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N O R T H  S L O P E  B O R O U G H  S C H O O L  D I S T R I C T

Pouch 169 • Barrow, Alaska 99723 • (907) 852-5311 • FAX (907) 852-5984 

Patsy Aamodt, Superintendent

Nunamiut Wolves 
Nunamiul School 
Box 21029 
AnaMuvuk Pass,
Alaska 99721 
(907)661-3226 
FAX 1907) 661-3402

Atqisuk Eagles
Meada River School 
Alqasuk, Alaska 99791 
(907) 633-6315 
FAX (907) 633-6215

Barrow Whalers 
Ba/row High School 
Pouch 6350 
Barrow, Alaska 99723 
(907) 852-8950

BMS Wolves 
Barrow Middle School 
Pouch 8950 
Barrow. Alaska 99723 
(907)852-8950

Arctic Fox 
Fred Ipalook 
Elemenlry School 
Box 450
Barrow, Alaska 99723 
(907)852-4711

Kaveolook Bams
Harold Kaveolook School 
Box 10
Kakiovik, Alaska 99747 
(907)640-6626 
FAX (907) 610-6717

Nulqsut Trappers 
Trapper School 
Nuiqsul, Alaska 99789 

'"j-(907) 480-6712 
FAX (907) 480-6621

Tiklgaq Harpooners 
**"’ TikJgaq School 

Box 148 
■' Point Hope. Alaska 99766 
(907) 368-2662 or 2663 
FAX (907) 368-2770

A p r i l  1, 1992

S e n a t e  F i nance C o m m i t t e e  M e m bers 
R o o m  516/518 C a p i t o l  
Se n a t e  F i nan ce Room, 5th Floor 
Juneau, A K  99811

Dear C o m m i t t e e  Members:

W e  v e r y  m u c h  a p p r e c i a t e  the h a r d  w o r k  and soul searching 
you are going t h r o u g h  during this time of financial 
uncert a i n t y .  A s  y o u  d e l i b e r a t e  and m a k e  decisions, please 
remember that the most im portant d u t y  the state has is 
insurin g a q u a l i t y  e d u c a t i o n  for its children. T h e y  are 
the ones who w i l l  be r e s p o n s i b l e  for seeing to it that our 
state m a i n t a i n s  its s t a b i l i t y  in the future.

On  b e h a l f  of the c h i l d r e n  of the N o r t h  Slope, the School 
B oard L e g i s l a t i v e  C o m m i t t e e  has e s t a b l i s h e d  the following 
p r i o r i t i e s  for the remainder of this l e g i s l a t i v e  session:

1. Increase 
$63,000.

the i n s t r u c t i o n a l  Unit v alue to

Cuty School 
Poim lay, Alaska 99759 
(907)833-2312 
FAX (907) 833-2123

Alik Huskies
A'ak Scfcool 
Sox 10
Wa'nwnght, Alaska 99782
(907)763-2541
FAX (907) 763-2550

2. P a s s a g e  of HB516 w h i c h  w o u l d  a l l o w  districts to 
lay off t e n u r e d  teach ers b ased on p r o g r a m  needs 
during times of fiscal crisis.

3. P a s s a g e  of H B 4 7 1  or one of the o ther bills 
relating to the state p aying  a p o r t i o n  of teacher 
r etirement costs.

4. P a s s a g e  of HB'3"26~which w o u l d  g rant teaching 
c e r t i f i c a t e s  to teachers on c e r t a i n  limited fields 
including A l a s k a  N a t i v e  language or culture.

5. P a s s a g e  of SB337 w h i c h  w o u l d  a l l o w  di stricts to 
p a r t i c i p a t e  in an e a r l y  reti rement incentive.
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N SBSD

We ask that you give these p r i o r i t i e s  your most serious 
consideration.

. 7 —

Roy t^geak, President 
NSBSD School Board

Ch a r l o t t e  Brower

s '- r  -
/  Patsy Aamodt

\  / s n n p r i  n f * » a n H pS u p e r i n t e n d e n t

/ ’ r~‘ C  f  - f-

E d i t h  V o r d e r s t r a s s e

cc: Senator Jalmar Kerttula, C o - c h a i r
Senator Pat Pourchot, C o - chair 
Senator J i m  Duncan, V i c e - c h a i r  
Senator A1 Adams 
Senator L y m a n  Hoffm an 
Senator  D i c k  Shultz 
Senator  R i c k  Uehling



M  L h  ALASKA ASSOCIATION OF ELEMENTARY SCHOOL PRINCIPALS

■ ■ ■  ^  ^  ALASKA ASSOCIATION OF SECONDARY SCHOOL PRINCIPALS

■  ■  ALASKA ASSOCIATION OF SCHOOL ADMINISTRATORS

* ALASKA COUNCIL OF SCHOOL ADMINISTRATORS •
326 Fourth St.. Suite 408. Juneau. A K  99801-1101 (907) 586-9702 F A X  (907) 586-5879

Position Statement

Senate Bill No. 337

The AlaskA Council of School Administrators is in support of Sente Bill 
No. 337, "Relating to retirement incentive programs for the public 
employees'.

Because of the continued concerns for budget reductions, the state's long 
term revenue outlook, and the success of previous incentive programs, we 
feel the implementation of a retirement incentive program would again 
provide the necessary stimulus for those eligible to retire under this 
program to do so. And in the long term, it would produce a significant 
savings to the state and local school districts.



Alaska Public 
Employees Association
Slate  H eadquarte rs : 340 N. F rank lin , Juneau. AK 99001 (907) 586-2334

A P E A
F E D E R A T I O N  O F  P U B L I C  E M P L O Y E E S / A F T / A F L - C I O

J a n u a r y  27, 1992

S e n a t o r  J i m  D uncan 
P.O. Box 0 2 0 6 9 0  
Juneau, A K  99802

Re: R e t i r e m e n t  I n c e n t i v e  Program, S B  337

D e a r  S e n a t o r  Duncan:

T h i s  is t o  r e i t e r a t e  o u r  s u p p o r t  for y o u r  bill i m p l e m e n t i n g  a 
R e t i r e m e n t  I n c e n t i v e  P r o g r a m  for e m p l o y e e s  of the State, p o l i t i c a l  
s u b d i v i s i o n s  a n d  s c h o o l  districts. W e  b e l i e v e  that the p r o g r a m  is 
a s e n s i b l e  a n d  h u m a n e  m e t h o d  of c u t t i n g  jobs and s a v i n g  money. 
Past p r o g r a m s  h a v e  p r o v e n  e f f e c t i v e  and, g i v e n  the e c o n o m i c  and 
p o l i t i c a l  climate, w e  h a v e  no r e a s o n  to b e l i e v e  this w o n ' t  be 
either. It is a w i n - w i n  s i t u a t i o n  for the p u b l i c  e m p l o y e r  a n d  the 
State.

T h a n k  y o u  for i n t r o d u c i n g  a n d  s u p p o r t i n g  this legislation, 
A P E A / A F T  f u l l y  s u p p o r t s  it.

V e r y  t r u l y  yours,

B r u c e  I . Lu 
B u s i n e s s  M a n a g e r

Fairbanks Flald Ollica Anchoraga Fiald O flica Junaau Flald Olllca
025 Collaga Road 033 Qamball S tra ti, Sulla A 227 4lh Straal
Fairbanks, AK 99701 Anchoraga, AK 99501 Junaau, AK 99001

Talaphona: (907) 450-5412 Talaphona: (907) 274-1600 Talaphona: (907) 500-0305
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S B  3 3 7  
E a r l y  r e t i r e m e n t  p r o g r a m

AASB Position
The Association of Alaska School Boards (AASB) supports SB 337, "An 
Act relating to Retiren ent Incentive Program (RIP)" with the local option 
for school districts to determine if participation in the program is desirable 
and beneficial.

Diversity and the local option to participate
Individual school districts are unique entities that reflect the desires and 
needs of their local communities. As such, the programs and services 
that receive priority in one district may not reflect the desires of a 
neighboring district.

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

SB 337 with the local option will provide school districts the opportunity 
to review its present personnel costs and determine if economies will 
create a positive financial and programmatic impact.

AASB urges your favorable support for SB 337.

2/92

EX-OFFIClO DIRECTOR 
Dick Anderson 
Delta-Greely

EXECUTIVE 
DIRECTOR 
Carl F.N. Rose
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R e p r e s e n t a t i v e  D a v e  D o n l e y  

C h a i r m a n  J u d i c i a r y  C o m m i t t e e  

H o u s e  o f  R e p r e s e n t a t i v e s  

S t a t e  o f  A1 a s k  a 

R o o m  i 2 0  

C a p i  tol

J u n e a u ,  A l a s k a  9 9 8 0 1  

D e a r  R e p r e s e n t a t i v e  D o n l e y ,

S B  3 3 ?  is b e i n g  h e l d  in y o u r  c o m m i t t e e  a n d  I w o u l d  l i k e  t o  
b e  a b l e  t o  m a k e  s o m e  r e c o m m e n d a t i o n s  t o r  y o u r  

c o n s  i d e r a t  i o n s .

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

t h e  p a s t  1 2  y e a r s  a s  a h e a d  s e c r e t a r y .  I h a v e  a  p e r s o n n e l  

a c t i o n  t o r m  t h a t  s t a t e s  t h a t  I w o r k  2 0 3  d a y s  a y e a r .  T h e  

s c h o o l  c a l e n d a r  t o r  t h e  c e r t i t i c a t e d  e m p l o y e e s  is t o r  1 8 8  

d a y s  t o r  w h i c h  t h e y  r e c e i v e  a  c r e d i t  w i t h  t h e  S t a t e  o t  

A l a s k a  t o r  a  y e a r  o t  s e r v i c e  t o w a r d  r e t i r e m e n t .

T h e  S t a t e  o t  A l a s k a  c h o o s e s  t o  r e c o g n i z e  w e  c l a s s i f i e d  

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

a s  p a r t - t i m e .  A l l  S t a t e  a g e n c i e s  n e e d  t o  r e c o g n i z e  u s  a s  

t u l l  t i m e  e m p l o y e e s .  W e  h a v e  a j o b  t h e  n e x t  s c h o o l  y e a r ,  

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

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

g i v e n  b e t o r e  t h e  b e g i n n i n g  o t  t h e  n e x t  s c h o o l  y e a r ,  s o  w e  

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

F o r  r e t i r e m e n t  b e n e f i t s ,  t h e  S t a t e  o f  A l a s k a  c h o o s e s  t o  

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

i n t o  p a r t  o f  t h e  n e x t  y e a r  in o r d e r  t o  b e  c r e d i t e d  w i t h  a 

y e a r  e m p 1 o y m e n t .

W h a t  I a m  t r y i n g  t o  d o  w i t h  c h i =  l e t t e r  i s  g i v e  y o u  a 

b a c k g r o u n d  a s  t o  t h e  s t a t e m e n t  t h a t  I w o u l d  l i k e  t o  m a k e  

a o o u t  S B  3 3 7 .

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

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

F e b r u a r y  1, 1 9 9 4 .  M y  p e r s o n n e l  a c t i o n  f o r m  w i l l  b e  f o r  t h e  

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

t w o  w e e k s  in J u n e  o f  1 9 9 4 .  T e a c h e r s  w i l l  b e  a b l e  t o  f u l f i l l  

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

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

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

1 s t  o f  J u l y  w h i c h  e n d s  o f  f i s c a l  y e a r  f o r  t h e  S t a t e .  A l l  

e m p l o y e e s  i r  t h e  S t a t e  o f  A l a s k a  a r e  n o t  b e i n g  t r e a t e d  

e q u a l l y ,  f a i r l y  a n d  j u s t .  A n  a m e n d m e n t  t o  S B  3 3 7  t h a t  w o u l d



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

-form w o u l d  d o  t h i s .  C l a s s i f i e d  e m p l o y e e s  w o u l d  b e  p a y i n g  

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

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

m o n t h s  t o w a r d  t h e i r  r e t i r e m e n t .  P l e a s e  c o n s i d e r  t h i s  

a m e n d m e n t  t o  t h i s  b i i l  a s  b e i n g  f a i r .

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

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

A 1 a s k  a •

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

S i n c e r e l y ,

L i n d a  K. G j o s u n d  

B o x  4 4 9

H o m e r ,  A l a s k a  9 9 4 0 3  

9 0 7 - 2 3 5 - 8 1 4 1  w o r k  

9 0 7 - 2 3 5  8 3 9 2  h o m e

c c :  A l l  J u d i c i a r y  c o m m i t t e e  m e m b e r s

G a  i I P h  i 1 1 i p s  

P a u l  F i s c h e r  

M i k e  N a v a r r e



M rtV — 1 — -S' 2  F R I i s : 5 0  H A R B O R V I E W  DE V C T R P - Q 2

TO: House J u d i c i a r y  Committee
c / o  Dave Donley ,  Chairman

Max G ruenberg ,  M a j o r i t y  Leader

SUBJECT: S e n a te  B i l l  337: RETIREMENT INCENTIVE PROGRAM

FROM: Ruth R a th j e n
U n i t  S u p e r v i s o r
H arborview  Developm enta l  C en te r

As a U n i t  S u p e r v i s o r  f o r  E i d e r  H a l l  a t  Harborview Developmental  

C e n t e r ,  I  am v e r y  much i n  f a v o r  o f  t h e  R e t i r e m e n t  I n c e n t i v e  Program 

and f e e l  i t  would be a d e f i n i t e  b e n e f i t  t o  t h e  S t a t e  a t  t h i s  t im e  

due t o  a l l  o f  t h e  p ro p o se d  c u tb a c k s  i n  H a rb o rv ie w 's  O p e ra t in g  

Budget .
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& A L A S K A
D K P T .  O F  l l F A L T I I  A N D  S O C IA L  SICK V IC K S

D IV IS IO N  O F  M E  N T  A L H E  A L TH  
H A R B O R V IE W  D E V E LO PM E N T A L  CEN TER

WALTER). HICKEL, GOVERNOR

P.O. BOX 4 8 /
VAL0E2, ALASKA 00GS6 ■0'tQ7

May 1 ,  1992

HOUSE JUDICIARY COMMITTEE:

I  would l i k e  t o  u rg e  t h e  p a s s a g e  o f  a R e t i r e m e n t  I n c e n t i v e  Program 
t o  e x t e n d  t h e  d e a d l i n e  t o  RIP o u t  t o  F e b ru a ry  1 ,  1994.

In  my c o n v e r s a t i o n s  w i th  o t h e r  s t a t e  a g e n c i e s  and t h e  employees a t  
H arb o rv iew ,  I  have  come t o  t h e  c o n c l u s i o n  t h a t  many more would t a k e  
a d v a n ta g e  o f  t h e  RIP i f  t h e  d e a d l i n e  were e x te n d e d  t o  t h e  o r i g i n a l  
d a t e  o f  F e b ru a ry  1, 1994. T h i s  would r e s u l t  i n  a g r e a t e r  s a v i n g s  t o  
t h e  S t a t e  o v e r  t h e  n e x t  f o u r  y e a r s  a s  more h i g h e r  p a i d  employees 
l e a v e  t h e  s t a t e  s e r v i c e  f o r  r e t i r e m e n t .

Thank you f o r  y o u r  k in d  c o n s i d e r a t i o n  in  t h i s  e x t r e m e l y  i m p o r t a n t  
m a t t e r .

S i n c e r e l y ,

JOHN R. LAND 
A c c o u n ta n t
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TO: House J u d i c i a r y  Committee
c / o  Dave Donley,  Chairman

Max G ruenberg ,  M a j o r i t y  L eader

SUBJECT: S e n a t e  Bill 337: R E T I R E M E N T  INCENTIVE P R O G R A M

rROM: P a t r i c k  J .  L o n d o ^
S u p e r i n t e n d e n t
H arborview  Developm enta l  C en te r

As A d m i n i s t r a t o r  o f  t h e  Harborv iew  Developmental  C e n t e r ,  I  would 

s u p p o r t  t h e  p a ss a g e  o f  t h e  R e t i r e m e n t  I n c e n t i v e  Program. T h is  i s  

p a r t i c u l a r l y  i m p o r t a n t  f o r  t h e  program h e re  a s  we a r e  f a c i n g  r a t h e r  

s e r i o u s  s h o r t f a l l s  i n  o u r  upcoming O p e ra t in g  Budget .  I  a n t i c i p a t e  

a p p r o x i m a te l y  t e n  ( 1 0 ) employees h e r e  a t  t h e  f a c i l i t y  a l l  o f  which 

a r e  lo n g  t e r m ,  h ig h  s a l a r y  employees who would t a k e  ad v a n ta g e  o f  

t h e  p rogram i f  o f f e r e d .  The s a v i n g s  t h a t  t h i s  w i l l  g e n e r a t e  w i l l  

have  a d i r e c t  p o s i t i v e  im pac t  on t h e  s h o r t f a l l  t h a t  i s  e x p e c te d  in  

t h i s ,  and coming y e a r s .  T h i s  c e r t a i n l y  would be more a d v an tag e o u s  

t h a n  f o r c i n g  l a y o f f s  which more d i r e c t l y  and a d v e r s e l y  a f f e c t  t h e  

q u a l i t y  o f  t h e  program a t  t h e  f a c i l i t y  and t h e  p e o p le  t h a t  i t  

s e r v e s .

Thank you f o r  y o u r  k in d  c o n s i d e r a t i o n  o f  t h i s  commentary.
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TO: House J u d i c i a r y  Committee 
c / o  Dave Donley ,  Chairman

Max G ruenberg ,  M a j o r i t y  L ead e r

SUBJECT: S e n a t e  Bill 337: R E T I R E M E N T  I N C E NTIVE P R O G R A M

FROM: Roy Cran
M aintenaM aintena
Harborview Developm enta l  C e n te r

As M ain tenan ce  Foreman a t  H arborv iew  D evelopm enta l  C e n t e r ,  I  am 

v e r y  much i n  f a v o r  o f  t h e  R e t i r e m e n t  I n c e n t i v e  Program. T h i s  I  

f e e l  i s  e s p e c i a l l y  i m p o r t a n t  a s  Harborv iew  i s  f a c i n g  s e r i o u s  

s h o r t f a l l s  i n  o u r  upcoming O p e r a t i n g  Budget .  T h i s  would be more 

a d v a n ta g e o u s  t h a n  f o r c i n g  l a y o f f s .
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TO: House J u d i c i a r y  Committee
c / o  Dave Donley ,  Chairman

Max G ruenberg ,  M a j o r i t y  Leader

SUBJECT: S e n a t e  Bill 337: R E T I R E M E N T  I N C E N T I V E  P R O G R A M

FROM: J a n e t  C o u l t e r
U n i t  S u p e r v i s o r
H arborv iew  D evelopm enta l  C e n te r

As a U n i t  S u p e r v i s o r  f o r  P ta rm ig an  H a l l  a t  Harborv iew  Developmental  

C e n t e r ,  I  would s u p p o r t  t h e  p a s s a g e  o f  t h e  R e t i r e m e n t  I n c e n t i v e  

Program. T h i s  I  f e e l  i s  e s p e c i a l l y  i m p o r t a n t  f o r  me and t h e  

H arborv iew  f a c i l i t y  a t  t h i s  t im e  a s  we a r e  f a c i n g  s e r i o u s  

s h o r t f a l l s  i n  o u r  upcoming O p e r a t i n g  Budge t .  I  b e l i e v e  i n d i v i d u a l s  

and t h e  S t a t e  a l i k e  s t a n d  t o  g a in  by t h e  p a s s i n g  o f  S e n a te  

B i l l  337.

P l e a s e  S u p p or t  S e n a te  B i l l  3 3 7 U



TO: House J u d i c i a r y  Committee
c / o  Dave Donley ,  Chairman

Max G ruenberg ,  M a j o r i t y  Leader

SUBJECT: S e n a t e  Bill 337: R E T I R E M E N T  INCENTIVE P R O G R A M

FROM: Mary C ranor
C u s t o d i a l  S u p e r v i s o r  
Harborview  Developmental  C en te r

As c u s t o d i a l  S u p e r v i s o r  a t  Harborview Developmental  C e n t e r ,  I  am 

v e ry  much i n  f a v o r  o f  t h e  R e t i r e m e n t  I n c e n t i v e  Program and f e e l  i t  

would be a d e f i n i t e  b e n e f i t  t o  t h e  S t a t e  a t  t h i s  t im e  due t o  a l l  o f  

t h e  p ro p o sed  r e d u c t i o n s  o f  H a rb o rv ie w 's  O p e ra t in g  Budget .



Mrs. E l s p e t h  J o h n s o n  

2 0 1  C e n t e r  S t r e e t  

Kodiak, A K  9 9 6 1 5  

April 15, 1 9 9 2

Mr. Donley, C h a i r m a n ,  J u d i c i a r y  C o m m i t t e e  

H o u s e  of R e p r e s e n t a t i v e s  

S t a t e  Capitol,

J u n e a u ,  A K  9 9 8 0 1 - 1  1 8 2

D e a r  Mr. Donley,

I'm w r i t i n g  in r e g a r d  to S  B  -*337. It is a real p l e a s u r e  to w r i t e  to y o u  in the 

legislator in f a v o r  of a bill.

T h i s  is the first t i m e  I will be a beneficiary a s  I a m  a t e a c h e r  a n d  t a x p a y e r  for 

the p a s t  e i g h t e e n  y e a r s  a n d  k n o w  I a m  a n  A l a s k a n  forever. I shall retire h e r e  an d  

help m y  f a m i l y  in the business.

F o u r  or five y e a r s  ago, w h e n  the first incentive w a s  available, it w a s  n o t  t i m e  

for m e  to c o n s i d e r  retiring e v e n  t h o u g h  I h a d  e n o u g h  years. A t  that t i m e  I 

p r o m i s e d  m y s e l f ,  I'd be  r e a d y  for the n e x t  time. T h i s  is m y  3 0 t h  y e a r  in 

e d u c a t i o n  a n d  I d o  believe w e  h a v e  a w o n d e r f u l  school s y s t e m  w i t h  g o o d  schools, 

g o o d  t e achers, a n d  m a r v e l o u s  students. It is fun to g o  to w o r k  e a c h  day. M y  

retiring d u e  to this bill will a l l o w  the K o d i a k  Island B o r o u g h  Sc h o o l  District to 

hire t w o  young, a n d  hopefully energetic t e a c h e r s  to replace me .

P l e a s e  k e e p  the " w i n d o w "  r e f e r r e d  to in S e c t i o n  6  f r o m  J u n e  30, 1 9 9 2  t h r o u g h  

D e c e m b e r  31, 1992.

A s  w a s  n o t e d  the last t i m e  a n  early r e t i r e m e n t  bill w a s  considered, it did s a v e  

the s t a t e  m o n e y  for the total costs. R e m e m b e r  an A l a s k a n  will p a y  o v e r  $ 2 0 , 0 0 0  

to b e c o m e  a p art of this incentive p r o g r a m  a n d  it will t a k e  a b o u t  s e v e n  or eight 

y e a r s  d o w n  the line for this a m o u n t  to b e  returnee to the retiree o v e r  the regular 

r e t i r e m e n t  a m o u n t .  T h i s  is just g o o d  e c o n o m i c s .

P l e a s e  m o v e  the S  B  * 3 3 7  a long a n d  e n c o u r a g e  jur g o v e r n o r  to sign it into law.

Since re lv .

E l s p e t h  J o h n s o n
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C & u - v o U ^  ( p a s ^ o . ^ .  L e i f .

CfcUyvŴ  (̂X̂ cxŝ l W ll.
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N o m e , A l a s k a  
A p r i l  1 6 , 1 9 9 2

R e p r e s e n t a t i v e  D a v e  D o n l e y  
P. 0 . B o x  V
J u n e a u , A l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  D o n l e y :
I a m  a w a r e  t h a t  S B 3 3 7  i s  c u r r e n t l y  in t h e  J u d i c i a r y  C o m m i t t e e  w h i c h  
y o u  ch a i r .
Y o u r  s u p p o r t  of  t h i s  l e g i s l a t i o n  a n d  h e l p  in s e e i n g  it t h r o u g h  t h e  
J u d i c i a r y  C o m m i t t e e  w o u l d  b e  m o s t  a p p r e c i a t e d .
W i t h  t h e  h i g h  p r o b a b i l i t y  o f  r e d u c e d  r e v e n u e s  f o r  F Y 9 3  m a n y  S t a t e  
e m p l o y e e s  f e a r  t h e i r  j o b s  a r e  i n  j e o p a r d y  b u t  a l s o  r e a l i z e  t h a t  
b u d g e t  c u t s  a n d  d o w n  s i z i n g  a r e  n e c e s s i t i e s .  S B 3 3 7  w o u l d  a i d  t h e  
L e g i s l a t u r e  a n d  A d m i n i s t r a t i o n  in a c c o m p l i s h i n g  d o w n s i z i n g  or  
r e o r g a n i z a t i o n  w h i l e  p r o v i d i n g  o l d e r  l o n g  t e r m  e m p l o y e e s  t h e  
o p p o r t u n i t y  t o  r e t i r e  r a t h e r  t h a n  f a c e  l a y o f f  a n d  t h e  a c c o m p a n y i n g  

h a r d s h i p .
T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n
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■ • • ■ May 1,1992

Representative Dave Donley 
Chairman, Judiciary Committee 
House of Representatives 
State Capitol 
Juneau, Alaska

Dear Representative Donley:

We are grateful to hear that the hearing on SB 337, the retirement incentive bill, 
has been scheduled for Monday, May 4. We strongly urge you to seriously consider 
this bill and expedite its passage and enactment.

As employees of the Kenai Peninsula Borough School District we are fully 
aware of the financial strains facing school districts in Alaska this year. Passing this 
bill will allow higher paid teachers to retire. The positions those teachers vacate can 
then be filled by first year teachers or teachers with one or two years’ experience, thus 
saving school districts a great deal of money. That money would then be available to 
hire more teachers which would help reduce the pupil/teacher ratio and would allow 
greater learning.

Passing SB 337 now is imperative because school districts need to plan for 
next year, as do those planning to retire.

Alaskan school districts are being forced to RIF first and second year teachers 
because there isn't enough money. Through attrition these excellent teachers could 
be rehired to fill positions vacated by teachers taking advantage of SB 337. It would 
be a shame to see these excellent teachers leaving the state because of the instability 
of the job market here.

Many Alaskan young people have gone on to college and have majored in 
education. Passing SB 337 will open jobs and offer those Alaskans the opportunity to 
return to their home state to teach.

Thank you very much for supporting this bill and supporting its passage.
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H i g h l i g h t s

This rep o rt has been  p repared  by William M. M ercer, Incorporated  to:

(1) presen t the results o f a valuation of the Alaska Public E m ployees’ R etirem en t 
System as o f June 30, 1990;

(2) review experience under the plan for the year ended Ju n e  30, 1990;

(3) determ ine the appropria te  contribution rates for the S tate and fo r each political 
subdivision in the system;

(4) provide reporting and disclosure inform ation for financial statem ents, 
governm ental agencies, and o ther in terested parties.

T h e  rep o rt is divided into two sections. Section 1 contains the results o f th e  valuation. It 
includes the experience o f the plan during the 1989-90 plan year, the cu rren t annual costs, 
and  reporting  and  disclosure inform ation.

Section 2 describes the basis of the valuation. It sum m arizes the plan provisions, provides 
inform ation relating to the plan participants, and  describes the funding m ethods and 
actuarial assum ptions used in determ ining liabilities and costs.

T he principle results are  as follows:

Funding S tatus as of Ju ne 30:

(a) V aluation Assets*

(b) A ccrued Liability*

(c) Funding R atio , (a) /  (b)

120.0%

o 110.0% -
o 100.0%
“ 90.0%
c

1989 1990

S 2,348,423 $ 2,677,486

2,563,268 2,753,518

91.6% 97.2%

■Oc
3

80.0%
70.0%
60.0%
50.0%

In thousands.

Wuham V. Mercer Incorporated



E m ployer C ontribution R ates 
for Fiscal Y ear:

1992 1993

(a) C onsolidated R ate 12.00% 12.83%

(b) A verage Past Service R ate 2.20% .75%

(c) A verage Total C ontribution R ate 14.20% 13.58%

In preparing this valuation, we have em ployed generally accepted  actuarial m ethods and 
assum ptions, in conjunction with em ployee data  provided to us by the plan sponsor and 
financial inform ation provided by C oopers & Lybrand, to determ ine a sound value for the 
plan liabilities. We believe that this value and the m ethod suggested for funding it are in 
full com pliance with the G overnm ental Accounting S tandards Board, the In ternal R evenue 
Code, and all applicable regulations.

Respectfully subm itted,

B rian R. M cG ee, FSA  P eter L. G odfrey, FIA, ASA
Principal Consulting A ctuary

B RM /PLG /JW J/jls

A pril 11, 1991



A n a l y s i s  o f  t h e  V a l u a t i o n

As shown in the Highlights section of this report, the funding ratio  as o f June 30, 1990 has 
increased from  91.6% to 97.2%, a 5.6% increase. The average em ployer contribution  rate 
has decreased  from 14.20% of payroll to 13.58%, a reduction of 0.62% . T he reasons for the 
change in the funded  status and contribution rate are explained below.

1. R etiree M edical Insurance

D uring the year ended June 30, 1990, the System experienced an actuarial gain of 
596,813,000 due to the reduction in retiree medical prem ium s.

B ecause, in recent years, the adverse retiree  m edic' prem ium  experience was a m ajor 
reason  for the rapidly increasing em ployer contribution ra te  and the de terio ra ting  
funding ratio, it is certainly welcome news to be able to com m ent on a stabilization in 
re tiree  m edical prem ium s.

T he following table sum m arizes the monthly prem ium  per benefit recipient since re tiree  
m edical benefits have been provided under PERS.

M onthly Prem ium  A nnual A verage A nnual
Fiscal Per R etiree  Percentage Increase
Y ear For H ealth  C overage Increase Since 1978

1977 $ 34.75 ..

1978 57.64 66% —

1979 69.10 20% 20%
1980 64.70 - 6% 6%
1981 96.34 49% 19%
1982 96.34 0% 14%
1983 115.61 20% 15%
1984 156.07 35% 18%
1985 191.85 24% 19%
1986 168.25 -12% 14%
1987 165.00 - 2 % 12%
1988 140.25 -15% 9%
1989 211.22 51% 13%
1990 252.83 20% 13%
1991 243.98 - 4% 12%
1992 243.98 mm 11%
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As you can sec from the above table, the monthly retiree medical prem ium  reduced to 
5243.98 during the year from S252.83, a decrease of 3.50%. T he prem ium  for the 1992 
fiscal year rem ained unchanged.

As no ted  in last year’s valuation report, the State has seen a dram atic shift to post-65 
rates which have increased considerably faster than pre-65 rates. H ow ever, bo th  rates 
reduced by 3.50% in FY91 and have rem ained unchanged for FY92, resulting in the 
first actuarial gain from  medical benefits for the System since the Ju n e  30, 1987 
valuation o f the System.

The effect on the past service contribution rate of this reduction in re tiree  medical 
prem ium s was a reduction of 0.95% of payroll. The effect on the consolidated ra te  was 
a reduction  of 0.47%, resulting in a reduction in the average to tal em ployer 
contribu tion  ra te  due to medical benefits of m % __of payroll.

2. Investm ent Perform ance

T he System once again experienced actuarial gains arising from  the investm ent 
perform ance of the T rust assets. A lthough the return  as m easured  by m arke t values 
was lower this year than last year, the effect of the five-year sm oothing w as to increase 
the re tu rn  as m easured by valuation assets from last year. T he approx im ate ra te  o f 
re tu rn  based  on m arket values was 9.94% and the rate based on valuation assets was
11.87%. T he resulting actuarial gain was 568,112,000 which had the effect of reducing 
the average em ployer contribution rate by 0.67%.

3. Salary Increases

Salary increases during the year were less than an ticipated in the valuation assum ptions. 
Salary experience resulted in an actuarial gain of 56,991,000 which genera ted  a 
reduction in the average em ployer contribution ra te  o f 0.0Z% J)f payroll.

4. Em ployee D ata

Section 2.2 provides statistics on active and inactive participants. T he num ber o f active 
partic ipan ts increased 3.7%, from 28,044 at June 30, 1989 to 29,086 at Ju ne 30, 1990. 
T he average age of active participants increased from 40.17 to 40.37 and average 
credited  service increased from  6.66 to 6.82 years.

T he nu m b er o f retirees and beneficiaries increased 5.7%, from  6,967 to 7,365, and  their 
average age increased from 63.28 to 63.62. T here was an  18.6% increase in the 
num ber o f vested term inated  participants from 2,314 to 2,745. T h eir average age 
reduced slightly from 42.97 to 42.96.
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T he overall effect o f these participant data  changes was an actuarial loss of $7,216,000, 
resulting in an  increase in the past service contribution rate  of 0.07% of payroll. These 
dem ographic changes also had the effect o f increasing the consolidated rate  by 0.61%, 
resulting in an increase in the average total em ployer contribution rate o f 0.68%  of 
payroll.

- R e t i r e m e n t  I n c e n t iv e  P r o g r a m

The second R etirem en t Incentive Program  has been available to University o f Alaska 
participan ts since July 1, 1989 and to  o ther participants since O ctober 1, 1989. T he num ber 
of new retirees increased from 370 at June 30, 1989 to 495 at June 30, 1990. A lthough the 
full effect o f the R.I.P. may not be seen until next year’s valuation, the R .I.P. was responsible 
in part for the increase in the num ber of new retirees.

As with the first R.I.P., the cost is being borne by em ployers based on the actuarial value 
of the extra benefits, calculated individually for each em ployee electing to  retire  under the 
program . This cost is being paid over a three-year period. If the assum ptions underlying 
the calculated  cost o f the R.I.P. are  met, the total cost to the System will be equal to  the 
em ployers’ paym ents.

S u m m a r y

T he following table sum m arizes the sources of change in the average em ployer contribution
rate:

(1) Last y ear’s average em ployer contribution rate .........................................  14.20%

(2) D ecrease in past service ra te  due to retiree  medical in s u r a n c e   (0.95%)

(3) D ecrease in consolidated rate due to retiree  medical insurance . . . .  (0.47%)

(4) D ecrease due to investm ent perform ance ..........................................   (0.67%)

(5) D ecrease due to salary in c re a s e s ...................................................................... (0.07%)

(6) Increase in past service rate due to dem ographic experience ..............  0.07%

(7) Increase in consolidated rate due to dem ographic e x p e r ie n c e   0.61%

(8) Im pact o f all o th e r f a c to r s ...................................................................................  0.86%

(9) A verage em ployer contribution rate this y e a r .............................................. 13.58%

In sum m ary, the System enjoyed a good year with substantial actuarial gains arising from 
favorable investm ent perform ance and the reduction in medical prem ium s. T hese  two 
factors w ere largely responsible for the increase in the System ’s funded status to  97.2% of 
accrued  liabilities.
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H ic k e le n d o r s e s  e a r ly  re tirem en t bill
The Associated Press '■$> $
- J U N E A U  -  The Hickel 

administration has endorsed 
legislation to revive the ear-* 
ly retirement incentive pro­
gram- for public employees, 
but only with changes that 
would limit* the number, of 
eligible state workers.

The bill would allow most 
state and local government' 
employees the chance to re­
tire three years early. The 
idea is to savei.money by ;

. encouraging the replacement 
of higher-paid,* longtime 

: workers with-new, lower- 
paid workers —  or leaving 
the positions empty.

‘ T w o  previous retirement- 
programs saved the state ►

1 and municipalities between .-' 
$95 million and $100 million . 
over several years, according
J.jy ■ - / • .UMia.Uv'tt) _L

to state audits.'1: \
The latest bill, sponsored 

by. Sen. Jim Duncan, D-Ju- 
neau, was recently approved 
by the Senate State Affairs 
Committee after changes rec­
omm e n d e d  b y 1 Gov. Wally 
Hickel’s office were adopt­
ed.

Co mmlf .ioner Nancy Bear 
Usera of the Administration 
Department told the com- . 
mlttee the bill could help- 
Hickel reach his goal o f . 
shrinking the bureaucracy 
through attrition. ; .

don't feel like w e  should be 
rushing people through state . 
service,", she told the com­
mittee.

Usera asked lawmakers - 
to shorten the ' period for —  
participation in the program 
to m a k e  budget .planning - 
easier. She said the change 
/would shrink the number of 
eligible state workers from 
4,366 to 3,919.
1 In the most recent pro­
gram, about..30 percent of 
those eligible took early re­
tirement, she said.

Under Duncan's proposal.

to shrink the application pe­
riod to between next July 31 
and Oct.-31. She asked the 
retirement deadline to 
change to July lp93.

Duncan said he would go 
along with the change if it 
would improve the bill’s 
chances of passing.

. Usera also persuaded the 
committee to include a pro­
vision banning early retirees 
from taking state employ­
ment within-a year of leav­
ing government service. The 
provision exempts Universi­
ty of Alaska employees re-

•Tr.JVFebruary 1 9 9 4 . •  .. 'vices Committee for further 
general hiie • Usera askedjjawmakers* . consideration.

■. 1 .i;; • .
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REPORT OBJECTIVES. SCOPE, AND METHODOLOGY

In a c c o rd a n c e  w i th  th e  p r o v i s i o n s  o f  T i t l e  24 o f  t h e  A laska  
S t a t u t e s ,  a r e v ie w  was co n d u c ted  to  d e te rm in e  th e  e s t i m a t e d  
c o s t  s a v i n g s  r e s u l t i n g  from S t a t e  o f  A lask a  employees 
p a r t i c i p a t i n g  i n  t h e  R e t i r e m e n t  I n c e n t i v e  Program (RIP) .  
The o b j e c t i v e s ,  s c o p e ,  and m ethodo logy  o f  ou r  r e v i e w  were as 
f o l l o w s :

O b j e c t i v e s

C h a p te r  26, SLA 1986 c r e a t e d  a r e t i r e m e n t  i n c e n t i v e  program 
f o r  members o f  t h e  P u b l i c  Em ployees '  R e t i r e m e n t  System and 
T e a c h e r s '  R e t i r e m e n t  System. The s t a t e d  p u rp o se  o f  t h i s  
l e g i s l a t i o n ,  e f f e c t i v e  May 16, 1986 was:

S in c e  i t  i s  n e c e s s a r y  f o r  s t a t e  a g e n c i e s  and may 
be n e c e s s a r y  f o r  o t h e r  em ployers  who p a r t i c i p a t e  
i n  t h e  s t a t e  r e t i r e m e n t  sys tem s  to  r e d u c e  t h e i r  
p e r s o n a l  s e r v i c e s  c o s t s  b e c a u se  o f  d e c l i n i n g  s t a t e  
r e v e n u e ,  a p rogram  e n c o u ra g in g  employees t o  r e t i r e  
v o l u n t a r i l y  may r e d u c e  th e  h a r d s h i p  o f  l a y o f f s .
T h is  p rogram  i s  i n t e n d e d  to  r e a l i z e  s u f f i c i e n t  
economies to  o f f s e t  th e  c o s t  o f  a d m i n i s t r a t i o n  and 
b e n e f i t s  t o  t h e  s t a t e  a g e n c i e s  and o t h e r  em ployers  
r e s u l t i n g  from th e  award o f  r e t i r e m e n t  c r e d i t s  and 
to  r e s u l t  i n  a n e t  r e d u c t i o n  in  p e r s o n a l  s e r v i c e s  
c o s t s  t o  t h e  s t a t e  o r  o t h e r  em ployer  d u r i n g  a 
p e r i o d  o f  d e c l i n i n g  r e v e n u e .

The o b j e c t i v e  o f  o u r  r e v i e w  was t o  d e t e rm in e  th e  amount o f  
c o s t  s a v i n g s  as  a r e s u l t  o f  s t a t e  employees p a r t i c i p a t i n g  in  
RIP. The scope  o f  o u r  r e v i e w  and m ethodology  u s e d  to  meet  
t h i s  o b j e c t i v e  f o l l o w s .

Scope and M ethodology

A l l  e x e c u t i v e  b r a n c h  employees ( e x c l u d i n g  th e  U n i v e r s i t y  o f  
A la s k a )  e n r o l l e d  i n  t h e  P u b l i c  Em ployees '  R e t i r e m e n t  System , 
p a r t i c i p a t i n g  i n  RIP be tw een  May 16, 1986 t o  O c to b e r  1,
1987, and h a v in g  p o s i t i o n  c o n t r o l  numbers (PCNs) were  
r e v i e w e d .

In  o r d e r  to  c a l c u l a t e  t h e  e s t i m a t e d  c o s t  s a v i n g s  i n  p e r s o n a l  
s e r v i c e  c o s t s  a s  a r e s u l t  o f  em ployees  p a r t i c i p a t i n g  in  RIP, 
we o b t a i n e d  a l i s t i n g  o f  r e t i r e e s  from t h e  D ep a r tm en t  o f  
A d m i n i s t r a t i o n ,  D i v i s i o n  o f  R e t i r e m e n t  and  B e n e f i t s .  The 
l i s t i n g ,  d a t e d  November 9, 1987 p r o v i d e d  us w i th  t h e  r e t i r ­
in g  e m p lo y e e ' s  name, s o c i a l  s e c u r i t y  number,  and e m p l o y e r ' s  
RIP c o s t  by d e p a r t m e n t .
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A com puter  m atch  o f  s o c i a l  s e c u r i t y  numbers w i t h  the  S t a t e ' s  
p a y r o l l  h i s t o r y  f i l e  was done in  o r d e r  to  i d e n t i f y  th e  PCN 
from which t h e  employee r e t i r e d .  The match a l s o  p ro v id e d  us 
w i th  t h e  m onth ly  s a l a r y  o r  h o u r l y  r a t e  t h e  employee was 
p a i d .  To d e r i v e  a t  an an n u a l  s a l a r y ,  m o n th ly  em ployees '  
s a l a r i e s  were  m u l t i p l i e d  by 12  m onths ,  i f  b u d g e te d  f o r  12 
m onths ,  and h o u r l y  em plo y ees '  s a l a r i e s  were  m u l t i p l i e d  by 
1 ,950 h o u r s ,  i f  b u d g e te d  f o r  12 m onths .  The m atch  o f  s o c i a l  
s e c u r i t y  number t o  PCN showed t h a t  some employees d i d  n o t  
have  a PCN such  as  r e t i r e e s  from th e  Perm anent  Fund C o rp o ra ­
t i o n  and m ar in e  em ployees .  These were e x c lu d e d  from our  
a n a l y s i s .

The new l i s t i n g  o f  PCNs g e n e r a t e d  above was m atched  w i t h  th e  
S t a t e ' s  p a y r o l l  h i s t o r y  f i l e  f o r  t h e  p e r i o d  A ugust  1988 
th r o u g h  December 1988. I f  a m atch  o c c u r r e d ,  we d e te rm in e d  
th e  a n n u a l  s a l a r y  o f  th e  c u r r e n t  o c c u p a n t  b a s e d  on th e  
m o n t h l y / h o u r l y  r a t e .  In  a d d i t i o n ,  we m atched  t h e  PCN w i th  
t h e  FY 89 PACS ( P o s i t i o n  A cco u n t in g  C o n t r o l  System) f i l e  
t h a t  i s  m a i n t a i n e d  by th e  O f f i c e  o f  th e  G o v ern o r ,  O f f i c e  o f  
Management and  Budge t .  T h i s  m a tch  p r o v i d e d  us  w i t h  th e  
number o f  months a p o s i t i o n  was b u d g e te d .

I n  o r d e r  t o  show a more a c c u r a t e  co m p ar i so n  o f  a n n u a l  s a l a r y  
s a v i n g s ,  we a d j u s t e d  t h e  a n n u a l  s a l a r y  f o r  t h e  r e t i r e d  
employee and t h e  c u r r e n t  employee i f  t h e  number o f  months 
b u d g e te d  was l e s s  t h a n  t w e lv e .  The s a l a r y  o f  employees 
r e t i r i n g  from PCNs t h a t  r em a in  v a c a n t  o r  was u n b u d g e te d  in  
t h e  FY 89 PACS f i l e  i s  c o n s i d e r e d  as a s a v i n g s  b e c a u se  t h e r e  
a r e  no c u r r e n t  c o s t s  a s s o c i a t e d  w i t h  th e  v a c a t e d  PCN. 
F u r t h e r m o r e ,  o u r  r e v i e w  d i d  n o t  i n d i c a t e  t h a t  employees 
r e t i r e d  f rom p o s i t i o n s  c u r r e n t l y  v a c a n t  had  been  r e p l a c e d  
w i t h  a new p o s i t i o n  which  i s  c u r r e n t l y  f i l l e d .

N ex t ,  we compared t h e  r e t i r e d  e m p lo y e e s ’ s a l a r i e s  t o  th e  
c u r r e n t  o c c u p a n t s '  s a l a r i e s  by p o s i t i o n  t o  d e t e r m i n e  i f  th e  
p a r t i c i p a t i o n  i n  RIP r e s u l t e d  i n  a " s a v i n g s "  o r  " l o s s . "  
'S a v in g s "  i s  d e f i n e d  a s  t h e  c u r r e n t  o c c u p a n t  s s a l a r y  b e in g  

l e s s  t h a n  t h e  r e t i r e d  e m p lo y e e ' s  s a l a r y .  " L o s s "  i s  d e f i n e d  
a s  t h e  c u r r e n t  o c c u p a n t ' s  s a l a r y  b e i n g  g r e a t e r  t h a n  t h e  
r e t i r e d  e m p lo y e e ' s  s a l a r y .

I n  t h e  f i n a l  a n a l y s i s ,  t o t a l  s a v i n g s / l o s s  by d e p a r t m e n t  was 
m u l t i p l i e d  by t h r e e  y e a r s  b e c a u s e  th e  S t a t e  had  t h r e e  y e a r s  
t o  pay f o r  t h e  e m p l o y e r ' s  s h a r e  o f  t h e  RIP c o s t ,  a l t h o u g h  
t h e  b e n e f i t  c o u l d  a f f e c t  more t h a n  t h r e e  y e a r s .  The 
e m p l o y e r ' s  n e t  c o s t  o f  RIP by d e p a r t m e n t  w h ich  e x c l u d e s  th e  
c o s t  f o r  p o s i t i o n s  n o t  i n c l u d e d  i n  t h e  c o m p a r i so n  was 
compared  w i t h  t h e  d e p a r t m e n t ' s  t h r e e - y e a r  s a v i n g s / l o s s  i n  
o r d e r  t o  a r r i v e  a t  a  n e t  s a v i n g s / l o s s .

ST ATS o r  A CASK A -2- Ol D»T



L im ita t io n s

In  a d d i t i o n  to  th e  m ethodology  u sed  to  d e te rm in e  th e  c o s t
s a v i n g s  o f  t h e  RIP program, th e  f o l l o w in g  a r e  some
l i m i t a t i o n s  we i d e n t i f i e d .

1.  Our c o m p u ta t io n  o f  s a v in g s  o n ly  shows th e  s a v i n g s  i n
th e  p o s i t i o n  t h a t  r e t i r e d .  I t  d o e s n ' t  t a k e  i n t o
a c c o u n t  t h e  s a v in g s  from o t h e r  p o s i t i o n s  a f f e c t e d
w i t h i n  t h e  S t a t e  i f  th e  p o s i t i o n  was f i l l e d  by a n o t h e r  
s t a t e  employee.

2. Some p o s i t i o n s  were r e c l a s s i f i e d  a f t e r  th e  employee was 
r e t i r e d .  C o n se q u e n t ly ,  th e  c o s t  s a v i n g s / l o s s  co m p ar i ­
son may be skewed f o r  t h e s e  p o s i t i o n s .

3. Our co m par iso n  e x c lu d e s  em ployees  i n  which th e  PCN had
more th a n  one employee p a r t i c i p a t e  i n  RIP. In  th o s e
i n s t a n c e s ,  o n l y  t h e  f i r s t  employee to  p a r t i c i p a t e  i n  
RIP and t h e  c u r r e n t  o c c u p a n t  w ere  p r e s e n t e d  on t h e  
s c h e d u l e .

4. The c a l c u l a t i o n  o f  s a v i n g s / l o s s  was o n ly  d e te rm in e d  f o r  
a n n u a l  s a l a r i e s ;  employee b e n e f i t s  a r e  n o t  i n c l u d e d .  
I n  a d d i t i o n ,  t h e  e f f e c t  o f  employee m e r i t  i n c r e a s e s  
d u r i n g  t h e  y e a r  was e x c lu d e d .

5. The n e t  c o s t  o f  RIP r e p r e s e n t s  t h e  e m p lo y e r ' s  c o s t
e x c l u d i n g  a d m i n i s t r a t i v e  c h a r g e s  f o r  t h o s e  p o s i t i o n s  we 
a n a l y z e d .

6 . Some e x e c u t i v e  b ra n c h  em ployees  to o k  m anda to ry  and
v o l u n t a r y  pay c u t s  p r i o r  t o  r e t i r i n g  w h i le  t h e  c u r r e n t  
o c c u p a n t ' s  s a l a r y  in  t h a t  p o s i t i o n  r e f l e c t s  th e  
r e i n s t a t e d  s a l a r y .  We d i d  n o t  a d j u s t  ou r  s c h e d u le  f o r  
t h e s e  d i f f e r e n c e s .
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ORGANIZATION AND FUNCTION

C hap te r  26, SLA 1986 became e f f e c t i v e  on May 16, 1986 and 
c r e a t e d  a r e t i r e m e n t  i n c e n t i v e  program f o r  members o f  th e  
P u b l i c  Employees '  R e t i r e m e n t  System (PERS) and th e  T e a c h e r s '  
R e t i r e m e n t  System (TRS). The program p ro v id e d  f o r  v e s t e d  
members o f  each  r e t i r e m e n t  sy s tem ,  who were e l i g i b l e  to  
r e t i r e  w i t h i n  t h r e e  y e a r s ,  a c r e d i t  o f  t h r e e  y e a r s .  The aim 
o f  t h e  program was to  r e d u c e  p e r s o n a l  s e r v i c e  c o s t s  and to  
m in im ize  th e  number o f  i n v o l u n t a r y  l a y o f f s .

The O f f i c e  o f  the  Governor ,  O f f i c e  o f  Management and Budget 
(OMB), D i v i s i o n  o f  Budget  Review i s s u e d  d e t a i l e d  g u i d e l i n e s  
on Ju n e  11, 1986 to  s t a t e  a g e n c i e s  to  f o l l o w  i n  im plem ent ing  
th e  R e t i r e m e n t  I n c e n t i v e  Program (R IP ) .  Employees w ish in g  
to  p a r t i c i p a t e  i n  t h e  program had  to  meet t h r e e  r e q u i r e m e n t  
l e v e l s  i n  o r d e r  t o  q u a l i f y  f o r  RIP.

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

2. D e s ig n a t e d  O r g a n i z a t i o n a l  U n i t s  - The i n d i v i d u a l  had to  
be employed i n  a p o s i t i o n  f a l l i n g  w i t h i n  an agency  
a s s i g n e d  jo b  c l a s s i f i c a t i o n ,  and a u t h o r i z e d  i n  and p a i d  
from a d e s i g n a t e d  o r g a n i z a t i o n a l  u n i t .  S av in g s  then  
had to  be shown to  o c c u r  w i t h i n  jo b  c l a s s i f i c a t i o n s  
w i t h i n  d e s i g n a t e d  o r g a n i z a t i o n a l  u n i t s  b e f o r e  any 
i n d i v i d u a l  c o u l d  r e t i r e  u n d e r  th e  p rogram .  A gencies  
were g iv e n  co m p le te  f reedom  to  s e l e c t  j o b  c l a s s i f i c a ­
t i o n s  and  o r g a n i z a t i o n  u n i t s  o f  th e  g r e a t e s t  o r  l e a s t  
d e t a i l .

3. C e r t i f i c a t i o n  o f  S a v in g s  -  A genc ies  w ere  r e q u i r e d  to  
f o r w a rd  e v id e n c e  o f  c o s t  s a v i n g s  to  OMB b a se d  on th e  
j o b  c l a s s i f i c a t i o n s  and o r g a n i z a t i o n a l  u n i t s  p a r t i c i ­
p a t i n g  i n  RIP. Once OMB c e r t i f i e d  t h e  s a v i n g s ,  funds  
c o u l d  be encumbered to  pay  f o r  t h e  c o s t  o f  RIP.

In  c a l c u l a t i n g  th e  s a v i n g s ,  OMB r e q u i r e d  a g e n c i e s  to  i n c l u d e  
a l l  t h o s e  i n d i v i d u a l s  m e e t in g  p e r s o n a l  e l i g i b i l i t y  r e q u i r e ­
ments  end who w ish ed  to  p a r t i c i p a t e  i n  t h e  p ro g ram .  W i th in  
a j o b  c l a s s i f i c a t i o n  and d e s i g n a t e d  o r g a n i z a t i o n a l  u n i t  
e i t h e r  a l l  t h o s e  i n d i v i d u a l s  must  have  b een  a b l e  to  p a r t i c i ­
p a t e  o r  none c o u l d .  In  o t h e r  w ord s ,  an o r g a n i z a t i o n a l  u n i t  
c o u ld  n o t  be d e s i g n a t e d  u n l e s s  a l l  t h o s e  who met b a s i c  
r e q u i r e m e n t s  and w an ted  to  p a r t i c i p a t e  were i n c l u d e d  i n  t h e  
c a l c u l a t i o n  o f  s a v i n g s .
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S av in g s  c o u ld  be a c h i e v e d  in  one o f  f o u r  ways.  A p o s i t i o n  
h e l d  By a p e r s o n  r e t i r i n g  u n d e r  t h e  program c o u ld  be f i l l e d  
by someone a t  a low er  s t e p  o r  r a n g e  w i t h i n  i t s  e x i s t i n g  jo b  
c l a s s ;  th e  p o s i t i o n  c o u ld  be r e c l a s s e d  downward; o r  the  
p o s i t i o n  c o u ld  be h e l d  v a c a n t .  In  a d d i t i o n ,  a g e n c i e s  co u ld  
c o n s i d e r  a s a v i n g s  f o r  a p o s i t i o n  h e l d  v a c a n t  even though  i t  
was n o t  l a s t  f i l l e d  by someone r e t i r i n g  u n d e r  t h e  program .

Because  payment o f  t h e  p a r t i c i p a n t  c o s t s  t o  t h e  D i v i s i o n  o f  
R e t i r e m e n t  and B e n e f i t s  m ust  have  been  made w i t h i n  t h r e e  
y e a r s  o f  t h e  end o f  t h e  f i s c a l  y e a r  i n  which  he o r  she 
r e t i r e d ,  a g e n c i e s  c o u ld  c a l c u l a t e  s a v i n g s  stemming from 
low er  r a n g e ,  lo w er  s t e p ,  and  v acan cy  o v e r  f o u r  f u l l  y e a r s  
r a t h e r  t h a n  t h r e e ,  b e g i n n i n g  w i t h  t h e  f i s c a l  y e a r  i n  which 
th e  r e t i r e m e n t  t o o k  p l a c e .  A cc o rd in g  to  OMB, t h e  gen e rou s  
ro u n d in g  was due t o  t h e  f a c t  t h a t  t h e  S t a t e  would  b e n e f i t  
f i n a n c i a l l y  lo n g  a f t e r  t h e  t h r e e  y e a r  payment p e r i o d  ended.
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AUDITOR'S CONCLUSIONS

Comparing th e  s a l a r i e s  o f  employees p a r t i c i p a t i n g  in  th e  
R e t i r e m e n t  I n c e n t i v e  Program (RIP) w i th  th e  s a l a r i e s  o f  
r e p l a c e m e n t  employees and p o s i t i o n s  r e m a in in g  v a c a n t  shows 
the  S t a t e  b e n e f i t e d  i n  a r e d u c t i o n  o f  p e r s o n a l  s e r v i c e  
c o s t s .  Tak ing  i n t o  c o n s i d e r a t i o n  th e  e m p lo y e r ' s  c o s t  to  
c r e d i t  t h e  r e t i r e d  employees w i t h  t h r e e  y e a r s  o f  s e r v i c e  
p ro d u ce s  an e s t i m a t e d  n e t  s a v i n g s  o f  $ 1 4 ,4 4 9 ,0 0 0  o v e r  t h r e e  
y e a r s .  (See S ch ed u le  o f  RIP Cost  S a v i n g s / ( L o s s ) on page 9 
of  t h i s  r e p o r t . )

E xcep t  f o r  t h e  D ep a r tm en t  o f  C o r r e c t i o n s  and th e  D epar tm ent  
o f  Community and R e g io n a l  A f f a i r s ,  a l l  e x e c u t i v e  b ra n c h  
a g e n c i e s  we r ev iew e d  showed a n e t  s a v i n g s  to  th e  S t a t e .  For 
th e  most  p a r t  t h i s  e x c e p t i o n  was due to  OMB a l l o w i n g  a g e n ­
c i e s  to  c a l c u l a t e  t h e i r  s a v i n g s  o v e r  a f o u r - y e a r  t ime p e r i o d  
w hereas  o u r  c a l c u l a t i o n s  were  b a se d  o v e r  a t h r e e - y e a r  
p e r i o d .  (See R e p o r t  O b j e c t i v e s ,  Scope,  and Methodology 
s e c t i o n  o f  t h i s  r e p o r t . )  In  a d d i t i o n ,  p r o v i s i o n s  were made 
by OMB t h a t  a g e n c i e s  c o u l d  d e m o n s t r a t e  s a v i n g s  by k e e p in g  
open a v a c a t e d  p o s i t i o n  even though  t h e  employee d id  n o t  
r e t i r e  t h ro u g h  t h e  RIP p rog ram .  We d i d  n o t  i d e n t i f y  t h e s e  
p o s i t i o n s  o r  f o l l o w  t h a t  m e thodo logy  f o r  c a l c u l a t i n g  
s a v i n g s .

Net c o s t  s a v i n g s  by s t a t e  agency  were  m a in ly  g e n e r a t e d  by 
th e  r e p l a c e m e n t  o f  em ployees  whose s a l a r y  was b a sed  on 
l o n g e v i t y  w i th  em ployees  p a i d  a t  low er  r a t e s ,  t h e  r e c l a s s i ­
f i c a t i o n  o f  p o s i t i o n s  t o  low er  pay  r a n g e s ,  and l e a v i n g  
p o s i t i o n s  v a c a n t .  P o s i t i o n s  employees r e t i r e d  from and 
c u r r e n t l y  o c c u p ie d  by an  employee r e s u l t e d  i n  low er  a n n u a l  
s a l a r i e s  f o r  a l l  a g e n c i e s ,  e x c e p t  f o r  t h e  O f f i c e  o f  t h e  
G o v e rn o r .  C u r r e n t  s a l a r i e s  i n  t h e  G o v e r n o r ' s  O f f i c e  were  
g r e a t e r  by $ 1 , 0 0 0  i n  t h o s e  p o s i t i o n s  where employees 
r e t i r e d .  We b e l i e v e  t h i s  v a r i a n c e  i s  due t o  t h e  r e t i r i n g  
e m p lo y e e ' s  s a l a r y  r e f l e c t i n g  a 10  p e r c e n t  pay  c u t  w h i le  t h e  
c u r r e n t  o c c u p a n t ' s  s a l a r y  i s  a f t e r  t h e  pay c u t s  were  
r e s t o r e d .

Review o f  some i n d i v i d u a l  s i g n i f i c a n t  v a r i a n c e s  i n  pay 
b e tw een  th e  r e t i r e d  e m p lo y e e ' s  s a l a r y  and t h e  c u r r e n t  
e m p lo y e e ' s  s a l a r y  i n d i c a t e d  t h e  v a r i a n c e s  w ere  m a in ly  cau sed  
by p o s i t i o n  r e c l a s s i f i c a t i o n s .  We d i d  n o t  d e t e r m i n e  th e  
j u s t i f i c a t i o n  f o r  t h e s e  p o s i t i o n  r e c l a s s i f i c a t i o n s .
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O e a c r t p t l o n

O f f i c e  ot t n e  C o e e r n o r

P o a l c l r n «  K a t c n e d  w i t h  F Y  8 9  P a y r o l l  F i l e

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

N o e  B u d g e t e d  t n  F Y  3 9  P A C S  F t  I t
B u d g e t t c  i n  P A C S  T i l t  b u t  C u r r e n t l y  U n ' t i l e d
B u d g e t e d  i n  P A C S  F l i t  w i t h  Z e r o  H c n c h e  B u d g e t e d

l o t e l  P o e t t t o r . i  N o t  K e t e h e d  w l c h  F Y  3 9  P a r r o t !  P i l e

T o t e  I  O f f i c e  o t  t h e  G o r a m o r

O e p a r c a a n c  o f  A d m i n i s t r a t i o n

P o e t t t o n e  H a c c n t d  w i t h  F Y  8 9  P a r r c l l  F i l e

P o a l t l o n a  W o t  K e c e h c d  u l t n  F T  3 9  P a r r o t t  F t l e t

N o t  B u d c a c e d  I n  F T  8 9  P A C S  F i l e
B u d g e t e d  t n  P A C S  F i l e  b u t  C u r r e n t l y  U n f i l l e d
B u d | a t e d  I n  P A C S  F i l e  w i t h  Z e r o  H o n c h a  B u d g e t e d

T o t a l  P o e t t t o n e  N o t  H a t c h e d  w i t h  F Y  8 9  P a y r o l l  F t l e

T o t a l  O e p a r o e e n c  o f  A d n l n l a t r e t l o n

D e p a r t m e n t  o f  L e w

P o e l t l o n a  H a t c h e d  w i t h  H f  8 9  P a y r o l l  F i l e

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

N o t  B u d g e t e d  t n  F Y  8 9  P A C S  P i l e
B u d g e t e d  : n  P A C S  F t l e  b u t  C u r r e n t l y  U n f i l l e d
B u d g e t e d  i n  P A C S  F i l e  w i t h  Z e r o  M o n t h !  B u d g e t e d

T o t a l  P o a l t l o n a  N o t  h a t c h e d  w t t h  F T  8 9  P a y r o l l  F t l e

T o t a l  D e p a r t m e n t  o f  L a w

D e p a r t m e n t  o t  R a r a n u a

P o a l t l o n a  H a t c h e d  w t t h  F Y  8 9  P e r r o l l  F t l e

P o l i t i c o !  N o t  “e t c h e d  w i t h  F T  8 9  P a y r o l l  P t l e i

N o t  B u d g e t e d  I n  F T  8 9  P A C S  F i l e
B u d g e t e d  I n  P A C S  F i l e  b u t  C u r r e n t l y  U n f i l l e d
B u d g e t e d  i n  P A C S  F i l e  w t t h  Z e r o  h e m  t h e  B u d g e t e d

T o t a l  P o a l t l o n a  N o t  H a t c h e d  w t t h  F T  8 9  P e r r o l l  F t l e

T o t a l  D e p a r t m e n t  o f  R e r e n j e

D a p a r t P d P t  o f  f d u e a t l o n

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

P o a l t l o n a  N o t  M a t c h e d  w t t t  F T  1 9  F e r r e l l  F t l e t

N o t  B u d g e t e d  I n  F T  » t  P B C B  F l U
B u d g e t e d  t n  P A C S  F i l e  h a t  C a r r e a t l y  U n f i l l e d
B u d g e t e d  i n  P A C S  P i l e  v l M  ( e r e  H o e c l u  B u d g e t e d

T o t a l  P e a I t l o n a  H o t  W e t d e e d  w i t h  F T  8 9  P a y r o l l  P i l e

T o t a l  D e p a r t m e n t  o f  Z d u c a t l a e

D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e d

P o e  I t l o n a  M a t t P e d  m i l  F T  3 9  P e r r o l l  f i l e

P o a l t l o n a  N o t  h a t c n e d  w i t h  r Y  3 9  P a r r o t t  F t  1 a i

N o t  B u d g e t e d  I n  F Y  8 1  P A C S  P i l e
B u o e e t e d  t n  P A C S  F t l e  b u t  C u r r e n t l y  U n f i l l e d
B u d g e t e d  t n  P A C S  F i l e  w i t h  Z e r o  N o n t h t  B u d g e t e d

T o t a l  P m l t l o n t  N o t  H a t c h e d  w i t h  F T  3 1  P e r r o n  P i l e

T : t a l  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v l e e e

S T A l t  O F  A L A S K A  
D E P A R T M E N T  O F  A D M I N I S T R A T I O N  

P U B L I C  E M P L O Y E E S ' f X T I A Z K T . ' T r  S Y S T E M  
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5 0 6 , 1 8 0 6 1 1 . 5 0 6 6 3 , 6 7 6

8 6 , 1 U  
1 6 7 , 6 6 4  

•O'
-O'
•0*
- 0 -

8 6 , 1 * 4
1 6 7 , 6 6 4

- 0 -

2 1 1 , 8 1 6 • 0 - 2 1 1 . 8 U

7 1 3 , 9 9 * 6 3 8 . 3 0 6 2 9 7 , 4 9 2 8 9 2 , 4 7 *

‘ 7 1 6 . 6 0 6 3 9 7 . 8 6 0 1 2 1 . 7 6 6

3 8 2 , 9 7 1
• 0 *
•O'

- 0 -
• 0 *
• 0 *

1 8 3 , 9 7 1
• O '
- 0 -

3 8 7 , 9 7 1 -o- 1 * 2 . 1 7 1

1 , 0 9 9 , 3 7 $ 3 9 2 . 8 6 0 3 0 6 . 7 1 3 1 . 3 7 0 . 1 6 3

$ . 1 3 3 , 6 6 0 6 . 4 9 3 . 3 1 3 6 6 0 , 1 3 7

1 7 7 , 9 3 4
1 1 6 , 0 4 4

• 0 -

- 0 -
•0*
•O'

1 7 7 , 1 3 *
1 1 6 , 0 4 4

• O '

6 9 7 , 0 6 0 •0- 6 9 2 , 0 6 0

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

N e t
C o e t  o f  

 R I P

1 0 * .  7 6 *

T h r r e ' Y e a r  
N e t  
R I P  

S a r t n g e  
> L o t a i

8* ,yj.

A l l . * 1 3 AtO .BAl

3 5 1 . 1 B A 1*1.1*1
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S T A T E  O F  A L A S K A  
D t P A m U K T  O r  A E M I N I S T R A I I C M  

P U B L I C  E M P L O Y E E S '  R Z I I R D O K T  S T S I t H  
R E I I R Z K L Y T  m e a n V t  P R O C R A M  ( R I P )  
S C H E D U L E  O P  R I P  C O S T  S A V I N C S / O O S S )

D e s c r i p t i o n

H a y  l b ,

N i a b a r
o f

P o a l t l o n a

1 9 8 b  c o  O c c o b a

S a l a r y
o f
R I P

R a r i r a e

r “ T 7 ' 1 9 J /

C u r r e n t  
O c c u p a n t ' s  
S a l a r y  o f  

P o s l c l o n  
V a c a t a d

D i f f e r e n c e  • 
S a v i n g s  

( L o n )

S a v i n g s  
( L o a s )  N e t  

O v a r  I h r e e -  C o a c  o f  
Y a a r  P e r i o d  R I P

T h r i f t i e r
N e t
R I P

S a v i n g s

D e p a r c m a n c  o f  L i b o r

P o s i t i o n s  M a t c h e d  w i t h  F Y  8 9  P a y r o l l  F l U 4 2 S  1 . 7 7 1 . 5 1 3 S I ,  3 9 7 , 9 8 3 S  1 7 3 . 5 3 8 S  3 3

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

N o t  B u d g e t e d  i n  F Y  8 9  P A C S  F l U 2 8 6 , 6 7 8 - 0 - 6 6 , 6 7 8
B u d g e t a d  I n  P A C S  F l U  b u t  C u r r e n t l y  U n f i l l e d 9 3 2 6 , 1 1 6 - 0 - 3 2 6 , 1 1 4
B u d g e t e d  I n  P A C S  F t l e  w i t h  Z e r o  M e n t h a  B u d g e t e d 0 • 0 * * 0 - • 0 *

T o t a l  P o a l t l o n a  N o t  M a t c h e d  w i t h  F Y  8 9  P a y r o l l  F i l e U 1 9 2 , 7 9 4 • 0 - 3 9 2 , 7 9 4

T o t a l  D e p a r t a o n c  o f  L a b o r S S 2 , 1 6 4 , 3 1 7 1 , 3 9 7 . 9 8 3 5 6 6 . 3 3 2 1 . 6 9 6 . 9 9 6  1 . 1 1 6 , 1 7 3 5 8 2 . 3 2 1

D e o a r c a e n e  o f  C c e a e r c e  a n d  E c o n o m i c  D e v e l o p m e n t

P o a l t l o n a  H a t c b e d  w i t h  F T  8 9  P a y r o l l  F l U 1 9 8 3 1 , 6 3 2 7 2 4 . 3 0 8 1 2 7 . 3 4 4

P o a l t l o n a  N o t  H a t c h e d  w l c h  F Y  8 9  P a y r o l l  F i l e t

N o t  B u d g e t e d  I n  F Y  8 9  P A C S  F i l e 9 4 1 0 , 7 8 4 - 0 * 4 1 0 , 7 8 4
B u d g e t e d  i n  P A C S  F t l e  b u t  C u r r e n t l y  U n f i l l e d 0 - O - - 0 * • 0 -
B u d g e t e d  I n  P A C S  F i l e  w l c h  Z e r o  M o n t h s  B u d g e t e d 0 - 0 - • 0 - - 0 -

T o c e l  P o a l t l o n a  N o e  M a t c h e d  v l t h  F Y  8 9  P a y r o l l  F i l e 9 4 1 0 , 7 8 4 • 0 - 4 1 0 . 7 8 4

T o c e l  D e p a r t ~ n t  o f  C o a a i r c e  a n d  E c o n o m i c  D e v e l o p m e n t 1 8 1 . 2 6 2 . 4 3 6 7 2 4 . 3 0 8 3 3 8 , 1 2 8 1 . 6 1 4 . 3 8 4  6 4 8 , 1 3 8 9 6 8 . 1 4 8

D e p a r t m e n t  o f  M i l i t a r y  a n d  V a t e r a n e '  A f f a i r e

P o a l t l o n a  M a t c n e d  w i t h  F T  8 9  P a y r o l l  F l U 1 1 7 6 , 0 1 6 1 8 2 . 3 7 2 1 3 . 6 4 4

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

N o t  B u d g e t e d  I n  F T  8 9  P A C S  F t l e I 7 7 , 2 6 8 * 0 * 7 7 , 2 6 8
B u d g e t e d  t n  P A C S  T i l e  b u t  C u r r e n t l y  U n f i l l e d 0 • O - • 0 * •0~*
B u d g e t e d  I n  P A C S  r i l e  w i t h  Z e r o  M o n t h !  B u d g e t e d 0 - 0 - - 0 - •O'

T o t a l  P o a l t l o n a  N o t  M a c c h e d  v l t h  F T  8 9  P a y r o l l  F i l e I 7 7 , 2 6 8 ♦0* 7 7 . 2 6 8

T o t a l  D e p a r c s e n c  o f  M U l c a r v  a n d  V e c e r a n a 1 A f f a i r e u 2 3 3 , 2 8 4 1 6 2 . 3 7 2 9 0 . 9 1 2 2 7 2 , 7 3 8  2 3 0 . 5 4 1 4 2 . 1 9 3

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

P o a l t l o n a  M a t c h e d  w i t h  F T  8 9  P a y r o l l  F l U 1 7 1 . 3 3 8 , 3 9 7 1 . 2 4 1 . 7 3 2 9 4 . 8 6 5

P o a l t l o n a  N o t  H i t c h e d  w i t h  F T  8 9  P a y r o l l  F i l e t

N o t  B u d g e t e d  I n  F T  8 9  P A C S  P i l e 2 0 9 0 d , 6 7 6 - 0 - 9 0 8 , 4 7 6
B u d g e t e d  I n  P A C S  F i l e  b u t  C u r r e n t l y  O n f l l l e d 7 2 2 2 , 8 0 2 * 0 - 2 2 2 , 8 0 2
B u d g e t e d  I n  P A C S  F i l e  w l c h  Z e r o  M o n t h e  B u d g e t e d 0 - 0 - * 0 - • O -

T o t a l  P o a l t l o n a  N o t  H a t c h e d  w i t h  F T  8 9  P e T T o l l  F i l e 1 7 1 . 1 3 1 . 4 7 1 • 0 * 1 . 1 3 1 . 4 7 8

T o t a l  D e p a r t m e n t  o f  N a t u r a l  R e i o u r c e e ( 4 2 , 4 7 0 , 0 7 3 1 , 2 4 1 . 7 3 2 1 , 2 1 6 , 3 4 3 3 . 6 1 3 . 0 2 9  1 . 4 0 0 . 4 7 8 2 . 2 8 4 , 3 3 3

D e p a r t m e n t  o f  F I  a h  a n d  C a m e

P o a l t l o n a  H a t c h e d  w i t h  F T  8 9  F e r r o l l  F l U 4 7 2 , 1 0 7 , 7 4 1 1 . 7 1 0 . 1 7 3 3 2 4 . 8 4 8

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

N o t  B u d g e t e d  I n  F T  8 1  P t t i  F l U 1 4 7 1 0 , 9 3 3 - 0 - 7 1 0 , 9 3 1
B u d g e t e d  I n  P A C S  F i l e  b o s  U e t e e t l y  U n f i l l e d U 3 0 3 , 3 9 1 - 0 * 5 0 3 , 3 9 1
B u d g e t e d  i n  P A C S  r i l e  S e n  M o n  t h e  B u d g e t e d 4 - 0 - •O' 'O '

T o t a l  P o a l t l o n a  N o t  M e t a A a d  M  F T  1 9  F e r r o l l  F i l e 1 0 1 , 2 1 6 , 3 4 4 • 0 - 1 , 2 1 4 , 3 4 4

T o t a l  D e p a r t m e n t  o f  F l a h  e m d  < 3f g| 7 7 1 . 3 2 4 . 2 ( 3 1 . 7 S O . I 7 3 1 . 3 4 3 . 4 1 2 4 . 6 3 0 . 2 3 8  2 . 6 1 8 . 2 2 0 1 . 9 4 4 . 0 1 6

D e p a r t m e n t  o f  P u b l i c  S e f e t T

P o a l t l o n a  M a t c h e d  w i t h  F T  8 9  P a y r o l l  P i l e * 4 3 , 0 2 2 , 3 3 3 2 . 7 4 3 , 0 9 8 2 7 7 , 4 3 9

P o a l t l o n a  N o t  H a t c h e d  w i t h  F Y  1 9  P a y r o l l  P l l e t

N o t  B u d g e t e d  I n  P Y  8 9  P A C S  P i l e 1 4 1 , 6 0 2 , 3 0 8 • 0 * 1 , 6 0 2 , 3 0 8
B u d g e t e d  t n  P A C S  F i l e  b u t  C u r r e n t l y  U n f i l l e d 1 1 2 6 , 4 2 7 • 0 * 1 2 6 , 4 2 2
B u d g e t a d  I n  P A C S  P i l e  w i t h  Z e r o  M o n t h !  B u d g e t e d 0 • 0 * • 0 * - 0 -

T o t a l  P o a l t l o n a  N o t  M a t c h a d  w t t h  F Y  8 9  P a y r o l l  f i l e 1 7 1 . 9 2 8 , 9 3 3 * 0 * 1 , 9 2 8 , 9 3 )

T o t a l  D e p a r t m e n t  o f  P u b l i c  S a l a r y 1 0 1 4 . 9 3 1 . 4  7 0 2 . 7 4 3 . O H 2 , 2 0 4 , 3 2 4 6 . 6 1 9 , 1 2 2  4 , 2 0 9 . 4 1 1 1 . 4 0 9 , ' 0 4
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STATE O r ALASKA 
DEPARTMENT o r  ADMINISTRATION 

PUBLIC -M P lCV rrS ' RETIkiT 'IKT s y s t w  
’ iT IPTVLST  INCENTIVE PKOCRA.H (K IP )  
schedule , <■ r ; p  cost  s a v im : s / ( l o s s )

tcey 16 , .166 to  October I ,  I'm  ~

D e e c r i o c t o n

N i a a b e r
o f

P o a l t t o n i

S a l a r y
o f
K t P

K a t l r a a

C u r r a n t  
O c c u p a n t •a  
S a l a r y  o f  

P o a l t l o n  
V a c a t e d

D i f f e r e n c e  -  
S a v i n g s  
( L o a a )

S a r i n s *
( L o a a )

O v e r  H i r e * -  
Y a a r  P a r t o d

N e t  
C o a t  o f  

U P

T b r e e * T e e *
N e t
K I P

5 a v | n | l

D e p a r t m e n t "  o t  E n v i r o n m e n t a l  C o n a e r v c t  I o n

P o a t t i o n *  M a t e n e r  w i t h  r r  ! »  P a v r a t l  P l l « 1 0 S  9 1 8 , 6 3 8 5  3 8 1 . 8 8 9 5  5 3 . 2 5 2 5 5 5

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

N o t  B u d a t t t d  t n  F T  8 9  P A C S  F i l e 1 3 8 , 7 1 1 • 0 - 3 8 , 7 X 2
B u d e e c e d  t n  P A C S  F l i t  L u c  C u r r e n c t r  U n f i l l e d 1 9 3 , 2 9 4 - 0 * 4 3 , 2 4 8
B u d | e c e d  t n  P A C S  F i t *  w l c h  Z e r o  H o n c h i  B u d g e t e d 0 - 0 - - 0 * • 0 -

T o t a l  P o a l t t o n i  N o t  M a t c h a d  v l t h  F Y  8 9  P a v r o l l  F t l a n 9 1 . 9 6 0 • 0 - 8 1 , 9 6 0

T o c a l  O a n a r c r x n c  of E n v i r o n m e n t a l  C o n i a r v a t t o n 1 2 5 1 2 , 9 9 6 1 8 1 , 8 8 9 1 3 5 , 2 1 2 9 0 7 . 1 3 4 2 4 1 . c a t 1 6 6 , 0 4 9

D e p a r t m e n t  o f  C o r r a e t l o n a

P o a l t l o n a  M a t c h a d  w i t h  F T  8 9  P a r r o t t  F l l a 3 4 1 , 9 8 2 , 9 2 1 1 , 2 9 2 , 0 2 8 1 9 0 . 8 9 5

P o a l t l o n a  N o t  M a t c h a d  w i t h  F Y  8 9  P a r r o t t  F l l a i

N o t  8 u d | a t t d  t n  F T  8 9  P A C S  F t l a 1 9 5 , 2 9 9 • 0 * 4 5 , 7 9 9
B u d g e t e d  I n  P A C S  F l t a  b u t  C u r r e n t l y  U n f i l l e d 0 - 0 * - 0 - • 0 *
B u d g e t e d  I n  P A C S  F l t a  w l c h  Z a r o  M o n t h a  B u d g e t e d 0 - 0 - • 0 - - 0 -

T o t a l  P o a l t l o n a  N o t  ' a t e h a d  w t t h  F T  8 9  P a r r o t t  F l l a 1 9 5 . 7 9 9 - 0 - 4 5 . 7 9 9

T o t a l  D e p a r t m e n t  o f  C o r r a e t l o n a I T 1 , 5 2 8 , 6 6 5 1 , 2 9 2 . 0 2 8 2 1 6 . 6 5 7 7 0 9 . 9 U 9 8 8 , 1 9 9 ( 2 7 0 . : 8 i >

D a p a r c t M P C  o f  C o r a n j n l t v  a r d  K a f i o r a l  A f f a i r !

P o a l t l o n a  M a t c h t o  w i t h  F Y  8 9  P a r r o t t  F l t a » 2 8 2 , 1 1 2 2 4 9 , 2 5 4 1 7 . 8 5 4

P o a l t l o n a  N o t  M a t c h e d  w i t h  F Y  8 9  P i r r o t l  F l l a i

N o t  B u d i f t a d  t n  F T  8 9  P A C S  F l l a I 3 2 , 3 5 6 * 0 * 5 7 , 3 5 4
B u d g e t e d  i n  P A C S  F t l a  b u t  C u r r a n t l r  U n f i l l e d 0 • 0 - - 0 - - 0 -
B u d i a c a d  I n  P A C S  F l l a  w i t h  Z a r o  H o n t b a  B u d g e t e d 0 • 0 * - 0 - - 0 -

T o t a l  P o a l t l o n a  N o t  M a t c h e d  w i t h  IT B «  P a r r o t t  F l t a t 3 2 , 1 5 4 • 0 - 3 7 , 3 5 4

T o t a l  O e p a r t r a n c  o f  C o a a a u n i r r  a n d  K a e l o n a l  A f f a l r a T 1 2 9 , 9 6 8 2 4 9 , 2 5 4 5 5 , 2 1 2 1 6 5 . 4 3 4 1 7 4 . 1 0 4 ( 8 . 4 2 0 )

D e p a r t m e n t  o f  T r a n i p o r t a t t o n  a n d  ^ b l  I c  F a c t l l c l a a

P o a l c t e n a  M a t c h e d  w i t h  F T  8 9  P a r r o t t  F l l a 2 1 4 9 . 0 6 1 , 5 3 4 8 . 2 3 0 , 5 4 5 e » , 9 9 i

P o a l t t o n i  N o t  M a t c h e d  w i t h  F Y  s e  P a r r o t t  F t l a i

N o t  S u d t t t e d  t n  F T  8 9  P a C S  r i l e 5 1 1 , 4 8 9 , 5 7 1 ■0* 1 , 9 4 4 , 5 7 1
t u d i a t a d  i n  P A C S  F i l e  b u t  C u r r a n t l r  U n f i t t e d 5 5 1 , 5 1 4 , 2 6 9 - 0 - 1 , 5 1 4 , 2 4 9
B u d f a t a d  I n  P A C S  F l l a  w t t h  Z a r o  M o n t b a  Budgeted 0 • 0 * * 0 - * 0 -

T o t a l  P o e t t t o n e  N e t  M a t c h a d  w t t h  F T  8 9  P a r r o t l  F l l a M 3 . 0 0 0 , 4 9 0 • 0 * 5 , 0 0 0 , 4 4 0

T o t a l  D e p a r t e i e n t  o f  T r a n a n o r t a t l o n  a n d  P u b l t c
F t c l l i t t e i 2 1 0 1 7 . 0 4 2 , 3 7 4 8 . 2 5 0 . 5 4 5 5 . 1 3 1 . 1 5 1 U , 4 9 5 . 4 9 3 8 . 9 1 4 , 4 0 9 2 . 5 7 0 . 1 4 4

T o t a l  K I P  P r o i r a a —H I ------- MJ2UU S U M !  M l SU.tt4.2ii 1 1 ^ 1 9 0 2 1 as-i.a»

S«« th« Alport Cbjectlvee, U * fa , u 4  Mathodolosy ••ction of chla raport for th« aethodolosr u*«4 to prapara thli icbedula end the llalcatlona of chla 
ichedule.
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RETIREMENT INCENTIVE PROGRAM 
STATUS REPORT 

F e b ru a ry  27, 1989

Employer

G o v e r n o r ’s O f f i c e
A d m i n i s t r a t i o n
Law
Revenue
E d u c a t io n  -  PERS 
E d u c a t io n  -  TRS 
H e a l th  & S o c i a l  Svc. 
L abor  
Commerce
M i l i t a r y  A f f a i r s  
N a t u r a l  R eso u rce s  
F i s h  & Game 
P u b l i c  S a f e t y  
E n v i ro n m e n ta l  Consv. 
C o r r e c t i o n s  
Conun. & R e g io n a l  A f f .  
T r a n s p o r t a t i o n  
Ombudsman 
L e g i s l a t i v e  A f f a r s  
L e g i s l a t i v e  F in a n c e  
L e g i s l a t i v e  A u d i t  
C o u r t  System

T o t a l  S t a t e  PERS 
T o t a l  S t a t e  TRS

El i gi ble 
By Age/Svc

30 
229 

41 
55 
72 
38 

335 
147 
88 
29 

160 
160 
193 

36 
154 
21 

854 
1 '

53
2
5

98

2762
38

De s i g n a t e d  
By Empl.

5
174

18
29
71
36

304
138 

55
6

139 
143 
182

34
139

18
809

0
20
0
3
0

2287
36

R e t i r e d

5
101
11
23
28
19

150
54
28

4
65
78

101
12
38

7
355

0
13
0
3
0

1076
19

U n i v e r s i t y  o f  Ak -  PERS 
U n i v e r s i t y  o f  Ak -  TRS 
G e o p h y s i c a l  I n s t  -  PERS 
G e o p h y s i c a l  I n s t  -  TRS

T o t a l  U n i v e r s i t y  -  PERS 
T o t a l  U n i v e r s i t y  -  TRS

325
372

27
38

352
410

319
349

27
35

346
384

107
95

7
8

114
103

T o t a l  P o ly  -  Subs PERS 

T o t a l  S ch l  D i s t s  TRS

2661

1773

1272

1666
412

603

Grand T o t a l  PERS 
Grand T o t a l  TRS

O v e r a l l  T o ta l

5775
2221

7996

3905
2088

5993



V DIVISION OF RETIREMENT AND BENEFITS
RETIREMENT INCENTIVE PROGRAM (RI?) 

SUMMARY RESULTS OF POLITICAL SUBDIVISION SURVEY
March 14, 1989

EMPLOYER

•

NUMBER
RETIRED

| POS.
|REFILLED 
1 
1 
1

COST OF 
POSITIONS 
FOR 5 YRS 
($1000*3)

COST TO RE­
FILL POS. 

( o v e r  5 y r s  
( $ 1 0 0 0  * s )

RI? COST 

($1000*5)

SAVINGS C 
(CCS7) 

FCR 5 YRS 
( S1 0 0 0  *s )

S .E .  R eso u rce  
c e n t e r 3

1
1 o 800.0 0 . 0 83 .0 717.

U n a la sk a  C i t y  
S ch o o l  D i s t r i c t 1 1

| 1 322.5 165.8 34 .1 1 2 2 .

Copper  R i v e r  
S ch o o l  D i s t r i c t 11 11 10 2 ,8 5 4 .7 1 ,9 0 4 .9 279 .3 670.
G a le n a  C i t y  
Sch o o l  D i s t r i c t 1 11 1 264 . 6 198.0 60 .0 6 .

P e t e r s b u r g  
P u b l i c  S c h o o ls 2 1

1 2 437 .5 338.6 55 .1 43.

Yukon Koyukuk 
S cho o l  D i s t r i c t 5

1
1 4 2 ,0 0 6 .5 1 ,4 1 4 .4 177.0 4 1 4 . r

A la sk a  Gateway 
S cho o l  D i s t r i c t 4

1
1 4 1 ,0 5 5 .5 745 .0 180.8 129 . '

B r i s t o l  Bay 
S ch o o l  D i s t r i c t 1 1

| 1 273 .8 186.7 5 0 .3 35 . .

K odiak  I s l a n d  
S c h o o l  D i s t r i c t 17

1
1 16 4 , 4 8 7 .7 3 ,3 8 0 .0 579 .9 527 . 6

D e l t a / G r e e l y  
Sch o o l  D i s t r i c t 2 1

1 2 700.9 644 .0 96 .4 ( -  39.6

Yukon F l a t s  
Schoo l  D i s t r i c t 5

1
1 4

Not
P ro v id e d

Not
P ro v id e d 128 .5

Not
P ro v id e d

L. Kuskokwim 
Schoo l  D i s t r i c t 31

1
1 26 7 ,5 3 5 .6 4 , 6 3 7 .6 6 7 7 .2 2 , 2 2 0 .

N or tn  S lo p e  
S cho o l  D i s t r i c t 28

1
1 23 7 ,6 4 3 .0 5 ,6 0 0 .5 7 27 .ft i , 3! 5 .

D i l l i n g n a m  
C i t y  S c h o o ls 6 I

1 2 1 ,2 3 1 .7 180.0 277 . 8 773 . '

C r a ig  C i t y  
Schoo l  D i s t r i c t 1 1

I 1 277.2 2 1 0 . 1 2 1 . 8 45.1
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EMPLOYER NUMBER
RETIRED

| POS.
|REFILLED 
1 
1 
1

COST OF 
POSITIONS 
FOR 5 YRS 
(SlOOO's)

COST TO RE­
FILL POS. 

( o v e r  5 y r s  
( $ 1 0 0 0 ' s )

RI? COST 

( S1 0 0 0 1s )

SAVINGS o :  
(COST) 

FOR 5 YRS 
(SlOOO's)

w r a n g e i l  
P u b l i c  School 2 1

1 2 455 .5 330 .6 43 .7 3 i . :
V a lcez  
C i t y  S ch o o ls 10 11 3 2 ,5 1 9 .1 604 .4 284 .4 1 , 6 3 0 .3

Adak Region 
S ch o o l  D i s t r i c t 3

1
| 3 817 .1 611 .6 111.4 94 .1

F a i r b a n k s  
S ch o o l  D i s t r i c t 71

11 71 1 7 ,9 9 8 .0 13 j 592 . 1 1 ,8 2 6 .8 2 , 5 7 9 . 1
H aines
S ch o o l  D i s t r i c t 5

1
| 1 1 ,5 2 9 .6 384 . 8 131.3 1 ,0 1 3 .5

Cordova 
P u b l i c  Schoo ls 1 1

| 1 185.3 112 .4 19.3 5 3 .5

Ju n eau
S ch o o l  D i s t r i c t 42

1
| 40 3 ,7 5 0 .0 1 , 4 4 9 .0 1 , 0 1 0 . 6 1 ,2 9 0 .4

Lake and P e n in .  
S cho o l  D i s t r i c t 2 1

1 2 675 .0 600 .0 53 .6 2 1 .4

Kenai  Pen. 
Schoo l  D i s t r i c t 67

11 67 1 6 ,2 8 5 .6 1 1 ,7 6 7 .7 1 ,5 8 6 .3 2 , 9 3 1 . 5
S o u th w es t  
R e g io n a l  School 4

1
1 4 666 .5 5 27 .7 91 .0 4 7 .8

Ancnorage 
Schoo l  D i s t r i c t 373

1
| 368 8 1 ,2 4 9 .1 5 9 , 2 2 5 . 1 8 ,5 8 0 .7 1 3 , 4 7 3 . 2

Nenana C i t y  
School  D i s t r i c t 7

1
| 7 1 ,6 1 1 .1 1 ,2 0 9 .2 173.7 228 .2

H o r tn w es t  A rc t  
Bor Sch D i s t 31

1
1 30 5 ,5 6 2 .6 4 , 0 4 6 . 3 763 .2 753 .0



I

R E T I R E M E N T  I N C E N T I V E  P R O G R A M  (RI?)

SUMMARY RESULTS OF POLITICAL 
PAGE 3

SUBDIVISION/ SURVEY

EMPLOYER | NUMBER 
|RETIRED

1 POS. | 
|REFILLED| 
1 1 
1 1 
1 1

COST OF 
POSITIONS 
FOR 5 YRS 
( $ 1 0 0 0  *s)

COST TO RE­
FILL POS. 

( o v e r  5 y r s  
( $ 1 0 0 0 1s )

RI? COST 

( $ 1 0 0 0  ' s )

SAVINGS or 
(COST) 

FOR 5 YRS 
( $ 1 0 0 0 ' s)

C i t y  o f  
Skagvay i 1

1 1 
1 1 1 18.8

Not
P ro v id e d

Not
P ro v id e d O . C

C i t y  o f  
W ran g e l l ! 1

1 1 
1 0 | 2 2 0 . 0 0 . 0 33 .5 186 . :

C i t y  o f  
P a lm er 4

1 1 
1 3 | 1 ,0 2 4 .1 715.3 1 0 1 . 0 207.  c

C i t y  o f  
S o l d o t n a i 2

1 1 
1 1 1 482.8 212.7 47 .8 2 2 2 . 1

C i t y  o f  
K e t c h ik a n 1 11

1 1 
1 3 | 4 , 0 9 3 .0 2 ,3 5 8 .5 5 19 .5 .. 1 ,2 1 4 .  $

K ena i  P e n i n s u l a  
Borough 14

1 1 
1 7 | 3 ,2 3 4 .0 2 ,2 7 0 .4 324 .2 639 .-

C i ty /B o r o u g n
J u n e a u 1 13

1 1 
1 3 1 3 ,5 7 4 .1 2 ,1 3 4 .8 298 .9 1 ,1 4 0 .*

C i t y  o f  
V aldez ! 7

1 1 
1 4 | 2 ,6 7 6 .3 1 ,2 4 1 .1 289 .6 i ,  14 5 . :

TOTAL SAVINGS 4 , 7 5 6 . 8

U n i v e r s i t y
PERS

1
1 113

1
1 76

1
2 6 , 0 5 2 . 1 |  1 5 ,3 0 8 .0

1
| 2 , 4 5 5 .3

1
| 8 , 283 .«

U n i v e r s i t y
TRS

1
| 103

1
1 70

1
3 9 , 9 7 2 . 6 |  2 2 ,7 9 2 .7

1
| 3 , 1 6 3 .3

1
| 14,015 - c

TOTAL SAVINGS 22 ,305.
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L E G I S L A T I V E  B U D G E T  A N D  A U D I T  C O M M I T T E E

D I V I S I O N  O F  L E G I S L A T I V E  A U D I T

T h e  L e g is la t iv e  B udget a n d  A u d it  C o m m itte e  is  a 
p e rm a n e n t in terim  co m m itte e  o f  the  A la sk a  
L e g is la tu re . T h e  b ipartisan  co m m itte e  is m ad e  u p  o f  
f iv e  senators a n d  fiv e  represen ta tives , w ith  o n e  
a lte rna te  fro m  each  le g is la tiv e  ch am ber. T h e  
c h a irm a n sh ip  o f  the  co m m itte e  a lternates  be tw een  the 
tw o  ch am b ers  e v e ry  leg is la tu re .

T h e  co m m itte e  is  responsib le  fo r  p ro v id in g  the 
leg is la tu re  w ith  au d its  o f  s tate  g o vern m en t agen c ies . 
T h e  p rogram s and  a c tiv itie s  o f  state g o vern m en t n o w  
cost m ore  than  $4 b illio n  a  year. A s  leg is la tors  a n d  
ad m in is tra to rs  try  in c re a s in g ly  to a llo ca te  state 
reven u es  e f fe c t iv e ly  and  m ak e  govern m en t w o rk  m ore 
e f f ic ie n t ly ,  th ey  n eed  in fo rm a tio n  to  eva lua te  the w ork  
o f  g o v e rn m e n ta l agen c ies . T h e  a u d it w ork perfo rm ed  
b y  the D iv is io n  o f  L e g is la tiv e  A u d it h e lp s  p ro v id e  
that in fo rm a tio n .

A s  a  g u id e  to  a ll th e ir  w o rk , (he D iv is io n  o f  
L e g is la t iv e  A u d it co m p lie s  w ith  g e n e ra lly  accep ted  
a u d itin g  standards es tab lished  b y  the A m erica n  
in s titu te  o f  C e r t if ie d  P u b lic  A cco u n ta n ts  a n d  w ith  
g o v e rn m e n t a u d it in g  standards es tab lished  b y  the U .S .  
G e n e ra l A c c o u n tin g  O ff ic e .

A u d its  are pe rfo rm ed  at the d irection  o f  the  
L e g is la t iv e  B u d ge t and  A u d it  C o m m itte e . In d iv id u a l 
leg is la to rs  o r  co m m itte es  can  su b m it requests for 
a u d its  o f  sp e c ific  program s or a g en c ie s  to  the 
c o m m itte e  fo r  co n sid e ra tio n . C o p ie s  o f  a ll c o m p le ted  
a u d its  ;irc a v a ila b le  from  the  D iv is io n  o f  L e g is la t iv e  
A u d it 's  o f f ic e s  in  e ith er A n ch o ra g e  or Juneau .
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M embers o f  the Legislative Budget 
and A udit Com mittee:

In accordance with the provisions o f  Title 24 of the Alaska Statutes, the attached report is 
subm itted for your review .

The audit reports on the estimated savings realized, and in some instances the costs incurred, 
by the public em ployers w ho participated in the 1989 Retirement Incentive Program  (RIP). 
Estim ated savings and costs are included for the State o f Alaska, the University o f  Alaska, 
35 school districts, 21 political subdivisions, and 7 other participating employers.

The audit was conducted in accordance with generally accepted governm ent auditing 
standards. The schedule on page 8 summarizes the savings and costs for the 65 em ployers 
participating in the program . As shown on that schedule, we estimate the net statew ide 
savings to be $22.9 m illion. In our view, as discussed in the Report Conclusions and 
Auditor Com m ents section o f the report, the program achieved both aspects o f  its established 
intent. A further statem ent o f  our audit approach is included in the Objectives, Scope, and 
M ethodology section o f  this report.

A Report on the 1989 
Retirement Incentive Program 

Estim ated Savings Realized and Costs Incurred 
By Participating Employers

N ovem ber 22, 1991

A udit Control N um ber
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OBJECTIVES, SCOPE. AND M ETHODOLOGY

In accordance with a Legislative Budget and Audit Committee special request and the 
provisions o f Title 24 o f the Alaska Statutes, w e conducted a review o f the 1989 Retirement 
Incentive Program (RIP).

Objectives

Chapter 89, SLA 1989, as amended by Chapter 18, SLA 1990 implemented a retirem ent 
incentive program for all public employers whose em ployees are covered by either the Public 
Em ployees’ Retirem ent System (PERS) or the Teachers’ Retirem ent System (TRS). The 
prim ary objective o f our review  was to develop reasonable estimates o f the savings realized 
or the costs incurred by the 65 employers which elected to participate in the program . A 
second objective o f the review w as to determ ine if R IP  achieved the intent o f the program 
as established by the legislature.

Scope

A ll em ployers who participated in either or both the 1989 PERS and TRS retirem ent 
incentive program s were contacted on-site or by mail. Our review  included all RIP 
participants who had actually retired as o f Septem ber 15, 1991 from either the State o f 
A laska, University o f  Alaska, or one o f the other participating school districts, political 
subdivisions, or other public em ployer organizations. The Division o f Retirem ent and 
Benefits (DRB) estimated that approximately an additional 100 individuals retired under the 
program  between our fieldwork cut-off date o f Septem ber 15, and O ctober 31 ,1991 , the last 
possible date that RIP participants could actually retire. W ith the exception o f  three 
participants that we included in the course o f our on-site reviews in local comm unities, the 
savings/costs associated w ith these individuals are not included in this report.

M ethodology

Savings and costs contained in this report were developed from our review and analysis o f  
the following information and documentation:

1. Records o f RIP participants maintained by the Departm ent of Administration, DRB.

2. Files pertaining to State o f Alaska participants maintained by the Office o f 
M anagem ent and Budget (OM B), and the personnel or administrative services sections 
for various state executive branch departments and agencies.
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3. Instructions issued by OMB to executive branch departments and agencies regarding 
the assum ptions, procedure, and method to be used to determ ine participant eligibility 
and  calculate individual savings.

4. O M B ’s report o f RIP savings for state agencies summarized by agency position 
control number.

5. Sum m aries prepared by participating public employers (26 school districts, 20 
political subdivisions, and 7 other participating organizations) responding to our 
survey.

6. Sum m arized and detailed inform ation prepared by the Alaska Court System and the 
U niversity o f Alaska regarding their RIP participants.

B ased on our analysis o f the information and docum entation we adjusted estimates o f  the 
savings and costs for participating R IP  em ployers. The adjustments were made, to the extent 
that it w as practicable to calculate and quantify the costs involved, to more accurately 
estim ate the savings realized or costs incurred by each participating employer.
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ORGANIZATION AND FUNCTION

The D epartm ent o f Adm inistration, Division of Retirement and Benefits (DRB) is responsible 
for adm inistering the retirem ent and benefit programs for public em ployees. The two largest 
retirem ent systems adm inistered by DRB are the Public Em ployees’ Retirem ent System 
(PERS) and the Teachers’ Retirement System (TRS).

In June 1989, C hapter 89, SLA 1989 (amended by Chapter 18, SLA 1990) reestablished an 
earlier retirem ent incentive program  for employees participating in either PERS or TRS. The 
program, know n as the Retirem ent Incentive Program  (RIP), was established to reduce 
personal services costs to the State a1 id other public em ployers who elected to participate in 
the program.

To be eligible for RIP, em ployees had to meet both the basic criteria established in the 
enabling statute in addition to any special criteria that their em ployer wanted to attach. The 
basic criteria required that the employee be vested in their retirem ent system. Further, after 
including the retirem ent incentive o f three extra years o f credited service they would have 
to have been eligible to meet the age or service eligibility requirements for normal retirem ent 
or early retirem ent.

Individuals covered by PERS must be at least 55 years old and have 5 years o f service for 
normal retirem ent com pared to TRS requirements o f 55 and 8 years respectively. For early 
retirem ent, both PERS and TRS requires that individuals be 50 with either 5 (PERS) or 8 
(TRS) years o f service. For state em ployees additional eligibility criteria were developed by 
the Office o f  M anagem ent and Budget. These additional criteria are discussed further in the 
Background Inform ation section o f this report.

As o f Septem ber 15, 1991, alm ost 1800 individuals had participated in the 1989 RIP. 
Additional funds were provided to adm inister RIP. DRB and the D ivision o f Finance were 
authorized to hire tem porary and part-time employees to process the increased num ber of 
retirem ent applications. Operational funding was provided through the assessm ent of 
adm inistrative fees charged all participating employers. This funding allowed DRB to hire 
nine tem porary positions in FY  89 and thirteen tem porary positions in FY 90 and FY 91 to 
adm inister the program . The Division of Finance also received funding for two part-time 
positions in FY  90  and FY 91 to perform verifications o f  salary and years o f service.
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exsro

TotalBpT*Cost*

f lN l
BenefitsX> XvWa : ' v '

$46,000$40,006

Costs of RIP

If the renhKeiaeai for 
projected salary nod !>

then the

to would be calc«

Benefits

y « r i  1 1$32,000 $37,200

Costs of the replacement employee

Example o f  how R IP  Savings are estimated
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BACKGROUND INFORMATION

The aim of the R etirem ent Incentive Program (RIP) was to allow participating public 
em ployers, m ost notably the State o f Alaska, to reduce personal service costs w hile reducing 
the num ber o f em ployees who would have to be laid off involuntarily. The program  was 
m ade available to public em ployees covered by either the Public Em ployees’ Retirem ent 
System (PERS) or the T eachers’ Retirement System (TRS).

OMB issued strict rules on savings which limited participation and m aximized savings

A fter the passage o f C hapter 89, SLA 1989 the Office of the Governor, O ffice of 
M anagem ent and Budget (OM B) issued detailed guidelines for state agencies to follow  in 
im plem enting RIP. U nder these OM B guidelines, employees wishing to participate in RIP
had to m eet two basic requirem ents in order to qualify:

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

2. Savings had to be dem onstrated for each individual - Unlike the previous 1986 RIP 
program , OMB designated each individual as an "organizational unit." This m eant 
that the savings in salary and benefits projected over a three year period betw een the 
R IP retiree and their replacem ent had to exceed the S tate’s em ployer costs (see inset 
on opposite page) in order for the employee to participate.

OM B chose to define each em ployee as an organizational unit in order to m axim ize the cost 
savings, as required by the legislation. OMB felt that netting the savings generated by one 
em ployee’s participation against the costs o f another who did not generate a savings did not 
fully meet the legislative in tent regarding savings. O ther program implementation guidelines 
issued by OM B addressed w hat savings could be included in determ ining eligibility for state 
em ployees. For example:

1. Savings through the elim ination o f a position could be included - It was perm issible 
to include savings realized for a RIP participant from the elimination o f their position.

2. Savings from reclassification o f  positions could not be considered - OMB precluded 
agencies from including savings projected from reclassifying RIP participant positions 
to a lov/er pay scale. OM B felt that since savings determined program  eligibility th^t 
such a rule was necessary. T he rule avoided situations such as having to decide 
between two potential RIP participants in the same job class where only one position 
could be justified for reclassification.
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3. Vacancy savings could not be considered - Savings generated from leaving a RIP 
participant’s position open temporarily could not be considered in determ ining 
program  eligibility. OMB felt that vacancy savings were temporary, generated by 
delay in refilling a position.

4. "Dom ino-effect" savings could not be considered - OMB did not allow any savings 
to be included that were realized through the replacem ent o f a low er paid em ployee 
down the chain o f  an organization. As an example, assum e the RIP participant retired 
from a range 20 position, and was replaced by an individual from a range 18 position, 
who in turn w as replaced by a  previous range 16 worker. The only savings that could 
be considered would be the difference in salary and benefits o f the outgoing retiree 
and their replacem ent. Savings generated from the salary and benefit differences for 
both the old range 18 and the new one, plus the old range 16 and new entry level 
sta ff member, were not allowed to be included.

5. Savings from differences in leave accrual rates could not be counted - N either sick 
leave nor leave accrual differences were allowed to be recognized as a source of 
savings for RIP participants, except to the extent these factors w ere reflected in 
benefit differential calculations.

Since dem onstrated savings were necessary for program  eligibility, and the OMB rules were 
rather narrow about w hat savings could be counted, m any em ployees who m et all o ther 
criteria w ere not eligible to participate. In m any cases, a long term em ployee, w orking in 
a position that was going to continue after their retirem ent, could not generate enough 
projected savings over a three-year period for the State to recapture its associated RIP 
em ployer contribution costs for the individual.

1990 legislation am ended R IP program and provided for more participation

Chapter 18, SLA 1990 am ended RIP in such a w ay as to increase the num ber o f people who 
were eligible to participate. Under the legislation, em ployers could calculate savings over 
a five year period rather than three. It also allowed an em ployee to pay part o f the S tate’s 
em ployer costs if  no savings were generated from their participation in RIP.

The legislation and the accom panying revised guidelines issued by OM B perm itted an 
additional 192 state em ployees to participate in the program. O f these em ployees 78 still 
could not demonstrate a projected savings, even over a five-year period. However, as 
allowed by the am ended legislation these individuals paid a total $750,000 o f the S tate’s 
em ployer costs in order to participate.

A L A S K A  STATE LEGISLATURE -6- 0 (VISION O P  LBC13LATTVB AUDIT



Each employer could set their own eligibility requirements for RIP participation
Under Chapter 89 SLA 1989 the governing body of each political subdivision employer 
could choose if they wanted to participate in RIP. Outside of the general years of service 
and age criteria for the two retirement systems involved, each participating employer was 
permitted to develop their own rules and criteria for participation. Likewise, the University 
of Alaska was also permitted to establish its own rules and guidelines regarding RIP 
participation for its employees. Other participating employers who were not school districts 
or political subdivisions such as the National Education Association of Alaska and the 
Southeast Regional Resource Center were also allowed to develop additional internal criteria.

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

With one notable exception (see inset at 
right), none of the employers that we 
interviewed during the review imposed as 
strict of requirements on program 
participation as did the State of Alaska. 
Once participation in the program was 
approved by the organization’s governing 
body, most felt that it was only fair to 
allow every employee who met the basic 
eligibility criteria to participate.

As reflected on schedule 3 on page 10, 
three of the 19 school districts which had 
both PERS and TRS RIP participants, 
projected a net cost (over a three year 
period) for PERS retirees. Each of these 
districts could have defined their 
"organizational unit" more strictly (i.e. on 
an individual basis or allow only TRS 
members to participate) to increase 
projected savings.

However, each of these three employers 
defined the school district as a whole as 
the organizational unit, thus allowing 
everyone meeting the basic criteria to 
participate.

WM
s/'f-V'j.■

i t " 'c rryo F  ke tch ik a n h a d
STRICTEST RIP RULES, BUT * ‘ 

STILL NOT REA ' m m M

employer:;t
voted f oallowemployees to participate onty 
If they agreed to paythecity’* thereof costa

largely « «  reiuM of this requirement, only > 
one Individual etevtted to participate in the ; 
program. Under these term#, RIP should have ? 
not coat the city anytwng except for a 
relatively small administrative fee.Bjgw: :•»»» -a* :&■.... .
However, the savings for the city as shown on 
the table on the following page, does not 
reflect these savings. The $5,400 of estimated 
savings reflect the tact that the Chy of
Ketchlban dkt pay the employer costs for the 
RIP participant, but as of the date of this

f  ■

report has not received repayment from the 
retiree. We conservatively reduced our 
estimate of saving# hecauar the legal 
enforceability of the cltya claim tor repayment 
Js cunwntly dtopuMby th . RIP pmidp.nl.
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Schedule 1 - Ettimated Saving* or (Coeto) by Employer (Note8 to Schedule on page 25 o f report)

Em ployer

Namriarr 
R e t in a

Estimated 
Seuingt o r (Costs) Employer

Number

R e t in a

Eetimeted Serfage o r  
(Coete)

(Note 1)
S to le o f  Alutkei (Note 2) 739 S 8,033,100 |  1

: Yukon/Koyukuk Schools 2 3 53,800
University o f Alai lu (N ote 3) U S <317,800 Fairbanks North Star Borough (Note 16) 2 49,700
Anchorage School District (Note 4) 306 <681,900 1 City of Palmer 3 46,600
Kenai Peninsula Borough Schools (Note S) 72 1,988,800 y;: ,>V'I • Cordova City Schools 2 45,400
Fairbanks North Star Borough Schools (Note 6 ) 8) 1,584,100 Kodiak Island Borough Schools 4 43,700
City of Fairbanks (Note 7) 22 776,700 . a -cv Alaska Stale Housing Authority 4 42,700
North Slope Borough School District (Note 8 ) 42 517,500 Lower Yukon School District 5 38,600
Matanuska-Susitna Borough Schools (Note 9 ) 42 487,800 Unaiaska City School District (Note 11) 3 37,500
North Slope Borough (N ote 10) 12 469,600 Idilarod Area Schools (Note 11) 5 34,000
Ketchikan Cateway Borough Schools 23 443,000 Cordova Community Hospital 3 31,400
Lower Kuskokwlm Schools (N ote 11) 25 314,000 Alaska Cateway Schools 2 27,900
Matanuska-Susitna Borough (N ote 12) 9 310,900 City of Kenai 3 27,700
Sitka School District 17 229,700 (. i!\% & National Education Association 1 21,600
Kenai Peninsula Borough (Note 13) « 224,900 m M i1111 City o t Halaa» I 17,300
Juneau Borough Schools 28 217,700 ■ , A Bartlett Memorial Hospital 2 16300
Dtiling!am City Schools 3 213,600 Nenana City Schools (N ote 11) 1 15,400
City aad Borough of Juneau 18 199,400

■ '
i m m

■

m m

Skagway City School (N ote 11) 1 15/400
Hoonah City Schools 
Haines Borough School District

2
2

151,200 j150,700
Bristol Bay Borough Schools (Note 17) 

Nome City Schools
1
9

14.600
12,900

Bering Strait Schools (N ote 11) 17 149,800 Southsast Regional Resource Center 2 1<300
Wrangell City Schools 9 124,500 y'•: v-.'

g g i
Ketchikan Gateway Borough 1 11,300

City of Hoonah (Note 14) 2 118,300 City of Ketchikan (Note 18) 1 5,400
Southwest Reeton Schools (Note 11) 9 11 <300 City of Kotzebue 1 3800
Della/Creely Schools (Note 11) 7 107,500 • U' <■:'< City of Valdez 2 <600
City of Homer S 102,100 I  H City of Seward 2 800
Valdez City Schools 3 84,100 m m Craig City Schools 1 (K800)
City of Kodiak (Note IS ) « 77,500

S i Bristol Bay Borough 1 (14/400)
Kuspuk Schools (N ote 11) 7 64,700 m i Yakutat City School District 1 (16,900)
Chatham Schools < 44.600 Kake City Schools 1 129,700)
Southeast Island Schools « 63l000 IXim>• 2 (30,600)
Sitka Community Hospital 3 60,100 n City and Borough of Sitka 7 (31,300)
City o t Wrangell 9 54,900 Seward Central Hospital 2 (44/600)
Kodiak Island Borough 4 55300 T o u t 1,764 522,984,800
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REPORT CONCLUSIONS

As summarized by the schedule on the opposite page, the estimated savings for the 1989 
Retirement Incentive Program (RIP) totalled $22.9 million. The savings were generated 
mostly by the incremental difference in the salary and benefit costs between the typically 
higher paid RIP participant and their lower paid replacement rather than realized from an 
extensive elimination of positions left vacant.

The top five employers, with a total estimated savings of more than $16.5 million accounted 
for 72% of the statewide total. The State of Alaska and the Anchorage School District had 
about the same average savings per participant. Both were among the highest three 
employers in savings essentially because of the large number of employees each had 
participating. Only one of ASD’s 306 RIP participant positions was subsequently eliminated, 
whereas the State only benefitted from three eliminated positions in its RIP savings 
calculations.

University savings came from elimination of positions and high salary differentials

The University of Alaska’s average savings of almost $30,000 for each RIP participant was 
the highest of any employer. The University benefitted from both the elimination of some 
positions, and from having the highest incremental difference in salary and benefits of any 
employer. Tenured full professors retiring under RIP typically had salary and benefit costs 
of more than $90,000. By comparison, their replacements, if any, were most often 
instructors or assistant professors who had salary and benefit costs in the range of $40,000 
to $50,000. As shown on Schedule 3 on the next page, the University averaged savings of 
more than $35,000 for each RIP participant covered by the Teachers’ Retirement System.

For some employers savings were small or non-existent

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

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

'■
Departm ent

Num ber o f  
R r tb te *

Eetlm ated
Sev lng*/C o*t

Transportation and I’ubllc Facilities 197 1.616.200
Health and Social Service* 77 561.600

Fl*h and Came 56 502.000
Education 41 467.500

Public Safety 54 422.600
Labor 51 393.700

Correction* 62 334,000
Commerce and Economic Development 21 332,500

Leri *U lure 6 262.000
Administration 51 214,900

Natural Remurce* 31 206.000
Alack* Court Svtlem 14 190,300

Office of the Cnvemor 15 154,600
Revenue 15 103,300

Environmental Conservation 16 87,700
Law 13 79,200

Military and Veteran* Affair* 9 47.700
Community and Rational Affair* 5 31.900

T o ta l 734 56,033,100

■
T K S v n o

_  . ..PERS............. ..........._ s-rvra.T O T A L

■ ■ . 
IhtUmt

r -  - •
z z z ,

6-*«r tvP-sky—t 4Kc'nm IuVCM
Aumue*m*98*l9r 4UaUmm

MtnaM
mek*/Crnt

4««r Sae*r 79r 
rmUdrm l

Slate of Al**ka 16 S 276,900 $15463 721 S5.7S6.200 $7,964 739 $ 6433.100 $8,164
University of Alanka 72 2̂ 77.100 35.793 73 1,740,700 23,645 145 4417400 29,778
Anchorage School District 2M 2494400 14.164 102 1209,600) 12,055) 306 2A64.900 8.774
Kenai Penlntnla Borough School* 56 1/610.500 31.216 14 17*400 12.736 72 1.986400 27,622
Fairbanks North Star Borough School* 56 734,400 12.662 27 *14,700 30459 65 1454,100 11.264
North Slope Borough School District 24 308/600 12.156 1* 206.900 11,606 42 517,500 12421
Matanuska-Susitna Borough School* 26 2*7,700 11,065 16 200,100 12.506 42 467400 11.614
Ketchikan Gateway Borough Schools 1* 427400 22.474 4 16400 4400 23 443400 14.261
Lower K««kokwln Schools 16 276400 15,3*1 7 47,600 6400 I 25 314.100 12.664
fiaeau Borough School* 27 19*400 74*5 i 1 21.000 21,000 26 217,700 7.775
Bering Strait School* 4 61,400 15450 13 **,400 *400 17 149400 (412
Wrangell City School* 5 35,600 7,120 4 *6,900 22.225 9 114,500 13,(33
Southwest Region School* 6 92.100 15,3*7 3 20.400 6400 9 112400 12.511
Ku*puk School* 2 30,700 15.350 5 34.000 7 64,700 9413
Chatham School* S 64.700 12.940 1 1100) (100) * 64,600 10,7*7
SoulheaM Island School* 3 44,600 16.533 1 13,300 13400 4 62.900 15,725
Kodiak l*la«d Borough School* 2 39,900 19,950 2 3400 1,900 4 43.700 10.425
Lower Vako* School District 3 66.400 22.133 2 127,700) 1134501 1 3*700 7.740
U**la«ka City School D is t r ic t 2 30,700 13350 1 ♦400 6 4 0 0 3 37.300 11500

T o ta l 556 510461,100 111,455 1,015 l* r» V t7nn S6.*74 1,171 $ 1 9 4 6 7 4 0 0 512,269
S c h e d u l e  3  •  S a v i n g *  f o r  E m p l o y e r *  w i t h  B o t h  T R S  e tu i P E R S  R e t i r e e »
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The costs incurred by the City and Borough of Sitka (CBS) were attributed to a situation 
where the costs of replacement employees were higher than anticipated. It was reported to 
us that the Borough Assembly made the decision to participate in RIP based on projections 
of salary and benefits for replacement employees that subsequently proved to be inaccurate. 
When replacement employees were actually paid near or even above the outgoing RIP 
participant’s salary then all projected savings were eliminated, turning the savings program 
into a cost for CBS.

1989 RIP legislative intent had two aspects

RIP’s implementing legislation stated that the program was

intended to realize sufficient economies to offset the cost o f  administration 
and benefits to state agencies and other employers resulting from the award 
o f retirement credits and to result in a net reduction in personal services costs 
to the state or other employers during a period o f declining revenues.

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

Overall. 1989 RIP did pay for itself

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

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

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

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

However, when savings are primarily due to the incremental difference between RIP 
participants’ personal service costs and those of their replacements, identifying savings for 
legislative consideration is more difficult and subtle. Such savings get lost in a blend o f 
budgetary incremental adjustments such as those generated by new union contracts, new 
positions for new programs, new positions for old programs, adjustments for vacancy and 
turnover, etc.

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

Savings and program recommendations discussed further in Auditor Comments

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

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

Four examples illus rate how RIP "savings11 mav have been used besides budget reduction

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

1. RIP savings are used to hire temporary staff. With the RIP savings that an agency 
generates in its personal services budget, management decides to hire temporary workers 
to carry out a special project. The work was important, necessary to the agency’s 
functioning, but until the flexibility provided by the RIP, the agency never had the 
available funding to accomplish the task.

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

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

Again, in this example RIP has provided savings. Through the use of a budgetary 
mechanism, even a net reduction in personal services costs has been achieved. 
However, as in the first example, it is agency management that is deciding how to 
reallocate RIP savings, and from a budget reduction viewpoint, no savings are realized 
despite the personal services cost reduction.

3. RIP savings allotted to other programs. One difficulty that both we and officials at the 
University of Alaska had with estimating RIP savings was the treatment of "budget 
reallocation" savings. University officials reported that RIP provided administrators
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increased flexibility and was used in 
part, to reconfigure the instructional 
staff at various campuses in response to 
student demand (see inset at right).

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

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

RIP participant’s position is cut. When 
RIP generates savings through 
elimination of a position, without a 
budgetary monitoring system, even 
these more discrete savings can be 
temporary. For example, an agency 
eliminates a position from the budget 
left vacant by a RIP retiree. The 
agency has decided to either to absorb 
the RIP participant’s workload with 
existing staff, discontinue the services 
provided by the retiree, or perhaps, as 
mentioned above, "contract-out" the tasks. Now, from a budgetary perspective, RIP 
savings are more readily realized, since agency budget requests are reduced to reflect the 
eliminated position.

However, two years later, perhaps under a different administration, management requests 
and obtains funding for a "new" position. The new position is needed to perform all or 
most of the tasks that were previously done by the RIP retiree. If funded, the legislature 
is reallocating, probably unknowingly, a portion of RIP’s net reduction in personal 
services costs.
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Legislature was concerned about RIP accountability

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

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

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

Either OMB or Legislative Finance should monitor future RIPs

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

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

Further, any new positions that may be included in each agency’s annual budget request 
should be scrutinized in the context of the duties and services formerly provided by RIP 
participants. In addition, OMB or the Division of Legislative Finance should review the use 
of temporary employees and agency overtime to determine if any significant increases could 
be attributable to RIP.
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Improved monitoring would provide enhanced legislative oversight of savings
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By implementing such an upfront, 
monitoring and control procedure, the 
legislature could provide greater assurance 
that RIP-generated savings are being used 
to reduce personal service costs. Further, 
such a procedure more clearly identifies the 
amount and impact o f program savings. 
Legislative oversight o f how the savings 
generated from RIP are used would be 
improved, and such ongoing monitoring 
would allow the legislature a decision­
making role in how savings are to be 
reallocated.

1990 measure reduced emphasis on savings

In 1990 the legislature amended the 1989 
RIP to allow employees to "make up the 
difference" if the State could not project a 
savings for their position. This amendment 
had the effect of eliminating any possibility 
for the State to realize a net reduction in 
personal services costs for those employees.

Otherwise eligible employees, for whom no 
savings could be projected over a five-year 
period, could now participate in RIP by
paying off the State’s projected costs. Accordingly, under the legislation the State just 
"broke even" on 78 additional participants, realizing no net reduction in personal sendees 
costs for those individuals.

From legislative committee minutes of the testimony and discussion o f the amending 
legislation, the primary concern appeared to be one of equity. From testimony and 
discussion it seems the intent of the legislature was to allow all state employees that met the 
basic eligibility criteria an opportunity to participate in the program, regardless of the savings 
that might be generated from their particular situation.
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RIP reduces personal services costs, central issue is who decides how savings are used

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

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

since it may be necessary for state agencies and other employers who participate 
in the state retirement systems to reduce their personal services costs because o f 
declining state revenue, reimplementation of the [1986] retirement incentive program 
encouraging employees to retire voluntarily, will reduce the hardship o f layoffs.

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

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

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

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

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

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

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

not thrilled with RIP. This notable lack o f enthusiasm was due to the potential loss 
of long term employees ~  the real loss to the organization of those years o f 
experience

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

Another local government participant responded that

4ny net savings identified in this study is an imaginary figure. There exist other 
alternatives to personnel cost reduction not being [considered]. My belief is that the 
most favorable outcome o f a RIP is that it may be used as a tool to encoiuage 
selected employees to terminate employment when the government is unable or 
unwilling to achieve this result through intelligent and sound personnel management.
It’s an easy way out.

Auditor discussion - The loss of experience and "brain drain" are concerns that have been 
expressed during legislative deliberations and consideration of RIP. In some situations, as 
discussed next in this section, the participating employer often welcomes the increased 
flexibility and new ideas brought in by new employees. But for some areas of service, such 
as operating heavy equipment, the loss of experience can be more telling.

The second criticism, we think neglects one of the other stated aspects and purposes of RIP. 
RIP was designed in pari to mitigate the social hardship of layoffs. The legislature felt it 
was good public policy to have people in the community receiving retirement payments 
rather than having a like number receiving unemployment checks. Given these additional 
program aims, RIP cannot be judged strictly on a cost-benefit basis.

In our view, the legislature recognized that under RIP, it would cost money to reduce staff 
compared to achieving the same goal through lay-offs at little or no additional cost, but with 
greater negative social impact. The 1989 RIP, as it turned out, was implemented at a time 
when across-the-board layoffs and cutbacks proved not to be a widespread necessity. In 
these circumstances, the costliness of the program become more evident, and its social 
benefits were obscured.
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RIP provides increased administrative flexibility
Early retirement incentive programs have other benefits beyond costs savings. These 
programs can be used to achieve important non-financial goals such as increased managerial 
flexibility in restructuring operating procedures, in making promotions, and an increased 
ability to maintain a balance in the age and composition of the workforce (something that 
might not occur with seniority-based lay-nffs).

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

RIP allows us more flexibility. We give ow  teachers tenure, RIP allowed us 
flexibility in our staffing. Also now a district can establish new directions for 
programs that was nearly impossible to pursue with long-entrenched faculty.

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

Fairbanks school board feels that repeated RIPs disrupts recruitment

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

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

Auditor discussion - The 1989 RIP program was designed to maximize "local control." The 
decision whether to participate is made at the local level, as is establishing the criteria for 
which employees may retire. To some extent, this local option flexibility has led to what 
some may consider are abuses of RIP. Rather than using the program to lessen the impact 
of layoffs and realize savings, some employers used RIP as a means to provide additional
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compensation and consideration. Under our reading of the 1989 legislation, such use of the 
program is permissible. RIP is a "take-it-or-leave-it" orogram in which employers can 
structure their participation in the program in any manner they wish within the broad 
confines of the program eligibility requirements.

"Speed-up" scenario is a drawback to RLP's goal to save employers money

The "speed-up" scenario has been generally recognized as a drawback to RIP. Providing 
incentives may speed up the retirement of individuals who would have retired in the near 
future with or without an added incentive. Under RIP, the employer must pay the added cost 
of providing the incentive even though the employee would have eventually retired anyway 
at no extra cost.
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Two participants cite impact of the "speed-up" scenario in criticizing estimated savings
Some employers contacted during the course of the review pointed out that the savings 
estimated using our assumptions and approach tended to inflate totals. In their comments 
they cited the "speed-up" scenario as contributing to an overstatement of savings. One 
employer commented that under the formula we suggested be used to calculate savings or 
costs that

Savings for our school district are based on a "bogus" assumption. What is not 
considered is when would have these individuals have normally retired i f  there had 
been no RIP. It is possible that the individuals wouid have retired anyway,[without 
the school district having to pay any additional RIP employer contribution costs.]

Another district commented that normal retirement would generate far greater savings for  
each district. The cost for RIP has to be budgeted for, while the "savings" are used for  
other purposes.

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

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

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

Unless otherwise discussed in a specific note, the estimated savings or costs presented in
Schedule 1 on page 8 were calculated using the following assumptions, methodology, and
approach:

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

2. For most participants, the calculations of estimated savings or costs reflect the projected 
costs of salaries and benefits for both the RIP retiree and their replacement. However, 
some employers used salaries only as a basis for their projections and estimates. In any 
event, for any one participant’s calculation the same basis was used for both the retiree 
and the replacement employee.

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

Note 2 - State of Alaska

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

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

2. Net savings projected over a five year period for individuals who participated under the 
amended RIP program. According to OMB records, 78 of the State of Alaska’s 739 
participants did not generate any savings, and accordingly do not contribute to the total 
savings of $6,033,100. The table below summarizes savings estimates and the number 
of participants for both the 3-year and 5-year periods

Participants Savings

3 YEAR PERIOD 547 $ 5,131,400

5 YEAR PERIOD 192 901,700

TOTALS 739 $ 6,033,100
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Note 3 - University of Alaska
We reduced the savings for the University of Alaska by more than $ 4,900,000 from 
estimates developed by the University. The adjustments were made in an effort to make the 
totals more comparable with those developed by the State of Alaska for their RIP 
participants. The university originally calculated RIP savings of $9,240,700.

A large portion of these savings total was attributable to extended vacancies in the RIP 
participant positions that were eventually filled. Further, the university noted that some of 
the "savings” were actually reallocated to other staff and programs rather than being used to 
offset budget reductions (see inset on page 14 for discussion of the university’s budget 
reallocation process). We based our adjustments on salary, vacancy, and budgetary 
information provided to us by the university.

Note 4 - Anchorage School District (ASD)

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

ASD’s estimated savings as listed in the schedule are based on three year projections. The
district also projected savings for a five year period. ASD's five-year projected RIP savings
breakdown as follows:

Retirement System Estimated Savings
TRS Participants $ 6,578,000
PERS Participants 528.000
Total 5-year savings projections $ 7.106.000

Both the 3-year savings listed in the schedule on page 8 and the 5-year savings summarized 
above, have been reduced to reflect almost $673,000 that the district paid out as retirement 
incentives. Depending on when participants retired, they were eligible for payments of 2.5% 
to 5% of their salary and from $50 to $100 for each year of service as an incentive to 
participate in RIP.
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Note 5 - Kenai Peninsula Borough Schools (KPBS)
Although KPBS had thirteen fewer participants than the Fairbanks North Star Borough 
Schools, the district had $400,000 more in estimated savings. This difference was largely 
a result of KPBS not replacing some of their RIP participants, whereas Fairbanks filled all 
the teaching vacancies left by the participating employees.

Note 6 - Fairbanks North Star Borough School District (FNSBSD)

In estimating savings, FNSBSD used the average salary and benefit costs for all newly hired 
teachers for the first school year following the RIP period. For PERS participants, FNSBSD 
used the actual salary of the replacement employee as a basis for projecting the savings 
generated by the RIP participant.

Note 7 - City of Fairbanks

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

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

Note 8 - North Slope Borough School District (NSBSD)

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

Note 9 - Matanuska-Susitna Borough Schools (MSBS)

In calculating savings estimates for TRS participants, MSBS used the average, district-wide 
teacher salary as a basis for calculating the replacement employees’ salary and benefit costs.
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