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SUBJECT
An ordinance extending through 2016 the County's Voluntary Separation Program, which provides a financial incentive to certain retirement-eligible county employees to leave county employment voluntarily.
SUMMARY
Proposed Ordinance 2014-0173 (Att. 2) would extend, from the ordinance effective date through the end of 2016, the Voluntary Separation Program (VSP) that was established by Ordinance 17457, which the Council adopted on 5 November 2012. The program permits, but does not require, a lump sum payment to retirement-eligible career service and civil service employees to leave county employment voluntarily. The purposes of the program are to minimize the need for layoffs in situations where a reduction in force is necessary and to create opportunities for cost savings and improved efficiency.
As described in the Executive's Voluntary Separation Program Pilot Report (1 May 2014) (Att. 4, p. 3), which the Executive transmitted with the proposed legislation, the results of the 2012-2013 pilot program included the following: 
· "A total of twenty-seven reductions in force were avoided, ten in 2012 and seventeen in 2013, with an additional 53 positions remaining vacant to achieve on-going cost savings."
· "By filling positions at either a lower range or a lower step, or by eliminating vacated positions, the County’s conservative net savings estimate is $1,000,000."
· "Additional savings or benefits were noted by agencies including: the ability to better align resources and work programs with agency priorities and initiatives, the opportunity to create critically needed positions, and increased productivity and flexibility."
Based on the success of the pilot program, the Executive recommends that the VSP be extended through 2016, followed by an assessment of whether it should be made permanent. The Executive's proposed legislation would also make the following changes in the program:
1. Clarify the prerequisites for agency participation in the program, including a requirement that "[t]he agency will not fill the position or will 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 pay within twenty-four months following the employee's exit from employment" (Att. 2, lines 31-34);
2. Increase the incentive payment to $16,200 for a full-time employee, which is the County's current maximum monetary exposure for unemployment benefits to a laid-off employee (the $15,000 incentive payment in the original pilot was based on the same premise) (Att. 2, line 53);
3. Revise the incentive payment rate to part-time employees, by prorating the $16,200 payment to reflect the part-time employee's expected unemployment benefit (Att. 2, lines 53-54);
4. Revise the provision that participating employees will not seek reemployment with the County to include any position, including any temporary position (Att. 2, lines 55‑56); and
5. Require the Executive to transmit by 1 April 2017 a report on the results of the extended pilot program and a recommendation on whether it should be made permanent and codified (Att. 2, lines 86-94).
Proposed Ordinance 2014-0173 would extend and modify the VSP as requested by the Executive.
BACKGROUND
The County is continuing to experience budget shortfalls that may require program cuts and reductions in force. Reductions in force are less painful if they can be achieved through attrition, including employee retirements, rather than layoffs. In addition, voluntary separation has the advantage that if an employee’s separation date is known in advance, the County may be able to plan for the transition of work, knowledge, and service delivery to other county staff or plan for work to be realigned to reduce costs, improve efficiency, and avoid the disruptive “bumping” of employees that sometimes accompanies reductions in force.

One obstacle to achieving reductions in force through attrition is that some retirement-eligible employees continue to work because of increased costs associated with retirement, such as the cost of obtaining health insurance for themselves and their families when they are no longer eligible for coverage through county employment. To overcome this obstacle, according to the Executive, a number of other public jurisdictions currently offer or have offered financial incentives to employees to retire early or otherwise leave government employment. Those jurisdictions include the State of Washington, Kitsap County, and the cities of Issaquah, Kent, Bremerton, and Bainbridge Island. Those incentives have ranged from $10,000 to more than $30,000.
ANALYSIS
A. Elements of the proposed, extended program
The proposed, extended Voluntary Separation Program would include the following elements:
1. Extension of the pilot program through 2016, as described below.
2. Prerequisites for agency participation:
a. Either (1) budget shortfalls threatening program cuts or reductions in force or (2) potential labor cost savings (Att. 2, lines 29-30); and
b. "The agency will not fill the [vacated] position or will 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 pay within twenty-four months following the employee's exit from employment." (Att. 2, lines 31-34)
3. Application to represented employees.  The Executive is authorized to enter into or extend labor agreements providing an incentive program to represented employees on the same terms as for non-represented employees under the proposed ordinance. As long as the agreement addresses no other subject, it has the force of law, without enactment by ordinance. (Att. 2, lines 35-38)
4. Voluntary Participation, Subject to Approval. Employee participation in the program is “entirely voluntary,” but subject to approval by the Executive (and by the agency head, if separately-elected). (Att. 2, lines 50, 72-76, 83-85)
5. Employee Eligibility. Eligibility for the pilot program is limited to employees who:
a. Have at least five years of county service;
b. Are not temporary employees;
c. Are eligible to apply for a public pension before December 31 of the calendar year in which the employee applies for the program, though “the employee need not actually begin drawing a pension”; and
d. Has not, before the employee's agency announced its intention to participate in the VSP, already resigned or retired or submitted written notice of intent to do so. (Att. 2, lines 39-49)
6. Factors to be Considered by Executive. Executive approval of an employee request to participate is discretionary, but the following must be considered:
a. Impact on service delivery;
b. Retention of skilled employees as needed;
c. Cost of refilling positions;
d. Budget savings, short-term and long-term; and
e. The employee's length of service with the County. (Att. 2, lines 72-76)
7. Incentive Amount. The incentive would consist of a one-time payment of $16,200 for full-time employees (prorated for part-time employees). (Att. 2, lines 50-54)
8. Written Agreements by Employees. Participating employees must enter into a written agreement that states “the terms and conditions of their voluntary separation,” which must “include, but not [be] limited to”:
a. The employee must leave county employment by the end of the year for which they are approved to participate in the VSP, and agencies may establish their own deadlines and procedures, which may vary by department (Att. 2, lines 58-64);
b. The employee “will not seek reemployment with the county in any county position” (Att. 2, lines 65-66);
c. The employee agrees that he or she is ineligible, and will not apply, for unemployment compensation (Att. 2, lines 67-69); and
d. The employee signs “a waiver or release of any claim under the Age Discrimination in Employment Act and the Older Worker Benefit Protection Act.” (Att. 2, lines 70-71)
9. Other Requirements. Executive decisions on individual employee applications to participate in the program must be in writing and demonstrate either short-term or long-term savings, or both, and shall not be the subject of a grievance. (Att. 2, lines 77-80)
10. Report to Council. The Executive must file a written report with the Council by 1 April 2017, detailing:
1. The number of employees by agency who participated in the program;
2. Whether the program minimized reductions in force or resulted in cost savings, or any combination thereof; and
3. A recommendation on whether the program should be made permanent and codified. (Att. 2, lines 86-94)
B. Proposed changes from the original pilot program
The changes that Proposed Ordinance 2014-0173 would make in the original pilot VSP are listed in the Summary section of this staff report (p. 2).
C. The Executive's Report on the Pilot Program
A high-level summary of the results of the original pilot program is provided in the Summary section of this staff report (p. 1). The Executive's complete Voluntary Separation Program Pilot Report is Attachment 4 to this staff report and will be presented to the committee by executive staff.
FISCAL IMPACT
Since the extended VSP is expected to result in net savings to the County, the Executive's Fiscal Note (Att. 6) lists the fiscal impact as zero.
STRIKING AMENDMENT
Striking Amendment S1 (Att. 1) would:
1. Clarify several provisions of the ordinance;
2. Provide that the Executive's 2017 written report and recommendation concerning the extended VSP should be referred to the Council's Budget and Fiscal Management Committee;
3. Delete Attachment A (the Executive's report), since it is not referred to in Proposed Ordinance 2014-0173 and there was no requirement in the original VSP ordinance that the report be formally accepted or acknowledged by the Council; and
4. Make several non-substantive, technical changes.
Attachment 3 is a redline showing these changes in the context of the original proposed ordinance.
INVITED
1. Kerry Delaney Sickle, Human Resources Senior Manager, Administration, Policy, Performance & Systems (APPS), Human Resources Division.
2. Kendall LeVan Hodson, Manager, APPS, Human Resources Division.

ATTACHMENTS
1. Striking Amendment S1 to Proposed Ordinance 2014-0173
2. Proposed Ordinance 2014-0173
3. Redline showing changes made by Striking Amendment S1
4. Voluntary Separation Program Pilot Report (1 May 2013)
5. Transmittal letter
6. Fiscal Note
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