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JOHN BOUCHER, Deputy Conmi ssi oner

O fice of the Conm ssioner

Departnent of Adm nistration

Juneau, Al aska

POSI TI ON STATEMENT: Provided a Power Point presentation entitled,
"Departnent Overview, " dated 5/26/16, and introduced HB 4002.

M CHELE M CHAUD, Chief Health O ficial

D vision of Retirenent and Benefits

Central Ofice

Department of Adm nistration

Juneau, Al aska

POSI TI ON STATEMENT: Answered questions during the hearing on HB
4002.

ACTI ON NARRATI VE

11: 05: 49 AM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee nmeeting to order at 11:05 a.m Representatives O sen,
Colver, Tilton, Kito, Josephson, Hughes (via teleconference),
and LeDoux, were present at the call to order. Al so present
were Representatives MIlet, Seaton, and Stutes.

HB4002- I NS. FOR DEPENDS. OF DECEASED FI RE/ POLI CE

11: 06: 14 AM

CHAI R OLSON announced that the only order of business would be
HOUSE BILL NO 4002 "An Act relating to nmgjor nedical insurance
coverage under the Public Enployees' Retirenent System of Al aska
for certain surviving spouses and dependent children of peace
officers and firefighters; and providing for an effective date."

11: 07: 19 AM

JOHN BOUCHER, Deputy Comm ssioner, Ofice of the Conmm ssioner,
Department of Administration (DOA), provided a brief background

on HB 4002, noting that the bill addresses the deaths of
i ndividuals who have served the State of Alaska in protective
services capacities. As a result of recent deaths, a gap in

benefits was identified, and the admnistration is introducing
HB 4002 with the goal of providing premumfree nedical coverage
to famlies of peace officers and firefighters who are killed in
the line of duty. M. Boucher said the first issue addressed by
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the bill is that surviving spouses and dependent children are
not eligible for premumfree nedical coverage until survivors
beconme eligible for those benefits at retirenment age, thus there
is a gap in coverage.

CHAIR COLSON recognized Representati ve MIIl et as havi ng
introduced the original bill in this regard.

11: 09: 24 AM

MR. BOUCHER stated HB 4002 allows surviving spouses and
dependent children to obtain prem umfree nedical care upon the
instance of an occupational death of a peace officer or

firefighter. The state has multiple tiers in its retirenent
system and portions of the bill relate primarily to Public
Enpl oyees' Retirement System (PERS) Tier 11, Tier 111, peace

officers and firefighters, and portions relate to PERS Tier 1V,
known as the Defined Contribution Retirement (DCR) plan. The
second issue is that under the DCR plan, survivors cannot access
health care until the deceased nenber would have reached 25
years of service, and nust also pay 100 percent of the prem um
however, HB 4002 allows the premum to be paid by the state on
behal f of the surviving spouse or dependents of peace officers
and firefighters, upon the instance of an occupational death.
M. Boucher pointed out that Tier IV plan is a premum share
pl an, therefore, the nenber contributes a certain portion of the
total prem um dependent upon the nunber of years of contributed
service. Upon the instance of an occupational death of a peace
officer or firefighter, survivors' benefits are received
premumfree until Medicare tales effect, and then contributions
begi n based upon years of service [slide 2].

MR. BOUCHER said that the third issue addressed by the bill is
that the Tier IV plan requires a nenber to retire directly from
the plan, thus a nmenber would have to work in the twelve nonths
prior to retirenent. For exanple, if a defined contribution
retirement plan nenber worked five or ten years, and then was
killed in the line of duty, and their dependent(s) continued to
receive an occupational death benefit, they could not retire

directly from the plan. He explained the bill made a technica
fix that had to occur for certain nenbers, because it was
inpossible for them to retire directly from the plan. M .

Boucher continued to issue four, which affects all tiers, and
expl ained that health benefits are not available to dependent
children of PERS plan nenbers if the nenber died and there was
Nno surviving spouse. The bill would allow access to nedica
benefits to which dependents are entitled, in cases where there
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is no surviving spouse, such as a single parent famly [slide
3]. He directed attention to slide 4, which addressed the issue
of the individual occupations that would be covered by HB 4002,
and advised that statutorily-defined peace officers and

firefighters include the follow ng: police, chief of police,
r egi onal public safety of ficer, correctional of ficer
correctional superintendent, firefighter, and fire chief. The

occupations are a subset of PERS referred to as peace/fire, and
whi ch incorporates about 1,900 nenbers who are state enpl oyees,
and roughly 1,700 nenbers spread across 43 political
subdi vi si ons.

REPRESENTATI VE COLVER asked whether nmunicipal and other non-
state |aw enforcenent officers and firefighters are required to
be nenbers of the PERS system or if menbership is optional.

MR. BOUCHER said he is aware there are volunteer and contract
firefighters who do not have a relationship with PERS.

11:16: 01 AM

M CHELE M CHAUD, Chief Health Oficial, D vision of Retirenent
and Benefits (DRB), DOA, said that different municipalities and
political subdivisions elect to participate in PERS, and part of
their election allows them to exclude certain classes of
enpl oyees; therefore, any nunicipality or political subdivision
could choose to exclude peace officers and firefighters from
participation in PERS.

REPRESENTATI VE COLVER relayed that sone volunteer firefighter
prograns have had issues with their enployees' eligibility for
PERS due to their |imted hours of work. He asked for
clarification on whether the intent of the proposed |egislation
as drafted, <covers volunteer firefighters, energency nedica
service (EMS) workers, and nunicipal firefighters.

MR. BOUCHER agreed to provide this information.

CHAIR OLSON recalled proposed legislation in 2015 which was
related to three service areas in the Interior that have a
contract with a private firm and have opted out of PERS, the
Teachers' Retirenent System (TERS), and "everything else.” He
agreed that there are other entities in the state that are
privately contracting insurance and benefit packages.

REPRESENTATI VE COLVER noted that the Matanuska-Susitna Borough
(Mat-Su Borough) tried to I[imt the anount of tine firefighters
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and EMS volunteers worked so that they would not qualify for

PERS. After litigation, there is now a consent agreenent. Sone
workers are fulltine and sonme are limted to 20 hours per week;
he said the proposed legislation needs to identify who will be
covered of those working in  rnunicipal vol unt eer fire
depart nents. Representative Colver continued, "... WMt-Su has
huge fire departnments and it's generally, nost of the staff are,
are part-tinme because of the PERS issue.” He then questioned
whet her EMS, such as anbul ance drivers, are covered under the
statutory definition. In Anchorage, the professional departnment

cross-trains workers to serve as both firefighters and EVMS crew,
and he stressed for clarification on their status related to the
proposed | egi sl ati on.

MR. BOUCHER explained the intent of HB 4002 is to limt its
effect to enployees who have an existing relationship with the
PERS system if there is no preexisting relationship wth PERS
there is no coverage. He said, "The intent is, to, you have to
have that existing relationship with PERS, which, based on the
coments from Ms. M chaud, would essentially be determ ned by
the participation agreenent between the state and the politica
subdi vi sion. "

11:20: 48 AM

REPRESENTATI VE LEDOUX asked whet her - under the current system -
coverage woul d exist for soneone who was not killed in the line
of duty, but was disabled to the extent that they could no
| onger work.

MR. BOUCHER answered that PERS has an occupational death and
disability benefit, thus the injured worker could receive a
di sability benefit.

REPRESENTATI VE JOSEPHSON stated that he introduced a bill during
this and a previous |egislative session, on behalf of an officer
in the Anchorage Police Departnent (APD) who pointed out that if
an APD officer were to be grievously injured on the job, no
retirement benefits would be received during his conval escence.
In fact, retirement benefits woul d be "frozen" whi |l e
conval escing in a hospital or at hone, and the officer would be
covered only by workers' conpensation. Represent ati ve Josephson
said the bill he introduced would correct the present policy,
and he asked M. Boucher whether it would "cover this, this gap
where there'd be no retirenent coverage."
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MR. BOUCHER said he did not know about workers' conpensation
coverage and woul d research this question

CHAI R OLSON asked how nmany bargaining units the state has that
cover "these people.”

MR BOUCHER said two are the correctional officers and the
Public Safety Enpl oyees Association (PSEA), and he woul d provide
ot hers.

CHAIR OLSON asked whether the aforenentioned bargaining units
have optional coverages in their "packages" from which enpl oyees
can choose.

MR. BOUCHER offered his wunderstanding that PSEA has sone
opti ons. In further response to Chair O son, he said options
i nclude accidental death, disability, and assisted care. He
said that the state has a suite of voluntary insurance benefits,
including life insurance for all Al askaCare nenbers and those
who have access to the Al aska Supplenental Annuity Plan (SBS-
AP) .

CHAIR COLSON requested that M. Boucher provide the conmmttee
copies of both the current and previous contracts by the next
nmeeti ng.

MR. BOUCHER agr eed.

11: 24: 38 AM

REPRESENTATI VE LEDOUX returned to her previous question and
asked whether under the ~current system health insurance
benefits would be termnated for a worker - and his/her
dependents - who was grievously injured on the job and was not
able to return to work.

M5. MCHAUD offered her wunderstanding that if appointed to a
disability benefit under the PERS system nenbers and their
eligible dependents are entitled to health insurance, at | east
under the Tier Il and Tier IIl plans, and she would inform the
conmittee on entitlenent under Tier IV

MR. BOUCHER returned attention to slide 5, which provided a
brief history of the proposed |egislation. Fornmer CGovernor Sean
Parnell worked with |egislators on proposed HB 66 and proposed
SB 202, which covered all PERS and TRS enpl oyees, renoved the
requirenent in the DCR plan to retire directly from the plan,
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and those provisions, when conmbined with a high anmount of
of fered coverage, resulted in a significant fiscal note. Due to
the fiscal climte at this tine, the present admnistration
sought to narrow the focus of HB 66, and he described two
attenpted revisions that did not advance. On the governor's
call for [the Fourth Special Session of the 29th Al aska State
Legislature] is HB 4002, which was nodeled on HB 66, Version S
[slide 6].

11:28: 28 AM

CHAIR OLSON added that the legislature first heard the bil
about a year and a half ago, wthout a fiscal note or an
actuarial review The conmttee held no additional neetings
because nmenbers did not receive the actuarial report until about
three weeks ago, and received the $60 million fiscal note on
[ Moy 25, 2016]. He said a second actuarial report was
distributed [May 25, 2016], and opined that the bill is "nore
manageabl e this tinme around.”

REPRESENTATI VE LEDOUX asked for an explanation of the fiscal
not e. She understood that 27 people have died in the line of
duty over the |ast decade from "all departnments,” and questioned
how coverage for 27 individuals could result in a $60 nillion
fiscal note.

CHAI R OLSON suggested that the fiscal note was in error, and may
have offered coverage to all state enpl oyees.

MR. BOUCHER affirnmed that the previously proposed |egislation
covered all PERS and TRS nenbers, and held the provision that
individuals in the DCR plan were not required to retire directly
from the plan, thus additional issues - as well as a larger
scope - contributed to the size of the fiscal note.

CHAIR OLSON clarified that the fiscal note currently discussed
was "on the original version of the first bill."

REPRESENTATI VE CCOLVER pointed out that fiscal note [ldentifier:
HB4002- DOA- PERS- 05- 24- 16] forecasts in fiscal year 2017 (FY 17)
costs of $174,000, and in [FY 22], costs of $226, 000.

11:32: 13 AM

MR. BOUCHER directed attention to slide 7, which illustrated FY
17 projected costs of $174,000, rising to $226,000 over a five-
year peri od. He said costs could be expected to increnentally
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grow over tine, depending on the cost of providing health care
to affected enployees. He continued to slide 9, which explained
why the admnistration chose the approach taken by HB 4002.
Al though the bill could expand to include others who perform
simlar work, the issue is related to whether an individual has
an existing relationship with the PERS system for exanple, if
there is no existing relationship, the legislation could violate
I nternal Revenue Service (IRS), U S. Departnent of the Treasury,
laws, by providing a benefit from a trust fund to non-
participants of said trust fund. He cautioned that a violation
of RS laws neans the plan could lose its exenpt status, which
woul d be very expensive for both enpl oyees and the state.

MR. BOUCHER further explained the potential problem of limting
the scope of the bill to a group such as the Alaska State
Troopers. In this case, DRB would have to re-define the "peace
officer/firefighter group” within the PERS retirenent system who
have, since inception, been offered a specific suite of
benefits. However, from a |egal perspective, DRB believes it is
better to offer the benefit to the entire group, rather than
of fer an enhanced benefit to a subset group. He warned agai nst
creating a system of essentially custom zed benefits - by groups
or enployers - because the system may beconme unmanageabl e [slide
10] . M. Boucher stated that HB 4002 is a conprom se which
applies the benefit to an existing, statutorily-defined group of
peace officers and firefighters that is consistent with the
| egal distinction of the group from other state enployees. In
addition, the fiscal inpact of HB 4002 is nuch smaller than if
the benefit were offered to a | arger popul ation [slide 11].

11: 38: 11 AM

CHAI R OLSON provi ded sone background information on the original
proposed | egislation beginning about four years ago. He noted
that of the 27 on-duty fatalities over the |ast decade, al nost
one-half were aircraft and other accidental fatalities, across a
nunber of departnments and divisions. Chair O son cautioned that
other entities would eventually want simlar coverage. In
response to Representative Colver, he stated he had indicated to
the adm nistration that to get the bill out of commttee, which
"is doable,” the comrittee will next hear from the actuary, the
state risk manager, and DRB

M5. M CHAUD provided a sectional analysis for HB 4002, advising
that proposed Section 1 addresses the health reinbursenent
arrangenment account that is used to pay for part of the prem um
or other qualified nedical expenses for DCR plan nenbers, by
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anending AS 39.30.400(b) to allow for eligible nenbers'
dependent child(ren) to also have access to those funds.
Proposed Section 2 renoves the gap for Tier 1l and Tier |11
nmenbers in the defined benefits portion. Currently, if a peace
officer or firefighter were to work 20 vyears, they were
considered for normal retirenent, but 25 years of service was
required to get nedical benefits, thus if a nenber suffers an
occupational death, there would be a gap where there would be no
coverage provided. This provision closes the first gap, and
also allows for dependents to be covered when there is no
surviving spouse, "which was a gap that we have in all of our
Tiers." Section 3 allows for benefits to be provided to a
surviving spouse premumfree. Currently, the eligible nmenber's
spouse had access to nedical benefits through the defined
benefit plan, but would be responsible for paying 100 percent of
the prem um

REPRESENTATI VE JOSEPHSON offered his understanding that under
the current law, if a non-public safety officer, such as a Cerk
I, were a single parent and died, then there would be no
coverage for dependents.

M5. MCHAUD answered that was correct. If there were no
surviving spouse, and a non-peace/fire nmenber passed away due to
occupational reasons, there would not be access to a nedical
plan for the dependent <child(ren). In further response to
Representative Josephson, she said if there were a surviving
spouse, the surviving spouse would be able to cover the
dependent (s). In further response to Representative Josephson

she affirnmed that the surviving spouse would have to pay for
coverage until either the survivor reached age 60, or the nenber
woul d have reached normal retirenent, which in the "all other”
category, is granted at 30 years of service, at which tine the
survivor would be eligible for premumfree nedical benefits.

REPRESENTATI VE JOSEPHSON surm sed that under the current
structure, even though one has to pay a premum it 1is
advant ageous to be a nmarried person who is a w dow or w dower,
and the state shows prejudice to single parents wunder the
exi sting | aw.

M5. M CHAUD agreed there is a disadvantage for a child(ren) when
there is no surviving spouse.

11: 46: 35 AM
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REPRESENTATIVE KITO inquired as to whether - either under the
existing or the proposed plan - a surviving spouse could
continue to receive benefits fromthe state if they got a job
and were eligible to receive their own benefits.

M5. MCHAUD stated that if a survivor is appointed a benefit, if
not eligible for premumfree coverage, they could elect to pay
for that coverage; furthernore, survivors may drop the coverage
when enpl oyed, and once the survivor reached age 60, and becane
eligible for premumfree coverage, they would be given the
opportunity to re-enroll in the plan. However, if the survivor
had active coverage through an enployer, the coordination and
benefit rules apply, thus the enployee plan would becone
primary, and the retirement plan would becone the secondary
cover age.

REPRESENTATI VE KI TO gave an exanple of a survivor working in a
state position where they were eligible for a benefit, and asked
whet her they could elect to pay the work-related benefit, or if
they would be allowed to receive the survivor benefits.

M5. MCHAUD responded that in the AlaskaCare plan, state
enpl oyees are required to participate - at least in sonme |evel
of medical coverage - if they were in a nedical benefit eligible
position, although they could elect a premiumfree coverage.

11:48:49 AM

REPRESENTATI VE COLVER directed attention to the bill on page
[3], line 25 which read:

(E) is receiving a benefit wunder (a)(3) of this
secti on.

REPRESENTATI VE COLVER r enar ked:

This sinply gives themthe option to just ... pay like
a [Consolidated Omibus Budget Reform Act] up to the
poi nt  that, where they would receive statutory
benefits as a survivor of the enployee, |ike you said

at 60, depending on the nunber of years of service in
the plan, as an option to Section 11, which is that
the state will cover the premium at no cost to the
survi ving spouse and dependent chil dren.

M5. M CHAUD asked Representative Colver to repeat the question.

HOUSE L&C COW TTEE - 10- May 26, 2016



REPRESENTATI VE COLVER surnmised there are two options: t he
surviving spouse has an option to elect to pay the premum to
keep the insurance in force, or Section 11 provides that the
prem um woul d be covered by the state retirenent system

M5. M CHAUD answered that on page 1 there is a change to AS
39. 30.400(b), which is the health reinbursenment arrangenent

account as related to the DCR plan. Section 11 allows for
dependent children to receive premumfree nedical benefits if
there was no surviving spouse, or until the surviving spouse

reaches Medicare age, at which point the "prem um subsidy piece
of these statutes"” becones effective, depending on years of
servi ce. For exanple, 25 years of service would obligate the
menber to pay 15 percent of the prem um Further, the health
rei nbursenent arrangenent account could be used to pay the 15
percent, thus there is the option, once the survivor "converts
to the prem um subsidy, other than 100 percent, to use that to,
to pay those prem uns."

REPRESENTATI VE COLVER suggested a flow chart would better
expl ain what Medicare will not pay.

M5. M CHAUD gave an exanple of a premum for a DCR plan that
cost $1,000, and if the survivor had to pay 15 percent, or $150
per nonth, the health reinbursenment arrangenent account could be
used to nmake those paynents.

11:52: 02 AM

REPRESENTATI VE LEDOUX concluded that under the current system
if there is no surviving spouse, kids are |left w thout coverage.

M5. MCHAUD responded that «currently, the statutes do not
provi de access to a nedical plan for dependents if there is no
survi vi ng spouse.

REPRESENTATI VE LEDOUX surmsed that the lack of coverage is
being fixed for the surviving children of peace officers, and
asked, "Are we fixing this for everybody el se, too?

M5. M CHAUD responded no. Under the current version of HB 4002,

the provision is limted to peace officers and firefighters
killed in the line of duty.
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REPRESENTATI VE LEDOUX asked whet her the issue could be fixed, in
order to provide the additional benefit to others that is going
to be provided for peace officers.

M5. M CHAUD advised an anendnent would require running another
actuari al analysis to determne whether there would be
addi ti onal cost associated with that change.

REPRESENTATI VE LEDOUX requested that DRB run another actuaria
analysis with that change, and opined that children would be in
a worse situation, if left wthout either parent, than if they
were left with one parent.

M5. M CHAUD sai d yes.

CHAIR COLSON said further testinony on |egal matters is
forthcom ng.

REPRESENTATI VE Kl TO suggested that the Departnment of Health and
Social Services (DHSS) could advise whether children |eft
wi thout a parent would becane wards of the state, and thereby
eligible for coverage from Denali KidCare, Alaska's Children's
Health Insurance Program (CHIP), Division of Health Care
Servi ces, DHSS.

REPRESENTATI VE JOSEPHSON opined that the state has a policy to
encourage people to enter careers in public safety - because
they are needed - and HB 4002 costs less that its earlier
iteration. However, he characterized a policy that says single
parents' children would not get sonething that married parents'
children would get as invidious, arbitrary, and capricious.
This is not discrimnation based on race, creed, or color, and
he questioned its rational basis.

CHAIR COLSON asked Ms. M chaud whether significant others are
treated any differently than spouses.

M5. M CHAUD acknowl edged that in response to a recent court
ruling, a provision was changed which "grandfathered in" a small
subset of qualified same-sex partner retirees.

CHAI R OLSON requested a copy of the change.

11:56: 45 AM

M5. MCHAUD returned attention to the sectional analysis,
briefly describing each section as foll ows:
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e Section 4 expands coverage to include spouses and
dependents of peace officers and firefighters under the DCR
pl an. Previously, the statute limted coverage to a
surviving spouse of a nenber who already retired, or was
eligible to retire at the tinme of death; HB 4002 allows
coverage for the spouse and dependents to begin imredi ately
upon the death of fallen peace officers and firefighters.

» Section 5 is conformng |anguage to expand who is eligible
to apply for benefits from"nenbers" to "a person.”

» Section 6 clarifies |anguage related to participation in
t he nedi cal plan.

e Section 7 is a new benefit; for exanple, if a DCR plan
retiree died after five years of service, their service
continues to accrue while their survivor receives an
occupational death benefit. Therefore, the survivor and
dependent child(ren) would not have any access to health
care until the years of service reach twenty-five, at which
time the survivor would pay 100 percent of the prem um
Section 7 allows for an end date for child(ren) to stop
receiving coverage if they aged-out during that waiting
peri od.

» Section 8 expands a definition to allow for coverage to a
survi ving spouse or dependent children.

e Section 9 also expands the end date so that there would be
no conflict if child(ren) age-out in the interim period of
time and coverage was not conti nued.

e Section 10 is al so conform ng | anguage.

e Section 11 provides for the survivor or the eligible
dependent <child(ren) to have coverage premumfree until
the survivor would have reached Medicare age, and at that
time coverage converts back to a nornmal prem um subsi dy.

e Section 12 renpbves a redundant reference to the
occupational death benefit.

e Section 13 repeals AS 39.365.880(c) which was reenacted
under AS 39. 365. 880(b).

* Section 14 adds a new section that allows for the adoption
of regul ati ons.

e Section 15 provides for benefits to be retroactive to
January 1, 2013.

e Section 16 al | ows Secti on 14 to becone effective
i mredi ately after enact ed.

e Section 17 provides regulations to be effective January 1,
2017.
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12: 02: 11 PM

CHAIR OLSON asked for the purpose of the January 1, 2013,
[retroactivity] date

MR. BOUCHER replied that that date was set to nake certain the
state covered the aforementioned fatalities. In further
response to Chair Oson, he said [2013] was the year of the
first fatality.

REPRESENTATI VE JOSEPHSON posed an exanple of a vehicle crash
Novenber 24, 2012, |eaving one dependent spouse and no chil dren,
and asked whet her that spouse would be eligible for health care.

MR. BOUCHER answered that if an incident occurred prior to
January 1, 2013, no; he pointed out that the two qualifiers are:
peace/fire [nmenber] and occurrence after January 1, 2013.

[ HB 4002 was hel d over.]

12: 05:14 PM

ADJ OURNVENT

There being no further business before the conmttee, the House
Labor and Commerce Standing Conmittee neeting was adjourned at
12: 05 p. m
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