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"An Act relating to mmjor nedical insurance coverage
under the Public Enployees' Retirenent System of
Alaska for certain surviving spouses and dependent
children of peace officers and firefighters; and
providing for an effective date."

4:14:16 PM

Co- Chair Thonpson di scussed the neeting agenda.

JOHN BOUCHER, DEPUTY COWM SSI ONER, DEPARTMENT OF
ADM NI STRATI ON, provided a PowerPoint presentation titled
"Alaska Departnent of Admnistration Departnment Overview'
dated June 14, 2016 (copy on file). He turned to slide 2:
"HB4002: What the Bill Does":

Goal : Provide premiumfree nedical coverage to famlies
of peace officers and firefighters killed in the |ine of
duty

e Issue 1: Surviving spouses/dependents are not eligible
to receive premumfree health benefits until survivor
becones eligible for those benefits at retirenment age.

e Solution 1: Bill allows surviving spouses/dependents
to start prem umfree medi cal cover age upon
occupational death of peace officer /firefighter.

e lIssue 2: Defined Contribution Plan (Tier 1V) does not
allow access to health coverage until the tinme at
whi ch the deceased nenber would have reached 25 years
of service. At that tine, coverage nmay be accessed
with 100% cost to surviving spouses/dependents until
the tinme at which the survivor reaches Medicare age.

e Solution 2: Bill allows 100% prem um subsidy for
surviving spouses/dependents of peace officers/fire
fighters upon occupat i onal deat h of peace
officer/firefighter until survivor reaches Medicare

age. At Medicare age, premum subsidy and access to
heal t h rei mbur senent arrangenent begin.

4:17:52 PM

Representative Gattis asked what age dependents "age out."
M. Boucher answered that it was 23 if a person was in
college; it was 19 ot herw se.
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Representative GQuttenberg pointed to the last I|ine of
solution 2 on slide 2. He inquired about access to a health
rei mbursenent arrangenent (HRA). M. Boucher answered that
as part of each Tier 1V enployee' s enployer contribution a
nmont hly paynent to an account was set up with the intention
that later they could access the account to use the noney
to offset the premium share or other eligible nedical
costs.

Vi ce-Chair Saddler asked about the health reinbursenent
arrangenment, as he did not understand M. Boucher's answer.
M. Boucher replied that for each enployee in the Public
Enpl oyees' Retirenment System (PERS) Tier |V a contribution
was nmade by the enployer to an individual account earmarked
for use by the individual. The state held the account for
the individual until they were eligible to use the funds.
For exanple, a retired person used a portion of their HRA
to offset the nonthly premium they would have to pay. It
was a way of defraying future healthcare costs for the
retired individual.

Co-Chair Thonmpson surmsed that if soneone was 25 years
old, became a police officer, served 25 years, then
retired, they would be 50 at the tinme of their retirenment.
He suggested that from 50 to 65 years of age the individual
would be able to access the account to offset their
prem uns. He asked if he was correct. M. Boucher deferred
to Ms. M chaud.

M CHELE M CHAUD, CH EF HEALTH OFFI CER, DEPARTMENT OF
ADM NI STRATI QN, agreed with the scenario provided by Co-
Chair Thonpson. She elaborated that a peace officer or
firefighter with 25 years of service was eligible to retire
from the plan but was not eligible to access a prem um
subsidy wuntil turning 65 Medicare age eligible. The
heal t hcare rei nbursenent arrangenment could be used to pay
the full premumin the interim period. Simlarly, someone
with 10 years of service that retired at age 65 had to pay
a portion of their premum The healthcare reinbursenent
arrangenent could be used for that individual to pay for
their portion of the prem um

Vi ce-Chair Saddler asked if there was nobney put away in an
account every pay period for someone as soon as they
started working which could be accessed later in their
career or upon retirenent. M. Boucher responded in the
affirmati ve.
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4:22:10 PM

M. Boucher continued to slide 3: ""HB4002: What the Bill
Does":

* Issue 3: Current law requires DCR retirenment plan
menbers to retire directly from PERS plan in order to
be eligible for nedical benefits.

e Solution 3: HB 4002 renoves this requirenent, but only
for survivors of peace officers/fire fighters that
experi ence occupational death.

e Issue 4: Benefits not available to dependent children
of PERS plan nmenbers if nmenber dies and there is no
survi vi ng spouse.

e Solution 4: HB 4002 extends eligible nedical care
expenses to include deceased peace officer/firefighter
menber’ s dependents.

M. Boucher elaborated that in the instance where an
individual was killed in the line of duty they obviously
did not have the opportunity go through what he described
as the "retirenent gate" to becone eligible. The departnent
had to address the issue within the |egislation. He noted
that there was a special exception witten to resolve the
issue for those individuals that would be eligible for the
heal t hcar e.

Co- Chair Thonpson noted issue 4 and asked if children would
only be eligible until the age of 23. M. Boucher answered
that 23 years of age was the maxi num They woul d age out at
19 if they were not neeting the requirenents for
eligibility.

Co- Chair Thonpson suggested that going to college was a
requirenent.

M . Boucher addressed who was covered by the |egislation on
slide 4: "HB 4002 - Who is Covered":

« 3,639 nenber s desi gnat ed as peace
officers/firefighters in PERS system

e 1,916 are state enpl oyees
e 1,723 are enployed by 43 political subdivisions

o Statutory-defined “peace officer” and “firefighter”
includes: police, chief of police, regional public
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safety officer, ~correctional officers, correctional
superintendents, firefighter, fire chief

e Does NOT include VPSGCs or any contracted police or
firefighter positions

Co- Chair Thonpson asked for a breakdown of firefighters. He
asked if the nunber of enployees included the D vision of
Forestry. M. Boucher would follow up with an answer to Co-
Chai r Thonpson's questi on.

Co- Chair Thonpson requested that the answers be provided to
his staff.

Representative GQuttenberg asked how a regional public
safety officer differed from a Village Public Safety
Oficer (VPSO. M. Boucher would have to find out and get
back to the conmttee.

4:25:39 PM

Representative Wl son wondered if the enployees on slide 4
i ncluded state, borough, and other municipality enployees.
She wondered if the boroughs and nunicipalities would be
paying for their enployees or if the state was picking up
the tab for all 3,639 nenbers. M. Boucher answered that
currently due to the PERS contribution rate being capped, a
change in the contributions for the individual enployers

would mean an increase in the overall Iliability to the
system Since the enployers were currently held harnl ess at
22 percent and the rate was over 22 percent, it would

result in an increase in the annual state assistance
paynent. However, should the rate fall below 22 percent,
the individual enployers with peace and fire enployees
woul d potentially bear the cost of increased contribution
rates. It would only be those enployers who had peace and
fire enpl oyees t hat coul d experience i ncreased
contri butions.

Representative WIson provided a scenario. She asked for
verification that the percentage would have nore of an
inpact on the nunicipalities rather than the bill itself.
M. Boucher responded that there would be enployer
contribution increases associated with the benefit. He
continued to address slide 4. He noted that the |egislation
did not apply to any VPSGs or any contracted police or fire
positions because they were contractual rel ati onshi ps
| acking a participation agreenent in PERS.
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M. Boucher turned to slide 5: "HB 4002 - Bill Hi story":

e CGovernor Parnell worked with legislators on HB 66 and
SB 202, which included all PERS & TRS enpl oyees and
removed the DCR requirenent to retire directly from
the plan, resulting in large fiscal note.

e Leg Legal revised HB 66 (version P) to expand health
i nsurance under AS 39.30.090 (G oup Insurance), but
this statute does not apply to Troopers because they
have their own health trust and thus were not included
in this version of the bill.

e Law and Leg Legal drafted a new version of HB 66
(version S), but no hearings were held. Rep. Mllet
pulled the bill and rolled it into SB 91.

e House renpved HB 66 from SB 91

4:30: 07 PM

M . Boucher continued on slide 6: "HB 4002 - \Were we are
Now'" :

» Covernor Wal ker introduced HB 4002, nodeled on HB 66
(version S)
e« HB 4002 returns to the PERS system QOccupati onal
Deat h benefit as the vehicle
e Limts application to peace of ficers and
firefighters, resulting in a smaller group and a
| ower cost

Co- Chair Thonpson assumed that volunteer firefighters would
not be included under the legislation. M. Boucher agreed.
He detailed that if there were no ties to PERS they would
have no vehicle to gain access to the benefits.

Co- Chair Thonpson assuned volunteer firefighters were not
enpl oyees. M. Boucher answered, "Correct.” It was an
i nportant distinction and narrowed the scope of the bill to
t hose who were covered by existing PERS rel ati onshi ps.
M. Boucher addressed slide 7: "HB 4002 - Costs":

Wiy is this a state cost versus an enpl oyer cost?

Since the PERS enployer contribution rates are capped
at 22 percent and the effective rate is projected to
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be above 22 percent, any increase in total liability
or contributions by enployers results in an increase
in the annual State Assistance paynent, currently the
statutory responsibility of the state.

VWhat if the PERS total contribution rate falls bel ow
the 22 percent cap?

The increased contribution rate for PERS P/F enpl oyers
associated with this benefit would be a cost borne by
enpl oyers that have P/ F enpl oyees.

M. Boucher reported that the total costs related to the
bill started out at about $174 thousand annually and would
increase to $226 thousand. A fiscal note was put forth with
the legislation because of the current situation with PERS
If additional benefits were needed in the contribution
rates it essentially, in the state's current paradigm
resulted in an increase in the state assistance paynent.
However, if the paradi gm changed at any point in the future
the participating enployers contributing on a regular basis
to police and fire retirenment would experience an increase
in their contribution.

4:34: 02 PM

Representative Gattis asked what the state had done in
reference to the famlies since the prior admnistration's
initiation of the bill. M. Boucher answered that sone of
the state troopers and the famlies affected by a
particular incident that occurred in 2013 had received
medi cal care coverage by the Departnment of Public Safety
(DPS) out of its budget.

Co-Chair Thonpson clarified that in the operating budget
there was a $174 thousand line item that covered famlies
of deceased police officers. The bill ained at getting the
i nsurance in statute.

Representative Gattis noted that there were peace officer
deaths going back to the 80's. She wondered if the state
had al ways i ncluded conpensation for the famlies in a line
item since that time. M. Boucher answered that he was
unawar e of individuals being covered until recently.

Representative Gattis reiterated her understanding of M.
Boucher's statenent. M. Boucher agreed and el aborated that
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the bill would also deal retroactively with the individuals
affected by the 2013 incident.

Representative Gattis asked for additional clarification.
M. Boucher responded that the effective date of the bil
was January 1, 2013.

Representative Gattis queried about the retroactive date
since the state was already paying the bill since 2013. M.
M chaud answered that the benefits vested were based on the
menber and not their survivors. A survivor could not be
vested into a benefit. The retroactivity date was necessary

in the bill in order for the deceased individuals to be
vest ed.

4:37: 08 PM

M. Boucher turned to slide 8 "HB 4002 - Potentia

Expansi on of the Bill":

Option: Expand scope of bill to include National
Guard, VPSOs and other contractors who do simlar work
to peace officers/fire fighters

Problem These groups are not part of PERS and do not

contribute to PERS retiree health plan

* |IRS prohibits non-participants from benefiting from
pre-tax health trust funds

* Including these groups jeopardizes tax-exenpt status
of PERS retiree plan

Representative (Quttenberg understood the relationship
bet ween enpl oyees and PERS. He wondered if individuals that
were in the National Guard or who were VPSGs or other
contractors had any death benefits. He wondered what the
National Guard did. M. Boucher was not famliar wth
National Guard benefits but offered to follow up with the
information. He also offered to look into the benefits for
VPSGCs.

Representative CQuttenberg thought it would be interesting
to have the information. There were a variety of places
that VPSOs worked. He added that there were several
volunteer fire fighters. He was interested in knowng if
t hey bought insurance. M. Boucher presuned the individuals
would be part of state workers' conpensation. He was
uncertain beyond that.

House Fi nance Conmmittee 8 06/ 14/ 16 4:13 P. M



M. Boucher turned to slide 9: "HB 4002 - Potentia
Narrowi ng of Bill":

Request: Limt scope of bill to only state enployees,
i.e. Troopers

Problem Definition of “peace officers/firefighters”

woul d have to be changed for this bill, creating two
groups:
 State enployees who qualify for benefits under
PERS
* Non-state enployees who qualify for Dbenefits
under PERS

e Limting benefit to state enpl oyees woul d provide
one group w th enhanced benefit

e Wuld require substantial, potentially costly
change to existing PERS system

M. Boucher di scussed the challenge of potentially
redefining the definition of "peace officers/firefighters.”
There was a concern that it would set a precedence simlar
to that of California which had trillions of benefit
packages to admnister. He acknow edged that the state
al ready had enough prograns in place to have to adninister.
He was concerned about having the ability to adm nister the
programif it was taken to such an extrene.

4:42:16 PM

M. Boucher noved to slide 10: "HB 4002 - Conprom se
Sol ution":

* Applies to existing statutorily-defined group of peace
officers and firefighters

* Consistent with existing legal distinction of this
group from ot her state enpl oyees

* Reduces fiscal inpact conpared to previous iterations
of | egislation

e Provides solution to three Trooper famlies, after 2
years of working on issue

M. Boucher concluded his renmarks and offered to take
guesti ons.
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Vi ce-Chair Saddl er asked for the total nunber of enployees
covered by the Public Enployees' Retirenent System (PERS).
M. Boucher would follow up with a precise nunber. He
estimated the nunber to be in excess of 40, 000.

Vice-Chair Saddler referenced a coment M. Boucher had
made regarding fiscal notes showi ng the cost of providing
premumfree health insurance for all PERS enployees. He
asked for the anount of the fiscal note. M. Boucher
believed it was in excess of $2.5 million to $3 million per
year and escal ati ng.

Vice-Chair Saddler asked what DCR stood for. M. Boucher
answered, "Defined contribution retirees, as opposed to
defi ned benefit."

Vi ce-Chair Saddler asked if the occupations of police and
fire fighters experienced the highest occupational death
rate. M. Boucher replied that the state did not have
occupati onal related death rates. However, when the
departnment | ooked at the experience of the peace/fire group
versus the "all other" group the peace/fire group had a
hi gher death rate. He added that the departnent could see
that there could be other high hazard occupations in the
"all other' groups. They mght be in a pool of occupations
that had a wide variety or very |ow death ri sk.

Vi ce-Chair Saddl er qgqueried about the potenti al for
litigation for unequal coverage. He wondered iif the
departnment had considered the issue. M. Boucher responded
that the departnment believed that constructing the bil
along the |lines of existing groups provided the best
defense going forward. To say that the state would be
inpervious to a law suit would be foolish. He acknow edged
that departnent recognized that there m ght be high hazard
occupations outside of police and fire. However, when
| ooked at as a pool, the particular group had a |ower rate
of death than the peace/fire group

Vi ce- Chair Saddl er asked for any i nformation on
occupational death rates. He provided sonme exanples of
other potentially hazardous professions and expressed
concerns about disparity in providing death benefits. M.
Boucher woul d provide the information.

4:47:16 PM
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Representative WIlson referred to slide 7. She asked how
the benefit worked. M. Boucher provided an exanple. He
suggested that if an individual died prior to the 25 years
and received an occupational death benefit, they would
continue to accrue service and contributions to the HFA
until the time they would have reached retirenent age. At
that tine they would change to retirement status in the
system

Representative WIson believed the cost seened high. She
did not have a problem with the benefit part of the bill.
She noted how high the health costs were and wondered about
t hem M. Boucher responded that conmpari sons were
| egitimate. However, noney was also being set aside for an
antici pated future occurrence of incidents.

Representative WIson asked for a breakdown of the $174
t housand. M. Boucher answered that it would be part of the
occupational death benefit, which was part of a Ilarger
pool. There was also sonme retroactivity in the bill. The
state would potentially be liable for sone retroactivity.

4:50: 57 PM

Representative WIson asked if the state had already been
payi ng $174 thousand before the bill was introduced. M.
Boucher answered in the negative. Hi s understanding was the
$174 thousand was being paid from DPS budget. In other
words, the departnent was taking a portion of its
al l ocation to cover the cost.

Co- Chair Thonpson rel ayed that the budget showed the nunber
in anticipation of the passage of the bill.

Representative WIlson was dividing $174 thousand by 3 which
equal ed $58,000 per famly. She thought the anount was
hi gh. She asked how nuch the state would be setting aside
for 3 specific famlies and how nuch was being saved in the
event of tragedy in the future. M. Boucher responded that
there were other eligible individuals who fell wunder the
unbrella of the bill.

Co- Chair Thonpson announced that in about 3 mnutes he
woul d be recessing the neeting.

Representative Gattis asked if M. Boucher could breakdown
the nunbers and provide them to the chairs. She had nore
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than 3 famlies on a list. She asked him to provide the
rel ated nunbers. She queried what "SO' neant. M. Boucher
believed "SO' stood for significant other.

Co-Chair  Thonpson asked M. Boucher to provide the
information to his staff.

Representati ve Edgnon requested that M. Boucher provide
information regarding any benefits for VPSOs through non-
profits.

Co- Chair Thonpson believed VPSCs were under contract. The
state provi ded grants to comunities and tribal
or gani zati ons who then hired VPSCs.

HB 4002 was HEARD and HELD in commttee for further
consi derati on.

Co- Chair Thonpson recessed the neeting to a call of the
chair [Note: the neeting never reconvened]. He discussed
the schedule for the following neeting. He nentioned that
if there were anendnents that nenbers wanted to put forward
for HB 4002 they should be submitted to his office no later
than 5:00 p.m the follow ng day.

#
ADJ OURNVENT

4:55:34 PM

The neeting was adjourned at 4:55 p.m
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