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| EMPLOYEE COMPENSATION AMENDMENTS
2 2011 GENERAL SESSION
3 STATE OF UTAH
4 Chief Sponsor: John Dougall
5 Senate Sponsor:
6
7 LONG TITLE
8  General Description:
9 This bill modifies the Utah State Personnel Management Act by amending provisions
10 related to employee leave programs.
11 Highlighted Provisions:
12 This bill:
13 » provides definitions;
14 » discontinues accrual of sick leave for state employees beginning June 25, 2011;
15 » discontinues accrual of new converted sick leave hours for state employees;
16 » discontinues accrual of new unused sick leave hours after June 24, 2011, under the
17 Unused Sick Leave Retirement Program 1I;
18 » requires a state agency to offer annual leave to an employee who is eligible to
19  receive paid leave beginning June 25, 2011;
20 » requires a state agency to allow an employee to use unused annual leave hours and
21 sick leave hours accrued before June 25, 2011, in accordance with the rules in effect
22 onlJanuary 1, 2011;
23 » requires the Division of Finance to:
24 e recognize the full expense and liability for the annual leave; and
25 e establish accounts to accumulate assets to cover the liability;
26 » provides legislative intent language that H=» an agency reduce rate of accrual of

26a annual leave for an employee by the rate of accrual. as of January 1, 2011, of sick leave and

26b  that ¢H any reduction of benefits under the bill will

27  be offset with commensurate salary increases; and
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» makes technical changes.
Money Appropriated in this Bill:
None
Other Special Clauses:
None
Utah Code Sections Affected:
AMENDS:
67-19-14.1, as last amended by Laws of Utah 2005, Chapter 15
67-19-14.2, as last amended by Laws of Utah 2010, Chapter 249
67-19-14.4, as last amended by Laws of Utah 2007, Chapter 130
ENACTS:
67-19-14.6, Utah Code Annotated 1953
Uncodified Material Affected:
ENACTS UNCODIFIED MATERIAL

Be it enacted by the Legislature of the state of Utah:

Section 1. Section 67-19-14.1 is amended to read:

67-19-14.1. Converted sick leave.

(1) Until January 1, [26+#] 2011, 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.

(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[+ta)—arenotsubject-tothe reductionprovided-under
Subsectionr 67-19-H2(%)ta)(tr);(b)] that are not used prior to an employee's retirement date

shall be used under the:

[t9] (a) Unused Sick Leave Retirement Option Program I 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

[i)] (b) Unused Sick Leave Retirement Option Program II under Section 67-19-14.4 if
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earned:
(i) on or after January 1, 2006[-]; and
(i1) before June 25, 2011.
Section 2. Section 67-19-14.2 is amended to read:

67-19-14.2. Unused Sick Leave Retirement Option Program -- Creation -- Payout
upon eligibility for allowance -- Continuing medical and life insurance benefits after
retirement.

(1) (a) There is created the "Unused Sick Leave Retirement Option Program 1."

(b) An agency may offer the Unused Sick Leave Retirement Option Program I to an
employee who is eligible to receive a retirement allowance in accordance with Title 49, Utah
State Retirement and Insurance Benefit Act.

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

(a) receives a contribution under Subsection (3) for 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; and

[
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tc)] (b) may purchase additional continuing medical and life insurance benefits in
accordance with Subsection (4).

(3) (a) Subject to federal requirements and limitations, the contribution under
Subsection (2)(a) shall be transferred directly to the employee's defined contribution plan

qualified under Section 401(k) of the Internal Revenue Code which is sponsored by the Utah
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State Retirement Board.

(b) If the amount calculated 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) (a) An employee 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[+€1)] the contribution of unused sick leave under Subsection (2)(a)[+and].

(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 available to
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:

(i) [beyondthenumberof-yearsprovided-under-Subsectron2)] until the employee
reaches the age of eligibility for Medicare; or

(i1) 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 eligibility 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 leave per person.

(5) (a) The continuing medical and life insurance benefits [recetved-under-Subsection
2)tbyor] purchased by an employee under Subsection (4):
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121 (i) may not be suspended or deferred for future use; and
122 (i1) continues in effect until exhausted.
123 (b) An employer participating in the Program I benefits under this section may not

124 provide medical or life insurance benefits to a person who is:

125 (i) reemployeed after retirement; and

126 (i1) receiving benefits under this section.

127 Section 3. Section 67-19-14.4 is amended to read:

128 67-19-14.4. Unused Sick Leave Retirement Program II -- Creation --

129  Remuneration upon eligibility for allowance -- Medical expense account after retirement.
130 (1) (a) There is created the "Unused Sick Leave Retirement Program I1."

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

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

134 (c) [Begimmmgdanuwary1,26+an] An employee who is participating in the Unused
135  Sick Leave Retirement Program I under Section 67-19-14.2 may make a one-time and

136  irrevocable election to transfer all unused sick leave hours which shall include all converted
137  sick leave hours under Section 67-19-14.1 for use under the Unused Sick Leave Retirement
138 Program II under this section.

139 (2) (a) The Unused Sick Leave Retirement Program II provides that upon becoming
140  eligible to receive a retirement allowance an employee who is employed by the state on or after

141  January 1, 2006, but before June 25, 2011, shall receive remuneration for the employee's

142 unused accumulated sick leave and converted sick leave accrued beginning January 1, 2006,

143  and ending June 24, 2011, in accordance with this section as follows:

144 (1) subject to federal requirements and limitations, a contribution at the employee's rate
145  of pay at the time of retirement for 25% of the employee's unused accumulated sick leave and
146  converted sick leave shall be transferred directly to the employee's defined contribution plan
147  qualified under Section 401 (k) of the Internal Revenue Code which is sponsored by the Utah
148  State Retirement Board; and

149 (ii) participation in a benefit plan that provides for reimbursement for medical

150  expenses using money deposited at the employee's rate of pay at the time of retirement from

151  remaining unused accumulated sick leave and converted sick leave balances.
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(b) If the amount calculated under Subsection (2)(a)(i) exceeds the federal contribution
limitations, the amount representing the excess shall be deposited under Subsection (2)(a)(ii).

(c) An employee's rate of pay at the time of retirement for purposes of Subsection
(2)(a)(i1) may not be less than the average rate of pay of state employees who retired in the
same retirement system under Title 49, Utah State Retirement and Insurance Benefit Act,
during the previous calendar year.

(3) The Utah State Retirement Office shall develop and maintain a program to provide
a benefit plan that provides for reimbursement for medical expenses under Subsection (2)(a)(ii)
with:

(a) money deposited under Subsection (2)(a)(ii); and

(b) accrued earnings.

Section 4. Section 67-19-14.6 is enacted to read:

67-19-14.6. Annual leave -- Definition -- Previously accrued hours -- Recognition
of liability.

(1) (a) As used in this section, "annual leave" means leave hours an employee is

provided as time off from work for personal use and sick leave without affecting the

employee's pay.

(b) "Annual leave" does not include:
(1) legal holidays under Section 63G-1-301;

(i1) time off as compensation for actual time worked in excess of an emplovee's defined

work period;
(iii) paid or unpaid administrative leave; or

(iv) other paid or unpaid time off from work provided by:

(A) state statute or administrative rule; or

(B) federal law or regulation.

(2) Beginning June 25. 2011, an agency shall offer annual leave to an employee who is

eligible to receive paid leave.

(3) An agency shall allow an employee who has accrued annual leave or sick leave

before June 25, 2011, to use the annual leave and sick leave under the same rules that applied

to the annual leave or sick leave on January 1, 2011.

(4) For annual leave accumulated beginning June 25, 2011, the Division of Finance
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shall:
(a) recognize, at the end of each fiscal year, the full expense and liability for the annual

leave;

(b) establish separate accounts as necessary for accumulating assets to cover the full

expense and liability recognized under Subsection (4)(a); and

(c) invest assets in the separate accounts in the Public Treasurer's Investment Fund,

with the earnings credited to the accounts.

Section 5. Legislative intent.
It is the intent of the Legislature that H=9 :

(1) an agency shall, beginning June 25, 2011, reduce the rate of accrual of annual leave as
defined under Section 67-19-14.6 by the rate of accrual, as of January 1, 2011, provided to an

emplovee for sick leave: and

(2) ¢H any reduction of benefits to an affected state

employee as result of this bill, be compensated by a commensurate increase in the affected state
employee's annual salary.

Legislative Review Note
asof 2-11-11 8:37 AM

Office of Legislative Research and General Counsel
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FISCAL NOTE

SHORT TITLE: Employee Compensation Amendments - As Amended

SPONSOR: Dougall, J. 2011 GENERAL SESSION, STATE OF UTAH

STATE GOVERNMENT (UCA 36-12-13(2)(b))
Assuming a leave reduction of four hours per pay period per employee and a corresponding decrease in
full-time equivalent employment of around 950 positions at the State's average salary, this bill would save |
state agencies approximately $56 million per year beginning FY 2012. This savings would then be used

to increase compensation for remaining employees by between approximately 4% and 5%.

Recognizing and funding the net accrued liability for remaining leave will cost the state approximately
$10,000,000 ($5.7 million from the General Fund) per year beginning FY 2012 from various sources as
estimated in the table below.

STATE BUDGET DETAIL TABLE FY 2011 FY 2012 FY 2013
Revenue $0 $0 $0

Expenditure:
General Fund $0 $5,700,000 $5,700,000
Federal Funds $0 $1,700,000 $1,700,000

Dedicated Credits $0 $500,000 $500,000
Restricted Funds $0 $2,100,000 $2,100,000
Total Expenditure $0 $10,000,000 $10,000,000

Net Impact, All Funds (Rev.-Exp.) $0 ($10,000,000) ($10,000,000)

Net Impact, General/Education Funds $0 ($5,700,000) ($5,700,000)

LOCAL GOVERNMENTS (UCA 36-12-13(2)(c))
Enactment of this bill likely will not result in direct, measurable costs for local governments.

DIRECT EXPENDITURES BY UTAH RESIDENTS AND BUSINESSES  (UCA 36-12-13(2)(d))
Enactment of this bill likely will not result in direct, measurable expenditures by Utah residents or

businesses.

2/23/2011, 09:14 AM, Lead Analyst: Ricks, G./Attomey: CJD ' ' ' _ Office of the Legislative Fiscal Analyst
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