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Alaska State Legislature

State Capitol
‘uncau. \Jaska 99801

RE SB 148
Dear Senators and Rcp:esen:aa\cs

The jua.ndbottr.cn s\ nton ot the Djc;£ic r.ust go on record as being strongly opposed to
S3 148

Passage of SB US woiud create athird tier of retiree employees and eventually create a
third class retiree  With utc recucr.cn in PHRS as proposed m S3 U8 rearees would not
he able to afford to rccre in Alaska

. would seem appropriate to I-ise public beanngs on thus bill over the interim  The
legislature represents the residents of this great State and they ate entitled to have their
opinions heard on a natter cf such significance

The Inlandbownen s Union cf the Pacific is in support of the Governor s retirement
incentive program  We are r.ot, however. supporr.sc of the RIP bill ;fitis rolled into SB
J48

Sincerely.

30b Provost

Pegional Director

‘n.andboatmcos Union of the Pacific
Vlaska Region
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May 2, 1995

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

AET  Sa 148
Dear Legislator:

Having reviewed S3 1*18 in its entirety,

Local 71 auat go
on rocord

[, totai opposition to this bill.

The pao3ace if S3 148 would effectively gut the Public
Employees Retirement System. The current system 1is not
perfect, bttt over the years has developed into a fTair
retirement p.an for public employees who dedicata
themselves throughout the course of theilr careers 1in
public service.

Local 7 is in support of the Governor-s
incentive program.

retirement

However, we would :n .o way be supportive of the RIP bill
if its passage were linked to the unfair terms of SI 148.

Sincerely,

Donald Valcsko
Business Manager/
Secretary-Treasurer

CVtNIq



Fairbanks Central Labor Council
AFL-CIO

- 3IS B&mtcu Street
Fairbanki, AJaaka 99701-A568
1907) 4M-4M4

Vtay 2. 1995

To Mempors of me Aasxa Stale Leg siature

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

If a state employee in the GGU -vcrVs ‘cr 30 years at a pay rate of S2.500 CC a
month ne or she can exoect :0 receive rwo thircs of that or Si .687 50 a month as
a rebrement benefit Cuar Legislators t*s my opinion that a further reduction m
'Ofrement oenefits will reduce state emp'oyees to .iving off government
because they certainly will 'sot oe ao e to live ort their retirement

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

Smcereiy

,afin S 3rown
Pusident

*SB ia
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M*y 2, 1995

Mr. Jim Duncan

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

Dear Senato”™Oi™ca-

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

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

Pubic emoteryees. fcke cmer ctuens cf our great State, have me nght to a fair ano open
pubhc process ano wn#n me Legislature oeodee to make aweooog changes to a system
ke the rewement program, tney should Of property noticed. We reouest your cartful
and cautious review of this 'eg«aiat>on m g*eat nopes that fairness wsl prevail and Mis
egrsiatoon wsl be voted ccwn.

S-ncerery.

Strtllra Huff Tuckness
Orector. ALIVE
Teamsters Local 959

Auvi\leBosvaec;a Ita
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May 2 *995

Jim Duncan

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

Dear Senator Duncan

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

SB '*0 proposes cnango6 to tne 'evement program for public employees without the
aenetrt c» proper puonc "ear.ng “uDiic employees, like otner citizens ot the State, are

enrdeo to noticed out?c -ear ngs esoecatfy when orasoc changes to legislation occurs
as is being proposed m SB *"8

Aooibonatfy. SB **8 accesses N0t onry changes to the retirement system out includes
earty retirement ncentTves wr cn sr.ouia oe handled as separate legislation and shomd
aiso reoixe a proper puO’C nearing prccess. SB 1*8 deserves an open puonc naanng
process '4te any ether p "0 'am trus eg sation through the process at the 'ast minute
s gxsvy urtar anc a g'eat r(Us? ce t0 me thousands ot puoic emo:oye«s in our State.

*/e urge you not to Suooor. SB "*Q)

Sincerey

ittty —
ciovy/ Epirr*)uc\j*-\r

rM=>\C", -y f (]

MU .*



scv (X

May 2. *995

Jim Duncan

Alaska State Legislature
State Caoitol (MS 31CO0)
Juneau. AK 9980M*82

Dear Senator Durcan

| am writing TIUS letter {0 «C C& my con<on to SB 1*8. regarding proposed Granges to the
State Retirement System

SB 1*8 oroposat changes to tn« retirement orogram for public employees witnout the
benetrt ot proper, puouc rearing Pupiic employees, like otner crniens 0Ol tne State. are
entrtled to noticed cuDoc nearngs esoeoajry wnen drastic cnanges to legislation occura
as is oe«ng proposed m SB **8,

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

We urge you ngj to support SB 1*8

SmcereTy.

g

Mtiw



May | 995

j»m Ouncan

AlssKa State Leg'S’atu’e
State Caoitol (MS 31CO;
Juneau. AK 998C1 ™52

Dear Senator Duncan

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

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

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

We urge you ng; to sucpon SB 1*8

Sincerety.
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May 2. 1995

Jim Duncan

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

Oear Senator Duncan

I am writing this letter to voce my comicn to SB 7™*8. regaramg proposed changes to the
State Retirement System

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

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

We urge you ng; to support SB 1*8

Sincerely.

niljs
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May 2. ‘995

Jim Duncan

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

Dear Senator Duncan

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

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

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

We urge you QflJ to support SB 140

Sincerely,






Financial Section

Schadulo i
STATE OF ALASKA
PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
(A Component Unit of the State of Alaska)
Required Supplementary Information
Analysis of Funding Progress
(000s omitted)
Unfunded
(assets in
oxcess of)
Pension pension
benefit Unfunded bonefit
obli- (assets in obligation
gation Not assets excess of) Annual as a
year available Pension Percen- pension covered percentage
ended for Plan benefit tage benefit payroll of covered
June 30 benefits obligation funded obligation (unauditod) payroll
1985 $ 1.295.536 S 1.446.672 89 6% $ 151.136 > 830.579 18 2%
1986 1.739.W3 1.556.610 111.8 (183.233) 890.092 (20 6)
1987 2.010.196 1.905.001 105.5 (106.195) 891,302 (11.8)
1988 2.123,695 2.246,585 94.5 122.868 908.363 135
1989 2.452.962 2.563.268 957 110.306 912.834 12.1
1990 2.746.555 2.753.518 99.7 6,963 952.070 7
1991 3.017.541 3.339.145 90.4 321.804 1.027.807 31 3
1992 3.454.104 3.740.882 92.3 296.778 1.083.816 265
1993 4.007.907 4125761 97.1 117.854 1.135.889 104

Analysis of iho dollar amounts of not assets avail- stronger tho Plan. Troxis in unfunded portsion
able for Plan benefits, pension benefit obligation, Penefit obligation and an.iual covered payroll are
and unfunded pension benefit obligation in isolation ~ both affected by inflation. Expressing the unfunded
can be misleading. Expressing tho not assets avail-  pension benefit obligation as a percentagoof annual
able for Plan benefits as a percentage cf thepension ~ covered payroll approximately adjusts for tho effects
bonofit obligation provides ono indication of tho ©Of inflation and aids analysis of tho Plan s progross
Plan's funding status on a gorng-concern oasis. Made maccumulating sufficient assets to pay ben-
Analysis of this percentage over time indicates €fitswhen duo. Generally, tho smallor this percent-

whether tho Plan is becoming financially stronger or ~ age. tho stronger tho Plan.
woakor. Generally, tho greater this percentage, the

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



FmancialSection

Schedule 1
STATE OF ALASKA
TEACHERS' RETIREMENT SYSTEM
(A Component Unit of the State of Alaska)
Required Supplementary Information
Analysis of Funding Progress
(000s omitted)
Unfunded
(assets of
excess of)
pension
Ponsion Unfundod benefit
benofit (assets in obligation
obligation Not assets excess of) Annual as a
year available Pension Percen- pension covered percentage
onded for Plan benefit tage benefit payroll of covor )d
Juno 30 benefits obligation funded obligation (unaudited) payroll
1985 S 866.333 S 1.0-12.551 83.1* $ 176.218 S 358.110 49 2%
1986 1.141,650 1.115.773 102.3 (25.877) 392.136 (66)
1987 1.303.464 1.210.909 1076 (92.555) 348.606 (26 6)
1988 1.356 575 1,347.859 1006 8.716 361.310 24
1989 1.545.877 1.557 643 992 11.766 431.445 27
1990 1.706.346 1.895.030 90 0 188.684 449,e38 41 9
1991 1.824.663 2.075.405 87.9 250.742 422.655 59 3
1992 2.031.938 2.231.746 91.0 199,806 448,186 44 6
1993 2.306 503 2.429.456 94.9 122.953 476.428 25 8

Analysis ol ihe dollar amounts ol not issots avail-

stronger the Plan.

Trends in unfundod pension

able for Plan bonolits. pension bonofit obligation,
and unfunded pension benefit obligation in isolation
can be misleading. Expressing tho not assets avail-
able for Plan benefits as a percentage of the pension
benofit obligation provides ono indication of the
Plans funding status on a gomg-concom basis.
Analysis ol th.s percentage ovor timo indicates
whether tho Plan is becoming financially strongor or
weaker. Generally, the groator this percentage, tho

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

see accorrcanyng noft to 'oqu 'wa tupctomtntay nformMUQO.



Actuarial Valuation Report
as of June 30, 1994

Prepared by:

William M. VUrav. lacorpomad
Odc ’L'o_—oe Sfuarr. Suiu JIOO
600  [.>ITYIT

Scaole. VA *11010137



1.6 Actuarial Projections (continued)
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MVISION OF LEGAL SERVIL -S

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
Wt iA5-iS670r 4ti5-H50

MA 9N 46i 2029 IM Sm vtei. Sum- 409
UniLSiupJiOl Jmtau «m cu
April 7.1095
SI'BJECT: The Child Support Enforcement Agency

(Work Order No 0-1 SO868\A)

TO: Senator Steve Riegcr
Attn Ann

FROM: Terri Lauterbach / \ '
Legislative Counsel \ 1

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

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

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

I ML Imb kib
‘>5*161 Imb

Enclosure



WORK DRAFT WORK DRAFT WOFK DRAFT
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O-LSO868\A *
Lauterbach
4/6/9%5

SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINETEENTH LEGISLATURE - FIRST SESSION

DY SENATOR RIEGF.R

Introduced:
Rtfcrred:

A BILL
FOR AN ACT ENTITLED

"An Acl relating to the functions of the child support enforcement agency."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OK ALASKA:

* Section 1. AS 25.2° u|Q is amended to read:

Sec. 25.27.j13. CREATION OF CHILD SUPPORT ENFORCEMENT
AGENCY  There is created in the Department of Revenue the child support
enforcement agency. ILaltod under applicable federal law, thy ggenev shall
combLof a.child support office and a child support enforcement office,

» Sec. 2. AS 25 27.010 is amended by adding new subsections to read:

(b) If created under ui of this section, the child support office shall establish
paternity and child support obligations under this chapter and administer a child
support order under this chapter when no ancan are owed under the order. If ancars
accrue under .in order being administered by the child support office, the child support
office shall transfer the administration of the order to the child support enforcement
office.

(c) If created under (at of this section, the child support enforcement office

of... .
[Cfirrro rsarr ajucxrrrr,



© 0O N o Ol B~ W N R

10

WORK DRAFT WORK DRAFT WORK DRAFT

shall perform the duties of the agency under AS 25.25, seek enforcement of child
support orders under this chapter, and administer child support orders under which
arrears arc owed. Upon payment of all the arrears under a child support order, the
child support enforcement office shall transfer the administration of the order to the
child suppon office.

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

-
=<y T»ti MIYrr (ZXTI »raocrrrr;



tate of Alaska
mbudsman |
A Legislative Service Agency [J po.Boxiweae
Anchor»0*. AK »510-263fl

(007) 2005290
(600) 476-2624
(FAX) 269-5291

ZKAPO Bo* 113000
Juhmu. AK V/3611-3000
May 5, 1392 (007) 465-4070
(600) 4754070

The Honorable Steve Ricgcr (FAX) 4650330

Member of the Senate SN [0 PO Be* 74356

étlgtsek% [a_el Bsilaﬁuorgm " W05 £33 Fttrtunfcs. AK 00707-056
: 007) 451-2680

Juneau, F\)Iaska 99811 Eeoo; 4780257

: L . FAX) 451-2057
Child Support Enforcement Division (CSED) Organization i

_ _ipologies for the delay in respondin%, at our recent meeting you inquired whether, on the
ba>is of its experience in dealing wuh the Child Support Enforcement Division (CSEDJ, the
Ombudsman'’s Otfice thought there would be merit in splitting CSED into two sections or groups dealing
with (1) obligors 60 days in arrears and more and (25) obligors who arc current and remain cuncnt in

child support payments

“You asked this office for an oPmlon on the advantages and disadvantages of reorganizing CSED
operations as you outlined ~ Typically, the Office of the' Ombudsman only” makes recommendations
following a formal investigation and as a pan of the rcpon of that investigation Wc have not specifically
reviewed the organizational framework you propose in ang mves.tl%atlons conducted concering CSED
Indeed, to date, there has been no such Investigation of CSED's internal management structure, and wc
have not sp_euflcal% discussed this organizational format with CSED administrators. Moreover, as wc
understand it, CSED is tn the process of reorganization, the issue on which you asked us to comment
mav be addressed in that reorganization Nonetheless, | asked my staffto review your proposal in light
of their experience in dealing with CSED  Permit me to share their comments with you:

An Anchora%e investigator observed that spllttmg the collections caseload into two groups could
have some merit. The group of current obligors would need less intensive oversight, freeing up ease
workers for more intensive collection activity relating to those in arrears Rather than a 60-day limit, 90
or 120 days might be more realistic, and more in line with the time frames used by other state and Prlv_ate
collection’agencies Perhaps harln_ﬂ an 'intensive’ group would lead to greater predictability in collection
efforts ~ Two recent examples illustrate sometimes unpredictable collections efforts ~ One obllgor
voluntarily used CSED as the collection agencr for his child support debt CSED was three months
behind in Setting up this ease so it treated the obligor as if he hadn't been paying CSED Put a lien on his
property and reported him to the credit bureaus = Wc heard from him when he couldn't sell his house
Another obligor lias not nude child surport payments in three yjau because the ease has not been
properly set up _There have been qo adverse consequences for this'obligor whose ex-spouse and children
are now on public assistance

A Fairbanks investigator commented that establishing a frlendllerrprogess for those in voluntary
compliance would be well-received CSED. he observed, might even offer incentives, such as greater
access to case workers and suggested that perhaps CSED should consider a 'cradle-to-the-gravc* case
handllngcprocess for those in compliance, instead of the "team™ approach (Indeed, as wc understand it.
the new CSED Director is phasing injust such a case management approach )



Senator Steve Rieger -2- May 5. 1995

Our Fairbanks staff director noted that CSED well mav need to employ tough collection
procedures with uncooperative obllgors, but should consider a different approach for cooperative
0

bligors For example, she suggests that

(1) CSED provide written notice and careful file review before taking such harsh collection
measures on cooperative obligors wlkj haven't be® ID UKAU far fine xeAf.  *m&% garnishing
bank accounts and placing liens on propert¥ A one-year period shows stability and establishes a
paY_ment history, whereas 60 days current is too bncf a period in which fo demonstrate an
0b |qor’s reliability, a one-year period would be one way to distinguish between reliable and

Unreliable obligors

(2) CSED revise its form letters, they could be "threatening™ for uncooperative obligors and
"husiness-like" for cooperative obligors Several stallmemocrs observe tliat many obligots object
most to the iujm of the form letters CSED currently uses because these letters seem to suggest the
obligor is ‘bad* or uncooperative from the start

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

~As you will note in reviewing the enclosed briefing paper wc prepared on CSED-rclatcd issues,
this office long has been concerned that CSED appears to treat the cooperative obligor the same way it
treats the uncooperative obligor Wc think that is inappropriate It is a problem that dearly merits
attention from CSED's new management A letter from a complainant who contacted our Fairbanks
office is illustrative A copy of Fairbanks attorney Kcnncih Covefl's letter is attached to the bncfing
paper, he authorized its release both to the agency and to anyone with whom we discussed this problem
The “Letter of Intent ' you offered in the Senate Finance Committee TuesdaP(. May 2. to accompany
CSSB 115 (Finance) speaks to the need for CSED to address this problem In [istening to the discussion
before the committee. | sensed no diugrcement with the objective you stated ~Absent a formal
investigation, however, the Ombudsman™ cannot support a tpcedsc CSED reorganization EJroposal
nevertheless, on the basis of its experience with the agency, the Ombudsman bdicvcs that CSFJ) should
handle the cooperative obligor differently from the uncoopérative obhgor

“For your information, the enclosed bnc.ir.g paper was prepared following discussions between the
undersigned and the Comnusuoncr of Revenue It was Intended lo he of assistance to the new

administration, alerting the Comnusuoncr and has staff lo issues revealed either in investigations
conducted by this office or in the pattern of complaints wc had observed over time  This briefing’ paper

SCI! mem
Fncloiurc



OMBUDSMAN BRIEFING fo
GLENDA STRAUBE. DIRECTOR, CHILD SUPPORT ENrORCEMENT DIVISION

February 10. 1993

Quid Support Enforcement Division (CSED)

1

Management On the basis of this office's contacts with CSED. the Ombudsman observes
that strong, knowledgeable, inspired leadership is critical in managing the division In
recent times, there have been too many short-tenured directors attemﬁtl_ng to lead this
agency Typically, they knew too little” about the subject matter CSED is charged with
administering or enforcing The result: senous morale problems have developed among
staffiand ease workers In enforcing the law, CSED should be perceived by the public as a
fair-minded agency, whose staffalso has sense of compassion for the obligors, especially
those who arc cooperating with CSED. as well as for obligees Too often, it appears to
the Ombudsman that CSED has employed a hard-line approach, using enforcement as a
hammer, not as a tool Example Fairbanks attorney Kenneth L Covcll's January IS,
1995, letter to Deputy Ombudsman Mike Hostma  Mr Covcll has granted the
Ombudsman permission to release his name and this letter (Attachment )

Communications CSED’s initial letters to obligors arc nearly unintelligible to man¥ who
reccr.c them, they should be written in plain English ~ Many recipients lack rhetorical
skull, many are non-college graduates Under a previous CSED management, samples of
CSED correspondence were submitted to the Ombudsman staff for review and comment
Vthough the Ombudsmans recommendations for revisions were submitted, we are

uncertain whether the suggestions were implemented

Initial notices to obligors could be made less frighteninn[:], e.g. by explaining what
Percentage of one s income will likely be required under Rule 90 3 to ‘support, one. two.
hree or more children, rather than setting out hard preliminary numbers which tend to be
the highest possible charge The Ombudsman staff has found that in eases mvolvmg
\FD ("Public Assistance obligors, there is a serious lag time between the point at whic
the Division of Public Assistance (DPAQ in the Department of Health Sc Social Services
informs CSED of an obligation and CSED informs the obligor a child support debt is
owed to 'he state, an entire year may be consumed in th.t process Meanwhile, durin
that time, a huge debt can accumulate llecommetsiaUQ  the time between when DP
establishes an obligation and CSED notifies obligor of that obligation should be shortened
Additionally, out-of-state obligors should be more timely notified o fan obligation

Mi>dificauon Nonces _Obligors should receive information about how to avoid a child
support arrearage  Trac obligor should be (old that an arreara%e and its possible
consequences might be avoided if the afciigor nays the proposed modi wﬁ upward stjﬁ ort
amount even dunng the period before a modification order takes effect RECOMMEULJIINAN
CSED needs either staffor a volunteer force to helﬁ) ob*igors. or other clientele, complete
paperwork If there is a confidentiality iisu*. volur,tccr(s) could sign a confidential®,
agreement as Ombudsman volunteers do

pownward Modification requests from obligors, e x. where custody has changed, can
lake as long as eight months to process Meanwhile, collection action may be taken
inappropriately against the obligor  Retroactive arrearages created by upward
modifications”seem to be instantly enforced by liens on “real property "and PFD
attachments Perhaps this is a computer function, but, in many cases, the affected obligors
have cooperated hilly m the modification process hme ~ should CSED take severe
enforcement measurés in the case of cooperative obllgors, especially those never
otherwise n arrears* Example See the Covcll letter. Attachment |

Federal rules require that modifications be scheduled within 30 davs of the obligor t
request  However. CSED doesnt actually review these requests until three or Tour
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months, and as long as six to nine months, have elapsed Recently, CSED has been
working requests filed a year earlier

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

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

backlogs would be a helpful example

Kids' Line The KIDS Line message system ;s a chrome CSED problem CSEDs goal
for caseworkers is to respond to messages within three working days, however, the
Ombudsman caseload retlects large numbers of complaints that CSED docs not respond
within those guidelines There can be a considerable lag between the time messages arc
lert and CSED caseworkers reply A large percentage of calls arc local, however. CSED
only makes collect aut*of-staic calls ~ftecnntmex»<ionnn The KIDS Line should be
monitored to ensure thrcc-dav response time is being met  X0IC Some CSED team; jrj
on top of their caseload calls Other teams may not be as efficient Whyl

Interstate Teams

The Ombudsman believes there arc serious problems in CSED s team approach to ease
management This is perhaps best illustrated bv Team 5's activities in the Jodi Dcianey
case rOmbudsman Complaint F093-02SI. Dec 1. 1994). a copy of the f*nal investigative
report, press release, and related correspondence is provided (Attachment 2)

fteeonine”MaitiMi  Adopting the Uniform Interstate Family Support Ac: (L'IFSA) which
replaces the Uniform Reciprocal Enfcrcement of Support Ac: (URESA) would provide a
partial solution, a copy is attached for reference (Attachment 3) While this legislation
mav not solve all interstate team problems, the Ombudsman believes it w-ould materially
assist CSED in meeting its interstate responsibilities Neither HB 465 nor SB 302. both of
which were introduced by the Rules Committees of the respective bodies at the request ot
the Governor and considered by the 1994 Legislature were enacted This legislation s\
project of the National Conference of Commissioners on Uniform State Laws The
department should request the Governor to seek their introduction and passage in the

current lcgislaturc

4 Criminal Enforcement Criminal enforcement of child support order s with large arrearages

is rare  One Ombudsman complaint looked a a S160.000 arrearage
Even if there arc few such eases, they ihculd be pursued If criminal enforcement is a
realistic threat, an cvamplc of what occurs wshen obligors fail to meet their obligations mav

increase voluntary compliance
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This _briefin% paper rctlects Ombudsman invcstig itor impressions o f complaints against the
division The Ombudsman and staiTwould be pleased to work with the division director and her
statTin further discussions to seek solutions that would reduce the caseloads of both agencies and

level o f complaints received by the Ombudsman

STUARTC HALL
Ombudsman

CSCU'ISMI «O'IDSCIII



Kenneth L. ccvoll

764 Sonata Drive
Fairbanks, Alaska ‘99712
(9C7V 452-4_.377

4 . < «e
Liikd Hostir.a
assistant state ohbcdsmal;

250 Cushman®, Suite 2d -

P.O. 3CX 74353 "
Fairbanks, Alaska .99707

(907) 451-2971. . * .

Je * .
Dear ttiko:

I as sending you t?is letter In rnaponso to ycur raijuos: for
a written description 0 ay Latest, experience with the CSED.

I am, non-custodlal parent of onechild, currently igo
thrrtoon, (0l who* a ouppcrt ordor io in offoot.

*

. . . « » .

.Tho Initial order in ay cana was established by bcri the
Department ar.d by the Attorney General®"s Office in the carters of
a court proceedin;. While that, i1n and of itself, was sosiwtat
lor.gtthy, frustrating and involved procedure it wasevent:aily
settled te [l everybody"s CHtisfaction. Theraaftcr 1 maao prompt
requitr payments pursuant to tho established order.

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

“"Notice of. Proposod Adjustment 1in Support'.

I might pause and noto hero that 1 bad made a number of :»tor.c
c.<“1s concorr.ir.g thin issue attempting to prompt the Dcparmer.t
ir.ro action. Also tho custodial parent informed so that oh. had
made numerous contacts with the Dcpartmont attempting to prod thom
Ir.to action on this 1issue. I would nuugcst that i1t in probably
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v . . .
somewhat of-an unusual situation whore both a custodial parent and
a non-custodlal obligor are both attempting to cause the Dep<r=er.t
to take actign to incroaoo amsupport payment.

......... - rft—a S
mrdcoober, 1993 I indicated to the Department that I had no
objection to establishment of the new support order. Ucwavtr, the

Department wished to Ffile in the court file ay income tax letufns
for the preceding four or five years. X felt that this would be or.
unnecessary invasion of ay eprivacy, the privacy of ay wife and
minor children, as well any other individuals whose psrsocal
information right have been contained iIn ay incone ta* r€turns.
Therefore, I asked «tho Departmont to Tfile such financial
information under seal. .The Department®s representative ir.cicatod
to me that they wore incapable of doing that. Being an attcmoy I
offered to draft and file a notion to achieve such purpose. Their
only necessary <action would bo to non-oppose the motion. They
indicated to me that thoy would be unable to do this and that they
would have to refer-..the file to the Department of Law. These
discussions and correspondence took placo around January 1934.* |
sada numerous Tollow-up calio on this matter from tit* to tine.
Eventually, the Tilo wan assigned to Mary Gilson at. tho Attorney
General®s Office 1in Anchorage. Sosa time in eMay | had a
conversation with Ms. "Gilccn where 1 offered to file a noti:n for
modification of support in order to aove the process along The
notion was TfTinally*filed by no on JUno 3, 1994. The court 1ivston

..had aicrofiched "its file and then felt that i1t would be ay.
responsibility "to. provide copies of its own Ffile® to itself ind-co

tha Cour:house
they pit on

*e

..documents back to ohO of the upper level Tfloors £h
e cb thoy could ro-ccnpile their own Ffile which
microfiche. * * - - -

N\ * [SX 3 e eoo

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

*9)>
It had coso to ny.attention that through source* echo: thor.
official notification that tr.o Department woe soaking a substantial”

arrearage- in the amount of $1,800.

Whan 1 rocoived my accqQunt statamont of 9eptonbnr 2<, 1*94 it

indicated an arraarngn of | .800. The only posciblo exploration
for this 1 could surmiao waa that tho bopartmonc hnd calculated
arrearages back to January of 1994. x — e

I cor.tactod Mary Gilson with tho Attormoy General®a cffit 0 and
oxpieir.cd to her that |1 felt tho Department was aaXing an Srror.



She e _dicatod to ne that tho Department would coxa no action

wither . a court order and indicated to me that 1 should file a
action. I filed a motion in the court case on Saptermer If, 1994
fcr a court ordor concarning arrearages.”

e o3 * x

on September 30, -1994 | sent tho Department a lattar
explaining *that the first official notice 1 had frcs. thorn
concerning arrearages was their monthly statement which I received,
saptecher 24, 1994. I included an additional check for $227 to
make up the .difference for the payment which was due July 1 ar.d
indicated that no arrearages shculd be calculated for aivr time

prior to June 3, 1994.

. V

. (X A »m e
Tho court issued an ordor on what appears to be October 11th

or 12th indicating that arrearages should not go back any eirlicr

then.June 2, 1994.

Rather then attempting at all to rosolve the natter w.th me
the CSED. seized sy “Permanent Fund Dividend, with no prior notice to
ce and no hearing concerning any arrearage calculation, nroiind
Octobor 14, 1994. |1 received notice of such seizuro on Ootobir 27,
1994 . Also the Department had reported to TRW Credit Agency that
I was a. bad credit risk and seriously behind in my payments.
Besides having causod me difficulty in another consumer transé- tior.
the Department®s report causod mo not to receive a credit C r for
which =~ hdd applied which 1 considered necessary for the conduct of
my l3using.es. Tho huavy-har.ded tactics of the agency did ncth. rg to
farther eniorcoaont of the caso other than to enrage the obMgor.

m

I called the Department and did roceive some helpful
acsistanco that day wbero an enforcement vcrkor Indicated they
would be"™ refunding all cr most of my ?oman ant Fund Dividend to me.
To my consternation whor. the chuck did arrive it was approximately
S227 short. After tho soizuro of my Pormanent ?und 1 vas notified
that 1 vas entitled to a hearing. Z once again vroci tha
Department explaining to thorn wnat | pnrcoived to be th«ilir error
asking that thay 1issue a letter of apology to mo, rescind ths bad
credit report, and write lectors to tho particular credit card
company explaining that [ was not indeed a bad credit risk aid by
thoir arror thoy had reported me behind 1iIn my payments. The
Department declined to do so. Rather thon notifying me of wharevar
time an admiaistroti®/o roviov might toko placo the Department made
a datormlnaticn that 1 was no Jlonger 1iIn arrearages, dov»ver,
crr_tir.uod to withhold approximately 5225 without explanation.

. . .i .

e 1 thorn called the Departmont and spoko with a case worko.: ar.d
asked cor to please explain to mo why this approximate $221 was
withheld. This Wﬁéﬁdr told cc that aha couldn®"t toil me but that
sL« would have a audit same tc to ar.d then perhaps r might bo
aria Il fIlmd out why this was donu.

e
Tho ~“last Straw” caso wnila 1 was Ilwaitlng tho r.d aur it.

Tatter then the correspondence being the hand audit rscoivod a
N 0 t of Rocruost for financial indorsation” as tho CSED w«« is
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Che process of reviewing my support: order fTor possible risviov.
This 1s dated by the Deportment Decanter 8, L994 and as with all
their correspondence it doesn"t actually get nailed, until four or
five days after the data that the message was generated.

I sent a correspondence bach to the Department January 1. with
ny 1993 incone tax returns and an affidavit and summary of o™ 1994

. earnings.

On January 9, 1995 1 had finally roceived the hand audit which
indicated that"” the Department had pro-rated the support ordrr for
rhe month of June/ 1994. At the vary least finally explained the
apparent basis for Choir withholding "of thi $225. This pro-i-ating
cft a couthly support paynouc was a novel action to ny kr.owltdgo.

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

Having to deal with the Child Support Enforcement Division i3
neither ploaaant nor easy, under the boat of circumstances. My
experiences with then are wholly unsatisfactory. Whilo fror tine
to” tine X do encounter a particular employee or employeej who
appear tc be motivated to rectify difficulties®™, this is far from
the overwhelming experior.ee cr attitude of.Departmeyt employees.

It is simply absurd that i1t took over two yea. to obtain and
rectify arrearages on a notion for ncdification of support. Tho
arrogant heavy-handed tactics of the Department 1In seizing my
proporty without due process of law, particularly when the/ are
clearly iIn the wrong, and then Tfailing to even acknowledge any
recocmiticn to their i1llegal actions only serves to enrage obligors
in ny position. e While 1 know i1t is boat not to fight vIth a
bureaucracy since you cannot win, 1 am aoro then tocptod at times
to pursue coursoc of actions which might load to soma satisfaction
fcr the Department®s transgressions in any roasonablo context that

eight bo presented.-

r am awara that the Dopartment 1is faced with a tremendous
task, however, 1its operating efficiency does not ovan approach
acceptable. I _hope this description of ay encounter with the
Deportmar.t 1is useful for vcur purposes. if I can provide any
further 1i1nformation or explanation please do not homtate to

contact-bo .



. State ofAI'aska .
[T cnacis:.rxia,ri

A Legislative Service Agency

INVESTIGATIVE REPORT
Corrected Finding of Record and Closure

Ombudsman Complaint F093-0281
December 1, 1994

SUMMARY OF THE COMPLAINT

On February 10, 1993, Jodi Delaney contacted the Ombudsman and filed a
complaint against the Child Support Enforcement Division (CSED?. She alleged that on
two Occasions, and despite repeated contacts by her, the a?ency failed to act promﬁtly on
specific information she provided about the employment ot herformer hushand, who was
behind in child support parments. Because of the arrearage, the agiency could have
required the employer to withhold 65 percent of the obb'gor’s disposable wages for child

support.

Ms. Delaney claimed CSED delayed acting on the information and went through
unnecessary steps when they did act. She alleged the agency compounded its errors when
it sent a payroll withholding demand to the wrong address The consequence of these
actions was that several thousana dollars in child support which could have been collected

were not

_ Through May of 1993, the Ombudsman attempted to resolve the complaint
informally. At that point CSED made it clear that it was unwilling to have Ms. Delaney’s
case reviewed by the Division of Risk Management and the Ombudsman decided to fu_II%
investigate this complaint The Ombudsman reframed the allegation in accordance wit

AS 24 55.150 and stated it as follows:

The Child Support Enforcement Di\ision inefficiently failed to collect
childsupport

~The investigation was organized and conducted 'bY former Assistant Ombudsman
Elizabeth Schaflhauser. She was assisted by former Assistant Ombudsman Glenn Bacon,
who completed the investigation and shared responsibility for writing the investigative
report. The preliminary investigative report was issued by Acting Ombudsman Michael
Hostina. The final investigative report was completed by Deputy Ombudsman Michael
Hosuna and issued by Ombudsman Stuart C. Hall

BACKGROUND

A 1988 divorce decree awarded custody of two minor children to Ms Delaney and
ordered the children's father, hereinafter the obligor, to pay S275.28 per month in child
support for each child through the Child Support Enforcement Division CSED opened a
case file on June 23, 1988. Within the year the account was in arrears

. Account administration has been affected by the obligor's frequently changing
jobs, by his qhan?mg residences, by his moving for a time to California, and by the
obligee’s moving lor a lime to Arizona. Because the obligor was in California when the
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child support account was established, the account was initially administered by CSED's
interstate team.

CSED's Interstate team E_Team 11) is one of several teams created by the agency,
each of which has a sEecmc function. Three other teams arc 1gertment to this investigation:
Initiating (Team 5), Locale (Team 132, and Enforcement (Team 4). Agency procedures
necessitate that a ease be transferred from team to team as required action on the ease

changes.

Division statistics show that at the time the Ombudsman complaint was filed
CSED was administering more than 36,000 eases. This was an increase of over 8,000
eases (nearly 29 percent) since 1988. The magnitude of the division's workload is revealed
in the fact that it now processes an average of more than 80,000 pieces of mail each

month.
INVESTIGATION

Agency Procedures

Child Support collection procedures involve a hasic two-step process. First the
obb'gor is notified concerning the support obligation, and the amount of an¥ outstanding
arrearage. This provides an obligor an opﬁortumty to dispute the amount o f the obligation
or the obll?athn itself Once the obligor has had an opportunity to respond to the Uability
notice, collection may begin. In cases where child support payments are not made
voluntarily, CSED is empowered by lav/ to garish wages, intercept tax returns, attach
permanent fund dividend checks, file liens, and take other measures to force obligors to

provide child support.
Three key agency tools pertinent to this ease were:

Sotice ofLiability (SOL)

CSED policy is to issue a Notice o f Liability (NOL) when an obligor is one month
or more in arrears in child support payments ordered hy the court. Division procedures for
issuing NOLs are described In its policy 8210. ThIS_FOHC_y provides the NOL will be sent
to the obb'gor's last known address, “certified mail, without return receipt. Service is
effected on the date of mailing regiardlesslofwhether the mail is returned. An obbgor has
15 days from the date of service fo submit a written request for a hearing to contest the

NOL.'AS 25.27.150.
Order to Withholdand Delnxr (WID)

Alaska law at AS 25.27.2505a) provides, "At the expiration of 30 days from the
date of service of notice under AS 25.27.150, or from the date of service of a notice of
finding of financial responsibility under AS 25.27 160. the agency may issue to any person

an order to withhold and deliver property " AS 25.27.062({;) and 15 AAC 147 200

establish that a withholding order is binding immediately upon receipt.

Agency policy (8230.1) requires a withholding order be served within five working
days of locating an employer's address

Answ er to Inquiry

~ When an Order to Withhold and Deliver is sent it is accompanied by a
questionnaire called an Answer to Inquiry, CSED form 04-1861 Within 14 days of service
of a withholding order, the employer served must complete and return the Answer to

Inquiry AS 25.27.250(e)
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~In addition to other information, the response to the Answer to Inquiry will
indicate whether employer-provided insurance is available to the employee and/or the
employee’s dependents.” According to CSED Policy 8231.1, the enforcement team is
responsible to ensure that medical insurance coverage available to the obligor is extended

to dependents when required by the support order.

DIVISION HANDLING OF COMPLAINANT PROVIDED INFORMATION

In order to review agency actions regardm? the obligor's child support account,
the Ombudsman investigators obtained a copy of the account's Management History
Summary and Accounting History Summary. These summaries consisted of coded
computer printouts recording agency actions and account financial activities, respectively.

“Investigation focused on two contacts, and numerous follow-ups, with CSED that,
according to Ms. Delane)F, are among several that did not receive appropriate reaction on
the lE-art of the a.genc?é. he first was when she reported to CSED that the obligor was
working at a Fairbanks Super Valu grocery store. The second was when she later told
CSED that he was working at a Fairbanks Fred Meyer store

Super Valu Employment

Division records show Ms. Delaney called on October 16, 1991, and told CSED
the obligor had returned to Alaska from California and was working at the Super Valu
store at the Gavora Mall in Fairbanks. Two and a half months later, after Ms. DeIaneK
called CSED offices in_both Fairbanks and Anchorage on December 31, a Team 5 cler
sent the obligor an initial Notice of Liability (NOL) showing an arrearage which had

aircady reached S32,117.79.

“In mid-January 1992, Ms. Delaneﬁ contacted CSED again to report the obligor
was still working at Super Valu and to ask why no garnishments had been made A Team
5 clerk explained payroll %arnlls_hment required issuance of a withholding order which, in
turn, required a Notice of Liability to have been served at least 30 days earlier.

It is noteworthy that an NOL could have been served as soon as the obligor fell
more than one month behind in child support, and it was agency ﬁollcy to do so. Since the
account was in significant arrears within a year of being established, this means the NOL
could have heen issued several months before Ms. Delaney reported the obligor's
employment at Super Valu. Had the NOL been issued earlier it would have enabled
immediate issuance o fa payroll withholding order when the employment was reported.

_ When asked why the NOL was not issued earlier, ihc agency explained that at the
time of the Super Valu employment the compiler tracking system was not capable of
automatically detecting arrearage on interstate cases, though there was this capability for
in-state cases The large number of interstate cases precluded the possibility of manually
reviewing cases to detect large arrearages More recently the computer system nis
become capable of detecting arrearages on interstate cases and automatically sends an

NOL when appropriate.

After the late start for the 30-day NOL ﬁrocess, the agency waited much Iongier
than the required 30 days before |ssumP the witf holdmg order It was 57 days after the
NOL was issued, and only after Ms. Delaney again called CSED's Fairbanks Field Office,
that Team 5 sent a withholding order to Market Basket, parent corporauon of Super Valu

The process should have taken one day if the NOL had been issued pro_mPtIy
Even with the late issuance of the NOL, it should have taken 30 days Instead, it took
three and one half months The result was that Ms. Delaney and the state were deprived of
garnishment benefits on three and one halfmonths of earnings.
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~ When awithholdin% order was finally issued, it was for 50 percent of disposable
earnings. This is less than the 65 percent allowed by agency policy (8230.4).

CSED accountin(,z records showed Super Valu forwarded a total ofS404.19 before
the obligor's employment terminated. He had worked al Suprr Valu for nearly six months.

Unemployment Benefits

After CSED received notice on April 2 that the obligor was no longer employed by
Super Valu Foods, it was foxir weeks later, on April 29, that a Team 5 clerk sent a
withholding order to the Employment Security Division to garnish possible unemployment

benefits.

Fred Meyer Employment

~On June 29, 1992, Ms. Delaney called CSED again, this time to tell them the
obligor was working at the new Fred Meyer store in Fairbanks. Two months later, on
August 25, Ms. Delaney placed a follow-up call to CSED and tvas dismayed to learn a

withholding order had not yet been sentr Fred Meyer.

Then, instead of issuing a payroll withholding order immediately, a Team 5 clerk
referred the case to the locate team. Team 13. On September 3, 1992, Team 13 sent a
letter to Fred Meyer requesting confirmation of employment. The team took no other
collection action because, according to the agency, that would have been a function of a

different team.

~ When Ms. Delaney contacted CSED in mid-October, asking agam if a payroll
withholding order had been sent to Fred Meyer, she was told not yet mallﬁ/, four days
later and over three and a half months after Ms. Delaney provided CSED the employer
infoimation, a Team 5 clerk retrieved the case file from archives and CSED issued a

withholding order.

When asked by the Ombudsman mvestlgator to explain the referral to Team 13 and
the subsequent delay in enforcement. Team 5 supervisor Judith Imlach explained that
Team 5 was the "Interstate” team and did not normally issue withholding orders.
According to procedures then in effect, procedures required a case worker, not a clerk, to

issue the withholding order.

Ms. Imlach noted the case worker assigned to Ms. Delaney’s case had recently
been Eromoted and was no Io_n?er with Team 5. As a result a clerk worked the case and
mistakenly sent the employer information to the locate team (Team 13) instead ofhavm%ha
case worker send a withholding order to the employer Ms. Imlach added that when the
locale team received the information, it was placed in cucue to be worked. At that time
only two people were doing locates for approximately 32,000 cases; and the% were
approximately 15 months behind. No explanation was provided as to why the case had not
been transferred to another case worker when the original case worker was promoted.

By late November 1992, Ms Delaney had again contacted CSED. She asked
which Fred Meyer store received the withholding order. When told the aid Fred Meyer on
Collegi\szI Road, she told the agency the withholding order should have heen sent to the Qcy
Fred Meyer store on Airport Road, the store she originally reported as employing the
obligor. Though this was not reflected in agency records, Ms. Delaney told the
Ombudsman investigator that she also explained to CSED that copies of Fred Meyer
withholding orders would need to be sent to the company’s Portland headquarters

~ CSED records show it was only later when they contacted the old store’s manager
that it learned Fred Meyer policy was to forward all withholding orders to the chain's rtoin



Investigative Rcpor -5- Dccember 1 1994

office in Portland, Oregon. When it finally contacted the Portland office, three weeks later,
it learned the office had not received the withholding order from Fairbanks. CSED
immediately sent another order directly to Portland, and confirmed on December 28 that it

had been received.

At the time the preliminary report was completed the agency was reviewing Fred
Meyer's response to determine whether the store should be required to forward money
equal to that which would have been garnished had the withholding order been honored

wnen it was first received by the Fairbanks store.

On January 4, 1993, with mounting out-of-pocket mcdicx| bills, Ms. Delaney
contacted CSED and discussed the need for the obligor to provide medical insurance for
the children. A week later, a Team 4 (Enforcement%clerk_left a message on the agency's
KIDS line voice mail sg(st_em telling Ms. Delaney the obligor reported his children were
covered by his medical insurance. However, a telephone conversation later that day
between a'Team 4 clerk and Fred Meyer revealed the children were not enrolled on the
obligor's employee plan, though it was available from his employer for S18.00 per month.

» The clerk provided the corrected informau'on to Ms. Delaney that same day.
However, it was not until January 15, four days later, that the clerk sent a letter to Fred
Meyer asking that the children be added as dependents on the obligor's medical insurance

plan.
The obligor's employment at Fred Meyer terminated on January 25.

It uus 25 weeksfrom the time Ms. Delaney reported the Fred Meyer employment
to the time the withholding order vas in place. This process should have taken several
days at most according to aPency policy. Ar95uabl , during this period (June to December
1992) CSED failed to collect more than 510,000 in child support. Tills _flgure IS &
projection based on a pay stub obtained by the Ombudsman. (More specific information
was provided to the_a%ency in the confidential preliminary r_eport.% However, it is difficult
to predict what might actually have been collected, since the obligor could have
terminated employment as soon as a withholding order was put in place.

CSED accountin? records showed a total of only six withholdings, ranging from
S157.77 t0 5237.83 and totaling 51,176.73, were eventually forwirdcd by Fred Meyer.

CSED COMPUTER TICKLER SYSTEM

_ The facts surrounding this case make it dear man;g agency actions depend “PO”
timely follow up on prior “actions Susan Goodman, the diviSion computer system
supervisor, explained for the Ombudsman investigator the computer-generated system for
notlcmg division workers that action is needed on a particular case. Ms. Goodman told
the Ombudsman investigator the agencY computer message system has been in place for
yean, but has undergone nearly constant revision to improve its effectiveness

During a follow-up conversation with Vidric Mitchd, assistant operations mana%er
for CSED, the Ombudsman investigator learned the agency's computer system enables
generation of various reminder messages to pertinent” workers regarding time critical
events. The system is designed either to send messages automatically when certain
threshold events occur, or to allow messages to be sent from one worker to another. In
general, when computer generated directives, such is for issuance o f a withholding order,
arc not acted upon or when messages are not read, the system aJeru a supervisor

A March 1994 audit report (Report 04-261 prepared by the State of Alaska Office
of.Manaﬂement and Budget ﬁ MB) cues lack of computer hardware and software as a
critical shortcoming in the Child Support Enforcement Division The report concludes that
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automation of various agency functions could greatly increase the speed of agency
response. The agency agrees that its efficiency could be improved and reports it is
continuing with its attempts to secure necessary computer hardware and software.

AGENCY RESPONSE TO REQUEST FOR REFERRAL TO DIVISION OF RISK
MANAGEMENT

_ When the Ombudsman _investigator asked the a%ency to consider referring the
history of this case to the Division of Risk Management to help determine whether state

liahility existed, CSED declined.

Walt Furnace, then-deputy director for CSED, wrote in an April 9, 1993, letter to
the Ombudsman investigator, ‘I note that we were initially contacted on June 29, 1992,
We were unable to review the case for the next appropriate action due to staff shortage
until September, 1992." This position was reiterated by agency Director Mary Gay, who
told the Ombudsman investigator that the agencY did what they were supposed to do and
did it to the best of its ability given available staf

. ~Vickie Mitchel, assistant operations manaPer for CSED, told the Ombudsman
investigator that Ms. Delaney had not actuaIIK 0st any money hecause money not
collected from Fred Meyer would be added to the child support arrearage and still ‘could
be collected. She later ‘added that the agency had received a verbal oPmlpn from the
Attorney General's office that the state would not be liable for non-collection resulting

from insufficient staffand/or resources.

ANALYSIS AND FINDING

The. allegatjo_n in this complaint is that the Child Support Enforcement Divr'on
performed its administrative tasks inefficiently The Office of the Ombudsman's Policies
and Procedures Manual at 4040(14) defines performed inefficiently: This determination
Pen_erallg covers instances of unreasonable agency delay and ineffectual performance A
Inding by the Ombudsman that an agency was inefficient reflects his conclusion that the
administrative action exceeded (a) a limit established by law (statute, regulation, or similar
enacted source) or (b) a limit or balance established hy custom, goo Jud%ment, sound
administrative practice, or decent regard for the rights or interests of the person

complaining or o f the general public.

The following issues were analyzed: Did the Child Support Enforcement Ditision
follow timelines established in its procedures for issuance of a Notice of Liability and the
Order to Withhold and Deliver demands sent to Super Valu and Fred Meyer" If not. were
the agency's actions reasonable under the crcumstanccs?

_ Investigation revealed that on at least eight seBarate occasions the agenev missed
important opportunities for collection by failing to observe its own policies. The Child
Support Eniorccment Division repeatedly failed to act until badgered oy the complainant
to do so, and even then long delays resulted

Division leadership told the Ombudsman investigator that its actions were
reasonable, given the staff shortage experienced by the agency Without a doubt CSED is
overworked. And, to be sure, an occasional lapse in performance can he expected in such
a high volume agency. However, the pattern of inefficiency in this case calls for an

explanation that goes beyond that offered by thc division.

For example, the staff shortage explanation docs not account for the fan that
a%ency staff did not readily identify the proper notice addicts for Fred Meyer, one of
Alaska's largest employers This is particularly difficult to understand in view of the
agency’s position that it hid a good working relationship with the company Also, the
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division apPears to have maintained competent files concerning other employers in Alaska.
For example, the division demonstrated it knew the correct name and address for Super

Valu when it issued a WED to its parent company, Market Basket.

. Additionall?]/, the division's explanation that its routine slowness in_p_rocessing
information was the result of staff shortages does not explain how the division coul
respond so quickly once it learned the Fred Meyer Portland office had not received a
payroll wﬂ_hho_ldmg order. If this quick action was not normal procedure, it is not clear
what criteria signaled the need to override normal, slower procedures.

Part of the explanation for agency slowness in this case appears 1o be not so much
staff shortage as inexperience of statf assigned routine agenr *s. Repeatedly, it seems
onlr the intervention of more experienced staff caused coU nion to move forward
In this context, the fact that much of the agency action ol j3  sc was undertaken by
clerks, not case workers or others with more experience, appears to take on particular

importance.

. .Notwithstanding].variou.s explanations for agency slowness, one of the more
disturbing elements in this case is that some agency staff feel the complainant has suffered
no harm as a result of agency slowness, since money not collected could he added to the
arrearage. A significant problem with this Ioglc Is that it assumes money will be collected.
In the Ombudsman’s view, this position at best fails to recognize the difference between

paper assets and collection.

From a debt collection perspective there was no assurance the division could ever
collect any of the arrearage. In this case the ob||%or had a spotty employment history, had
been uncooperative, and was already tens of thousands of dollars in"arrears And. the

arrearage was growing, not declining.

. Beyond that there were out-of-pocket expenses resulting from lack of medical
insurance covera&;e. Ms. Delaney provided the Ombudsman with copies of invoices
totaling nearly SI.00C in out-of-pocket medical expenses not covered by Medicaid or
private insurance. Notwithstanding the possibility that not all these expenses would have
ocen covered under Fred Meyer insurance, some may have been.

~ CSED was remiss in not confirming Fred Meyer medical insurance coverage
earlier than it did. According to agency* policy (8231.1F), staff had an obligation to review
the Answer to Inquiry questionnaire’ completed by Fred Meyer to determine whether
medical insurance coverage was available and whether the obligor had enrolled his
dePendents. Two factors prevented effective agency action. First, CSED sent the
withholding order to the wrong store. Then, the age.nc% failed to follow up when the
Answer to Inquiry questionnaire accompanym? the withholding order was not returned
within 14 days as required by law. It was too late bK the time CSED found out that the
Fred Meyer Portland office had neve, recavcd a withholding order,

~An important public interest here concerns families whose incomes Rreclude the
possibility of obtaining medical insurance coverage In such situations, unless the obligor is
promptly required lo obtain available insurance, children mav go without coverage In
such cases medical insurance coverage lost is lost forever, and medical care not received
for lack ofinsurance may have permanent consequences for growing children

Also in the Iar%er[?ersp_ective, aggressive collection is o fmore than passing interest
to the public, since CSED's failure to collect child support can result in greater stress on
rtatc public assistance resources than would be required if families recaved chdd support
due them As the agency recently learned as a result of a federal audit, inefficiency could
cause federal funds to oc withheld from both state child r pport and public assistance

agencies.
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The position that later collection of child support will mitigate failure to garnish
wages earlier is p.a_rtlcularlx without merit when considered in the context of support. If
the concept of mitigation has merit at all, it follows that mitigation is both more certain
and more meaningful the earlier it occurs. It is important to recognize that the concept of
child support is based on somety'sgu_dgment that d'Jldrtn need support. Stated another
wa){, the purpose of child support is to provide support to children, while they are

children.

~In absolute terms, without assurance that money not collected will eventually be
f?ald, there is no assurance that the lost collection opportunities will ever be mitigated.
hus, CSED’s failures to collect are not necessarily recoverable errors. In this context, the
Ombudsman's preliminary report concluded that in Ms. Delaney’s case CSED's actions
exceeded limits established both by agency policy and by good government practice.
Accordingly, the Ombudsman proposed to find justified the allegation that the Child
Support Enforcement Division inefficiently failed to collect child support. Given the lack
of a detailed response from CSED confesting the proposed finding, the Ombudsman

retained ajustified finding.
RECOMMENDATION

The Ombudsman's preliminary report proposed one recommendation. For the
reasons set forth in the Ombudsman rebuttal section of the report, that preliminary
recommendation has been retained as a final recommendation.

Recommendation |. Given the likelihood that support not collected will never be
collected, and given tlat Ms. Delaney’s children are forever denied child support not
collected during their formative years, the Ombudsman recommends the Child Support
Enforcement Division refer this matter to the Division of Risx Management to determine
whether liability exists and whether compensation to Ms. Delaney and her children is

appropriate.

Additional recommendations could be made. Those pertinent to this investigation
were already made as part of a program_audit completed in March 1994 by the Alaska
Office of Management and Budget, Division of Audit and Management Services
(OMB Report 04-26). Because CSED has already received and responded to those

recommendations, they will not be repeated here.
AGENCY RESPONSE AND OMBUDSMAN REBUTTAL

The Ombudsman's preliminary report was provided to the agency on June 29,
1994. On July 8, Director Mary Gay requested an extension of time to August 14, 1994,

to respond to the finding According to Ms Gay:

We arc forwarding your recommendation and management history case
information to the D.eEartment of Law. Attorney General and Department
of Administration, Risk management Division, for their separate opinions.

When no response was forthcoming by the extended deadline. Ombudsman Stuart
Hall met with Department of Revenue Commissioner Laraine Derr on September | to
discuss the report. Commissioner Derr told Ombudsman Hill that because CSED had
already informed the Ombudsman that it disagreed with the proposed finding and
recommendation, the Ombudsman should proceed to issue the final rePorI Commissioner
Derr added that CSED would not refer the matter to the Division of Risk Management
because CSED believed it was not responsible for the uncollected child support due this

complainant.
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In a letter dated September 6, 1994, Ombudsman Hall asked Commissioner Derr
to reconsider. He said in part:

While I am well aware that CSED is not legally responsible for uncollected
child support, it is responsible for its errors. Jodi Delaney’s ease does not
appear to be a simple ease of delayed response due lo agency workload or
the discretionary allocation of admittedly limited resources to other
priorities. Instead, there appear to have heen a succession of delays and
errors by CSED personnel tn handling her case. These delays oj.J errors led
to lost opportunities to collect support and obtain health insurance for her
children. While the debt owed Ms. Delane_¥ by the obligor has not
diminished as a result of CSED's actions, it may well be a worthless
‘Naper” debt. |f that is in fact the ease, any opportunity lost to collect even
small amounts of support may cause damage to Ms. Delaney.

Interestingl?/, we receive complaints about and sec evidence of rapid and
zealous collection responses in other CSED cases. In fact, as the report
notes, dicrc were some instances o f rapid response in Ms Delaney’s ease.

Ombudsman Hall went on to note that the agency response to date was a simple
verbal denial of legal liability, and that CSED had lost yght of the human impact on
Ms Delaney and her children. He added that the lack of any reasoned explanation to the
complainant or the public was especially unfortunate given Ms Delaney's 'persistent and

useful" nvolvement in her ease.
Commissioner Derr responded in a September 15, 1994, letter. She stated that.

... the Department of Revenue and the Child Support Enforcement
Division continue to disagree with the determination of the Ombudsman.

As indicated in your letter of September 6, 1994, CSED is not legally
responsible for uncollected child .alpPorL Your preliminary report states,
'From a debt collection perspective there was no assurance the division
could ever collect any of the arrearage In this case the obligor had a spotty
employment history, had beer, uncooperative, and was already tens of
thousands of dollars in arrears /Mid the arrearage was growing, not
declining." In point of fact, CSED has collected over 513,000 in child

support on behalfofM r Delaney.

While it is true that errors were made in the processing cf Ms Delaney’s
case and that the Interstate Team is severely undestaffed, CSED has
attempted to collect the child support on behalf of Ms Delaney and
continues to do so. Also. CSED is continually looking at ways to improve
their operations ind increase efficiency Your comments in these areas arc
appreciated and arc being taken into consideration.

The DeBartment and CSED do not fed they have been negligent, nor arc
the_;r liable for the uncollected child support However, on behalf of the
Child Support Enforcement Division, | do apologize for the errors made in

Ms Delaney's ease

In rebuttal the Ombudsman notes that agenda may well be liable for negligent
performance in whatever they undertake to do. whether that is collection of child support
or some other activity It is not child support that the Ombudsman’s report sug?ests may
be owing Ms. Delaney from the state, but any damages that may hive resulted from
CSED'| errors. The commissioner's refusal to refer the question to Risk Management
leaves this office without the benefit of their analysis and no hasis for changing the finding
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Representative Mark hanloy
Co-Chair, Finance

State Capitol, Room 507
Juneau, AX 995701-1182

Dear Representative Hanley:

The University .o/ Alaska Fairbanks supports a means of providing
retirement incentives for Iong-term, employees this Y,ear. In the past this has
been an opportunity to have senjor employees retire from the university
therehy, making it possible to hire at the entry level for many of our
_osm%ns. This, of %ourse, results in savings for Us and Is effective and lese
Isturbing than layotfs as a way to generate savings

With the financial constraints of the past few years and anticipated continued
pressures on the state budgvt, we need somé flexibility to meet new needs
compensation ad%ustmentf, ant|C|Pated, .general fund “reductions and fixed
costs. The current market is good for hiring |4un|or facuItY, which means that
we can hire at lower coot in areas of nerd.” Fspeaaly helpful in SD148 Is the
opportunity to provide one or more RIP windows during a thrce-ycar pcnod.

| urge you and all members of the Finance Committee to support this bill. It
will"provide relief at a time when dollars remain scarce.

SinceTely,

JoAg K. Wadjow, Charuyllor
University of Alaska Fairbanks
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FISCAL NOTE
STATE OF ALASKA HILL NO. _CSS1U4SIKLSJ_

1995 LEGISLATIVE SESSION
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FISCAL NOTE

STATE OF ALASKA BILL NO.CSSB t.a «filS
1995 LEGISLATIVE SESSION

Tho Di.vini.on of Finance 1o responsible for verification of employment history and processing
of termination pay for all ntato omployoon. Thio includon verifying tho length of employment,
accounting for all leave without pay during the entire employment with tho ntato and determining
salaried for the throe highont years. Final and terminal leave pay must bo procooood in

accordance with contractual agroemontn.

with implementation of a Retirement Incentive Program fRIP) the workload fcr those function#
would bo Significantly increased and additional support will bo required by tho D»vision of
Finance to meet processing doadlinno. It in estimated a half time Accounting Technician 1 w;i:
to needed in FY 96, 97 and 90 and the first half of FY 99 to accommodate the additional workload

generated by tho program.

Accounting Technician 1,

FY 96 FY 97 FY 98 FY 99

Range 14 A half time 19.1

Range 14 U half time 19.6 9.8
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POSITION INFORMATION HAS BEEN UPDATED AND FUNDING HAS BEEN UPDATED.

04/18/95 Position Information Inquiry/Update 08:05:01
Position: 02*02#167 Project: O Salary Costs: 13.968.00
Component: 02*95*04-04-00-00 Region: Benefits Costs: 5.083.57
Scenario: 2 FY: 96 COLA K: 07000 Total Costs: 19.051.57
Actuals not available (Status: UNKNOWN ) | Retirement Code: A

Step: A for 6.0 months & Step: 3 for 0.0 months (total; .6.00
00/00/00  Merit Date: use merit defaults? N ( 0,00 & 00 0
0 Class/Sched Prefix: 2 Schedule: 2A (actual:

Bargaining uUnit: GG Range: 12 (actual:

Location Code: AWA Place: JUNEAU

Job Class Code: P1210 Title: ACCOUNTING TECH 1

Seasonal Indie.: P Typo:

Optional Override Salary Rates:
Monthly Rate: 0.00 for 0.0 months 4 rate of 0.00 for 0.0 months

Hourly Rate: 0.00 for 0.0 nonths Frozen at this rate? (Y/N): N

Press ENTER to update record: enter # or use PF key to go to another screen:
i°Premuim pay info 2“Fundmg into 4-Code Translations 6"Calculations

/"™"MiSC NEW POS DATA  8«Oetail Report 12«Exit w/0 update Selection: O



PRESS ENTER TO CONTINUE

04/18/95 Personal Services Cost Calculations Detail 08:05:07
Position: 02*02#167 Project: 0 Salary Costs: 13.968.00
Component: 02-95-04-04-00-00 Region: Benefits Costs: 5.083.57
Scenario: 2 FY: 96 COLA % 0.000 C.0.L.A. Costs: 0.00

Total Costs: 19.051.57
Schedule: 2A Range: 12 Step: A & Extra Step:
Monthly Base Rate: 2328.00 & Extra Rate: ( FROM SALARY SCHEDULE )

Base Hourly Rate 0 162.50 Hours Per Month:

Salary: for 6.0 months

Annual Pay-

Premium Pay*

Totals-

Benefits:
SBS-
Medicare*
Retirement*
Variable-
Short <term*
flIxed Ben.-

13.968.00
0.00
13.968.00

Est. cost
856.23
139.68

1.966.69

"0 o

1.299.66

COLA
0.00
0.00
0.00

COLA
0.00
0.00
0.00
0.00
0.00

N/A

143

( FROM SALARY SCHEDULE )

& for 0.0 munths CIlj\ Total
0.00 0.00 13.968.00
0.00
0.00 0.00 13.963.00
Seas. Ind.* P Barg. Unit* GG Ret. Code* A
SBS rate- 0.06130 * salary: max- 3861.90
Med rate- 0.01000 * salary; max- 99999.99

Retirement rate 0.14080 * salary
Variable benefits rate 0 0588004 salary
Nonperm benefits rate 0 000000 * salary

6.0 months 0 433.220 & 0.0 0 0.000 /2



FISCAL NOTE
STATE OF ALASKA HILL NO. CSSB I«J8(KLS)

1995 LEGISIwVTIVE SESSION

Revision Date Department Effected Administration

'mlie An Act relating to contributions and benefits in the 9RU Retirement 4 Ber.pf lo;
‘cachcrs retirement system and m the public employees Component Retirement 4
Sponsor Senate Finance Committee

Requestor COMPONENT SERIAL NO. vL
EXPENDITURES/REVENUES: (Thousands ot Delia's)

OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FYOO FY 01
PERSONAL SERVICES 8355 8355 635 7 527 7 527 7 527 7
TRAVEL 60 0 600 550 520 520 520

j CONTRACTUAL 15369 931 8 923 9 5239 9239 9239

, SUPPLIES 20 A 51 39 39 39 39
EQUIPMENT 186 0 00 00 00 00 00
LAND 4 STRUCTURES 00 00 00 00 00 00
GRANTS. CLAIMS 00 00 00 00 00 00
MISCELLANEOUS 00 00 00 00 00 00
TOTAL OPERATING 26308 1337 A 1618 5 1507 5 1507 5 1507 5
CAPITAL EXPENDITURES 00 00 00 | 00 00 00 1
CHANGE IN REVENUES f 1 J 99 1 90 00 99 1 99 | 00 1
FUNO SOURCE (Thcusardsof Dc'ijrs)
1C02 Federal Receipts 90 00 00 00 00 00
t003 GF Match 00 00 00 00 00 00
KXWGF 00 00 00 00 00 00
tCCS GF/Program Receipts 00 00 00 00 00 00
tC06 GF/MHTIA 00 00 00 00 00 00
OTHER 2638 8 t 032 A 1610 5 1507 5 1507 5 1507 5

(total Te = xe32a t6185 1.507 5 V597 5 1.507 6
Estimate cf any current year (FY 95) cost, .reio
FULL-TIME to 10 10 10 10 10
PART-TIME 0 0 0 0 i 0 9
TEMPORARY 9 9 3 9 1 9 0

. ANALYSIS: (Attach a separate page rf necessary )
The actuarial costs to participating employers duo to tho retirement incentive program are to bo part up front and no
additional costs lo tho systems ore anticipated An admmotralrvo charge for prirt.crpotmg employers *s-1cover tho

encreased costs of odminetenng tho program

The cost as a pjrcnnl cf salary for PERS and TRS wrnployoes fust hue j after Match 3t. 1566 is estimated Jo be 5 5'..
P’oav* refer to the attached graphs tor a complete oiplarufcon

t*ors1cety £eigj] F
“AVUoN Hrtwnwil &

Approved Vi conwmu«ner

Apev

PREPARER TO PROVICT Al C»5TBrQUTK>N CCPf.S TO GOVERNOR'S IEG SIATrvE Off CE
For Nrihe* mtndvlon rdormasion c*»the Qo.ernor %irgiU M Ortmi . .
PxJt 1 ol

ftr. 31%6



FISCAL NOTE

STATE OF ALASKA |
E ALK < on HILL NO. CSSB 1J8(KLS)

ANALYSIS (t intinucd)

Tlws bill creates a retirement inccntr/o program for tho Pubic Employees' (PERS) and Toichars' (TRS) Retrremcnt Systems
o addition, it allows for separation bonuses for state employees. Authorization of a RIP for Stato employees could bogm as
earty as Juno 30. 1995 or as Into as Juno 30.1998 RIP eligibility periods for stato employees would bo designated by tho
3ommfi.s*>nor of Administration R.'P window periods would last from 30-80 days The University of Alaska may adopt a RIP
jefwocn Juno 30. 1995 and Juno 30. 1998 Participating PERS political subdivision employers may adopt a R!P between
October 31. 1995 and Cclobor 31. 1996 Active PERS and TRS members could retire on an accelerated basis with an
ncreased benefit under the following conditions at age 47. if vested; with 17 years of service as a qualified peace officer,
io fighter or teacher, cr with 27 years of credited service intho PERS Before qualifying for .in accelerated benefit, however,
*ho member must pay a lump surn indebtedness payment or take an actuarial reduction from their lifetime benefit for the
ndetitednoss amount

Vo estimate that ten permanent employees will bo needed to manage the operations of the program and increased service
temnnds into the future Nine long-term non-permanent employees will also Ce needed ever the noil two fiscal years, with
hroo of those to remain for tho third fiscal yoar. Personnel will handle increased counseling, address and boncficiary
mangos, account mainlonanco. and other services Subsequent increases in tho number of retirees will necessitate
ncreased permanent employees to handle Iho increased demand for information and services

Ve estimate that we will need to increase our normal number of counseling trips by 17 tnps over tho noil rnvo fiscal years
*0 assure that meinbcis and employers understand tho options and requirements ol the programs

'his bill also creates a thud tier mtho PERS and TRS Tho maior p<ovruons of the third tier will 1) lower tho employee
ontnbutnon rato. 2) increase tho sconce based retirement roquuoments. 3/ set tho benefit multiplier at one and one-half
erccnl fer all yca.™ of sorwee.m 4) makes dependent medical coverage puchasable by the retiree. 5) clun-nates the 66 2/3
is! survivor option, and 6) eliminate* Iho Level income Option fcr PERS

=-'Twevcr. the txjgest change ts that tier throe, mandatory for stato of A)aska jnd the University of Alaska, a elective for ail
.sher employers Also, when detormmiog employer contribution rates, tier one and fwo w i bo determined separately from

*or three Previous changes to tho retirement systems have been mandatory

The total estimated admmntNitrvo cost to the drvtion by fiscal year is as follows



FISCAL NOTE
STATE OFAITOEKSA HILL NO. CSSB NSIRLSJ

1995 LEGISLAT ESSION
FY 1996 FY 1997 FY 1998
PERSONAL SERVICES

FY 1996

1 Analyst/Programn.or IV S624

2 Accounlant il 1172

2 Retirement A Benefits Spoc I 1172

2 Retirement A Benefits Sf.ec 1 1030

1Accounting Tech 1 455

2 Rotiromont A Benefits Teen I 824

4 Retirement A Benefits Tech Il (NP) 1453

3 Accounting Clork Il (NP) 1008

2 Admin Clork 1(NP) 58 2

TOTAL FY 1S9G COSTS . S33S5
FY 1997

1Analyst/Programmer IV $62 4

2 Accoun:ant llI 1172

2 Retirement A Benefits Spoc i 1172

2 Retirement A Benefits Spec 1 1030

1Accounting Tech 1 4b 5

2 Rotiromont A Benefits Tech 1 824

4 Retirement A Benefits Tech Il (NP) t4t>6

3 Accounting Clerk Il (NP) ICO 8

2 Admin Clerk 1(NP) Jju

TOTAL FY 1997 COSTS S5355
FYJ993

1 Analyst/Programmer IV S 6214

2 Accounlant I 11/2

2 Retirement A Benefits Spec I 1172

2 Retirement A Bore fits Spec 1 103 0

1 Accounting Tech 1 45 5

2 R>tiroment A Benefits Tech I 92 4

2 Ri irement A Benefits Tech | (NP) 74 4

1 Accounl.ng Clerk 1(NP) 219

TOTAu FY 1998 COSTS 5527 7

J.*¥ <



FISCAL NOTE

_STATE OF ALASKA BILL NO. CSSB 148(RLS)

1'>9% LEGISLATIVE SESSION
TRAVEL

Traveling to vanous locations throughout tho state

lo counsel prospective retirees and grve seminars S 600 S 600 S 550
CONTRACTUAL

Communication (Tolephono. Postage) 234 23 4 190

2400 2400 2400

Actuarial Services

Computer System Upgrades 600 0 00 00
Legal Sorvicos 1100 1100 1100
Audit Services 400 400 400
Lease Space 500 O 5000 500 0
Mainframe Computer Timo 150 150 115
Software Maintenance 51 00 00
TrnmingiRisk Management 3< 3< 3%
TOTAL CONTRACTUAL 1536 9 931 8 923 9
SUPPLIES
Office Supplies. Calculators, software 204 51 39
EQUIPMENT
Computer Workstobons 66 0 CcoO 00
File Cabmets (10) 40 00 00
Cffico Chairs (17) 102 00 00
FAcrofichc Viewers (17) 102 00 00
Office Workstations 500 00 00
ComputeriNctwork Printers 120 00 00
Computer Network Upgrades 214 00 00
Telephone Unit (17) LsU JLFI
Total Eqippmonl if11f] -Jw S
TOTAL OPERATIONS COST S2 638S St.8324 si 5185

The retirement fec.irvewns. rebrement *.peoalrttv accoun&rvg fechncuns and nccourtng cktfVs n*<*j constant ik c m

*o tho PERS and TRS computet ffes Wo do not have any eicess torrr.mats. rrjc/of<r *wwer*. ot ca>cu'dtcn Our

i (tIC"T'ent toque?j vwvi our rqupmcnt m><g. lor the duration ol thus program We propoft r the putch o» personal
omputors to tv used as termmats Cecairvi they wsll tX? compabWe wth the dvr-on \ -cal. tea r ofrrork

“\k .ire also piopnejng the purchase ol ?*o Add&onal computer printers The previous P s put .1 great demar.;j cn ou
em&ng prntces and we were always *i a state ot tMC*i>; Cur current day to day printer ne*J» maivnwe the capachr ot
jut emang pmtcrs Alter comparing the ccrJ ol leaung printer* for rwo yr.vv coupled w*h .u msi.03 r.eed*. putC-iavng

nea printers ivcuVJ t*» more cost effect**

Al rvnr.trat%e costs ol the program *viJ |>n pad n advance try parftdpatng employer* as 'equrfed ty the t'n»

FuPdeig Source B/eakdown for FY j 996.

1029 PERS 514513
1034 TRS KUSLS

5: 638 a

t-agt *
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STATE OF ALASKA TRS

TIER 3PLAN PROVISIONS
COMPARISON OF TOTAL EMPLOYER CONTRIBUTION HATES

£;] Cunont IRS
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STATE OF ALASKA PERS

TIER 3PLAN PROVISIONS
COMPARISON OF TOTAL EMPLOYER CONTRIBUTION RATES

(%oof Pay)

tgj Curionl PERS | ") lior 3



FISCAL NOTE

STATK OF ALASKA
V»5 1LKFAIISLA 11VK SESSION

- I[»*»C0

Lo AnE { ttmbmtotieV*»o™ ~~ - *Trgjgr g CAtfaﬂ T

11 NO. (SSI! UH(MN

Department Aifccico "4y y

Tt‘éH??t” AERTEIFLEH* nr t-Tftnr* Comjxneftf R S gty
oo S7ale PraTaCyr=?»c ~~ " T T T T T COMPONENT SERIAL NO <
f XPE NOITURES/REVENUES I™xirMAtft o»Cc4.nm»
operating expenditures FY 9% FY 97 FY 98 Fv 99
* PERSONAL services X»? X97? X0 3007 i
eravel CO 00 00 00 j
contractual Tof ? A rfA 4 *kex |
supplies /? 11 ta TO
cupment Vo 00 00 00
ANO NSTRUCTURES 00 00 00 30 i
JFFANTS. CLAIMS 00 00 00 00
V bCCLL/?..~"S 00 00 no
total operatint ?2'391 10//i *07?r a t0*4
capital EXPEVDITURTS 00 00! 00 i 00 |
CMANGEINREVENUES | 1 3v1l 05 00 i *
f UNO SOURCE T Ot *L r-ria't
'7.J Rcc*-ct'- cO1 00 00 o:. 1
*CC3 OF MEicN *3 1 00 00
TCO4AGF . . 00 00 00
*ocs Gf PICY) mt QH+V 4t 00 00
*COJGEIMMITIA 00 00 00 a
OTK*P e ¥ Q ior? * . jr* 4 i err 4
TO»AL ! eor*a jira \* 4
Etttmalf ot a/w cu*t*«f ia#t |FY 93) cotl J;e*o
POSITKXS
rULTiMt g 1 § 1
eart.Time
Tf UOQPAJRY

ANALYSIS « K*Yy oA j.r»

fT'tatl Jo »* tIMCOrtXkAON'tlet &= Pi=c EmfAcvo-. RoVj«<r.c45 * { .

[t.1%C ,>a «{*+

9*L.S0*941\C

FY00
XO0:
30
W) 4
*0

00
00
00
70?74

50

00
: 0

Co 1
oc 1
eirr 4 i
¢ T4

i"j.i 4« 10«<'r?.n mmedexsr>1 14 Mffl HN>elicit @ P *e| B ‘eiw
A farOrf* m’PO W5 ftp)$n 4 AXGMUR itvlimtictj *Hp*Cl P WKHwt:«ov ~ » Mo>
tiMNM otfrrillimef
f o> t-jty AMi«rti S*ara**? Sede]
. . o>
V> freEn, /. dite /-0 j( I\y J'& u»
Wt 1 ARI a *P"U0— ct AS;C<H*R™M>.U"1. XCcillCS » -off*N,W"iu UK
#ax Nrxixxs »I V-* . *|.C.*.on* R ~li

we, OM

Ay Q*

(4/11/95)

FY 01
309?

00

A5 4

te
00
00
00
00

tor? 4

00

00 |

« (] «v|r« ""V<« | ContAtaAOi
lcUt ti&f



HSCAI son

STATI Ol kr ASKA DIM. NO. CSSB HX(MN>
1995 LEGISLATIVE SESSION 9-LS0-940G  (4/11/95)

ANALY3IS (continued)

This IkIset; up ;i defined contfLufcon rct.emeM plan (DCRP) for all stale employees first h«red on or afler January 1. 1999 ||
afco atovc po'ty.il suUV.tyons CrxJuOnjscto* tScinet.) and p utx organizations lo voluntarily elect to paOopate m the DCRP
‘ot tnewr nmprecynes first hued on or aftnr January 1. 1999 *» lieu ot parbopabng in mo Pubfcc Employees (PLRS) or Teachers'
TRS) Rotrrcmeni Systems  The new DCRP veil tx? adrrunntered Qythe Department of Administration wrth the AJaska Slato
Pens*)n Investment Board (ASP'Q) homing fdunary responvt>Wy for investments Under tho WI. Tho TRS will continue as a
Jjfnwrvj system wirt new entrants ailcwed after January 1. 1999. the PERS we.lbecome a cfcse<j system witi ng new entrants
»lowed after January 1 1959 Under me OCRP both She employee and employer wit contribute 75S of compensation to a

eelement account

wJmon&aVea ccr& associated * 'h the DCRP include seven employees who w | te responsible for cotlcctng and t/anyrutLng
contntubons. audArvj accounts and counsel members on their benefit payout options and aufhcormg benefit payments
uocordkeetwvj for investment optens wfl tse harvped b/ an outsxlo record*coper

The tc*ai estimated adnunfstratve cost to the dvrvon by fiscal year rs as follows

FV 1999 FY 1997 FY 1999
PERSONAL SERVICES

1 Accountant IV S« 7

1 Accounlrv; Tech H 455

| Retoemert 4 Bene™**, Tech | 455

1 Accc”nusg Tech | 41 2

t Retremer! 4 0ene*M Tr h ;*i 41 2

t Acccvinioj Clerk :a 371

1 A<jmifi Clerk | 12Q

TOTAI Fv 1999 COSTS 5309 2

QL'52Z

1Accountant fy iw 7

! Tech li 45 5

1P»{rtm*r| 4 Rarvc*es Tech | 455

1Actcvntn’j Tech | 41 7

1 WeiKr~erd 4 Bene'c* Tcrh i 412

f Aco™ning Clerk i 371

| Ad/tmClerk il J2.9

TOTAL F< 1997 COSTS 53C32

f] 199%

1 Accountant PJ $94 7

1Accrvitev) Tech 1 455

f Rrtfenvefit 4 Renvftts Te™idl 455

oo *«r» t 412

| ReW WM/t *e.».! 41;

1Acco/-tmj Clerk Ul 371

i AinNin Clerk | 320

TOTAL fy f998 COSTS S1C9 2
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SB N&S - Defined Contribution Plan
25-Year Projection: New Plan #Closing PKUS w». Current PKRS Only
State of Alaska Employ ces Only
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VEAR

199%
ITO

1997
199*
I*m

2000
20i)l

o=
2003
2004
20115
2«X*,
2007
28
2009
2010
2011

2012
2013
2014
2015
20|«.
0or

10X

2019

Employer Hate
(Defined Conlnbntion
Plan A PERS)
1307%;

11 36%

13 82%

13 99%

11 9X%

13 75%

13 49%

11 12%
12H1%

12 59%

12 32%

12 09%

11 697i
11 372.

11 16%
1092%

10 79%
lo 52%
o2v.
1007%
991%

9 69%
963*W
9 48%

9 31%

SO MX e Defined Conlnbuiioii Plan
ADDITIONAL COSTOVER CURRENT PERS

Con <5mil i
S71 3
5729
S75 4
$76 4
570 3
$75 1)
$7) 6
5716
5700
S6X 7
So7 2
Vrf.o
563 X
562 2
5<419
$6) fi
5<X9
55?7 3
St 1
555 o
$54 J
$52 9
$52 6
$51
$50 *

Employer Hale

11V>?

(PERS)
12X27?;
12 11%
11767?;
11 49%
11207;
il o:*;
109.3%
10X1%
1007%
10 5X%
lo 4-r;
io 35%
1011%
i0:?e;
10 24%
1021%
10 13%
10 21%
10 27*;
io n%
10 i<%
10 30%
10 47%
1d 54%
iowi';

$700
560 3
$64 2
562 7
$415
w44
559 7
5590
55X 3
557 7
557 ;
55% 5
156 3
554.0

$ * *
$55 3
5*3 7
$56 0
$6, 1
54 *
$'4. 5
557 |
sr *
svV<:

AdJnion.il

Con (5 mil > Con (S mil j

Sl 4
56 7
511 2
513 6
514 X
514 6
5140
5126
511 7
SII O
5100
$95
575
56 1
5'0
539
5*0
$1 *
So 1l
*51 4)
< 0)
i$3 7>
154 6)
(55 X)
<571

VYN b tf b



May 1, 1995

TO: T. Cramer

FROM: Norma Strickland
Senate Finance Committee Sec"y
Ext. 9935

SUBJECT: CSSB 148 "U'™ Vorcion
Tho following Amendments are needed tor tho final:

D March 1 changed to March 31 throughout document and on page

19, lino 8.
2) Pago 18, line 4, after the word"employees" insert:
Yas part of a permanentreduction in thepersonal services

costs iIn that section.”

K)) Page 24, Lino 8, after the word"research" insert:
and does not entitle the 1individual toreceive retirement,
health, or leave benefits, except social security replacement
if required by IRS code."

If you have any questions, please feel free to contact me. The CS
iIs required as soon as possible. (I had to add that - yuk)

Thank you,

Norma
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SENATE FINANCE
COMMITTEE
Amendmeni Number:/h**" '
Bill Numbor: S/i /Y&
SponscrAA r//y>i Data: s/ /'l if

loggod In By: R/fij,'
y 1

Amendment

TO: CSSB UK (FIN) By R. Phillips

fS Vv

Pace Line/, alter the ward "employees' insert:

JIs pun ot a permanent reduction in the total number nt tmif-

i */~i-vA—Z

[Tr> amendment fie\s _tgs\ retirement incentive program to permanent reductions in
employees as Ixelin\ it minus
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WORK DFAFT WCRX CRAFT ORK CFAFT

tA>vo%evd . I'LIccA | CLa-fv M~LocA. ZI 6+LS084I\U
y IUc etd. - ATA A g oSty
SEM /T RNANCE 4130195
CeiVi-airi”e
Amendment Nur-fter;»- 5~'J-
Bill Number: <;/3/V A"
SponsorXvdc. Cate; <7*
Loggoo in By.
1 /1 *
Ir]/ 1Y A (;gdegR SENAI.E4P|ILL NO. 148( )

IN THE LEGISLATURE OF THE STATE OF ALASKA
JV-.L A | NINETEENTH LEGISLATURE - FIRST SESSION

3 _ P y
BY ./ A
N N GV a*/ a9 J*j y
OfTerrd: /

Referred:

Spoosons): SENATE FINANCE COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act relating to contnbutions and benefits In the teachers’ retirement system
and in the public employees’ retirement system; relating to the supplemental
benefits system; relating to retirement incentive programs for the public
employees' retirement system, the judicial retirement system, and the teachers'
retirement system; relating to separation incentives for certain state employees;
repealing a provision permitting the National Education Association to participate

in the teachers' retirement system; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

o Section 1. AS 14.25.040(a) is amended to read;

(a) Unless a teacher or member has elected to participate in the optional
university retirement program under AS 14 40.661 * 14 40 799. a teacher or member
contracting for service with a participating employer is subject to this chapter. A
Khw | fegjld shill. to rmlutign®cIKLAJKibtr LflLMHictMH in iht rniuaioa.m

it 0SSB 10( )

Km* Thixt ‘'ndrlin x1 ;ZMUrTKO 7XXT 3JUCXm O3/
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contnbutions and benefits enacted bv this Act and shall inform the administrator
of its decision. For.KhaglJjoarda in c.\istence onJanuary 31. 1994, the board
shal,in/Qrm the adrmnijt.rator no later <hagj>hruary 1 19M. a school board
that comes into existence after January 31. 1996. shall inform the administrator
Ahethelit elects tQjL< 3 Micipatipg or nonpajticipatmg employer. A school
boardJhal dectt & participate in.the reductions may .not later revoke its
participation,

*Sec. 2. AS 14.25.050(a) is amended to read:

(@) ™ [BEGINNING JANUARY 1. 1991, EACH] teacher “ho is first hired
on or after March L 1996. bv the Department of Education, the University of
Alaska, or a participating school distnct shall contribute to the svstem an amount
enual to 55 percent of (he teacher's base salarr accrued from July 1 to the
following June 30. A teacher *ho is first hired before March 1. 19%. or who wM
hired bv a nonparticipating school district on or after March 1 1996. shall
contribute to the system an amount equal to 8.65 percent of the teacher's base salary
accrued from July | to the following June 30. The employer shall deduct the
contribution from the teachers salary at the end of each payroll period. The
contributions shall be deducted from employee compensation before the computation
of applicable federal txses and shall be treated as employer contnbutions under 26

US.C. 414(h)(2)

» See 3. AS 14 25.070 is amended to read:

Sec. 1425.070. CONTRIBUTIONS BY EMPLOYER. For employees first
hired before March 1. 1996. and for employees hired after that date bv a
nonpartlcimtin* school district, an (AN) employer dull contnbutc to the system an
amount equal to the percentage, as certified by the administrator, of the sum total of
the base salanes of all those teachers that is required in addition to teacher
contnbuuons to provide the benefits of this chapter for those teachers times the sum
total of the base salaries paid to those teachers by the employer. For teachers first
lured on or afar Mirth by Ihc Dtpirtmm riLEdugtitHL UwLI'nirmitT
of Alaska, or i rmrddpatine vhooi district, the Percentage that the employer thall
contribute shall be computed under this section with the data that applies to those

CSSB 14K ) >
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teachers-
*Sec. 4. AS 14.25.110(a) is amended to read:
(a) Subject to AS 14.25 167. a member .S eligible tor a normal retirement

© 0 N OO Ol &~ w 3

S

13
14

15
16
17

18

19

21
A
23
24
25
26
27
28
29
30

31

benefit if the member was first hired

(1) [WAS FIRST HIRED) before July 1. 1975. has attained the age of
05 years, and has at least 15 years of credited service, the last five of which have been
membership service or is otherwise vested in the system;

(2) on or after.July. 1. 1975, and hefore March 1 1996. or after
March 1. 1996. bv a nonparticipating school district has attained the age of 60 years
and has at least eight years of membership service;

13)  Dbefore March 1, 1996. or on or after that datebv a
nonparticipaliDg school district has attained the age of 60 years, has at least five
years of membership service, and has at least three years of Alaska BLA service;

141 on orafar Marsh 1. L % ov the of Education. Uk
|. niversitv of Alaska, or participating Khrai district and

1A) has attained the age of 60 vears and has at least five
Aars of membenhiD-seryicci or

IBL-ihtjuni4?f.int-mtmb<r'3.agi.plm-iht nnmtKr'3 y.«n
of membership sennet equals or excetds 85;

'5)  Dbefore March L 1996. or on or after that datebv a
nonparticipating school district and [(4)) has at least 25 yean of credited service,
the last five of which have been membenh.p service;

(6) before March h 1996. or on or after that datebr a
nonnartleipiting school district and [(5)) has at least 20 years of membership
Service;

(7)  before March 1 1996. or on or after that datebr_ |
noppirtkipitim school district ana [(6)) has at least 20 yean of combined
membenhtp service and Alaska BIA Service, the last five of which have heen
mcmbenhip service; or

<h  teforc-Mirth L IfflL.gr an or afltr. lim dale br_i
nonoarticlpating school district and [+ 1has. for each of 20 school yean.

CSSB 14* )
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A) at least one-half year ot membership service as a part-time
teacher,
9) one full year of membership service as a full-time teacher;
or
O any combtnauon of service qualified under this paragraph.
» Sec. 5. AS 14.25.110<d) is amended to read:

(d) The monthly amount of a retirement benefit for a member who has paid
the full amount of any indebtedness is onc-tweifth of the member s average base salary
dunng any three sch'.ol years of membership service multiplied for members first
hind

LU  Dbefore March L1 1996. or on or after that date hv a
nonpartkipating school district by
|IAH(I)J two percent of the years of credited service earned
before June 30. 1990. including credited fractional years, and the years of
credited service through a total of 20 years; plus
'B) [(2)L two and one-half percent of the years of credited
service earned alter June 30. 1990. that arc more than 20 years of total credited

Service: or

M on or after March 1 1998, bv the Dtp«rtn)em of Education, the
I'niytralT of Alaska. ?r a M rigpatfflg xhw LdlIflrirt tr one and one-half pcrcem

of itK -rcin it srntttal Kcrkt-
* Sec. 6. AS 14.25.110()) is amended to read:

0) For teichcn first hired before March 1 1996. or on or after that data

by a noflgrtitiflltiflg Khrol dinrio. in (AN) actuanal adjustment must be made
to benefits payable under (d) of this section for early rcuremenL For teachers fir~
hired on or after March L 1996. br the Department of Education, the Unirtnttr
of Alnfcfii nT T nonparticipating school district, the monthly amount ot a
rrtlrrf” hmHW that would bt dm under (dl «f thfa section shall be rrductdhy
multiplying one-half ot coe percent times the number of months. to tht bcTTmMt
month, by “hkfa the retirement date of Ihc teacher fills short of the dilC-Qfl

»hich IbsdSM sha.r«riia.6Q .imn af aiti

CSSB 14* => u.
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e Sec. 7. AS 14.25.143(a) is amended to read:
ia) Once each year, the administrator shall increase benefit payments to

1 U eligible disabled members;

12] [. TO] persons age 60 or older receivtng benefits under this system
in the preceding calendar year;

.VrP<?mb,gn,*h9,.y.raikH hired before March, | . 1996, or on or
after that date hv a nonparticipating school district (; AND TO PERSONS] who
have received benefits under this system for at least eight years and who arc rot
otherwise eligible for on increase under this section; and

4 survivon-of members described in 13) of this subsection whe
the member and the survivor have together received benefits under this svstem
for at least eight vean.

e Sec 8. AS 14.15.143(b) is amended to read:
ib) The increase in benefit payments applies to total benefit payments except
for the cost-of-living allowance under AS 14.25.142. For members first hired on or
after March 1. 1996. bv the Department of Education the University «I
< a participating school district, the amount of the increase is the lesser of 50Q
percent of the increase in the cost-of-liring in the preceding calendar vcar or six
percent. For members first hired before March 1. 1996. or on or after that date
hv a nonpirticipaliDE school district, the [THE] amount of the increase is a
percentage of the current benefit equal to

(1) the lesser of 75 percent of the increase in the cost of living in the
preceding calendar year or nmc percent, for recipients who on July | arc at icast 65
years old and for members receiving disability benefits; and

(2) the lesser of 50 percent of the increase in the cost of living in the
preceding calendar year or six percent, for recipients who on July 1arc at least 60 but
less than 65 years old or for recipients who on July | are less than 60 years old but
who have received benefits from the system for at least eight years.

e Sec. 9. AS 14.25.167(a) is amended to read;
(a) Benefits payable under this section are in place of benefits payable under

AS t4.2i.110. 14 25.125. 14 25,155. 14 25.157. 14 25.160. 14.25.162, or 14.25.)J64

CSSB 14K )
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Cpon filing an application tor retirement with the administrator, cr when a disabled
member becomes eligible for normal retirement under AS 14.25.130(e). the member
shoil designate the person who is the memocrs spouse at the time of appointment to
retirement as the contingent beneficiary. However, if the designation of the spouse is
revoked under (c) of this section, the member may designate a dependent approved by
the administrator as the contingent beneficiary or may take normal or early retirement
under AS 14.25.110 or 14.25.125. The administrator shall pay bcncftts under the
option elected by the member. The member may elect an option that provides that

(1) the member is entitled to receive a reduced benefit payable for life,
ard. alter the members death, the contingent beneficiary is enutlcd to receive
payments in the amount of 75 percent of the reduced benefit for life;

(2) tha member is entitled to receive a reduced benefit payable for life,
and. after the members death, the contingent beneficiary is enuded to receive
payments in the amount of 50 percent of the reduced benefit for life: or

(3) for members first hired before March 1. 19%. or on or after
that date by a noapanicipating school district, the member is entitled to receive a
reduced benefit payable dunng the joint lifetime of the member and the contingent
beneficiary, and. after the death of either the member or the contingent beneficiary, the

survivor is entitled to receive payments in the amount of 66-2/3 percent of the reduced

benefit for life.

e Sec. 10. AS 14.25.168(d) is amended to read:

(d) A benefit recipient may elect major medical insurance coverage in

accordance with regulations and under the following conditions:

(1) a person who is younger than 60 yean of age must pay an amount
equal to the full monthly group premium for retiree major medical insurance coverage;

(2) a person who is at least 60 yean of age but is younger than 65
.can of age must pay an amount equal to one-half of the full monthly group premium
for retiree major medical insurance coverage;

(3) a disabled member or a pcnon 65 yean of age or older ss not
required to make premium payments;

(4) a benefit rtctoktu flnt hired on or. after-Marsh L

y~ rqre WNAeriintd izejerm rxrr macectets
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1996. bv the Department of Education. University of Alaska, or a participating
school district who is electing major medical insurance coverage for dependent*
eligible under >d(2) or «3) of this section shall pav the full cost of that insurance.
o Sec. 11 AS 14.25.220(42) is amended to read:
'42) "vested member' or "vested teacher' means an active member who
has completed either

t'’A) 15 years of service, the last five of which have been
membership service, for a member first hired before July I. 1975:

B) eight years of membership service if the member was first
hired before March L1 1996. or on or after that date by a nonparticipating
school district;

'O five years of membership and three years of BIA service if
the member was first hired before March 1. 1996. or on or after that dale
bv a nonDarticiDatipg_sdiQol district; (OR)

iD) 12 school years of part-time membership service or 12
school years in each of which the member earned either part-time or full-time
membership service; QE

>E) five years of membership service if the member was first
hir.rd. 9n..9L af*r-Mare.h 1, 1?96, by snt fHp2ron<n( of, Education,
Uniy~nirL of. Alaska. or a pankipitiM xbw | district;

o Sec. 12. AS 14.25.220 is amended by adding new paragraphs to read;
(44)  donparuciparing school discnct” means a school district that has
chosen under AS 14 25.040(a) not to participate in the amendments to ih*s chapter and
AS 39 35 that reduce retirement contribution rates and benefits:
(45) "participaling school district" means a school district thai has
chosen under AS 14.25.040(a) to participate m the amendments to this chapter and
AS 39.35 that reduce retirement contribution rates and benefits.
o Sec. 13. AS 39 30.150(a) is amended to read;

ia) In place of contnbutions to the federal social secunty system that would

have been required on behalf of an employee had the participating employer belonged
to the social security system, the participating employer shall ~ (CONTRIBUTE) an

ik CSSB la* )
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amount equal to 6.13 percent of the wages of the employee up to the taxable wage

1

i base then in effect in the social security system as the employee contribution. This
3 contribution shall [MUST] be paid into an individual employee annuity account in the
4 Department of Administration under the terms of the State of Alaska Supplemental
5 Annuity Plan. For employes who first become members under AS 39.35 (public
6 employees' retirement astern) before March 1 1996. and for employees of
T nonparticiDatlpg employers, the employer [THE. DEPARTMENT] shall pay 6.13
8 percent of the wages of the employee up to the taxable wage base 'hen in effect in the
9 social security system into the individual employee annuity account established under
10 this subsection as the employer contribution. For employees who first become
1 members under AS 39.35 on_o_r aft<r March. L 1996. except for employees of
12 nonparticipating employers, the percentage that the employer contributes as \h»
13 employer contribution is the percentage that results from subtracting t
14 percentage of the employer .contribution for the employee under AS 39,35.250
15 from 125 percent. This wage reduction shall [MUST] be treated as an employer
16 contribution under 26 U.S.C 4|4th)(2). All costs of establishing and administering
17 the programs established under AS 39.30.150 - 39.30.180 shall [MUST] be paid from
18 the amounts asailable in [CONTRIBUTIONS MADE TO] the individual employee
19 annuity accounts under this section. In this subsection, ‘nonparticipating
.0 s-mpl~cr” h« the memmg fiven.in.AS 3935,680,
21+ Sec. 14. AS 39.35.160(a) is amended to read: .
(a) A [BEGINNING JANUARY 1 1987. UCH] peace officer or fire fighter
23 U first hirri.Qa.9r.afltiLMif<;h 1 I1?&j?Uar.U»ui an smfitorrt.sLa
24 nonpinkipitini employer, shall tontribaH la lilt reitm an amount cquai.lo.ig
25 tKrttBLaf.UK.raCT ttfflrcr'j .gr flrr fliiitcr aCTtngciwfopi. A gti« ofTlcTr.gr
26 fire fliblir »tw U.flniJUrtdLIKfart.2:UrsiLJL.INtor »ho u an cmploYw af.jL
21 nonwrtkjp*~* employer. shall contribute to the system an amount equal to seven
28 and one-half percent of the peace officer's or fire fightefs compensation. Exctnt for
29 employwa of notmarlitiinUai employers. each (BEGINNING JANUARY 1 1987.
30 EACH] other employee whfiiz [Int hired on or aficr March I, 1?*. ihal
3l contribute to the system an amount eoual to five and 9Qr-half,Percent of Utt

tot )
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employee's compensation. Each other ™ -ilovec who is first hired before
March 1 1996. or on or after (hat d, » a nonpnrticipating employer shall
contnbutc to the system an amount equal to six and three-quarters percent of the
employee s compensation. The contnbutions shall be deducted by the employer at the
end of each payroll pcnod. The contnbutions shall be deducted from employee
compensation before computation of applicable federal taxes, and the contributions

shall be treated as employer contnbutions under 26 U.S.C. 414(h)(2).

e See. 15. AS 39.35.250 is amended to read:

Sec. 39 35.250. CALCULATION OF EMPLOYER'S CONTRIBUTION RATE,
(@) .An employer shall make contnbutions to the system :n amounts determined ;n
accordance with this section. For the purposes of this section, the past service date for
each employer for employees first hired before March 1. 1996. and for employees
hired on or after that date bv noppartiripaling employers is the entry date of the.
employer or December 31. 1972. whichever IS later. The past service date for
employees first hired, on or after March 1 1996. other than cmolovcq of
nonpartfcipdtin* employers. is the cntrr date of the employer or March L 1
whichever is later After December 31. 1972, if amendments to this chapter are
enacted mat substantially affect benefits accrued before the effective date of the
amendment, the past service date will be changed to December 3L of the year
immediately preceding that in which the amendment IS enacted. The contribution rate
for empkreq fint hired before M ardiL 1 ~ . and for employm hired oilor
after that date bv nonparticipaOng employers, IS the sum of the consolidated
employer rate for those employees and the past service rate that applies do thot
tmokiTta The contribution rate for employee: flnt hired on or after March L

new th*n cmptovtq of nomMirtkinitipi. cmctoTtn, u the sum of Iht

iiiiiiniir nr fir tThrr rmninn ini Thr mn ~rrirr nir th*

appiiq to the* employes

(b) In (a) of this section, ‘consolidated employer rate* for employee fint

hired before March 1. 1??4. and fo i employees hired on or after that dm hi
nonpTticipadng cmolovtn means the percentage of compensation of all those active

employees in the system which, if paid over the pcnod of their credited service after

CSSB 14* )
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the (TKE[K) Past service late ot those employees and when combined with all
employee contnbutions from those employees, § Sufficient to provide the benefits
earned after such past serves dates. This percentage is umfonruy determined for ail
employers for employer} fint hired before March 1.1796. and for employees hires]
v.Q_">C-4lICLihaLJ.a.<5L-11-119QBankIPIUIIE-mBI91U3 'S applicable to each
employer The consolidated employer rate for employees first hired on or after
March L 1996. other than employees of nonpartkipating employers. shall 1*
separately determined under thfljphxtuoiirlULIhe_dau that applies to those
emplovrrs,
re) Inia) of this section, past service raie' CaL-CHiptoseaJOrfl MndJttlflg
od for employers hired on or after that date by noonartkipating
rmfliftiin means the percentage of compensation :( ail those acave employees in the
system necessary to provide the annual amount required to amortize the unfunded
>Migallons f the employer foe benefits earned bv thou employees before 'he
employer s past service dale over a pcnod not to eacecd 4/) yean The per.od of
mort:ration begins at the past vervee date of each employer. The percentage is
cparately determined fee each cmpwycr Ehc Pill KHICT fIU for ttM lairn Qffl
hired on or after MarU IJLJL” jm I2Piflim Jujm L 2ii-or_jUlcr thal daledn
\Vake| iiinurmpl'."trn hail Hjspicitcii ktenniiKdjinder <hisjiit
gtt iht 11U flatjaato ipifat um tam *
e Nec. 16. AS 39 35 3?Ofa» is amended to read.
a> Subject to AS 39 33 4J0. a terminated employee is eligible for a normal
setitement benefit
11) a age bO with at cast five yean credited venoce; (.) of
(2) with at least 20 yean of credited service as a peace
enter OLSTM1t oflkm « ilxT f}trven.nm .toU fecfan hUCIh.L 122k tr hind
»Qj?jL*to.toidie.hiJLagfli«uiu?aitfli emptor: { OR!

QrxJlihiciLisal poki offlttn aadftn Aihun QnlJUekLml m after March 1
lwt”31htiLIhaii anul'ijtti of Q' pmrttapiLmx rmuladen;
1] atth at least 30 yean of credited service for ail other employees if

(v | olt*
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the employee "as first hired before March Lim . or if the employee wab hired
on or after (hat date bv . nonp; UkIPaUng..cmttlQ>cc; 9C
*5) wiih a<ombi]a o.JK -ind v?are-9f.<?rMiciiciYKc f<m]

o Sec. 17. AS 39 35 370(b) is amended to read:

o Subject to AS 39 35 J50. | terminated employer s eligible for in early
retirement benefit at age 55 with at least five years credited service. For employes
first hired before March 1. 122k and for employs hired on or after that date
bv nonpanicipating rmplovers. an (AN) actuarial adjustment must be made to
retirement benefits paid under this section for an early retirement benefit.  For
employers flnt hired on or after March L 1996. other thaa smflla»ra. 2(
nonaanicioating employers. themoQthiv amount of a retirement benefit Out
would be due undcc.tc; of Uu g fljflft.sbaiLbc rcduad br muUlnirmg gpc-hail
mi one percent times the number of .months to_Ihe nearest month, bv which the
retirement datc_of the crooloTfC fafla short of.lhe dak int.lilt empto'ee rcachq
iZ£j&

* See. 18, AS 39 35 3"<>ci is imended to read

< For employee finl nired on or after March 1. 1996. other than for
rolosrev of nonpttftiripadnt emotovm. the monthiv amount of a retirement
teosflnij.'ftt aad opHatf utranL2LJteAiynuce nwathiT ranpaBateaiJliiin®
year= A credited serviet. The monthly amount of a retirement benefit for 1 peace
mfreer or fire fighter finl hind htfgri _M*Kh L 1?77S, And far * ratte "jfhirgr
firr fighter hired on or after that date b* a nofiParlinMtini emnlo*rr. » two
percent of the average monthly compensation times the yean of credited service
ihrough :0 years, plus iwo and one-half peroert ( the average monthly compensation
»:mci the yean of service oset 10 yean Foe ail xher employees fInt hired before
Uk 1l h 125* adA for. other empluycta A QOfiB3dLOPIitel.cmplgin3.flat hind
a_gE-if'£r_ihiLdflic, tti

«1) two pereent of the avenge monthly compensation times all years
A service before luly 1. *>86 and for yean of serv.ee through a twal of 10 yean:

pfai
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) r-*0 and onc-qu.ir?cr percent of the average monthly compensation
times all yean of service alter June '0. 1986. over 10 yean of total jcnce through
10 yean, plus

'3) two and one-half percent of the average monthly compensation
times ail years of service alter June 30. 1986. over 10 yean of total service.

o See. 19, AS 39 35 450<ai is amended to read:

al 3cnefiu payable under this section air in plxc of benefits payable under
AS 3935.370. 3935385, and 39 35-*60 Upon filing an application with the
administrator ot when a disabled employee first attains eligibility for normal retirement
under AS 39354000 or 39 35 410(h). the employee shall designate the person who
'S *he employees spouse at the time of appointment to retirement as the contingent
beneficiary ~ However, if the designation of the spouse is revoked under <c) of this
cction. the employee may designate a dependent approscd by the administrator as the
contingent beneficiary or may take normal or early retirement under AS 39 35 370 or
39 35 385 or a escl income option under AS 39 35 460 The administrator shall pay
'renefits under the option elected by the employee The employee mav elect an option
that provides dut

*|) the employee n cnmJed :0 receive a reduced benefit pavahle ‘or
ifc. ar.d. alter he employee s death, the contingent beneficiary is entitled to payments
n the amount of 7J percent of the reduced benefit payable for life.

«2) the employee is entitled to receive a reduced benefit payable for
life and. alter the cmplovces death, the contingent beneficiary is entitled to receive
payments :n the amount of 50 percent of the reduced benefit payable lor life.

3) for tmnlQYw fInt hired before March L 1996. or hircsl on or
after Uml fUm f(X 1 ngfljHUfIKtgHIfIl cmctoTtT. -be employee is entitled to reccivr
j :cduerd benefit payable dunng the josnt lifetime of the employee and the contingent
beneficiary, and. after the death of either the empiovee or the contingent beneficiary,
the survivor is entitled to receive payments in 'he amount of 66 2/3 'rercent of the
reduced benefit payable for Ufc

*See. 20. AS 39 35460 it amended to read
Sec 39354«0 LEVEL INCOME OPTION for an employee fin| hired

(AN8 ta* | 12.
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before March 1. )W4. nr hired <n or after (hat date bv a nonparticipating
employer. if [IF] the payment ol a retirement pension begins before age 65. the
amount of pension payable -cfcrc and alter that age mav be adjusted so that an
increased amount will he paid before the time that full social security benefits become
available and a reduced amount after that time, so that the employee may receive a
more level income for life The aggregate value of all adjusted payments may not
exceed the actuarial equivalent of the value of the pension otherwise payable ;0 the
employee.
» See. 21. AS 39 35 475<ai is amended to read:
*a» Once each year the administrator shall increase benefit payments to
eligible disabled members;
f. TO) persons age 60 or older receiving benefits under this system
in the preceding calendar yea;;

'1) memben "ho "trc.finlhiral.tttfQrt March. L |?q*. or
~ert hired on or a/Ur that dale b* a Qonpiflkigatim tmptonr. [AND TO
PERSONS) who hase receded benefits under this system for u east five yean iod
a,ho are not otherwise eligible for in increase under this section; and

»> sumson of members described.of this subsection when
the member and the ha*etogcth«LtretiTcdJ>encfltt.under this "ftem
for at least Art rears

o Sec. 22. A5 y9 J5 475<h) is amended to read-

>bl The increase in benefit payments applies to total benefit payments except
for dc cost-of-living allowar-cc ander AS 39 35 480 For members fInt hired 0o or
aller March 1. 1™ o Lher than tmflloYtta.Ql. iwnpmKklpilini employ
amost of Ac tnemK h a perem ttit of iht nurral benefit wutl to the Icaer
erf 50 prom t o< the increase in the coat of Uvtne In the preceding calendar ytat
or sti percent. For memben ftnl hired before Miith L.1P99. or hired on. 91
aArf that date bv a nonpartlciDaUni cmptorer. the (THE) amount of the increase
is a percentage of the current benefit equal to

(h the lesser ot 75 percent of the increase in the cost of living in the
preceding calendar year Of nine percent, for recipients who on Julv | are at cast 65

13- CSSB H* )
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| yean old and for members receiving disability benefits: and
<2) the lesser of 50 percent of the increase ;n thecost of living in the
-receding calendar year or sic percent, for recipients wno on July | arc at least 60 but
less than 65 years old or for recipients who arc less than 60 years old on July | but

5 *No have received benefits from the system for at least five years.
6 *See 23. AS 39 35 535icl is amended to read.
to A Denefit recipient may elect major medical insurance coverage in

8 accordance with regulations and under the following conditions:

9 11) a person who is younger than 60 years of age must pay an amount

10 equal to the full monthly gTOup premium for reurce major medical insurance coverage:
1 (2) a person who is u least 60 years of age but is younger than 65
12 years of age must pay an amount equal to one-half of the full monthly group premium
13 for reurce major medical insurance coverage;
14 <3l a disabled member or a person 65 years of age or older is not
15 required to make premium pavmenis;
16 4] a benefit recipient "bo s first hired on or after March 1.197*,
r xher than a recipient receiving benefits through a nonp;?rUciD«ttoi employer.
1S who is electing maior medical insurance coyeagt fQtLdependtnb tUnbk under
19 -am2) and <3) of this section shall .par On fulLcoit ofJhaUlmunnct
20 *See. 24. AS 39.35 is amended by adding a new section to read:
2 See. 39 35 565. PARTICIPATION IN REDUCED CONTRIBUTIONS AND
22 BENEFITS. A political subdivision or public organization participating in the system
23 on January 31. 1996. shall, by rcsoluuoo. elect whether to participate in die reduction
24 N contributions and benefits enacted by this Act and shall inform the administrator of
25 its decision no later than February I. 1996. A political subdivision or public
26 orgamntion that becomes an employer in the system on or alter February 1. .996.
14 shall inform the administrator whether it has elected to be a nonpamcipating employer.
28 A political subdivision or public organization that is an employer in the system that
29 elects to participate in the reductions may not taicr decide to participate in the system
Jo as it citstrd before amendment by (his Act

3 » Sec. 25. AS 39 35680 is amende! by adding a new paragraph to read'
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411 'nonparucipating employer' means a political sutxliviston cr public
organization that is an employer under this system that has chosen under AS 30 35.565
net to parti:ipaic :n the amendments to this chapter enacted in this Act.

e Sec. 26. FINDINGS AND PURPOSE AS TO SECS. 26 «40. The State of Alaska and
many loca) governments and school districts arc racing the need to restructure their operations
and their work forces in order to reduce expenditures and balance budgets. Retirement and
separation incentives are management tools that have been used extensively by the private
sector, the federal government, and other state and local governments across the country. The
purpose of ices. 26 « 40 of this Act is to make these management tools temporarily available
to the state and to the municipalities and school districts of the state. Sections 26 - 40 of this
Act aill cmble these entities to be mote efficient and cost-effective by eliminating certain
noncsscntial positions, and producing a net reduction in personnel costs.

- See. 27. RETIREMENT INL&NTIVE PROGRAM. <) An employer may adopt a
retirement incentive plan under secs. 23 « 31 of this Act. as appropriate, and designate
categories of employees eligible to participate in that plan. An employer need not extend the
incentive p'an to all employees a no -would otherwise be eligible, but may cnoose to extend
the plan only to employees

it) in specific budget or administrative components of the employer.

(2) in specific ;ob classifications:

i3 m specific geographic locations, or

*4) on the basis of any combination of factorsunder (1) <i3) of thu

subsection.

b) An employee is eligible to participate in a retirement incentive plan under secs.

26-40 of this Act only if the

(1) cmp oyee is a vested member of the public employees retirement system

cr 'he teachers reuremcr.’ system;

(2) employee will be qualified to retire under AS 14 25.110 or AS 39 35 370

after receipt of the credit described in if) of this section:

13) savings to the employer in personalservices costsfor the employees
position will exceed the costs to the employer for that position within three years after the

employee is appointed to retirement.
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(c) An employer shall file its proposed retirement incentive pian wnn the
commissioner ofadministration. The commissioner shall approve the pian if the plan meets
the requirements of secs. 26 * 40 of this Act. exceptthat the commissioner may jpprove a
state agency's retirement incentive plan only if the office of management and budget approves
the calculation of savings under <b)(3) of this section. A proposed plan filed under this

i section must
(n idenufy job classifications of employees, and specific budget or

administrative components, eligible to participate in the pian;
(2) .ndude a reimbursement agreement that
iA) requires the employer, for each employee who retires under the

plan, to reimburse the appropriate retirement system, within three years after the end

of the fiscal year in which ihc employee is appointed to retirement, in an amount equal

to
ti) the actuarial equivalent of the difference hetween the benefits
the participant receives after the audition of the credit under (0 of this section
and the amount the participant would have received without the credit, less the
amount the participant has paid on the indebtedness determined under <d) or (c)
of this section; ai |
(i) an appropriate share of the administrative costs of the
program; and
(B) provides that contnbuuons from the employer under this sccuoif |

*akc priority over other obligations of the employer to the maximum extent permitted

bylaw.

id) A member of the teachers retirement system wno participates in an approved
retirement incecovc plan under secs. 26 « 40 of this Act is indebted to that system for an
amount calculated under this subsection. The indebtedness j 2595 percent of the member's
acrual compensation for the school year in which the member termir.atcs employment, or the
calculaied school year compensation for a member who weries less than the enure school year.
An uisianding indebtedness at the time a member is appointed to rc'ircment under an
approved retirement incentive plan requires an acruanil adjustment to the benefits payable to

that member.
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<ei A member ot the public employees’ retirement system who participates in an
approved rcurcmcent incentive plan under sees. 26 « 4Q of this Ac: is indebted :0 that system
for an amount calculated under this subsection. The indebtedness is 22-1/2 percent for a
peace officer or fire fighter, and 20-1/** percent for other members, of :hc member's actual
annual compensation for the year in which the member terminates employment, or the
calculated annual compensation for a member who works fewer than 12 months. An
outstanding indebtedness at the umc a member is appointed to rcurcmcnt under an approved
retirement incentive plan requires an actuarial adjustment to the benefits payable to that
member.
(0 .An employee who participates in an approved retirement mcenuve pian under sees.
26 * 40 of this Act receives a credit of three years. The three years must be applied in the
following order until exhausted:
(1) to meet the age or service required for eligibility for normal retirement
under AS 14 25.110 or AS 39 35.370. as appropriate:
(2) to meet the age required fcr early reurcment under AS 14 25.110 or
AS 39 35.370. as appropriate:
(3) to reduce the actuarial adjustment required for cariy retirement under
AS 14 25110 or AS 39.35.370. as appropriate:
4) XS years of credited sen ice for calculating rcurrmcnt benefits
ig) In this section.
(1) ‘department’ means
(Aj a principal department of the execuuvc branch of stale government:
an independent suie cnuty 'dial is attached to a principal department of the execuuvc
brancn for admmistrausc purposes but that is not a public orgamrauon as defined in
AS 39J5 680 is part of that department for purposes of this paragraph; and
(B) the Office of the Governor.
(2) ‘employer’
(A) for purposes of a retirement. .cenuvc plan under .AS 14 25. means
the Board of Regents of the University, the Department of Edocauon. O the Regional
Resource Center, and

B) foe purposes of a retirement incentive plan under AS 39 35. has the
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meaning given in AS 39.35.680 and includes a department.

e Sec. 28. AUTHORIZATION FOR STATE EMPLOYEE RETIREMENT INCENTIVE,
fa) A =>tate agency may adopt, and fiic with the commissioner of administration fcr approval,
a proposed retirement incentive plan for its employees.

(b) L'pon the request of a state agency, the commissioner of administration shall
establish one or more periods dunng which the employees or ‘'hat state agency who are
eligible under see. 27fb) of this Act to participate in i retirement incentive plan may apply to
the commissioner of administration to participate in the state agency s approved plan. The
pcr.ods shall begin no earlier than June 30. 1995. and end no later than June 30. 1998. The
penods shall be no less than 30 days and no mere than 60 days in duration, tnd may not
begin less than 30 days alter their establishment. A staa: agency is not required to request an
application pcnod. and may request more than one application pcnod.

(c) A proposed retirement incentive plan adopted under this section may not permit
an employee who is the governor, the lieutenant governor, or a commissioner, deputy
commissioner, or assistant commissioner of a pnncipal department of the executive branch to
participate in the pian.

id) A proposed retirement incentive plan adopted under this section may permit
participation only by an employee who is eligible to participate under sec Z7(b> of this Act
and who

<P nas been continuously employed by the state for at least one year before
the employee applies to participate in the state agency's approved plan;

12) is a permanent seasonal employee who has been continuously employed
by the state in a permanent seasonal position dunng all of the time in the one year before the
employee s application to participate in which the position normally is filled;

(3) has a job sharing agreement wtih a state agency in wmch two or mere
employees share a single position identified by a single position control number and in which
the employee who applies to participate in the plan was continuously employed by the Jgcocy
dunng the portion of the one year before the employee s application in which the employee
normally worked under the job shanng agreement; or

(4) meets a combination of the requirements of this subsection.

tc) The commissioner of administration may re< accept the application of an employee
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to participate in an approved retirement incentive pian adopted under this section unless the
employee will be appointed to retirement not later than the first day of the month that is six
months after the last day of the application period csuclishcd by the commissioner under ib)
of this section. A state agency, in a plan adopted under this section, may set an earlier date
by which an employee must be appointed to retirement in order to participate in the plan.
<0 A state agency that has adopted a retirement incentive plan for its employees may
not jopoint a person to fill a vacant position in a category of position that was included in the
plan unul after March/. 1996. unless
(1) the governor submits a notice to the Legislative Budget and Audit
Committee of the intended appointment to the position for the committee s review;
12) -5 days elapse before the appointment to the vacancy is made unless the
committee earlier recommends that the agency appoint a person to fill the position: ana
(3) if. within the 45 days, the committee recommends that the vacancy not be
filled, the governor reviews the request to fill the position and determines to authorize the
hiring. in which case the governor shall provide the committee with a statement of the reasons
fcr the authorization oefcrc the appointment to the position is made.
ig) In this section, 'committee* means the Legislative Budget and Audit Committee.
e See. 29. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR EMPLOYEES OF
THE UNIVERSITY OF ALASKA. <= The Board of Regents of the University of Alaska
may adopt, and file with the nnmissioner of odmimstntion for approval, a proposed
retirement incentive plan for universiry employees.
b) Upon the request of the Board of Regents, the commissioner of administration
shall establish one or more periods dunng which the employees of the university who ore
eligible under sec. 27(b) of this Act to participate in a retirement incentive plan may apply to
the commissioner of administration to participate in the university's approved plan The
periods shall begin no earlier than June 30. 1995. and end no later than June 30. 1998. The
pcncds shall be no less than 30 days and no more than 60 days in duration, and may nos
begin less than 30 days after their establishment. The Board of Regents is not required to
icquest an application period, and may request more than ore application pcnod.
(c) The commissioner of administration may not accept the application of an employee

to participate in an approved retirement incentive plan adopted under this section unless the
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employee will be appointed :0 retirement not later than the first day 0f die month that is six
months after the last day Of the application pcnod established Dy the commissioner under (b)
of this section. The Board 0f Regents, in a plan adopted under this section, may set an earlier
date by which an employee Of the University 0f Alaska must be appointed to retirement in
order to participate in the plan.

id) A panicipant in the optional university retirement program under AS 14.40.661 <
14 40 799 who is vested in the public employees retirement system or the teachers retirement
system may participate in a retirement incentive plan for that system if the participant meets
the other qualifications of secs. 26 - 40 of this Act. If a provision of this subsection is
inconsistent with another provision of law. the provision of this subsection governs.

e Sec. 30.. AUTHORIZATION FOR RETIREMENT INCE.VTIVE FOR OTHER
EMPLOYEES £N THE PUBLIC EMPLOYEES* RETIREMENT SYSTEM, (a) The
governing body of a political subdivision of the state or public organization that has elected,
to participate in the public employees' rcurcmcnt system under AS 39 35.550 » 39.35.650 may
adopt, and file with the commissioner of administration for approval, a proposed retirement
incentive plan for its employees. Upon the request of the jovemmg body, the commissioner
of adminisiraron shall establish one or more periods dunng which the employees of a poliucal
subdivision or public organization who arr eligible to {.iticipatc in a retirement incentive plan
may apply to the commissioner of administration to participate in the approved plan. The
periods snall begin no earlier than October 31. 1995. and end no later than October 31. 1998.
The penods shall be no less than 30 days and no mere than 60 days in duration, and may noc
begin less 'han 60 days after their establishment. The governing body is not required to
request an application penod. and may request more than one application pcnod.

b) The commissioner of administration may not accept the applicauon of an employee
to participate in an approved retirement incentive plan adopted under this section unless the-
employee w»U be appointed to rcurcmcnt not later than the first day of the month that is six
months after the list day of the application pcnod established by the commissioner under (a)
of this sccuon. The governing body of the political subdivision or puoiic organization, in a
plan adopted under this section, may Xt an earlier date by which an employee must be

appointed to retirement in order to participate in the plan.

- see. 31. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR EMPLOYEES OF
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REGIONAL RESOURCE CENTERS LN THE TEACHERS' RETIREMENT SYSTEM, (a)
A regional resource center that has employees who axe members of the teachers retirement
system may adopt, ar.d file with the commissioner of admimstrauon for approval, a proposed
rcurcment mcenuve pian for its employees. A plan adopted under this section must provide
that the applicant period for participation in the retirement inccnuvc plan is June 30. 1995.

through December 31. 1995.

(b) The commissioner of admimstrauon may not accept the app'.cauon of an employee

to participate in an approved retirement incentive pian adopted under this section unless the
employee will be appointed to rcurcment on or before August 1 1996. The regional resource
center, in a plan adop'ed under this section, may set an earlier date by which an employee
must be appointed to retirement in order to participate in the plan.

e See. 32. POLITICAL SUBDIVISION OR PUBLIC ORGANIZATION EMPLOYMENT.
For purposes of determining the years of service requirements for retirement under
AS 14 25.110 or AS 39.35 370. as appropriate, a vested member who is a state employee and
who applies to participate :n a retirement inccnuvc plan approved under secs. 26 « 40 of this
Act may receive credit for employment with a political subdivision or public organization
before the poliucaj subdivision or organization became an employer under the public
employees' rcurrment system. The member may r.ot receive credit for those scan under this
subsection for purposes of determining benefits. If a provision of this section is inconsistent
with any other provision of law. the provision of this section governs.

e Sec. 33. RECOVERY OF EMPLOYER DELINQUENCIES. To recover a delinquency
owed by an employer other than the state under an agreement entered into under see. 11(C)(2)
of this Act. the Department of Admimstrauon may

(1) direct that the amount of the delinquency or a lesser amount be withheld
from any money p«yiWe to the employer by a state department or agency and that the amount
withheld be credited to the delinquency; and

(2) bring an 0*.uon against the employer.

e Sec. 34. PROVISION AND AUTHORIZATION FOR .ADMINISTRATIVE DIRECTOR
OF COURT, (a) The chief jusuce of the state supreme court may adopt a retirement
incentive plan for an administrative rector of the Alaska Court System who is a member of

(he judicial rcurcmcnt system under AS 22.25.012 if paroctpauon in the plan will result in
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savings *o :ne court system in personal services costs within true- -/cars after the
commencement of the plan. The administrative director may participate only if the
administrative director is vesica in the judicial rcurcmcnt system and wtil he qualified to retire
under AS 22.25.010 alter receipt of the rcurcment inccnuve. To participate, the admmisirauve
director shall apply to the commissioner of admimstrauon to participate in the approved court
system plan.

tb) The court system shall include in the retirement incentive plan a reimbursement
agreement that requires the court system, tor each administrative director of the Alaska Court
System Who is retired under the plan, to reimburse the judicial rcurcment system within three
years after the end of the fiscaj year in which the administrative director is appointed to
retirement in an amount equal to

(1) the actuarial equivalent of the difference between the benefits the
admimstrauve director receives alter the addiuon of the credit under (cj of this section and
the amount the participant would have received without the credit. less the total of the amount
the participant has paid on the indebtedness determined under (d) of this sccuon; and

(2) an appropriate share of the administrative costs of the program.

ici A retirement incentive pian adopted under this section must provide that
contributions from the court system under tb) of this section take priority over other
ooligauons of the court system to the maximum extent permitted by ‘aw.

id) .An administrative director of the Alaska Court System who participates in an
approved retirement incentive plan is indebted to the system. The amount of indebtedness is
equal to 21 percent of the directors actual annual compensation for the year in which the
director terminates employment to participate in the program, or the calculated annual
compcnsauon for an administrative director who works fewer than 12 months. .An outstanding
indebtedness at the time the administrative director is appointed to retirement under an

apurovrd retirement mcenuve plan will require an actuarial adjustment to the benefits payable

to the director.

(c) An administrative director ot the Alaska Court System who participates in an

approved retirement incentive plan receives a credit of three years that may only be used to
mrct the age requirements for normal or early retirement under AS 22 25 OlOd).

<0 The chief justice of the Alaska Court System may adopt, and file with the
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commissioner of administration ftr approval, a proposed retirement incentive plan for the
administrative director of the court system who is a member of the judicial rcurcment system.
L'pon the request of the chief justice, the commissioner of administration shall establish a
pcnod dunng which an admmistrauve director eligible to participate in the rcurcmcent inccnuvce
plan of the court system may apply to the commissioner of admimstrauon to participate in the
court system s approved plan. The pcnod shall begin no earlier than June 30. 1995. and end
no later than June 30. 1998. The penod shall be no less than 30 days and no more than 60
days in duration and may not begin less than 30 days after establishment. The chief jusuce
is not required to request an application pcnod.

(@) The commissioner of administration may not accept the apolication of an
admmistiauvc director of the court system to participate in an approved retirement incentive
plan adopted under this section unless the admmistrauve director will be appointed to
retirement not later than the first uay of the month that is six months alter the last day of the
applicauon pcnod established by the commissioner under tf) of this secuon. The chief jusuce,
in a plan adopted under this secuon. may set an earlier date by which an admimvrauve
director must be appointed to reurcmcnt in order to participate in the plan.

e See. 35. REEMPLOYMENT INDEBTEDNESS. PROHIBITION ON REEMPLOYMENT.
(@ If an individual is rccmployed as a member of the public employees retirement system
under AS 39 35. the teacrxrs rcurcmcnt system under .AS 14 25. the judicial rcurcmcnt system
under AS 22.25. or the opuonal university rcurcmcnt program under .AS 14 40.661 « J4.40.799
after appointment to rcurcmcnt under secs. 26 - 40 of this Act. that individual forfeits the
incentive credit received under sec. 27(0 or 34<e) of this Act and is indebted to the system
under which the individual took retirement. The indebtedness is 110 percent of the amount
the individual received as a result of participation in a rcurcmcnt incentive plan under secs.
26 - 40 of thij Act and to which the individual would not otherwise have been entitled,
including the cost of heajth insurance. The amount that the individual has paid under see.
27(di or (e) or see. 34/d) of this Ac: will be applied as a credit toward the reemployment
indebtedness.  Interest on the reemployment indebtedness accrues from the date of
reemployment unul the date that the individual either is appointed to rcurcmcnt and accepts
an actuarial adjustment to the individual s future benefits or repays the indebtedness in full.

The rate of interest is that established by regulation for the public employees retirement
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system by the public employees retirement board and tor 'he teachers retirement system by

the teachers' retirement board.

(b) An individual who was appointed to retirement under secs. 16 - 40 of this Act may

not be employed by. or enter into a contract for personal services with, a state agency or the
University of .Alaska within die three years artcr the date of appointment to retirement, except

that

<1) the University of Alaska may enter into a personal services contract with
the individual for teaching or rcscafé(RT;r]dl

(2) the individual may accept employ ; with the legislature dunng a
legislative session if the employment is on an hourly bas d does not entitle the individual
to receive retirement, health, or leave benefits. A LA rmi K.

to Notwithstanding the prohibition in ib) of this secuon, a state agency or the

University of Alaska may enter into a personal services contract with an individual who was
appointed to retirement under secs. 26 < 40 of this Act if the Board of Regents, for the
University of Alaska, or the commissioner of admimstrauon. for a state agency, determines
that there :s a compelling reason to do so because of the individual's specialised or extensive
expcr.cncc that relates to a particular program or project of the state agency or university.
However, a state agency may not enter into a contract wrn an individual under this subsecuon
if the ndividual was employed by that staic agency at the time of the individual s appointment
to retirement.

e Sec. 36. SEPARATION INCENTIVE PROGRAM, (a) A stare agency may. with the
approval of the director of the office of management and budget, establish a separauotr
ircenuvc program for us employees. The program may be offered in combination with an
approved retirement incentive plan adopted under see. 28 of this Act. or may be offered
separately from such a plan. A state agency need not extend in mcenuve program under thu
section to all employees who would otherwise be eligible to participate, but may choose to
extend the program only to employees

(1) in specific budget or administrative components of the state agency;
(2) in specific job classificauons;

(3) m the basis of any combination of factors under 11) and (2) of this

subsection.
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b) A separation incentive payment urier this section shail be paid in a lump sum
alter 'he employees separation from state service, and shod be euual to me lesser of an
amount equaling six months of the employees base salary, or S25.CO0. However, a state
ascnev or the office of management and budget may set a lower separation incentive payment
in the state agency's separation incentive program.

ic) Upon the request of a state agency, the commissioner o. administration shall
establish one or more periods during which the employees of that state agency may apply to
the commissioner of .Idministration to participate in the state agency's approved separation
incentive program. The periods shall begin no earlier than June 30. 1995. and end no later
than June 30. 1998. Tnc periods shail be no less than 30 days and no more than 60 days in
durauon. and may not begin less than 30 days after -heir establishment. A state agcroiy is not
required to request an application pcnod. and may request more than one application period.
If the commissioner of administration has established one or more application periods for a
state agency under see. 2Sfb) of this Act. the application pcnod or pcnods established under
this subsecuon must coincide with the pcnod or pcnods established under sec. 23(b) of this
Act.

md) A separation incentive program established under this section must provide that
a separation incentive payment to an employee may be made only if

(n the employe is a permanent full-time or permanent full-time scasona
employee with at least five yean of service with the state: and

f2) tbe savings to the state agency in personal services costs for the position
occupied by ibat employee wouid exceed, m the three years after the employee separates, the
amount of the separation incentive payment.

(e) I' an individual who received a separation incentive payment under this secuon
subsequently is rtemployed by a state agency or the University of .Alaska within the three
yean alter the date that the individual received the separauon incentive payment, the
individual is liable to the state m an amount equal to 110 percent of the amount of the
separation mcenuve payment, plus interest at the rate prescribed by AS 45.45.010.
commencing on the date that the individual received the vcparation inccnuvc payment.

(0 If an employee is eligible to participate in an approved retirement incentive plan

adopted under sec. 28 of this Act.
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tl) a separation incentive payment to that employee may net exceed the
amount that the state agency would be obligated to pay to the appropriate retirement system,

notwithstanding ib) of mis section; -nd

(2) the employee may participate in either the separation incentive program

under this section or the retirement incentive plan adopted under see. 28 of this Act. but not
both
ig) In this section, base salary' means the monthly salary paid to an employee under
the applicable collective bargaining agreement. AS 39 27.011, or another applicable pay
schedule, and includes geographic differential; if an employee is paid on an hourly basis, the
employees base salary is the employees hourly rate, including geographic differential,
multiplied by the number of hours in the employee's regular work week, multiplied by 4.35.
e Sec. 37. OFFICE OF MANAGEMENT AND BUDGET, (a) When designating an
employee category for participation in a retirement inccnuvc plan or a separation mcenuve
program under sees. 26 - dO of this Act. the cxccuuve head of the relevant state agency shall
describe in detail the expected ctfcct of the plan or program on the agency s personal services
cost and opcrauon. This financial report must be approved by the director of the office of
management and budget before the commissioner of admimstrauon may approve the proposed
plan or program. The state agency shall report each year to the office of management and
budget on the cost of each employee s pamcipauon and the effect on the agency s personal
services cost and opt'auon.
ib) The office of management and budget shall subnut to the legislature annual
on the retirement incentive and separation mcenuve programs under secs. 26 < -H of this Act
beginning January 15. 1997. and conunuing through January 15. 1999. and shall submit a final
report January 15. 2000. Each report must provide the information necessary for the
Icgislarurc to evaluate the effectiveness of the programs in achieving their objectives The
report must lodudc in/ormaiion on the designated employee categories under the inccnuvc
programs, including the cost of cacn inccnuvc program per participant, ihc cost to the state,
the cost to the employee, the annual budgeted amount, by state agency, for the mcenuves. the
number cf positions deleted or left vacant, and the projected or actual net savings over the

three-year penod.

e See. 38. PROGRAM CHANGES la) An individual employee does not hasc a vested

CSSB 14* ) - -2k )
v [ -Ur.-r.~1 faejmr rrrr iuuCXITXri

reports



WORK 2RAPT WORK 2RAPT WORK 2RAPT

or contractual nght to a benefit under secs. 26 « 40 ot' this Act unul an agreement is executed
with the administrator that specifically authorizes that employee to participate in the retirement
incentive program under sees. 26 < JO of this Act or until an agreement :s executed with the
commissioner of administration to participate :n the separation incentive program under secs.
26 - JO of this Act. The legislature reserves the nght to change any aspect of either inccnuvc
program as it relates to employees for whom pamcipauon agreements have not yet been
| executed with the administrator or with the commissioner of administration.

tb) In this secuon. 'administrator’' means the administrator of the public employees
retirement system for employees who are mcmocrs of that system, and the administrator of
the teachers' retirement system for employees who arc members of that system.

* See. 39. REGULATIONS. The commissioner of the Department of Administration may
adopt regulauons under AS J4 62 (Administrative Procedure Act) to implement and interpret
sees. 26 *JO ol this Act.

e Sec. 40. DEFINITIONS, (a) Unless provided otherwise in sees. 26 - JO of this Act. the

definiuotts set out in AS 14.25 220 apply to provisions in secs. 27 = 35 of this Act that relate
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to the teachers retirement system ar.d members of the teachers retirement system except thai

‘'employer' docs net include a school district.

b) Unless provided otherwise in secs. 26 « JO of this Act, the definitions set out in

AS 39 35680 apply to provisions in secs. 27 = 35 of this Act that relate to the public

employees retirement system and mcmocrs of the public employees retirement system.

(c) Unless provided otherwise in this Act. the defimuon set out in AS 22.25.900

applies to provisions in sees. 34 and 35 that relate to the judicial retirement system and

members of the judicial retirement sy stem.

<d) In secs 26 * 40 of this Act.

(1) *“judicial retirement system' means the reuremeni system established for

judges and jusuces in AS 22.25;

(@ “office of management and budget' means the office of management and

budget in the Office of the Governor.

(3) public employees retirement system”" means the Public Employees'

Retirement System of Alaska (AS 39 35);
(4) “state agency*

27.
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