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SUBJECT

Proposed Ordinance 2017-0373 would adopt and codify the Voluntary Separation Program that would incent retirement-eligible King County employees to retire voluntarily. 

SUMMARY

At the September 27, 2017, Budget and Fiscal Management Committee meeting, councilmembers were briefed by Council and Executive staff on Proposed Ordinance 2017-0373, a program that would incent retirement-eligible employees to retire voluntarily. Councilmembers had a number of questions relating to the first and second pilot programs’ performance data.

The Council approved Ordinance 17457 and Ordinance 17833, which authorized the Executive to create a pilot program for 2012-2013 and 2014-2016 to incent retirement-eligible King County employees to retire voluntarily in order to avoid reductions in force due to budget shortfalls. The Executive has deemed the pilots to be successful and beneficial and recommends making the Voluntary Separation Program an ongoing program. 

Proposed Ordinance 2017-0373 would adopt and codify the Voluntary Separation Program in Title 3 of the King County Code. The proposed ordinance would change the net cost savings methodology utilized in the 2014-2016 pilot by requiring agencies to fill the separated employee’s position at a lower wage rate that is expected to result in a net twenty percent of annual salary cost savings instead of the previous methodology of achieving a net cost savings of two times the amount of the incentive payment within twenty-four months. Also, the 2018 incentive payment would be approximately $18,500 compared to $16,200 in the 2014-2016 pilot.

Council staff has prepared a Striking Amendment S1 to Proposed Ordinance 2017-0373 that would make non-substantive, technical changes.




BACKGROUND 

First Voluntary Separation Pilot Program

In November 2012, Council adopted Ordinance 17457, which authorized the Executive to establish King County’s first Voluntary Separation Pilot Program (“the first Pilot Program”) over a two-year period (2012-2013) to incent retirement-eligible employees to retire voluntarily in order to avoid reductions in force due to potential budget shortfalls that had been identified for 2013 and 2014. The requirements of the first Pilot Program are summarized below.

Agency Eligibility.  Executive agencies[footnoteRef:1] that were expected to have reductions in force, program cuts, or involve labor cost savings were eligible to participate in the first Pilot Program. Agency participation was entirely voluntary.  Employees of agencies headed by elected officials other than the Executive were ineligible to participate in the first Pilot Program unless their request was approved by both the Executive and the head of the applicable agency. [1:  The Executive agencies that requested and were approved to participate in the first Pilot Program include: Dept. of Adult & Juvenile Detention, Dept. of Executive Services, Dept. of Judicial Administration, Dept. of Natural Resources & Parks, Dept. of Transportation, Dept. of Permitting & Environmental Review, Dept. of Public Health, Prosecuting Attorney’s Office and the Executive’s Office.] 


Employee Eligibility.  Eligibility for the first Pilot Program was limited to employees who were:

1. Retirement-eligible;
2. Not a temporary employee;
3. Had at least five years of county service;
4. Were eligible to apply for a public pension[footnoteRef:2] before December 31 of the calendar year in which the employee applies for the program; and [2:  Public pensions include: the Law Enforcement Officers and Firefighters Retirement System, Public Employees Retirement System, Public Safety Employees Retirement System or the city of Seattle Retirement Plan.] 

5. Had not already resigned, retired or submitted written notification of intent to do so. 

Employee participation in the first Pilot Program was also entirely voluntary.

Executive Approval Considerations.  Executive approval of an employee request to participate was discretionary, but the following factors were required to be considered:

1.	Impact on service delivery;
2.	Retention of skilled employees as needed;
3.	Cost of refilling positions;
4.	Budget savings, short-term and long-term; and
5.	Length of service with the County 

Approved or Denied Decisions.  All decisions to approve or deny the requests of individual employees to participate in the first Pilot Program were required to be in writing and demonstrate either short-term or long-term savings, or both. Decisions to approve or deny a request could not be the subject of a grievance.

Written Agreements for Separating Employees.  Employees participating in the first Pilot Program entered into a written agreement that stated the terms and conditions of their voluntary separation, which included:

1.	The employee must submit a written resignation or notice of retirement either (a) by November 1, 2012 and leave County employment by December 31, 2012 or (b) by November 1, 2013 and leave County employment by December 31, 2013. Participating agencies may have required earlier notification; 
2.	The employee could not seek reemployment with the County in a position eligible for health or paid leave benefits;
3.	The employee agreed that he or she was ineligible for unemployment compensation; and
4.	The employee signed a waiver or release of any claim under the Age Discrimination in Employment Act and the Older Worker Benefit Protection Act.

Incentive Payment Amount.  The incentive for participating employees in the first Pilot Program consisted of a one-time payment of $15,000. The methodology for the amount of the incentive payment was based on the County’s maximum unemployment monetary exposure for each laid off employee.[footnoteRef:3] This was intended to ensure that the program was cost-effective. [3:  The incentive payment amount is equaled to King County’s maximum out-of-pocket unemployment compensation cost as prescribed in RCW 50.20.120 and calculated by the Washington State Employment Security Department.] 


Report to Council.  Ordinance 17457 required the Executive to file a written report with the Council by April 1, 2014, detailing:

1.	The number of employees by agency who participated;
2.	Whether the pilot program minimized reductions in force, resulted in efficiencies or resulted in cost savings, or any combination thereof; and
3.	A recommendation on whether the pilot program should be extended.

First Pilot Program Outcome Report.  According to the first Pilot Program Outcome Report[footnoteRef:4] (“the first Outcome Report”) (Attachment 4), there were a total of 133 retirement-eligible employees across nine agencies that participated. Table 1 below illustrates the number of participants by agency and year. [4:  Legislative record file number 2014-0173, Attachment 4 to the Staff Report. ] 


Table 1. First Pilot Program Participation by Agency and Year

	Agency
	2012
	2013
	Total

	Adult & Juvenile Detention
	4
	0
	4

	Executive Services, Records and 
Licensing Services and Facilities Management 
	3
	0
	3

	Judicial Administration
	0
	7
	7

	Natural Resources & Parks
	13
	29
	42

	Transportation, Roads Services Division
	11
	18
	29

	Permitting & Environmental Review
	4
	0
	4

	Public Health
	16
	20
	36

	Prosecuting Attorney’s Office
	0
	7
	7

	Executive's Office
	1
	0
	1

	Total
	52
	81
	133

	Note:  Program was only available for part of the year in 2012.



The first Outcome Report also indicated that there were a total of 27 reductions in force avoided. The County achieved a conservative net savings estimate of $1 million by filling positions at either lower wage rates or by eliminating the vacated position. Agencies also reported that the first Pilot Program allowed them to better align resources and work programs with agency priorities and initiatives, the opportunity to create critically needed positions, and increased productivity and flexibility.

The Executive recommended that the pilot be extended through 2016 in order to allow the Human Resources Management Division to refine the program criteria, requirements and evaluation methodology. The extension would also provide additional cost savings and flexibility for agencies.

Second Voluntary Separation Pilot Program

In June 2014, Council adopted Ordinance 17833, which authorized the Executive to extend the Voluntary Separation Pilot Program (“the second Pilot Program”) for an additional three years (2014-2016). The second Pilot Program was similar to the first Pilot Program with the exception of some substantive changes that are described below.

Written Agreements for Separating Employees.  The provision in the ordinance and the written agreement was revised to include that a separating employee could not seek reemployment with the County in any position, including temporary positions. The first Pilot Program only prohibited reemployment in County positions that were eligible for health or paid leave benefits. 

Incentive Payment Amount.  The one-time incentive payment amount was increased from $15,000 to $16,200 for a full-time employee. The County’s maximum monetary unemployment exposure for each laid off employee increased in 2014. Also, the incentive payment could be prorated to reflect a part-time employee’s expected unemployment benefit.

Cost Savings Methodology.  The second Pilot Program added a cost savings methodology that required participating agencies to either not fill the separating employee’s position or fill the position at a lower wage rate that is expected to result in a net cost savings of two times the amount of the incentive payment within twenty-four months following the employee's exit from employment. 

Report to Council.  Ordinance 17833 required the Executive to file a written report on the second Pilot Program with the Council by April 1, 2017, detailing the same elements as the first Pilot Program Outcome Report.

Second Pilot Program Outcome Report.  According to the second Pilot Program Outcome Report[footnoteRef:5] (“the second Outcome Report”) (Attachment 5), a total of 136 approved retirement-eligible employees across 11 agencies participated. The second Outcome Report also indicated that a total of 34 reductions in force were avoided.  [5:  Legislative record file number 2017-RPT004 Voluntary Separation Program Pilot Outcome Report ] 


Table 2 below illustrates the number of participants by agency, the number of positions eliminated, the total gross savings and the average gross savings per approved application.

Table 2. Second Pilot Program Participation and Savings Data

	Agency
	Participation
	Positions Eliminated
	Total Gross Savings
	Average Gross Savings per Approved Application

	Adult & Juvenile Detention
	16
	3
	$934,000
	$58,000

	Community Health Services
	7
	5
	$913,000
	$130,000

	Executive Services
	22
	5
	$1,349,000
	$61,000

	Transportation - Fleet
	10
	3
	$739,000
	$74,000

	Transportation - Roads
	12
	8
	$1,797,000
	$150,000

	Public Defense
	9
	3
	$404,000
	$45,000

	Permitting & Environ. Review
	6
	2
	$535,000
	$89,000

	Public Health
	24
	7
	$1,605,000
	$67,000

	Elections
	2
	2
	$185,000
	$92,000

	Information Technology
	14
	0
	$614,000
	$44,000

	Sheriff’s Office
	5
	0
	$97,000
	$19,000

	Prosecuting Attorney’s Office
	9
	1
	$662,000
	$74,000

	Total
	136
	39
	$9,834,000
	$75,000



The second Pilot Outcome Report notes that the Executive recommends that the pilot be converted into an ongoing program. It also notes that Executive leadership, the Human Resources Management Division and the participating agencies recommend establishing the pilot as a permanent option to agencies facing budget shortfalls.

ANALYSIS

Proposed Changes from the Second Voluntary Separation Pilot Program

Proposed Ordinance 2017-0373 would adopt and codify the Voluntary Separation Program (“the Program”) in Title 3 of the King County Code. The Program would be similar to the second Pilot Program with the exception of the substantive changes described below.

Cost Savings Methodology.  The proposed ordinance would change the net cost savings methodology for the Program by requiring agencies to fill the separated employee’s position at a lower wage rate that is expected to result in a net twenty percent of annual salary cost savings instead of achieving a net cost savings of two times the amount of the incentive payment within twenty-four months, which was required in the second Pilot Program. Executive staff indicates that the cost savings methodology utilized in the second Pilot Program made it difficult for employees at lower earnings levels to participate in the program due to the requirement of achieving two-times of the incentive payment amount.

Incentive Payment Amount.  The County’s maximum monetary unemployment exposure for each laid off employee increased in 2018 to approximately $18,500, therefore, the Program’s incentive payment amount also increased. The second Pilot Program’s incentive payment amount was $16,200. 

Potential Policy Issues for Council Consideration

Council staff has identified two potential policy issues that the Council may wish to consider.

Employee Right to Appeal.  According to the Executive’s second Pilot Program’s Frequently Asked Questions document, if a non-represented applicant’s request to participate in the second Pilot Program is denied, the applicant has no right to appeal the denial. While Ordinance 17833 included a provision that prevented an employee from filing a grievance based on a decision to approve or deny a request, it did not include a provision that would prohibit an appeal process. Similarly, Proposed Ordinance 2017-0373 prevents an employee from filing a grievance, but does not explicitly prohibit an appeal process.  The Council may wish to clarify the policy intent related to employees’ rights to appeal decisions to approve or deny a request to participate in the Program.

Positions Reclassified to a Higher Salary Range/Step.  In the first and second Pilot Outcome Reports, there were cases where the separated employee’s position was not eliminated nor was it reclassified to a lower wage rate as prescribed in Ordinances 17457 and 17833. Executive staff stated that in these cases, agencies approved the employee’s request with the intent of reclassifying the position to a lower wage position. However, when the position was eventually vacated, the agencies’ service delivery needs changed and the position was repurposed, which led to the position being reclassified to a higher wage position. Executive staff also stated that some agencies delayed filling the position in order to achieve the one-time net savings or the cost savings would be reduced from the agencies average gross savings per approved application.

Equity and Social Justice Considerations

[bookmark: _GoBack]According to the second Pilot Program Outcome Report, the second Pilot Program received a total of 116 applications from White participants, which included 17 applications that were denied (14.7 percent). There were a total of 53 applications received from People of Color, which included 11 applications (20.8 percent) that were denied.  Council staff requested information on whether any analysis was completed on the disparity in denial rates and whether any procedures are in place to ensure fair consideration of employee requests.  Executive staff indicated that analysis has not been completed on the disparity in denial rates and currently, the central Human Resources Division has not established procedures to ensure fair consideration of employee requests. However, participating agencies might have developed procedures to address this. 

Council’s legal counsel has not identified any issues with the proposed ordinance.

AMENDMENT

Striking Amendment S1 to Proposed Ordinance 2017-0373 would make non-substantive, technical changes. Council’s legal counsel has not identified any issues.

ATTACHMENTS

1. Proposed Ordinance 2017-0373 
2. Striking Amendment S1
3. Transmittal Letter
4. 2012-2013 Voluntary Separation Pilot Program Outcome Report
5. 2014-2016 Voluntary Separation Pilot Program Outcome Report
6. Executive Staff Responses to the Follow-up Questions at the Budget and Fiscal Management Committee meeting on September 27, 2017
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1. Jay Osborne, Interim Director, Human Resources Division
2. Dwight Dively, Director, Office of Performance, Strategy and Budget
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