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ACTI ON NARRATI VE

TAPE 04-62, SIDE A

Number 0001

CHAI R BRUCE WEYHRAUCH called the House State Affairs Standing
Commttee neeting to order at 9:31 a.m Representati ve
Weyhrauch was present at the call to order. Represent ati ves
Holm Coghill, and Lynn arrived as the meeting was in progress.
sb135

sb232

hb254

HB 331- RETI REMVENT: TEACHERS/ JUDGES/ PUB EMPLOYEES

[ Contains brief discussion of SB 135, SB 232, and HB 254.]
Nunber 0044

CHAI R WEYHRAUCH announced that the first order of business was
HOUSE BILL NO 331, "An Act relating to federal requirenents for
governnmental plan and other qualifications for the teachers’
retirement system the public enployees' retirenent system and
the judicial retirenment systemy and providing for an effective
date."

CHAI R VEYHRAUCH rem nded the conmttee nenbers that at the prior
hearing they had adopted the committee substitute (CS) for HB
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331, Version 23-GHI009\D, Craver, 4/1/04, as a work draft;
therefore, Version D was still before the commttee.

Nunmber 0097

MELANIE M LLHORN, Director, D vision of Retirement & Benefits,
Departnent of Adm nistration, enphasized that the proposed
| egislation is inportant to the division, because it would
ensure that the division is in conpliance with the Internal
Revenue Service (IRS) code. She noted that there was an
initiative launched by the division in January 2001, to obtain
plan determnation letters and private rulings regarding the
Public Enpl oyees’ Retirement System (PERS), +the Teachers’
Retirement System (TRS), the Judicial Retirenent System (JRS)
and the Supplenental Benefits System (SBS), to ensure federal
pl an conpl i ance.

M5. MLLHORN noted that, in My 2001, Senator Rick Halford
introduced SB 135 in the Twenty Second Legislative Session,
which added village public safety officers (VPSOs). She
continued as follows:

Now, this particular piece of |legislation was not nmade
operative, pending an IRS ruling to mke a
determnation if VPSOs could be included in PERS for
classification purposes. So, [in] October 2001, there
was a conprehensive submssion to the IRS to obtain
[a] positive determnation letter on the plans and
private letter rulings.

[In] May of 2002, HB 254 ... mmde sone requirenments
for changes in the plan. [In] June of 2002, the IRS
provided a positive private letter ruling on SBS and
TRS, and the private letter ruling was conditioned
upon putting into law all of the changes requested by
the IRS. [In] Novenber of 2002, the division received
notice from the IRS that they intended to rule

negatively on the ... VPSO issue, which was the
inclusion of VPSGs in [PERS]. There was a fornal
conference of right that was held with the IRS in
Washington, D.C., to nake a final plea ... to allow

the VPSGs for inclusion in [ PERS]

In April of 2003, there was a favorable plan
determnation letter for PERS, ... TRS, JRS, [and]
SBS, based on voluntary conpliance requirenents. C
In May of 2003, SB 232 was introduced. I n August of
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2003, the IRS ... provided the division wth a
positive letter ruling on TRS and PERS, and a negative
ruling on VPSO inclusion in PERS.

[In] Novenber of 2003, regulations [were] adopted by
PERS and TRS boards on issues required in regulations
as to the actuarial reduction factors, which were
required by the IRS, and these changes nust be
inplenented in order to maintain PERS, ... TRS, and
JRS as plan-qualified status ..., and they have to be
made in statute.

Which brings us to January of 2004: The IRS required
[statute] changes through SB 232 and HB 331, which are
identical bills, and it nmade a requirenent that the
VPSO |anguage that was never nade operative be
repealed from statute. And these changes nust be
inplenented in order to maintain PERS, TRS, and JRS,
as plan-qualified status ....

ANSELM STAACK, Chief Financial Oficer, Division of Retirement &
Benefits, Departnment of Adm nistration, told the conmittee that
he has been a fully licensed certified public accountant (CPA)
for 30 years and is also an attorney at law. He indicated that
a qualified [retirenent] plan offers good benefits; nenbers of
TRS, PERS, and JRS can make contributions to the plan, pre-tax,

which is valuable to the plan and lowers the plan's cost. He
explained that, wunder the IRS code, in order for a plan to
remain qualified, a plan docunent mnust be maintained in concert
with the IRS code. He revealed that the plan docunents for
PERS, TRS, and JRS are the statutes. He noted that SBS has a
separate plan docunent; it has a statutory link, but its main
operative provisions are not in the statute itself. He stated
that it is under IRS review and control, but it's separately
l'i nked. In response to a question from Representative Holm he

explained that SBS is the plan for the State of Al aska and 14
other public enployers and is a substitute for social security.
M. Staack continued as foll ows:

So, we went to the IRS ... to ask for a review to see
if you're in conpliance. And we also went to the IRS
because there was a desire that people could pay their

i ndebtedness to the system - to purchase, for
i nst ance, mlitary tine, and to purchase back
previously refunded service - to be able to do that
wWth pre-tax dollars ..., and also to be allowed to

transfer nonies from certain kinds of qualified plans,
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in order to pay for that service. Vell, that's a
tremendous benefit; it helps both the system and
the nenber. 1It's no real cost to the plan.

Vell, in order to get that, the IRS has to do a full
review of vyour plan. So, this is where you have to
step up to the plate and you have to have every bit of
your plan reviewed. And that is precisely what they

di d. What you see here is, in 2002, ... the first
series of changes were adopted as HB 254 in the Twenty
Second Legislature, second session. There were

addi tional changes made, and that is what is included
here in HB 331. Now, the reason it was introduced on
the very last day of the session |ast year was because
we are under a conpliance agreenent to get these
changes in effect.

MR, STAACK, in response to a question from Chair Wyhrauch,
stated that all of the language in [HB 331] is "precisely how

the IRS accepts it." He indicated that [the version before the
commttee] was "after twelve iterations.” He continued as
fol |l ows:

As to the VPSO matter that was originally passed ...

| personally, along with three other tax [counsels],
argued that case with four nenbers of the IRS, in
order to try ... to convince themto keep the VPSGCs in
t he PERS system However, they disagreed with that.

MR. STAACK stated his understanding that the committee had been
provided with copies of that ruling [included in the commttee
packet] .

Number 0775

MR. STAACK noted that the actual enployer of the VPSO is what is
called the 501(c)(3) nonprofit - a private nonprofit
cor poration. In order to get the VPSCs that work for the

regional Native corporations to be declared enployees who could
be in a governnental plan, the organization itself nust be
declared to be the practical equivalent of a governnent. He
clarified, "You can't be a private nonprofit and a governnenta
plan at the sane tine."

MR STAACK summari zed that the first issue was one of control

He stated, "W even used an argunent with the IRS to try to
convince them that ... we considered these |east enployees.
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They felt it was creative, but it wasn't good enough to convince
t hem " He credited the IRS with trying hard to overcone the
problens, and it reviewed over 1,000 pages of background
docunent ati on regardi ng the VPSO i ssue.

Nunmber 0895

REPRESENTATI VE HOLM noved to report CS HB 331, Version 23-
GH1009\D, Craver, 4/1/04, out of <conmttee wth individual
recomendati ons and the acconpanying fiscal notes. There being
no objection, CSHB 331(STA) was reported out of the House State
Affairs Standing Commttee.

ADJ QURNVENT
Nunber 0921
There being no further business before the commttee, the House

State Affairs Standing Conmittee neeting was adjourned at 9:45
a.m
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