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M E M O R A N D U M  
  

 
Date 

March 12, 2012 
 
To 

AOC Employees 
 
From 

Ernesto Fuentes 
Director, Human Resources Division 
 
Subject 

2012 Voluntary Separation Incentive Program 

 Action Requested 

Please review and, if interested in 
participating, complete and submit the VSIP 
Application Form 
 
Deadline 

March 23, 2012, 5:00 p.m. 
 
Contact 

Linda Cox, Senior Manager 
Human Resources Division 
415-865-4290 phone 
415-865-4328 fax 
linda.cox@jud.ca.gov  

 
 
In anticipation of a minimum, projected budget reduction of $17.1 million for the Administrative 
Office of the Courts (AOC) for fiscal year 2012−2013, and, as a component of our overall budget 
strategy to help meet the reduction target, the AOC is once again considering offering a 
Voluntary Separation Incentive Program (VSIP) to interested eligible AOC employees. Salary 
savings as a result of the recent VSIP participation will provide savings of $1.6 million to the 
AOC into fiscal year 2012−2013.  However, additional savings are necessary in order to meet the 
projected budget reduction for the new fiscal year that begins on July 1, 2012.  
 
Participation in the VSIP is entirely voluntary. To achieve the required savings we need to know 
of your interest in the program as soon as possible.  If you are interested in participating, please 
carefully review the frequently asked questions and answers document, complete and sign the 
2012 VSIP Application Form (both attached), and submit the signed form to your assigned Pay 
& Benefits Specialist no later than 5 p.m. on March 23, 2012.   
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Once information regarding the level of proposed participation in the VSIP and the resulting cost 
savings is compiled and reviewed, the decision will be made whether to implement the program.   
 
If you have additional questions, contact Linda Cox, Senior Human Resources Manager, at 415-
865-4290 or linda.cox@jud.ca.gov.  
 
 
 
EF/CS/lc 
Attachments 
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AOC Voluntary Separation Incentive Program 
Frequently Asked Questions and Answers 

March 12, 2012 
 
 
1. What is the AOC Voluntary Separation Incentive Program (VSIP)? 

The AOC VSIP is a method of reducing AOC staff and positions through voluntary 
separation with the goal of reducing personnel-related costs in light of anticipated budget 
reductions. The program provides participating employees with a one-time monetary 
incentive in exchange for electing to voluntarily resign or retire from the AOC. 

 
2. Why is the AOC considering a VSIP? 

The AOC must make significant ongoing budget reductions in fiscal year 2012−2013. The 
organization must cut expenses and achieve both short- and long-term savings, while 
continuing to support Judicial Council priorities. While staff reductions are necessary, 
voluntary separations through the VSIP may help to reduce the number of involuntary 
separations through layoffs. 
 
Because monetary incentives are part of the VSIP, the AOC needs to assess the costs and 
benefits of offering the VSIP. In order to do so, we are inviting eligible employees who are 
interested in participating in the VSIP to indicate their interest by completing the attached 
"VSIP Application Form" and returning it to their assigned Pay & Benefits Specialist by no 
later than 5 p.m. on Friday, March 23. Based on the level of interest and cost savings that 
would be realized if the VSIP were implemented, applicants who are eligible to participate 
will receive a packet of materials to review and complete, including a "separation 
agreement" that sets forth the terms of the VSIP payment and other information related to 
separation from employment, and includes a release of all claims. 
 

3. Who is eligible to apply for participation in the VSIP? 
All "regular employees" (as defined in Job Categories, personnel policy 3.3) are eligible to 
apply for participation in the VSIP except as noted below: 

 
• The Interim Administrative Director of the Courts, Interim Chief Deputy Director, 

Regional Administrative Director, and division directors are ineligible to apply for the 
VSIP. 

• Regular employees who, before March 12, 2012, have submitted retirement paperwork to 
CalPERS or who already have provided written notice to the AOC of their intent to retire 
with a separation date on or before June 30, 2012. 
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• Regular employees who, before March 12, 2012, have submitted written notice of intent 
to resign on or before June 30, 2012. 

 
Employees who have already submitted retirement paperwork or provided written notice of 
intent to retire/resign with a separation date after June 30, 2012, may be eligible to 
participate if they move their separation date within the VSIP timeline (anticipated 
separation date in May 2012). 

 
4. Are grant-funded employees eligible to apply for the VSIP? 

Yes, so long as they are regular employees and otherwise meet the eligibility criteria. Some 
grant-funded employees are designated as regular employees, but others are considered 
temporary employees (also referred to as limited-term or "909"). Grant-funded employees 
can check with their assigned Pay & Benefits Specialist to confirm whether they are regular 
(eligible to apply, if not otherwise excluded) or temporary (not eligible to apply) employees.  

 
5. What is the "monetary incentive" offered through the VSIP? 

The monetary incentive offered through the VSIP is a one-time payment of 25 percent of 
the participating employee’s annual salary, not to exceed $20,000. 

 
6. How is the incentive pay of 25 percent of annual salary (not to exceed $20,000) 

calculated? 
The percentage of annual salary is based on gross base pay, not on the employee's furlough 
rate. 

 
7. What is the applicable tax withholding rate for the incentive pay? 

The VSIP payment is subject to the following withholding rates: 
 

• Federal Tax  25.0% 
• State Tax  6.60% 
• Social Security 4.62% 
• Medicare  1.45% 

 
8. How would the VSIP incentive payment be issued? 

If the VSIP is implemented, participating employees will receive a one-time taxable cash 
payment by check or direct deposit (subject to applicable withholdings and taxes). Payment 
would be made under the terms of a "separation agreement," including a release of all 
claims, which each participating employee will be required to sign as part of the VSIP.  
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9. Can the incentive pay be deposited into an employee's Savings Plus Program 401(k) or 
451 accounts (pre-tax), rather than as a cash payment (taxable)? 
No. Under the terms of the Savings Plus plans administered by the Department of Personnel 
Administration, only earned income and accrued/unused qualifying paid time off may be 
deposited in the 401(k)/457 accounts. At any time, however, employees may increase the 
amount deposited into their Savings Plus accounts from their regular paycheck, or from just 
their final paycheck (which may include extra payment for accrued/unused qualifying paid 
time off). 

 
10. Can the incentive pay be converted into CalPERS service credit? 

No, but employees may use their VSIP payment toward purchase of additional retirement 
service credit if they meet the eligibility criteria provided by CalPERS.  Employees are 
encouraged to contact their assigned Pay and Benefits Specialist for more information. 

 
11. How and when can interested employees apply? 

Eligible employees can apply by completing and submitting the attached "VSIP Application 
Form" to their assigned Pay & Benefits Specialist by no later than 5 p.m. on Friday, March 
23, 2012. 

 
12. What is the approval process? 

Within 14 days of the close of the application period, applications will be reviewed and the 
potential cost savings will be calculated. The Executive Office will make the final decision 
whether to implement the VSIP and, if so, whether to approve individual employees’ 
participation in the VSIP.   

 
13. When would the separations take effect? 

To maximize current year cost reductions, separations would take place no later than May 
29, 2012, with the precise dates to be determined. 

 
14. What would participating employees receive at the time of separation? 

Participating employees will receive, in addition to their VSIP monetary incentive, all 
earned and unpaid qualifying paid time off (e.g., vacation, annual leave, personal holidays) 
to which they are entitled. 
 
Participating employees who are not retiring from state service will also receive notice of 
their right to elect to continue group health insurance. 
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15. If I am considering retirement, can I participate and submit my retirement request at 
the same time? 
Yes, if you are considering retirement but have not yet applied for or provided notice of 
retirement, you may participate in the program provided that your retirement date coincides 
with your VSIP separation date. For specific information on retirement, please contact 
CalPERS or your assigned Pay & Benefits Specialist. 
 
Your assigned Pay & Benefits Specialist will also be able to provide you with information 
about qualifying benefits after retirement or information about your right to elect to 
continue group health insurance if you are not eligible for retiree medical benefits. 

 
16. Will employees approved for the VSIP be allowed to remain "on the books" after they 

stop working in order to utilize accrued paid time off? 
The goal of the VSIP is to maximize savings for FY 2012−2013. The planned timeline of 
the VSIP anticipates separation of participants no later than May 29, 2012. Participating 
employees may not remain on payroll in order to extend their separation date after their last 
scheduled day worked as determined in the separation agreement, as cost savings would be 
reduced. 
 
Employees may, however, be allowed to use accrued/unused paid time off up to the 
effective date of separation, with the remainder paid out upon separation. For example, an 
employee, age 40 or older, who chooses to take advantage of the full 45-day consideration 
period may be permitted, with director approval, to use accrued vacation or annual leave 
rather than work during this period.  
 
The option of using paid time off during this period does not increase costs as the employee 
is using accruals that would otherwise be paid out upon separation.  
 

17. If I separate under the VSIP, will my VSIP incentive payment be part of my ''final 
compensation" for purposes of calculating retirement benefits? 
No. VSIP payments are not part of "final compensation" for purposes of calculating 
retirement benefits. Your retirement benefits will be the same as if you were not 
participating in the program.  
 
For more information about your retirement benefits, please visit: 
http://www.calpers.ca.gov/index.jsp?bc=/member/service-credit/home.xml  or contact your 
assigned Pay & Benefits Specialist. 

 

http://www.calpers.ca.gov/index.jsp?bc=/member/service-credit/home.xml
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18. If I separate under the VSIP will I be eligible for unemployment insurance benefits? 
No. Separation under the VSIP is a voluntary separation from the AOC, and employees who 
voluntarily separate from employment do not qualify for unemployment insurance. 

 
19. If I separate under the VSIP, may I later come back and work for the AOC? 

Participating employees may not work for the AOC in any capacity (e.g., limited-term, 
retired annuitant, independent contractor, etc.) for at least 24 months from the date of 
separation unless approved as an exception by the Interim Administrative Director of the 
Courts (with prorated repayment of the incentive pay). 

 
20. Can I change my mind after I apply? 

Yes, for a limited period. If the VSIP is implemented, participating employees will need to 
sign a separation agreement that includes a release of claims and details the terms of the 
separation.  
 
Employees under the age of 40 will have a reasonable period of time to review and sign the 
separation agreement, which will be final and irrevocable once signed.  
 
To comply with requirements for releasing claims under the Age Discrimination in 
Employment Act, AOC Office of the General Counsel advises that employees age 40 and 
over will receive a separation agreement that allows 45 days from receipt to consider 
whether to sign the agreement (although the employee may elect to take fewer than 45 days) 
and seven days to revoke the agreement (the seven-day revocation period cannot be 
waived). The agreement is final upon expiration of the seven-day revocation period, and 
separation is effective on the eighth day after the agreement is signed. 

 
21. Will employees who are 40 or older be able to continue working until the separation 

agreement is final? 
Generally, yes, as their separation is not effective (and incentive pay is not paid) until after 
the seven- day revocation period has expired. Satisfactory performance is a condition of 
continued employment, and employees who do not meet expectations may still be 
terminated at any time (and deemed ineligible for incentive pay) in accordance with AOC 
policy. 

 
22. If I do not participate in the VSIP and I am laid off, can I then decide to participate in 

the program? 
No. The deadline for submitting your application to participate in the VSIP is March 23, 
2012.  
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23. If I apply for the VSIP, but later change my mind, will it have any effect on my 

prospects for future layoff? 
No. The VSIP decision-making process is entirely separate from considerations for future 
layoffs. The fact that any employee indicates interest in participating in the VSIP, or 
indicates interest, but later changes his or her mind, will have no effect on that employee's 
prospects for future layoff. As initially indicated, the hope is that cost savings from 
voluntary separations under the VSIP will reduce the need for involuntary separations 
through layoffs. 

 
If you have additional questions regarding the VSIP, please contact Linda Cox, Senior Human 
Resources Manager at 415-865-4290 or linda.cox@jud.ca.gov  
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