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O F F I C I A L  B U S I N E S S

M E M O R A N D U M

To: All M e m b e r s  of the
Ho u s e  of R e p r e s e n t a t i v e s

From: R e p r e s e n t a t i v e  T e r r y  G a r d i n e r

D a te : M a r c h  19, 1 9 7 9

Re: H B  373, s o c i a l  s e c u r i t y  o p t - o u t

A t t a c h e d  is a r e s e a r c h  m e n o  f r o m  K e n  H u m p h r e y s  o f  o u r  

l e g i s l a t i v e  r e s e a r c h  s t a f f .  I a s k e d  K e n  to c o m p a r e  s o c i a l  

s e c u r i t y  p a y m e n t s  m a d e  b y  t h e  a v e r a g e  A l a s k a n  v e r s u s  the 

a v e r a g e  c i t i z e n  o f  t h e  U n i t e d  S t a t e s .  T h e  s t u d y  r e v e a l s  t h a t  
t h e  A l a s k a n  c i t i z e n  p a y s  c o n s i d e r a b l y  m o r e  t h a n  t h e  a v e r a g e  

A m e r i c a n  i n s o c i a l  s e c u r i t y  p a y m e n t s  to t h e  f e d e r a l  g o v e r n ­

m e n t .  O b v i o u s l y ,  t h i s  w o u l d  a p p l y  to b o t h  th e  e m p l o y e r  a n d  
t h e  e m p l o y e e .  S i n c e  t h e  t a x a b l e  w a g e  b a s e  is r i s i n g ,

A l a s k a n s  w i l l  c o n t i n u e  to p a y  a n  i n c r e a s i n g l y  h i g h e r  d o l l a r  

a n d  p e r c e n t a g e  ^ m o u n t  t h a n  t he  a v e r a g e  A m e r i c a n  w o r k e r .

A l s o  c o n t a i n e d  in t h e  m e m o  is i n f o r m a t i o n  r e v e a l i n g  t h a t  

s i n c e  t h e  m o n t h l y  b e n e f i t s  a r e  n o t  dire :tl y p r o p o r t i o n a l  to 
t h e  a v e r a g e  m o n t h l y  w a g e  b a s e  o n  w h i c h  t h e  b e n e f i t s  a r e  p a i d  

d u r i n g  t h e  w o r k e r s  l i f e t i m e ,  A l a s k a n s  a g a i n  s u f f e r  a d i s a d v a n  

tage. In e f f e c t ,  A l a s k a n s  w o u l d  g e t  a m u c h  s m a l l e r  p e r c e n t a g e  

of  t h e i r  e a r n i n g s  r e t u r n e d  in f u t u r e  b e n e f i t s .

T h i s  i n f o r m a t i o n  is f o r w a r d e d  b e c a u s e  I t h o u g h t  it m i g h t  be  

u s e f u l  i n  y o u r  c o n s i d e r a t i o n  o f  H B  373 , w h i c h  w o u l d  a l l o w  

t h e  s t a t e  e m p l o y e e s  to o p t - o u t  o f  t h e  f e d e r a l  s o c i a l  s e c u r i t y  

p r o g r a m  a n d  to u s e  t h e  f u n d i n g  t h a t  is p r e s e n t l y  d e d u c t e d  

f or  b e n e f i c i a l  p r o g r a m s  t h a t  t h e y  w i s h  to s e t  up.
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M E M O R A N D U M M a r c h  13, 1 9 7 9

S U B J E C T :  S o c i a l  S e c u r i t y  C o n t r i b u t i o n s  - HB 3 7 3  (W.O. £6 83 9 )  

TO: T h e  Hon e  'able T ^ r r y  G a r d i n e r

FROM: Ke i H u m p h r e y s  

S e n i o r  P o l i c y

Y o u  h a v e  r e q u e s t e d  i n f o r m a t i o n  on social s e c u r i t y  c o n t r i b u t i o n s  fo r  

A l a s k a  v e r s u s  the U n i t e d  S t a t e s  as a whole.

W e  h a v e  e s t i m a t e d  that th e  a v e r a g e  f u l l - y e a r  s t a t e  e m p l o y e e  e a r n e d  

$ 2 2 , 2 6 5  in 1978. S i n c e  e m p l o y e e  c o n t r i b u t i o n s  to social s e c u r i t y  in 

1 9 7 8  w e r e  s e t  at 6 . 0 5  p e r c e n t  o f  w a g e s  a n d  the t a x a b l e  w a g e  b a s e  w a s  

$ 1 7 , 7 0 0 ,  the  a v e r a g e  f u l l - y e a r  s t a t e  e m p l o y e e  w o u l d  c o n t r i b u t e  the 

m a x i m u m  o f  $ 1 , 0 7 0 . 8 5 .  F o r  the U.S. as a w' le, the a v e r a g e  c o v e r e d  

s a l a r y  in 1 9 7 7  w a s  $ 9 , 7 7 9 . 4 4 .  If w e  a d j u s t  this f i g u r e  u p w a r d  by 10 

p e r c e n t  to g e t  an e s t i m a t e  of the 1 9 7 8  a v e r a g e  c o v e r e d  w a g e  a n d  m u l t i p l y  

b y  6 . 0 5  p e r c e n t ,  w e  a r r i v e  at an a v e r a g e  social s e c u r i t y  c o n t r i b u t i o n  o f  

$ 6 4 8 . 3 9 .

T h e s e  are r o u g h  f i g u r e s ,  but it c . e a r  t h a t ,  as y o u  s u s p e c t e d ,  the 

a v e r a g e  s t a t e  e m p l o y e e  in A l a s k a  p a y s  c o n s i d e r a b l y  m o r e  in d o l l a r  ten.-, 

in s o c i . 1 s e c u r i t y  c o n t r i b u t i o n s  t han an a v e r a g e  w a g e  e a r n e r  in the 

U. S. as a w h o l e .  T h i s  is t r u e  d e s p i t e  th e  fac t  t hat, as a p e r c e n t a g e  

o f  total p a y r o l l ,  f u l l - y e a r  s t a t e  e m p l o y e e s  in A l a s k a  in 1 9 7 8  p a i d  a 

l i t t l e  o v e r  4 p e r c e n t  w h i l e  w a g e  e a r n e r s  in the U. S. as a w h o l e  p a i d  on 

t h e  o r d e r  of 5 . 5 p e r c e n t  of t h e i r  total ea r n i ng s .

T h e  d i s c r e p a n c y  b e t w e e n  c o n t r i b u t i o n s  m a d e  by the a v e r a g e  f u l l - y e a r  

s t a t e  e m p l o y e e  in A l a s k a  and  the a v e r a g e  w o r k e r  in the L o w e r  4 8  c a n  be 

e x p e c t e d  to  i n c r e a s e  in fut u r e  y e a r s .  A n  a v e r a g e  c o v e r e d  w o r k e r  in the 

U. S. in 1 9 7 9  is p r o j e c t e d  to e a r n  $ 1 1 , 6 5 5  an d  w o u l d  c o n t r i b u t e  6 . 1 3  p e r c e n t  

o r  $ 7 1 4 . 4 5 .  As'urning t h a t  the a v e r a g e  f u l l - y e a r  s t a t e  c m p U  'ee e a rn s  

$ 2 2 , 3 9 0  ( t h e  1979 t a x a b l e  w a g e  b a s e)  or m o r e  in 1979, hi s  cc ' t ribution 

w o u l d  be $1 ,403.77.

T h e  fact t hat the s o c i a l  s e c u r i t y  b e n e f i t  s t r u c t u r e  is h i g h l y  s k e w e d  in

f a v o r  of l o w  in co m e  w o r k e r s  m a y - b e  of g r e a t e r  s i g n i f i c a n c e  t h a n  the 

d i f f e r e n c e  in c o n t r i b u t i o n s .  The, f o l l o w i n g  t a b l e  s h o w s  b e n o f i i s  that

w o u l d  be p a i d  to a h y p o t h e t i c a l  65 y e a r - o l d  m a l e  w o r k e r  r e t i r i n g  in

/
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J a n u a r y  o f  1 9 7 9  w i t h  t h r e e  l e v e l s  of c o v e r e d  e a r n i n g s  f o r  1 9 5 6 - 1 9 7 3 .  

B e n e f i t s  as a p e r c e n t a g e  o f  c o v e r e d  e a r n i n g s  a r e  m u c h  h i g h e r  u n d e r  the  

l o w e r  w a g e  a s s u m p t i o n s .

B e n e f i t  as  a P e r c e n t a g e

A v e r a g e  M o n t h l y  W a g e  M o n t h l y  B e n e f i t  o f  A v e r a g e  M o n t h l y  W a g e

$ 6 3 2 . 6 1  $ 5 0 3 . no 8 0 %

( M a x i m u m  $ 1 7 4 , 6 0 0  total 

c o v e r e d  e a r n i n g s /

$ 4 7 4 . 4 6  $ 4 1 2 . 8 0  8 7 %

( $ 1 3 0 , 9 5 0  total c o v e r e d  

e a r n i n g s )

$ 3 1 6 . 3 0  $ 3 1 4 . 9 0  100

( $ 8 7 , 3 0 0  total c o v e r e d  

e a r n i n g s )

I h o p e  t h i s  i n f o r m a t i o n  is useful in y o u r  c o n s i d e r a t i o n  o f  M B  373. 

P l e a s e  let us k n o w  if y o u  h a v e  f u r t h e r  q u e s t i o n s .

KH: j m
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T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  
E L E V E N T H  L E G I S L A T U R E

-FISCAL N O T E

I. F £ Q U E S T
Bill/Resolution No..___________CS for House Bill 373 _________________
Title  Withdrawal From the Federal Social Security System
Requested bv House Rules  p ate

II. FISCAL DETAIL
Agency Affected Administration - Division of Retirement and Benefits_______________

Program Category Affected Retirement and Benefits (OTHER BENEFITS)
BRU, Program, or Subprogram(s) Affected 02-96-8-01-02-00
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)

E X P E N P 'T U R E S  ^Thousands of Dollars)

• F Y  79 F Y  80 F Y  81 F Y  82 FY 83 F Y  84

100 P E R S O N A L  S E R V I C E S . 8Q..9 85.8 90,9 96.4 102.2
20 0 T R A V E L  .

3 0 0 C O N T R A f T U A I 186.6 30.8 30.8 30.8 70.8

4 0 0 C O M M O D I T I E S 3. 0  . 3.0 3.0 3.0 a . 0

500 E O U 1 P M E N T 1.5 0.1 0.1 0.1 0.1
600 L A N D  <L S T R U C T U R E S

70 0 _ T R S _ S T A T £  M A T C H

100 B E N E F I T S -0- (1290.9f (i560.6]j ('1713.7) (1874.51

T O T A L 272.0 (1171.2) (1435.8) (1583.4) (1738.4J

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D (1057.3) (1278.0) (1403.5) (1535.3)

F E D E R A L  F U N D S ( 6 9 . 4 ) C 71.H) ( 7H.B) ( 8b.Z) '

V E T E R A N ' S  F U h U ( 2 . 6 )
! ;}-!l

( 7 . 4 ) ( • 3.7)

FIS H  & G A M E  F U N D ( 7.7) 1  5 . 4 ) 1  1 0 7 3 } n r ? )

H I G H W A Y  F U N D ( 16.8 T C- 2 0 . 3 ) P  2 2 7 3 7 v 2 4 . 4 )

A I R P O R T  F U N D ( 37.4) ( 4 5 7 3 T ( 49.7) ( 5474)

C A P I T A L  F U N D ( 109.7) ( 132.7) ( 145.7) ( 159.3)

TRQGRAM"RECEIPTS 272.0 119.7 124.8 130.3 136.1

POSITIONS

F U L L  TIME 3 3 3 3 3

JPART TIME
T E M P O R A R Y  ......  _ _ _

JU. ANALYSIS (Sec Fiscal Note Preparation Instructions, Section III)
1. B r a c k e t e d  n u m b e r s  r e p r e s e n t  s a v i n g s  to S t a t e  as a result of f r e e z i n g  c o n t r i b u t i o n  

r a t e  a t  6 . 1 3 %  o f  c o v e r e d  w a g e  base. ( S i m i l a r  s a v i n g s  will a c c r u e  to S t a t e  e m p l o y e e s )

2. If e m p l o y e e s  v c t e  to o p t o u t  o f  Social Sec ur i t y :

A. All a d m i n i s t r a t i v e  c o s t s  will be funded f r o m  S t a t e  c o n t r i b u t i o n s  b ef o r e

the b a l a n c e  o f  the c o n t r i b u t i o n s  m a d e  by the S t a t e  a r e  d e p o s  .ed into

special individual e m p l o y e e  b e n e f i t  acc o u n t s . The f i r s t  six (6) m o n t h s

o p e r a t i n g  c o s t s  will be paid f rom the S t a t e ' s  general fund. T h e general

fund will then be r e i m b u r s e d  via p r o g r a m  r e c e i p t s  s t a r t i n g  1/1/80.

If e m p l o y e e s  vote not to o p t  out o f  Social Sec ur i t y :

B. A d m i n i s t r a t i v e  c o s t s  i n c u r r e d b e t w e e n  tie p a s s a g e  o f  this bill and  the 

special e l e c t i o n  will h ave to be f u n d e d  via a suppkflnental a p p r o p r i a t i o n .  

E s t i m a t e  $3 0  to $40 t h o u s a n d  will be incurred. J r  j f  - /  « 4

3. A d m i n i s t r a t i v e  c o s t s  per a t t a c h m e n t s .

IV. DATE 4/2/79__________  __P R E P A R E D  B Y  ?• Arnoldt, Director
A G E N C Y  D i v i s i o n  o f  R e t i r e m e n t  a B e n e f i t s

Original Legislative Finance P H O N E  .  4 6 6 - 4 4 6 0 ___________ ~

cc: Budget and Managemen t
Prime Sponsor (First Legislator N a m e d )  H o u s e  S t a t e  A f f a i r s  Conni tee 

O f f i c e  o f  the G o v e r n o r  ( K e t c h  Specking)
• • n



CS for House Bill 373

P E R S O N A L  S E R V I C E S :

One (1) B e n e f i t s  S p e c i a l i s t  (Range 18)

S a l a r y  and M e r i t  I n c r e a s e s  @ 6 %  y e a r l y

FY 8 0  M o n t h l y  S a l a r y  $ 2 , 1 8 6  X 12 = $ 26 , 23 2

B e n e f i t s  0 3 0 . 2 3 %  = 7,924

O n e  (1) A c c o u n t a n t  III (Range 16)

S a l a r y  and M e r i t  I n c r e a s e s  0 6 %  y e a r l y

FY 8 0  M o n t h l y  S a l a r y  $ 1 , 8 8 6  X 12 = $ 22,6 3 2

B e n e f i t s  @ 3 0 . 2 3 %  = 6,841

$ 34,161

$ 2 9 , 4 7 3

One (1) C l e r k  T y p i s t  III (R'nge 8)

S a l a r y  and M e r i t  I n c r e a s e s  @ 6 %  y e a r l y

FY 8 0  M o n t h l y  S a l a r y  $ l , l C o  X 12 = $ 13,296

B e n e f i t s  @ 3 0 . 2 3 %  =  4 ,0 1 9

$ 17,315

T O T A L  - P E R S O N A L  S E R V I C E S  $ 8 0 , 9 4 9

C O N T R A C T U A L  S E R V I C E S :

Fee to r e t a i n  a c o n s u l t i n g  f i r m  to:

(1) D e s i g n / s p e c i f y  the s u p p l e m e n t a l  b e n e f i t s

(2) T .pare Bi d  S p e c i f i c a t i o n s

(3) E v a l u a t e  Bid R e s u l t s

(4) I n t e r f a c e  b e t w e e n  c a r r i e r s  and State

$ 8 0 , 0 0 0

15,000

Data P r o c e s s i n g  S u p p o r t  (See M e m o  p,ge 4):

FY 8 0

S u b s e q u e n t  F Y ’s

FY 8 0

S u b s e q u e n t  FY's

$ 1 0 6 , 5 6 0

15,800



CS for House Bill 373

COMMODITIES:

S u p p l i e s  for e m p l o y e e s :

Forms ( e n r o l l m e n t ,  s t a t e m e n t s ,  etc.) 

P a p e r  ( C o m p u t e r  Reports, etc.)

FY 80
Subsequent FY's

$ 3 ,000 

$ 3 , 0 0 0

EQUIPMENT:

(3) Desks

(3) Ch a ir s  

(1) T y p e w r i t e r  

(1) C a l c u l a t o r

M i s c e l l a n e o u s  E q u i p m e n t

FY 8 0

S u b s e q u e n t  FY's

$ 1,500 

$ 100
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: r  Paul A r n o l d t ,  D i r e c t o r  DAIE: M a r c h  20, 197 9

D i v i s i o n  o f  R e t i r e m e n t  & B e n e f i t s  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n  fileno:

THRU: G a r y  W. M o t l e y ,  M a n a g e r ^ t e l e p h o n e n o ;

D i v i s i o n  of Data Proces'sing

fhom : S a l l y  H o o t o n ,  EDP P r o g r a m m e r  III subject . Dat a p r o c e s s i n g  Cost Estimates

^ ^ A ^ D i v i s i o n  o f  Data P r o c e s s i n g  

o>''‘ D e p a r t m e n t  o f  A d m i n i s t r a t i o n

T h e  f o l l o w i n g  are r o u g h  c o s t  e s t i m a t e s  b a s e d  o n  ou r  m e e t i n g  this 

m o r n i n g .  Costs for forms and p a p e r  a r e  not e s t i m a t e d .

A. M o d i f i c a t i o n s  to the e x i s t i n g  payroll s y s t e m  will be

m i n i m al  for r e p o r t i n g  of all c o n t r i b u t i o n s  to the 

special b e n e f i t s  a c c o u n t  to a n e w  system. E s t i m a t e s  are

b a s e d on in h o u s e  m a i n t e n a n c e  cost  o f  $30 pe r  hour.

A n a l y s t  & P r o g r a m m i n g  2 0 0  hrs 0 $ 3 0 / h r  $ 6,000

C o m p u t e r  test i n g  6 hrs C« $ 1 1 0/hr ______ 660

Total c o s t  of payroll i m p a c t  $ 6,660

B. A n e w  s y s t e m  will be r e q u i r e d  to a d m i n i s t e r  and control 

the a l l o c a t i o n  of c o n t r i b u t i o n s .  Li s t e d  b e l o w  are 

e s t i m a t e d  c osts of this ne w  s y s t e m  b a s e d  on curr en t  

c o n t r a c t u a l  c o st s  of $55 per h o u r  w h i c h  inclu de s  

c o n t r a c t u a l  e x p e n s e s .

Initial a n a l y s i s  and d e s i g n  i n c l u d i n g  forms

d e s i g n  2 0 0  hrs 0 $55 $ 1 1 , 0 0 0

A n a l y s i s  a n d p r o g r a m m i n g  c o s t s  by p r o g r a m  task

1. S e m i - m o n t h l y  c o m p u t e r  run

Fi l e  load 30 hrs 0 $55 1.65J

O n / 1 ine A b a t c h  input 150 hrs 0 $55 8 , 2 5 0

E d i t i n g  A r e p o r t i n g 120 hrs 0 $55 6 , 6 0 0

U p d a t e  & r e p o r t i n g 120 hrs 0 $55 6,600

Fil e  b a c k u p 30 hrs 0 $55 1 ,650

$ 2 4 , 7 5 0
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2. M o n t h l y  c o m p u t e r  run

C o m p a r i s o n  w i t h  Payroll 90 hrs 0 $55 4 , 9 5 0

U p d a t e  c o n t r i b u t i o n s  & report 90 hrs P $55 4 , 9 5 0

S plit  c o n t r i b u t i o n s  by type 90 hrs 0 $55 4 , 9 5 0

R e p o rt  to 5 ca r r i e r s  5 x 60 = 300 hrs 0 $55 16,500

Social s e c u r i t y  n u m b e r  c h a n g e s  40 hrs @ $55 2 , 2 0 0

P rint t u r n a r o u n d  d o c u m e n t 50 hrs 0 $55 2 , 7 5 0

$ 3 6 , 3 0 0

3. Semi annual c o m p u t e r  run

File p ur g e 60 hrs 0 $55 3 ,300

R e c o n c i l i a t i o n  o f  a c c o u n t s 100 hrs 0 $55 5 ,500

E m p l o y e  s t a t e m e n t 60 hrs 0 $55 3 ,300

$ 1 2 , 1 0 0

4. Special r e q u e s t  c o m p u t e r  runs

Label p rint 50 hrs 0 $55 2 , 7 5 0

Iwo special lists 100 hrs Q $55 5 , 5 0 0

Total D e v e l o p m e n t  Cost $ 8 , 2 5 0

Initial A d d i t i o n a l  Costs

Data e n t r y 2 , 0 0 0

C o m p u t e r  time for p r o g r a m  and  s y s t e m s

t e s t i ng 50 hrs 0 $110 5 ,500

$ 7 ,5 0 0

Initial C o s t  Totals

M o d i f i c a t i o n s  to e x i s t i n g  payroll S y s t e m  (A) 6 , 6 6 0

D e v e l o p m e n t a l  costs (B) 9 2 , 4 0 0

A d d i t i o n a l  dat a  e n t r y  & c o m p u t e r  c o s t  (C) 7,500

$ 1 0 6 , 5 6 0



E. P r o j e c t e d  annual costs

P r o g r a m  m a i n t e n a n c e 20 0  hrs @ $30 $ 6 , 0 0 0

C o m p u t e r  tes t  time 10 hrs 0 $11 0 1 , 1 0 0

C o m p u t e r  time for p r o d u c ti o n :

S e m’ m o n t h l y 30 hrs 0 $110 3 ,300

M o n t h l y 30 hrs 0 $11 0 3 , 3 0 0

Semi annual 5 hrs 0 $11 0 550

S p e c i a l s 5 hrs 0 $110 550

A nnual data e n t r y  cost 1 ,000

$ 1 5 , 8 0 0

cc: G e o r g e  C r o w d e r
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