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COW TTEE CALENDAR

SENATE BI LL NO 293

"An Act relating to the teachers' and public enployees’
retirement systens and creating defined contribution and health
rei nbursenent plans for nenbers of the teachers' retirenent
system and the public enployees' retirement system who are first
hired after July 1, 2008; providing for an effective date by
anending the effective date section of sec. 148, ch. 9, FSSLA
2005; and providing for an effective date.™

MOVED SB 293 OUT OF COW TTEE

CS FOR HOUSE JO NT RESCLUTI ON NO. 27(M.V)
Uging the United States Congress to pass |egislation anmending
the Alaska Native Vietnam Veterans Allotnment Act to allow
deserving veterans to obtain allotnents of vacant land wthin
the State of Alaska; and to reopen and |egislatively approve
allotnents in the Tongass National Forest.

MOVED CSHIR 27(M.V) OUT OF COW TTEE

PREVI QUS COW TTEE ACTI ON
BILL: SB 293

SHORT TI TLE: PUBLI C EMPLOYEES / TEACHERS RETI REMVENT
SPONSOR(s): SENATOR(s) ELTON

02/ 14/ 06 (S) READ THE FIRST TIME - REFERRALS
02/ 14/ 06 (S) STA, FIN
04/ 25/ 06 (S) STA AT 3:30 PM BUTROVI CH 205
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BILL: HIR 27
SHORT TITLE: ALLOTMENTS FOR NATI VE VI ETNAM VETERANS
SPONSOR(s) : REPRESENTATI VE(s) COGHI LL

01/ 18/ 06 (H READ THE FI RST Tl ME - REFERRALS

01/ 18/ 06 (H) M.V, STA

03/ 02/ 06 (H M.V AT 1: 00 PM CAPI TOL 120

03/ 02/ 06 (H Moved CSHIR 27(M.V) Qut of Conmittee
03/ 02/ 06 (H M NUTE( MLV)

03/ 03/ 06 (H M.V RPT CS(M.V) 4DP

03/ 03/ 06 (H DP: THOVAS, ELKINS, DAHLSTROM LYNN
03/ 21/ 06 (H STA AT 8: 00 AM CAPI TOL 106

03/ 21/ 06 (H Heard & Held

03/ 21/ 06 (H M NUTE( STA)

03/ 30/ 06 (H STA RPT CS(M.V) 4DP 1NR 1AM

03/ 30/ 06 (H DP: LYNN, GATTO, ELKINS, RAMRAS;

03/ 30/ 06 (H NR: GARDNER;

03/ 30/ 06 (H AM SEATON

03/ 30/ 06 (H STA AT 8: 00 AM CAPI TOL 106

03/ 30/ 06 (H Moved CSHIR 27(M.V) Qut of Conmittee
03/ 30/ 06 (H M NUTE( STA)

04/ 11/ 06 (H) RLS AT 1:30 PM CAPI TOL 106

04/ 11/ 06 (H) <Bi |l Hearing Cancel ed>

04/ 18/ 06 (H TRANSM TTED TO (S)

04/ 18/ 06 (H) VERSI ON: CSHIR 27( M.V)

04/ 19/ 06 (S) READ THE FI RST TI ME - REFERRALS

04/ 19/ 06 (S) STA

04/ 25/ 06 (S) STA AT 3: 30 PM BUTROVI CH 205

W TNESS REG STER

Representati ve John Coghill

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT:  Sponsor of HIR 27

Char |l es Hubbard, Vietnam Veteran
Sterling, AK
PCSI TI ON STATEMENT:  Supported HIR 27

Dee Hubbard
Sterling, AK
PCOSI TI ON STATEMENT:  Supported HIR 27

Carol Yateman, Supervising Attorney

Native Allotnment Program
Al aska Legal Services
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Anchor age, AK
PCOSI TI ON STATEMENT:  Supported HIR 27

Mel anie M 1| horn, Director

Division of Retirenment and Benefits

Departnent of Adm nistration

Juneau, AK 99801

POSI TI ON STATEMENT: Represented adm nistration in opposition to
SB 293

John Al cantra, Governnment Rel ations Director
NEA- Al aska

4100 Spenard Road

Anchor age, AK 99517

PCSI TI ON STATEMENT:  Supported SB 293

Bruce Ludw g

Al aska Public Enpl oyees Associ ati on (APEA/ AFT)
Juneau, AK 99801

POSI TI ON STATEMENT:  Supported SB 293

Vernon Marshal, Lobbyi st

Publ i c Safety Enpl oyee Associ ati on (PSEA)
Juneau, AK 99801

POSI TI ON STATEMENT:  Supported SB 293

Carey Reardon, Teacher
Anchor age, AK
POSI TI ON STATEMENT:  Supported SB 293

ACTI ON NARRATI VE

CHAIR GENE THERRI AULT called the Senate State Affairs Standing
Commttee neeting to order at 5:04:51 PM Present were Senators
Bettye Davis, Thomas Wagoner, Kim Elton, and Chair Gene
Therriaul t.

CSHIR 27(M.V) - ALLOTMENTS FOR NATI VE VI ETNAM VETERANS

5:05: 08 PM

CHAI R GENE THERRI AULT announced HIR 27 to be the first order of
busi ness.

REPRESENTATI VE JOHN COGHI LL, sponsor, characterized HIR 27 as an

expression of support for two bills sponsored by U S. Senator
Li sa Murkowski and Congressman Don Young to reopen di scussion on

SENATE STA COW TTEE - 3- April 25, 2006



Native allotnents and to extend the definition for Vietnam era
veterans to include the years 1964 through 1975.

A second part of the resolution asks for exam nation of the
Tongass area where up to 300 people were denied the ability to
apply for an allotnent as the result of a court.

5:10: 12 PM
SENATOR THOMAS WAGONER stated that several of his constituents
woul d i ke this resolution to pass.

CHARLES HUBBARD, Vietnam Veteran from Sterling, testified in
support of HIR 27 saying it would right wongs that have been
done to Alaska Natives and Alaska Native veterans. He related
that his nother’s attenpts to get an allotnment took nore than 30
years and she didn’t live |ong enough to cel ebrate her victory.

5:15:51 PM

DEE HUBBARD, Sterling, testified that HIR 27 addresses a
fairness issue, which is that the federal code doesn't allow
fam |y menbers of deceased veterans to apply for an allotnent.

SENATOR WAGONER asked how nany veterans or surviving famly
menbers m ght be affected.

M5. HUBBARD replied she didn’t have that infornmation.

5:20: 43 PM

CAROL YATEMAN, Supervising Attorney of the Native Allotnent
Program with Al aska Legal Services, testified that HIR 27 is a
crucial statement of support for the |egislation before Congress
to get the Alaska Native Vietnam Veterans Act anended

Congressional nmenbers want to act in accordance with the w shes
of the State of Al aska.

Addressing why the |aw should be anended, she said she couldn't
understand why the current law is so restrictive because the
intention was to give veterans a chance to get what they should
have gotten in the first place had they not been away serving in
the armed services. As it turns out, the allotnent |and that was
avai lable to Vietnam veterans was m nimal conpared to what would
have been available had they applied prior to 1971. The primary
problemis that under current law there isn't any |and avail able
around many Alaska villages. A secondary problem is the
requirenent that a veteran use the land in a certain way for a
m ni mum of five years.

SENATE STA COW TTEE -4- April 25, 2006



The anendnments before Congress would renobve those requirenents
and establish |legislative approval for veterans, which is
| ogi cal because that's the way it is for other allotnent
appl i cants. Al so, receiving | egi sl ative approval woul d
drastically reduce the tine it takes to process an application.

M5 YATEMAN informed nenbers that under current |law the heirs of
a veteran who died for reasons unrelated to a war injury were
not allowed to apply for a veteran's allotnment. The bills in
Congress woul d correct that injustice.

REPRESENTATI VE BI LL THOVAS reported that he is a Vietnam veteran
and he strongly supported HIR 27.

5:31:47 PM

SENATOR KIM ELTON asked if including an heir was discussed in
t he House hearings and whether there is a reason that the issue
isn’t addressed in the resol ution.

REPRESENTATI VE COGHI LL replied the issue is addressed in the two
bills before the U S. Congress. The resolution is to broaden the
scope and reopen the di scussion.

SENATOR ELTON said he was prepared to offer an anendnent to
include heirs if the sponsor agreed.

REPRESENTATI VE COGHI LL expressed appreciation but he didn't
believe it was necessary.

SENATOR WAGONER notioned to report CSHIR 27(M.V)and attached
fiscal notes from commttee wth individual recomendations.
There being no objection, it was so ordered.

SB 293- PUBLI C EMPLOYEES' / TEACHERS' RETI REMENT

5:34:35 PM

CHAI R THERRI AULT announced SB 293 to be up for consideration. He
expl ained that he intended to put the issue on the record and
then forward the bill to the Finance Commttee for further
consi der at i on.

SENATOR KIM ELTON, sponsor, explained that SB 293 extends, to
July 1, 2008, the effective date for SB 141, which is a bill
that creates a Tier |V defined contribution retirenent system
The reasons for extending the effective date are that SB 141 is
not well understood and that it's inadvisable to nove forward
with inplementation prior to a mandated I RS revi ew.
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SENATOR ELTON stated that the House “fix it” bill has grown to
34 pages in an effort to address the issues that weren't
considered in SB 141. Sone of the changes are fundanental
including: addressing the potential for double dipping on
disability; identifying where death and disability benefits cone
from survivor benefits; and qualifying for both PERS and TRS
before getting access to a health retirement account. Noting
that anendnents were added on the House floor, one of which
woul d extend the effective date for a year, he asserted that it
woul d be counterintuitive to believe that nore issues wouldn't
arise over tinmne.

SENATOR ELTON expl ained that when a retirenent system changes,
the RS nust conduct a review of the plan details and, he said

it would be presunptuous to think that the IRS review will go
snmoothly if the Legislature is still trying to fix the bill. SB
293 isn't an effort to do away with the new Tier |V, it's sinply
an effort to slow inplenmentation until the bill is understood
and the problens are fixed.

He advised that extending the effective date comes at no cost;
it does not inplicate the unfunded liability or increase costs
to the enployer. He encouraged the commttee to pass this
i nportant conponent on to the Finance Committee for further
consi der at i on.

5:42: 03 PM
JOHN ALCANTRA, CGovernment Relations Director for NEA-Al aska,
testified that the bill is necessary because of the many flaws

associated with SB 141. He advised that NEA-Al aska woul d have an
actuary from Washington D.C. available over the weekend to
address the issues that are inportant to |awrakers and urged
menbers to nove the bill to the Finance Conmttee for further
consi derati on.

BRUCE LUDW G Busi ness Manager for the Alaska Public Enployees
Associ ation and the Anerican Federation of Teachers, stated that
he was also speaking for the Alaska AFL/CIO He opined that
because SB 141 has nmany problenms and errors and because the plan
does not have IRS approval, it would be dangerous to go forward.
Doing so could result in up to a 20 percent increase in tax
l[iability on enployees' incone. He urged the conmittee to pass
the bill.

5:47:33 PM
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VERNON  MARSHAL, Lobbyist for the Public Safety Enployee
Associ ation (PSEA), testified in support of SB 293. He related
concerns from both enployer and enployee standpoints and
stressed that additional time is needed so that: new enpl oyees
are assured of entering a qualified plan that neets |IRS review
new enployees entering PERS and TRS service understand the
wor ki ngs of the new Al aska 401K; and enpl oyers are know edgeabl e
regarding the benefits and structure of the system and its new
accounting. This information is necessary to ensure a seanl ess
transition fromone retirenent systemto another.

MR. MARSHALL reported that PSEA recognizes that Alaska has a
shortage of troopers and it views the retirement plan as a too

to attract qualified applicants. Furthernore, it believes that
proper marketing of available positions is vital and that higher
| evels of information will be required than in past.

Using proper due diligence wll reduce anbiguity and the
possibility of error and m sunderstanding. Investing additiona
time is a prudent step to ensure that a proper workforce is
built in Alaska so that the people can get business done and
provi de service, he concl uded.

CAREY REARDQON, Anchorage Teacher, testified in support of noving
the bill to the Finance Committee for the reasons previously
stated. She described SB 141 as a bill that was passed in haste
and now requires fixing. She urged the comrittee to take the
sanme anount of tinme for state enployees and teachers as is being
taken with the oil tax structure.

5:54:29 PM

MELANIE M LLHORN, Director, Division of Retirement and Benefits,
testified t hat t he adm ni stration opposes del ay of
i npl enentation of SB 141. She recapped SB 141 and said it
recogni zes the key factors underlying the unfunded Iliability,
which are: rising healthcare costs; loss of investnent inconeg;
and change in actuarial assunptions.

SB 141 redesigned the nedical benefit in a way that aligns with
ot her state pension prograns and the national trend associated
with receiving medical benefits. She elaborated that 75 percent
of the current costs for nedical benefits accrue from the normnal
retirement age of 55 to 65 for Tier | while other state pension
systens have 50 percent of the <costs comng from norna
retirenment age of 65.
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M5. MVLLHORN reported that Buck Consultants, which provides
actuarial services to Alaska and sone 300 other state and
governnment pension systens, states that Alaska is its first
client that cannot increase the deductible, the co-pay, and the
prescription drug costs because they are protected under Article
Xil, Section 7 of the Alaska State Constitution. She related
that other states are able to nake changes as costs increase.

When PERS and TRS enpl oyers were surveyed in 2004 regarding tier
redesi gn, those stakeholders indicated that they didn't want to
shoul der the rising healthcare costs and |oss of investnent
income. Their voice is inmportant, she said.

M5. MLLHORN advised that delaying inplenentation of SB 141
woul d add approxinmately 8,800 new nenbers to the retirenent
system who would have constitutionally protected benefits. The
medi cal normal cost already exceeds the pension normal cost
making it clear that the escalation of healthcare costs are a
primary driver. SB 141, if inplenmented on July 1, 2006, deals
wi th that issue.

M5. MLLHORN addressed the coments related to IRS plan
determ nation process saying that lce MIller LLP was hired to
use its tax expertise to review the provisions of SB 141 and
conform the benefits in the way the Legislature intended. The
division did file for plan determination in a tinmely fashion
thereby preserving the opportunity to nove forward and nake
changes to provide beneficial tax benefits to nenbers and
enpl oyers. She assured the conmittee that there is no adverse
consequence in the sequence of events or the neasures that the
division has wundertaken in concert and partnership with Ice
Mller.

She asked for the opportunity to nove forward and inplenent the
plan in accordance with legislative intent from the previous
session and not add additional unfunded liability to the pension
system

6: 02: 09 PM

SENATOR WAGONER remarked he found it hard to conprehend that
delaying the program for the requested tinme wouldn't add a
burden to the state.

M5. M LLHORN responded the fiscal note speaks to the division's

operational costs and not to the cost of adding an additiona
8,800 nmenbers and their dependents if inplenentation is del ayed.
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SENATOR WAGONER questioned whether soneone is working to
determ ne the additional cost if inplenmentation is del ayed

M5. MLLHORN replied the actuaries haven't been charged wth
that task as yet, but it could be necessary depending on
devel opnent of SB 293.

SENATOR ELTON asked Ms. MIllhorn, as admnistrator of the
program if she would outline the difference in future costs to
the retirenent systemfor Tier IIl versus Tier |1V enployees.

M5. M LLHORN replied SB 141 redesigned the benefit plan to nake
costs going forward predictable for enployers and it was very
generous. Under SB 141 the fixed and guaranteed benefits for
death and disability and healthcare have been redesigned so that
costs going forward are known. Wth Tier IIl nmenbers the costs
are all defined benefit conponents so there is associated
volatility. Buck Consultants is looking at all 21 assunptions
for the past four years and then recalibrating themto determ ne
whet her or not they will recomrend changes.

SENATOR ELTON reiterated he would like her to outline the
difference in future cost between soneone hired on June 30, 2006
and sonmeone hired on July 2, 2006.

M5. M LLHORN responded the difference is about two percentage
points in normal cost and the new defined contribution nenbers
woul d bring in no past service cost.

SENATOR ELTON said he'd like to see the nunbers when they're

avail able. He wouldn't dispute that a Tier I or Tier |l enployee
is nore expensive than a Tier |V enployee, but he hasn't seen
any figures outlining the difference between a Tier Il and Tier

|V enployee. Before a decision is mde there nust be sone
understanding of the real cost of a delay, he said.

CHAI R THERRI AULT agreed that the Finance Conmttee would want
that information

SENATOR HUGA NS asked if Tier | benefit plans would change in
any way.

M5. MLLHORN replied the benefits for Tier |, Tier Il, and Tier

1l  enployees are constitutionally protected and would not
change.
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SENATOR HUGG NS asked if that includes <cost of [living
adj ust nment s.

M5. M LLHORN said yes. She el aborated saying there are two post
retirement pension adjustnments (PRPAs). One is automatic and the
other is ad hoc. The change in SB 141 establishes a ceiling such
that the funding level nust be at 105 percent before the
adm ni strator can authorize the ad hoc PRPA. The automatic PRPAs
are still benefits that all nenbers are entitled to in accords
with the statute provisions.

SENATOR ELTON asked if it's true that new enpl oyees' retirenent
contracts can't be changed retroactively so any errors that
aren't identified and corrected by HB 475 won't be changed unti
a future Legislature corrects the m stake.

M5. M LLHORN explained that Ice MIler would have the ability to
file a revision to the plan determnation letter that has been
filed and the IRS would provide a determ nation associated with
the filings. If additional changes are needed, the State would
be given the opportunity to deal with the issue(s) that would
result in any adverse action.

SENATOR ELTON clarified he wasn't asking about IRS filings that
could lead to plan revisions; he was asking about new enpl oyees’
retirement contracts and whether or not they could be revised if
errors are subsequently found.

M5. M LLHORN expressed confidence that that problem has been
addressed because the Departnent of Law has anal yzed SB 141 and
dealt with all benefit provisions. Sone of the suggested changes
are incorporated in HB 475 so the areas of benefit provision and
the admnistration of the benefits have undergone due diligence
and the bill wll be inplenmented as the Legi sl ature intended.

SENATOR ELTON referenced the tinetable for receiving IRS
determ nation and asked if the process mght require |egislative
action.

M5. MLLHORN replied it would depend on the deternmination from
t he I RS.

SENATOR ELTON questioned whether the 90-day deadline mght not
be problematic if the Legislature isn't in session.

M5. MLLHORN said her understanding is that the IRS could ask
for a course correction when it issues the determ nation. Wen
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the State subnmits the correction it would include information
relating to the timng of the next |egislative session.

CHAI R THERRI AULT asked for the will of the commttee.

SENATOR WAGONER npotioned to report SB 293 and attached fisca
note(s) from conmttee with individual recomendations. There
bei ng no objection, it was so ordered.
Confirmation — Scott Nordstrand, Conm ssioner, Departnent of
Adm ni stration

6: 21: 04 PM

CHAI R THERRI AULT announced that he had a letter for nenbers to
sign to report Scott Nordstrand's nane to the full Legislature
for consideration as Comm ssioner of Administration and that
signing the letter in no way indicates a preference for voting
on the confirmation.

There being no further business to cone before the conmttee
Chair Therriault adjourned the neeting at 6:21:33 PM
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