDENHALL, KEITH J 86- 1 2 RP 13-00-01 1 6455
SHILLING, ANNA F 36-12 RP 13-00-01 45767
NELSON, JOAN 86-1 2 RP 1 3-00-01 1 7662
BLAHUTA, LUDVIK A 36-1 2 RP 13-00-01 25278
KIRKMAN, BURREL G 86- 1 2 RP 13-00-01 23255
LANDERS, JAMES E 37-01 RP 13-00-01 19016
DAVIS, CHARLES 87-01 RP 13-00-01 1 3049
ATKINS, WILBUR E 37-01 RP 13-00-01 21 58 4
R I E W E , DOLLY V 87-01 RP 13-00-01 20689
LYTLE, RICHARD F 37-01 RP 13-00-01 24526
BROOKS, GLENN P 87-01 P 13-00-01 52G07
OWENS, LUKE 87-02 P 13-00-01 10212
SPOONER, MARLENE W 87-02 P 13-00-01 27882

TOTALS 31 R E T I R E E S 588,392

U N I V E R S I T Y  TRS

DE STEFANO, PETER 
MCLAUGHLIN, LAUREL 
MOORE, ANNABELLE F 
FULLER, WILLIAM B 
PENNEBAKER, W I L L I A M  
LOGAN, FORDYCE P .JR 
SMITH, JAMES A

86- 1 1 RT 33-00-01 1 71 82
87-01 T 33-00 -01 37256
87-01 RT 33-00-01 21 728
87-01 RT 33-00 -01 1 7024
87-01 T 33-00-01 21 551
87-01 RT 33 -00 -01 1 7221
87-01 RT 33-00 01 '>94 AA





P r o v i d e d  b y  S e n a t o r 3 / 1 / 8 9

PUBLIC EMPLOYEES' RETIREMENT SYSTEM RETIREMENT 
INCENTIVE PROGRAM AUDIT 

SUMMARY OF SCHEDULE OF RIP COST SAVINGS, p a g e s  9 - 1 1

T o t a l  P o s i t i o n s  M a t c h e d  w i t h  F Y  8 9  P a y r o l l  F i l e :

7 3 1  P O S I T I O N S  
S a l a r y  o f  R I P  R e t i r e e s  
S a l a r y  o f  C u r r e n t  O c c u p a n t s  
S a v i n g s / L o s s

$ 3 0 , 1 4 7 , 7 8 3  
2 6 , 8 4 7 . 4 3 7  

$ 3 , 3 0 0 , 3 4 6

T o t a l  P o s i t i o n s  N o t  B u g e t e d  i n  F Y  8 9  PACS F i l e -

1 5 8  p o s i t i o n s  
S a l a r y  o f  RIP R e t i r e e s  
S a l a r y  o f  C u r r e n t  O c c u p a n t s  
S a v i n g s / L o s s

$ 7 , 3 7 8 , 7 0 4
0

$ 7 , 3 7 8 , 7 0 4

T o t a l  P o s i t i o n s  B u d g e t e d  i n  PACS F i l e  b u t  C u r r e n t l y  U n f i l l e d :

8 3  p o s i t i o n s  
S a l a r y  o f  R I P  R e t i r e e s  
S a l a r y  o f  C u r r e n t  O c c u p a n t s  
S a v i n g s / L o s s

$ 3 , 2 6 5 , 2 1 5
0

$ 3 , 2 6 5 , 2 1 5



T H E  F O L L O W I N G  D O C U M E N T  H A S  

N O T  B E E N  F I L M E D  B U T  I S  

A V A I L A B L E  I N  T H E  O R I G I N A L '  

F I L E



A REPORT ON THE 
DEPARTMENT OF ADM IN IS TRATIO N 

PU BLIC EMPLOYEES’ RETIREMENT SYSTEM 
RETIREMENT I N C E N T IV E  PROGRAM

M a y  1 6 ,  3 9 8 6  -  O c t o b e r  1 ,  1 9 8 7

A u d i t  C o n t r o l  N u m b e r  

0 2 - 1 3 2 7 - 8 9 - S

C o m m i s s i o n e r ,  D e p a r t m e n t  o f
A d m i n i s t r a t i o n  J o h n  M. A n d r e w s

D e p u t y  C o m m i s s i o n e r s ,  D e p a r t m e n t
o f  A d m i n i s t r a t i o n  C h a r l e s  E .  T a y l o r

J a m e s  J .  F o x

Sr*,E °r ALASKA DIVISION OF LEGISLATIVE AUDIT
9tu '6  /?£/>#e T —
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TH E LEG ISLA TU RE

BUDGET AND AUDIT COMMITTEE j

■B ■J'V

AUDIT DIVIS, 5W 
BO. B O X  IVJUNEAU, ALASKA 99811-3300

m

F e b r u a r y  8 ,  1 9 8 9

M e m b e r s  o f  t h e  L e g i s l a t i v e  B u d g e t  
a n d  A u d i t  C o m m i t t e e :

I n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  T i t l e  2 4  o f  t h e  A l a s k a  
S t a t u t e s ,  t h e  a t t a c h e d  r e p o r t  i s  s u b m i t t e d  f o r  y o u r  r e v i e w .

A REPORT ON THE 
DEPARTMENT OF ADM IN IS TRATIO N 

PU BLIC EMPLOYEES'  RETIREMENT SYSTEM 
RETIREMENT IN C E N T IV E  PROGRAM

M ay 1 6 ,  1 9 8 6  -  O c t o b e r  1 ,  1 9 8 7

A u d i t  C o n t r o l  N u m b e r  

0 2 - 1 3 2 7 - 8 9 - S

A s  s t a t e d  i n  t h e  R e p o r t  O b j e c t i v e s ,  S c o p e ,  a n d  M e t h o d o l o g y  
S e c t i o n ,  t h e  A u d i t  p r i m a r i l y  i n v o l v e d  d e t e r m i n i n g  t h e  
e s t i m a t e d  c o s t  s a v i n g s  t o  t h e  S t a t e  o f  A l a s k a  a s  a  r e s u l t  o f  
s t a t e  e m p l o y e e s  e n r o l l e d  i n  t h e  P u b l i c  E m p l o y e e s '  R e t i r e m e n t  
S y s t e m  a n d  p a r t i c i p a t i n g  i n  t h e  R e t i r e m e n t  I n c e n t i v e  P r o g r a m  
a s  e n a c t e d  b y  C h a p t e r  2 6 ,  SLA 1 9 8 6 .  T h i s  a u d i t  w a s  c o n ­
d u c t e d  i n  a c c o r d a n c e  w i t h  g e n e r a l l y  a c c e p t e d  g o v e r n m e n t a l  
p e r f o r m a n c e  a u d i t i n g  s t a n d a r d s .

R a n d y  y .  W e l k e r ,  CPA 
L e g i s l a t i v e  A u d i t o r  
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t





REPORT OBJECTIVES, SCOPE, AND METHODOLOGY

I n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  T i t l e  2 4  o f  t h e  A l a s k a  
S t a t u t e s ,  a  r e v i e w  w a s  c o n d u c t e d  t o  d e t e r m i n e  t h e  e s t i m a t e d  
c o s t  s a v i n g s  r e s u l t i n g  f r o m  S t a t e  o f  A l a s k a  e m p l o y e e s  
p a r t i c i p a t i n g  i n  t h e  R e t i r e m e n t  I n c e n t i v e  P r o g r a m  ( R I P ) .  
T h e  o b j e c t i v e s ,  s c o p e ,  a n d  m e t h o d o l o g y  o f  o u r  r e v i e w  w e r e  a s  
f o l l o w s :

O b j e c t i v e s

C h a p t e r  2 6 ,  SLA 1 9 8 6  c r e a t e d  a  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  
f o r  m e m b e r s  o f  t h e  P u b l i c  E m p l o y e e s '  R e t i r e m e n t  S y s t e m  a n d  
T e a c h e r s '  R e t i r e m e n t  S y s t e m .  T h e  s t a t e d  p u r p o s e  o f  t h i s  
l e g i s l a t i o n ,  e f f e c t i v e  M a y  1 6 ,  1 9 8 6  w a s :

S i n c e  i t  i s  n e c e s s a r y  f o r  s t a t e  a g e n c i e s  a n d  m a y  
b e  n e c e s s a r y  f o r  o t h e r  e m p l o y e r s  w h o  p a r t i c i p a t e  
i n  t h e  s t a t e  r e t i r e m e n t  s y s t e m s  t o  r e d u c e  t h e i r  
p e r s o n a l  s e r v i c e s  c o s t s  b e c a u s e  o f  d e c l i n i n g  s t a t e  
r e v e n u e ,  a  p r o g r a m  e n c o u r a g i n g  e m p l o y e e s  t o  r e t i r e  
v o l u n t a r i l y  m a y  r e d u c e  t h e  h a r d s h i p  o f  l a y o f f s .
T h i s  p r o g r a m  i s  i n t e n d e d  t o  r e a l i z e  s u f f i c i e n t  
e c o n o m i e s  t o  o f f s e t  t h e  c o s t  o f  a d m i n i s t r a t i o n  a n d  
b e n e f i t s  t o  t h e  s t a t e  a g e n c i e s  a n d  o t h e r  e m p l o y e r s  
r e s u l t i n g  f r o m  t h e  a w a r d  o f  r e t i r e m e n t  c r e d i t s  a n d  
t o  r e s u l t  i n  a  n e t  r e d u c t i o n  i n  p e r s o n a l  s e r v i c e s  
c o s t s  t o  t h e  s t a t e  o r  o t h e r  e m p l o y e r  d u r i n g  a  
p e r i o d  o f  d e c l i n i n g  r e v e n u e .

T h e  o b j e c t i v e  o f  o u r  r e v i e w  w a s  t o  d e t e r m i n e  t h e  a m o u n t  o f  
c o s t  s a v i n g s  a s  a  r e s u l t  o f  s t a t e  e m p l o y e e s  p a r t i c i p a t i n g  i n  
R I P .  T h e  s c o p e  o f  o u r  r e v i e w  a n d  m e t h o d o l o g y  u s e d  t o  m e e t  
t h i s  o b j e c t i v e  f o l l o w s .

S c o p e  a n d  M e t h o d o l o g y

A l l  e x e c u t i v e  b r a n c h  e m p l o y e e s  ( e x c l u d i n g  t h e  U n i v e r s i t y  o f  
A l a s k a )  e n r o l l e d  i n  t h e  P u b l i c  E m p l o y e e s '  R e t i r e m e n t  S y s t e m ,  
p a r t i c i p a t i n g  i n  R I P  b e t w e e n  May 1 6 ,  1 9 8 6  t o  O c t o b e r  1 ,
1 9 8 7 ,  a n d  h a v i n g  p o s i t i o n  c o n t r o l  n u m b e r s  ( P C N s )  w e r e  
r e v i e w e d .

I n  o r d e r  t o  c a l c u l a t e  t h e  e s t i m a t e d  c o s t  s a v i n g s  i n  p e r s o n a l  
s e r v i c e  c o s t s  a s  a  r e s u l t  o f  e m p l o y e e s  p a r t i c i p a t i n g  i n  R I P ,  
w e  o b t a i n e d  a  l i s t i n g  o f  r e t i r e e s  f r o m  t h e  D e p a r t m e n t  o f  
A d m i n i s t r a t i o n ,  D i v i s i o n  o f  R e t i r e m e n t  a n d  B e n e f i t s .  T h e  
l i s t i n g ,  d a t e d  N o v e m b e r  9 ,  1 9 8 7  p r o v i d e d  u s  w i t h  t h e  r e t i r ­
i n g  e m p l o y e e ' s  n a m e ,  s o c i a l  s e c u r i t y  n u m b e r ,  a n d  e m p l o y e r ' s  
R I P  c o s t  b y  d e p a r t m e n t .

STATE OF ALASKA -1- DIVISION OF LEGISLATIVE AUDIT



A c o m p u t e r  m a t c h  o f  s o c i a l  s e c u r i t y  n u m b e r s  w i t h  t h e  S t a t e ' s  
p a y r o l l  h i s t o r y  f i l e  w a s  d o n e  i n  o r d e r  t c  i d e n t i f y  t h e  PCN 
f r o m  w h i c h  t h e  e m p l o y e e  r e t i r e d .  T h e  m a t c h  a l s o  p r o v i d e d  u s  
w i t h  t h e  m o n t h l y  s a l a r y  o r  h o u r l y  r a t e  t h e  e m p l o y e e  w a s  
p a i d .  T o  d e r i v e  a t  a n  a n n u a l  ' s a l a r y ,  m o n t h l y  e m p l o y e e s '  
s a l a r i e s  w e r e  m u l t i p l i e d  b y  1 2  m o n t h s ,  i f  b u d g e t e d  f o r  12  
m o n t h s ,  a n d  h o u r l y  e m p l o y e e s '  s a l a r i e s  w e r e  m u l t i p l i e d  b y  
1 , 9 5 0  h o u r s ,  i f  b u d g e t e d  f o r  1 2  m o n t h s .  T h e  m a t c h  o f  s o c i a l  
s e c u r i t y  n u m b e r  t o  PCN s h o w e d  t h a t  s o m e  e m p l o y e e s  d i d  n o t  
h a v e  a  PCN s u c h  a s  r e t i r e e s  f r o m  t h e  P e r m a n e n t  F u n d  C o r p o r a ­
t i o n  a n d  m a r i n e  e m p l o y e e s .  T h e s e  w e r e  e x c l u d e d  f r o m  o u r  
a n a l y s i s .

T h e  n e w  l i s t i n g  o f  PC N s  g e n e r a t e d  a b o v e  w a s  m a t c h e d  w i t h  t h e  
S t a t e ' s  p a y r o l l  h i s t o r y  f i l e  f o r  t h e  p e r i o d  A u g u s t  1 9 8 8  
t h r o u g h  D e c e m b e r  1 9 8 8 .  I f  a  m a t c h  o c c u r r e d ,  w e  d e t e r m i n e d  
t h e  a n n u a l  s a l a r y  o f  t h e  c u r r e n t  o c c u p a n t  b a s e d  o n  t h e  
m o n t h l y / h o u r l y  r a t e .  I n  a d d i t i o n ,  w e  m a t c h e d  t h e  PCN w i t h  
t h e  FY 8 9  PACS ( P o s i t i o n  A c c o u n t i n g  C o n t r o l  S y s t e m )  f i l e  
t h a t  i s  m a i n t a i n e d  b y  t h e  O f f i c e  o f  t h e  G o v e r n o r ,  O f f i c e  o f  
M a n a g e m e n t  a n d  B u d g e t .  T h i s  m a t c h  p r o v i d e d  u s  w i t h  t h e  
n u m b e r  o f  m o n t h s  a  p o s i t i o n  w a s  b u d g e t e d .

I n  o r d e r  t o  s h o w  a  m o r e  a c c u r a t e  c o m p a r i s o n  o f  a n n u a l  s a l a r y  
s a v i n g s ,  w e  a d j u s t e d  t h e  a n n u a l  s a l a r y  f o r  t h e  r e t i r e d  
e m p l o y e e  a n d  t h e  c u r r e n t  e m p l o y e e  i f  t h e  n u m b e r  o f  m o n t h s  
b u d g e t e d  w a s  l e s s  t h a n  t w e l v e .  T h e  s a l a r y  o f  e m p l o y e e s  
r e t i r i n g  f r o m  PC N s  t h a t  r e m a i n  v a c a n t  o r  w a s  u n b u d g e t e d  i n  
t h e  FY 8 9  PACS f i l e  i s  c o n s i d e r e d  a s  a  s a v i n g s  b e c a u s e  t h e r e  
a r e  n o  c u r r e n t  c o s t s  a s s o c i a t e d  w i t h  t h e  v a c a t e d  PCN. 
F u r t h e r m o r e ,  o u r  r e v i e w  d i d  n o t  i n d i c a t e  t h a t  e m p l o y e e s  
r e t i r e d  f r o m  p o s i t i o n s  c u r r e n t l y  v a c a n t  h a d  b e e n  r e p l a c e d  
w i t h  a  n e w  p o s i t i o n  w h i c h  i s  c u r r e n t l y  f i l l e d .

N e x t ,  w e  c o m p a r e d  t h e  r e t i r e d  e m p l o y e e s '  s a l a r i e s  t o  t h e  
c u r r e n t  o c c u p a n t s '  s a l a r i e s  b y  p o s i t i o n  t o  d e t e r m i n e  i f  t h e  
p a r t i c i p a t i o n  i n  R I P  r e s u l t e d  i n  a  " s a v i n g s "  o r  " l o s s . "  
" S a v i n g s "  i s  d e f i n e d  a s  t h e  c u r r e n t  o c c u p a n t ' s  s a l a r y  b e i n g  
l e s s  t h a n  t h e  r e t i r e d  e m p l o y e e ' s  s a l a r y .  " L o s s "  i s  d e f i n e d  
a s  t h e  c u r r e n t  o c c u p a n t ' s  s a l a r y  b e i n g  g r e a t e r  t h a n  t h e  
r e t i r e d  e m p l o y e e ' s  s a l a r y .

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

STATE OF ALASKA
O -  t * - DIVISION OF LEGISLATIVE AUDIT



I n  a d d i t i o n  t o  t h e  m e t h o d o l o g y  u s e d  t o  d e t e r m i n e  t h e  c o s t  
s a v i n g s  o f  t h e  R I P  p r o g r a m ,  t h e  f o l l o w i n g  a r e  s o m e  
l i m i t a t i o n s  w e  i d e n t i f i e d .

1 .  O u r  c o m p u t a t i o n  o f  s a v i n g s  o n l y  s h o w s  t h e  s a v i n g s  i n  
t h e  p o s i t i o n  t h a t  r e t i r e d .  I t  d o e s n ' t  t a k e  i n t o  
a c c o u n t  t h e  s a v i n g s  f r o m  o t h e r  p o s i t i o n s  a f f e c t e d  
w i t h i n  t h e  S t a t e  i f  t h e  p o s i t i o n  w a s  f i l l e d  b y  a n o t h e r  
s t a t e  e m p l o y e e .

2 .  S o m e  p o s i t i o n s  w e r e  r e c l a s s i f i e d  a f t e r  t h e  e m p l o y e e  w a s  
r e t i r e d .  C o n s e q u e n t l y ,  t h e  c o s t  s a v i n g s / l o s s  c o m p a r i ­
s o n  m a y  b e  s k e w e d  f o r  t h e s e  p o s i t i o n s .

3 .  O u r  c o m p a r i s o n  e x c l u d e s  e m p l o y e e s  i n  w h i c h  t h e  PCN h a d  
m o r e  t h a n  o n e  e m p l o y e e  p a r t i c i p a t e  i n  R I P .  I n  t h o s e  
i n s t a n c e s ,  o n l y  t h e  f i r s t  e m p l o y e e  t o  p a r t i c i p a t e  i n  
R I P  a n d  t h e  c u r r e n t  o c c u p a n t  w e r e  p r e s e n t e d  o n  t h e  
s c h e d u l e .

4 .  T h e  c a l c u l a t i o n  o f  s a v i n g s / l o s s  w a s  o n l y  d e t e r m i n e d  f o r  
a n n u a l  s a l a r i e s ;  e m p l o y e e  b e n e f i t s  a r e .  n o t  i n c l u d e d .  
I n  a d d i t i o n ,  t h e  e f f e c t  o f  e m p l o y e e  m e r i t  i n c r e a s e s  
d u r i n g  t h e  y e a r  w a s  e x c l u d e d .

5 .  T h e  n e t  c o s t  o f  R I P  r e p r e s e n t s  t h e  e m p l o y e r ' s  c o s t  
e x c l u d i n g  a d m i n i s t r a t i v e  c h a r g e s  f o r  t h o s e  p o s i t i o n s  w e  
a n a l y z e d .

6 .  Som e  e x e c u t i v e  b r a n c h  e m p l o y e e s  t o o k  m a n d a t o r y  a n d  
v o l u n t a r y  p a y  c u t s  p r i o r  t o  r e t i r i n g  w h i l e  t h e  c u r r e n t  
o c c u p a n t ' s  s a l a r y  i n  t h a t  p o s i t i o n  r e f l e c t s  t h e  
r e i n s t a t e d  s a l a r y .  We d i d  n o t  a d j u s t  o u r  s c h e d u l e  f o r  
t h e s e  d i f f e r e n c e s .
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ORGANIZATION AND FUNCTION

C h a p t e r  2 6 ,  SLA 1 9 8 6  b e c a m e  e f f e c t i v e  o n  M a y  1 6 ,  1 9 8 6  a n d  
c r e a t e d  a  r e t i r e m e n t  i n c e n t i v e  p r o g r a m  f o r  m e m b e r s  o f  t h e  
P u b l i c  E m p l o y e e s '  R e t i r e m e n t  S y s t e m  ( P E R S )  a n d  t h e  T e a c h e r s '  
R e t i r e m e n t  S y s t e m  ( T R S ) .  T h e  p r o g r a m  p r o v i d e d  f o r  v e s t e d  
m e m b e r s  o f  e a c h  r e t i r e m e n t  s y s t e m ,  w h o  w e r e  e l i g i b l e  t o  
r e t i r e  w i t h i n  t h r e e  y e a r s ,  a  c r e d i t  o f  t h r e e  y e a r s .  T h e  a i m  
o f  t h e  p r o g r a m  w a s  t o  r e d u c e  p e r s o n a l  s e r v i c e  c o s t s  a n d  t o  
m i n i m i z e  t h e  n u m b e r  o f  i n v o l u n t a r y  l a y o f f s .

T h e  O f f i c e  o f  t h e  G o v e r n o r ,  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  
(O M B ) ,  D i v i s i o n  o f  B u d g e t  R e v i e w  i s s u e d  d e t a i l e d  g u i d e l i n e s  
o n  J u n e  1 1 ,  1 9 8 6  t o  s t a t e  a g e n c i e s  t o  f o l l o w  i n  i m p l e m e n t i n g  
t h e  R e t i r e m e n t  I n c e n t i v e  P r o g r a m  ( R I P ) . E m p l o y e e s  w i s h i n g  
t o  p a r t i c i p a t e  i n  t h e  p r o g r a m  h a d  t o  m e e t  t h r e e  r e q u i r e m e n t  
l e v e l s  i n  o r d e r  t o  q u a l i f y  f o r  R I P .

1 .  P e r s o n a l  E l i g i b i l i t y  -  B a s i c  r e q u i r e m e n t s  o f  a g e ,  
l e n g t h  o f  s e r v i c e ,  a n d  s t a t u s  w i t h  r e g a r d  t o  PERS o r  
TRS h a d  t o  b e  m e t .

2 .  D e s i g n a t e d  O r g a n i z a t i o n a l  U n i t s  -  T h e  i n d i v i d u a l  h a d  t o  
b e  e m p l o y e d  i n  a  p o s i t i o n  f a l l i n g  w i t h i n  a n  a g e n c y  
a s s i g n e d  j o b  c l a s s i f i c a t i o n ,  a n d  a u t h o r i z e d  i n  a n d  p a i d  
f r o m  a  d e s i g n a t e d  o r g a n i z a t i o n a l  u n i t .  S a v i n g s  t h e n  
h a d  t o  b e  s h o w n  t o  o c c u r  w i t h i n  j o b  c l a s s i f i c a t i o n s
w i t h i n  d e s i g n a t e d  o r g a n i z a t i o n a l  u n i t s  b e f o r e  a n y  
i n d i v i d u a l  c o u l d  r e t i r e  u n d e r  t h e  p r o g r a m .  A g e n c i e s
w e r e  g i v e n  c o m p l e t e  f r e e d o m  t o  s e l e c t  j o b  c l a s s i f i c a ­
t i o n s  a n d  o r g a n i z a t i o n  u n i t s  o f  t h e  g r e a t e s t  o r  l e a s t  
d e t a i l .

3 .  C e r t i f i c a t i o n  o f  S a v i n g s  -  A g e n c i e s  w e r e  r e q u i r e d  t o
f o r w a r d  e v i d e n c e  o f  c o s t  s a v i n g s  t o  OMB b a s e d  o n  t h e
j o b  c l a s s i f i c a t i o n s  a n d  o r g a n i z a t i o n a l  u n i t s  p a r t i c i ­
p a t i n g  i n  R I P .  O n c e  OMB c e r t i f i e d  t h e  s a v i n g s ,  f u n d s  
c o u l d  b e  e n c u m b e r e d  t o  p a y  f o r  t h e  c o s t  o f  R I P .

I n  c a l c u l a t i n g  t h e  s a v i n g s ,  OMB r e q u i r e d  a g e n c i e s  t o  i n c l u d e  
a l l  t h o s e  i n d i v i d u a l s  m e e t i n g  p e r s o n a l  e l i g i b i l i t y  r e q u i r e ­
m e n t s  a n d  w h o  w i s h e d  t o  p a r t i c i p a t e  i n  t h e  p r o g r a m .  W i t h i n  
a  j o b  c l a s s i f i c a t i o n  a n d  d e s i g n a t e d  o r g a n i z a t i o n a l  u n i t
e i t h e r  a l l  t h o s e  i n d i v i d u a l s  m u s t  h a v e  b e e n  a b l e  t o  p a r t i c i ­
p a t e  o r  n o n e  c o u l d .  I n  o t h e r  w o r d s ,  a n  o r g a n i z a t i o n a l  u n i t  
c o u l d  n o t  b e  d e s i g n a t e d  u n l e s s  a l l  t h o s e  w h o  m e t  b a s i c  
r e q u i r e m e n t s  a n d  w a n t e d  t o  p a r t i c i p a t e  w e r e  i n c l u d e d  i n  t h e  
c a l c u l a t i o n  o f  s a v i n g s .
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S a v i n g s  c o u l d  b e  a c h i e v e d  i n  o n e  o f  f o u r  w a y s .  A p o s i t i o n  
h e l d  b y  a  p e r s o n  r e t i r i n g  u n d e r  t h e  p r o g r a m  c o u l d  b e  f i l l e d  
b y  s o m e o n e  a t  a  l o w e r  s t e p  o r  r a n g e  w i t h i n  i t s  e x i s t i n g  j o b  
c l a s s ;  t h e  p o s i t i o n  c o u l d  b e  r e c l a s s e d  d o w n w a r d ;  o r  t h e  
p o s i t i o n  c o u l d  b e  h e l d  v a c a n t .  I n  a d d i t i o n ,  a g e n c i e s  c o u l d  
c o n s i d e r  a  s a v i n g s  f o r  a  p o s i t i o n  h e l d  v a c a n t  e v e n  t h o u g h  i t  
w a s  n o t  l a s t  f i l l e d  b y  s o m e o n e  r e t i r i n g  u n d e r  t h e  p r o g r a m .

B e c a u s e  p a y m e n t  o f  t h e  p a r t i c i p a n t  c o s t s  t o  t h e  D i v i s i o n  o f  
R e t i r e m e n t  a n d  B e n e f i t s  m u s t  h a v e  b e e n  m a d e  w i t h i n  t h r e e  
y e a r s  o f  t h e  e n d  o f  t h e  f i s c a l  y e a r  i n  w h i c h  h e  o r  s h e  
r e t i r e d ,  a g e n c i e s  c o u l d  c a l c u l a t e  s a v i n g s  s t e m m i n g  f r o m  
l o w e r  r a n g e ,  l o w e r  s t e p ,  a n d  v a c a n c y  o v e r  f o u r  f u l l  y e a r s  
r a t h e r  t h a n  t h r e e ,  b e g i n n i n g  w i t h  t h e  f i s c a l  y e a r  i n  w h i c h  
t h e  r e t i r e m e n t  t o o k  p l a c e .  A c c o r d i n g  t o  OMB, t h e  g e n e r o u s  
r o u n d i n g  w a s  d u e  t o  t h e  f a c t  t h a t  t h e  S t a t e  w o u l d  b e n e f i t  
f i n a n c i a l l y  l o n g  a f t e r  t h e  t h r e e  y e a r  p a y m e n t  p e r i o d  e n d e d .
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