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LEGISLATIVE GENERAL COUNSEL H.B. 213
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¢, 01-19-0510:28AM &

UNUSED SICK LEAVE AT RETIREMENT

AMENDMENTS

2005 GENERAL SESSION
STATE OF UTAH

Sponsor: David Clark

LONGTITLE
General Description:

This bill modifies the Utah State Personnel Management Act by amending unused sick
leave at retirement provisions.
Highlighted Provisions:

Thishbill:

» providesthat no additional converted sick leave can be added after January 1, 2014;

» providesthat after December 31, 2005, new sick leave hours may not be
accumulated for future use under the current Unused Sick Leave Retirement Option
Program;

» provides afive-year phase out of:

» the guaranteed continuing medical and life insurance benefits for retiring
employees; and
e the 480 hour reduction of unused sick |eave;

» changes the name of the current program to Unused Sick Leave Retirement Option
Program [;

» deletesthe provision allowing “up to” 25% of unused sick leave under program |
which may be cashed out upon retirement to requiring 25% of unused sick leave
received as a contribution into a 401k defined contribution plan upon retirement;

» createsthe Unused Sick Leave Retirement Program Il for sick leave hours
accumulated on or after January 1, 2006, which provides:
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o 25% of unused sick leave, upon retirement, shall be received as a contribution
into a401k defined contribution plan; and
e participation in abenefit plan that provides for reimbursement for medical

expenses using the remainder of unused sick leave hours at the employee’ s rate
of pay at the time of retirement;

» alows employees to make a one-time election to transfer unused sick leave hoursto
the new program beginning January 1, 2011,

» the Division of Finance must develop and maintain a system of accounting for sick
leave as necessary to implement these programs;

» the Utah State Retirement Systems must develop and maintain a program to provide
a benefit plan that provides for reimbursement for medical expenses; and

» makestechnical changes.
Monies Appropriated in thisBill:

None
Other Special Clauses:

None
Utah Code Sections Affected:
AMENDS:

67-19-14, as repeaed and reenacted by Chapter 28, Laws of Utah 2004

67-19-14.1, as enacted by Chapter 28, Laws of Utah 2004

67-19-14.2, as enacted by Chapter 28, Laws of Utah 2004

67-19-14.3, as enacted by Chapter 28, Laws of Utah 2004
ENACTS:

67-19-14.4, Utah Code Annotated 1953
Uncodified Material Affected:
ENACTS UNCODIFIED MATERIAL

Be it enacted by the Legidature of the state of Utah:
Section 1. Section 67-19-14 is amended to read:
67-19-14. Sick leave -- Definitions -- Unused sick daysretirement programs --

Rulemaking.
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(1) Asusedin Sections 67-19-14 through [6719-14-3] 67-19-14.4:

(a8 "Continuing medical and life insurance benefits' means the state provided policy of
medical insurance and the state provided portion of apolicy of life insurance, each offered at
the same:

(i) benefit level and the same proportion of state/member participation in the total
premium costs as an active member as defined in Section 49-11-102; and

(if) coveragelevel for amember, two person, or family policy as provided to the
member at the time of retirement.

(b) "Converted sick leave" means leave that has been converted from unused sick leave
in accordance with [this-seetior-and] Section 67-19-14.1 which may be used by an employee in
the same manner as:

(i) annual leave;

(if) sick leave; or

(iii) unused accumulated sick leave after the employee's retirement for the purchase of
continuing medical and life insurance benefits under Sections 67-19-14.2 [and)], 67-19-14.3,
and 67-19-14.4.

(2) Inaccordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act, the
director shall make rules for the procedures to implement the provisions of Sections 67-19-14
through [6719-143] 67-19-14.4.

(3) For purposes of Sections 67-19-14 through 67-19-14.4 the most recently earned
converted sick leave or sick |eave hours shall be used first when an employee uses converted

sick leave or sick leave hours.

(4) The Division of Finance shall develop and maintain a system of accounting for

employee sick leave and converted sick Ieave as necessary to implement the provisions of
Sections 67-19-14 through 67-19-14.4.

Section 2. Section 67-19-14.1 is amended to read:

67-19-14.1. Converted sick leave.

(1) [An] Until January 1, 2014, an employee who has 144 hours of accumulated unused

sick leave immediately prior to the beginning of a calendar year, may elect to convert any
unused sick leave hours accumulated during that calendar year, in excess of 64 hours, to
converted sick leave.
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(2) The conversion is made at the beginning of the next calendar year for unused sick

leave hours earned during a calendar year under Subsection (1).

(3) Converted sick leave hours.

(a) arenot subject to the reduction provided under Subsection 67-19-14.2(4)(a)(ii)[];

(b) that are not used prior to an employee's retirement date shall be used under the:

(i) Unused Sick L eave Retirement Option Program | under Section 67-19-14.2 if
earned prior to January 1, 2006, unless the transfer is made under Subsection 67-19-14.4(1)(c);
or

(ii) Unused Sick Leave Retirement Option Program |l under Section 67-19-14.4 if
earned on or after January 1, 2006.

Section 3. Section 67-19-14.2 is amended to read:

67-19-14.2. Unused Sick L eave Retirement Option Program -- Creation -- Payout
at retirement -- Continuing medical and life insurance benefits after retirement.

(D) (&) Thereiscreated the "Unused Sick Leave Retirement Option Program |."

(b) An agency may offer the Unused Sick Leave Retirement Option Program | to an

employee who is eligible to receive retirement benefits in accordance with Title 49, Utah State
Retirement and Insurance Benefit Act.

(2) The Unused Sick Leave Retirement Option Program | provides that upon retirement
an employee who was employed by the state prior to January 1, 2006:

(a) [tspait] receives a contribution under Subsection (3) for [tp-to] 25% of the
employee's unused accumulated sick leave accrued prior to January 1, 2006, at the employee's

rate of pay at the time of retirement;

(b) receives continuing medical and life insurance benefits until the earlier of:

(i) the date the employee reaches the age eligible for Medicare; or [fortdp-to-fiveyears;
which-ever-ocetrs-sooner—and]

(i) up to the following number of years:

(A) fiveyearsif the employee retires during calendar year 2006

(B) four yearsif the employee retires during calendar year 2007;

(C) three yearsif the employee retires during calendar year 2008;
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(D) two vearsif the employee retires during calendar year 2009:

(E) one year if the employee retires during calendar year 2010; or

(F) zero yearsif the employee retires after calendar year 2010; and

(c) may purchase additional continuing medical and life insurance benefitsin
accordance with Subsection (4).

(3) (a) [Aremptoyeemay-havetnoniesfromthe-pay-out] Subject to federal
requirements and limitations, the contribution under Subsection (2)(a) shall be transferred
directly to the [deferred-compensation] employee's defined contribution plan qualified under
Section 401(k) of the Internal Revenue Code which is sponsored by the Utah State Retirement
Board.

(b) If the amount cal cul ated under Subsection (2)(a) exceeds the federal contribution
limitations, the employee's unused accumulated sick leave hours representing the excess shall

be used for the purchase of continuing medical and life insurance benefits under Subsection

(4.

(4) (8 Anemployee may purchase continuing medical and life insurance benefits, at
the rate of one month's coverage per policy for eight hours of unused sick leave remaining
after:

(i) the[pay-out] contribution of unused sick leave under Subsection (2)(a); and

(if) an additional reduction [6f480+hetrs|, at the time of retirement, of unused sick
leavel] hours asfollows:

(A) 480 hoursif the employee retires during calendar year 2006:

(B) 384 hours if the employee retires during calendar year 2007;

(C) 288 hours if the employee retires during calendar year 2008:

(D) 192 hoursif the employee retires during calendar year 2009;

(E) 96 hoursif the employee retires during calendar year 2010; or

(F) 0 hoursif the employee retires after calendar year 2010.

(b) The medical coverage level for member, two person, or family coverage that is
provided to the member at the time of retirement is the maximum coverage level availableto
the member under this program.

(c) The purchase of continuing medical and life insurance benefits at the rate provided
under Subsection (4)(a) may be used by the employee to extend coverage:
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(i) beyond the [five] number of years provided under Subsection (2) until the employee
reaches the age of eligibility for Medicare; or

(i) if the employee has reached the age of eligibility for Medicare, continuing medical
benefits for the employee's spouse may be purchased until the employee's spouse reaches the
age of eigibility for Medicare.

(d) An employee and the employee's spouse who are or who later become eligible for
Medicare may purchase Medicare supplemental insurance at the rate of one month's coverage
for eight hours of the employee's unused sick |eave per person.

Section 4. Section 67-19-14.3 is amended to read:

67-19-14.3. Continuation of Medical and Dental I nsurance Benefits Program --
Creation -- Coverage following death in the line of duty.

(1) Thereiscreated the "Continuation of Medical and Dental Insurance Benefits
Program" to provide a continuation of medical and dental insurance to the surviving spouse and
family of any state employee whose death occurs in the line of duty.

(2) Theinsurance coverage shall continue for a period of five years or until the
surviving spouse becomes eligible for Medicare, whichever occursfirst.

(3) The program provides that unused accumulated sick leave of a deceased employee
may be used for additional medical coverage in the same manner as provided under Section
67-19-14.2 or 67-19-14.4 as applicable.

Section 5. Section 67-19-14.4 is enacted to read:

67-19-14.4. Unused Sick L eave Retirement Program Il -- Creation --
Remuneration at retirement -- Medical expense account after retirement.

(1) (a) Thereis created the "Unused Sick L eave Retirement Program I1."

(b) An agency shall offer the Unused Sick Leave Retirement Option Program Il to an

employee who is eligible to receive retirement benefits in accordance with Title 49, Utah State

Retirement and Insurance Benefit Act.

(c) Beginning January 1, 2011, an employee who is participating in the Unused Sick

Leave Retirement Program | under Section 67-19-14.2 may make a one-time and irrevocable

election to transfer all unused sick leave hours which shall include all converted sick |eave
hours under Section 67-19-14.1 for use under the Unused Sick Leave Retirement Program 11

under this section.
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183 (2) (8) The Unused Sick L eave Retirement Program |1 provides that upon retirement an

184 employee who is employed by the state on or after January 1, 2006, shall receive remuneration

185 for the employee's unused accumulated sick leave and converted sick |eave accrued in

186  accordance with this section as follows:

187 (i) subject to federal requirements and limitations, a contribution at the employee's rate

188  of pay at the time of retirement for 25% of the employee's unused accumulated sick leave and

189 converted sick leave shall be transferred directly to the employee's defined contribution plan
190 qualified under Section 401(k) of the Internal Revenue Code which is sponsored by the Utah
191  State Retirement Board; and

192 (ii) participation in abenefit plan that provides for reimbursement for medical

193  expenses using monies deposited at the employee's rate of pay at the time of retirement.

194 (b) If the amount calculated under Subsection (2)(a)(i) exceeds the federal contribution
195 limitations, the amount representing the excess shall be deposited under Subsection (2)(a)(ii).
196 (3) The Utah State Retirement Office shall develop and maintain a program to provide

197 abenefit plan that provides for reimbursement for medical expenses under Subsection

198  (2)(a)(ii).

L egislative Review Note
asof 1-17-05 11:00 AM

Based on alimited legal review, thislegidation has not been determined to have a high
probability of being held unconstitutional.

Office of L egidative Research and General Counsel
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AMENDED NOTE
State Impact

Passage of this bill will phase out a current employee benefit which allows accumulated
sick leave to be converted to paid-up health coverage at the time of retirement. It is
anticipated that in the short term, the discontinuance of this benefit may result in earlier
retirements which will increase the projected amount to be withdrawn from the state
termination pools. This will necessitate an increase in the labor additive rate charged to
all state agencies to cover these types of pay outs. However, it is noted that replacing
earlier retirees with lower salaried people could result in a savings to the state. Because
it is unknown how many employees will elect to retire earlier, an accurate estimate of
these costs or savings is not available. There may also be a short term acceleration in the
use of sick leave. In addition, the Utah State Retirement System will expend $200,000,
of which $50,000 would be on-going to establish and maintain the new programs.
Because this program is exclusively for tracking state employees and would not impact
other entities within the Utah Retirement System, a General Fund appropriation to cover
these costs would be required.

In the long term, it is anticipated that passage of this will result in significantly lower
personnel costs to the state. Absent an actuarial study, no reliable estimate of this
savings is available. However, as an example, eight hours of sick leave is worth $160
based on $20 per hour. If the state were paying $760 per month for double coverage
health insurance, a savings of $600 would be realized for each similar circumstance. The
Division of Finance pays out approximately $15,000,000 annually from all funding
sources for this benefit.

FY 2006 FY 2007 FY 2006 FY 2007

Approp. Approp. Revenue Revenue
General Fund $200.000 $50.000 $0 $0
TOTAL $200,000 $50,000 $0 $0

Individual and Business Impact

Current employees who have not used their sick leave in anticipation of using it to
purchase health insurance upon retirement would experience a decrease in the value of
those hours and would not be able to purchase coverage for as long as they otherwise
would be eligible for.

Office of the Legislative Fiscal Analyst



