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"An Act relating to withdrawal from the federal Social Security System;
eff. date."
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Lieutenant Governor Terry *'*" " ‘
Pouch A.*
Capitol Building 
Junoau, Alaska 9C811

RJi; Social Security Opt-Ou

on the 16th, subjecting the above referenced.

Local 71 supports Lue passage of S.B. 2 5. We do not 
support the calling for eotabllshment of 

an employee option ou the Social Security Funds, but we 
do support She right to have the State employees vote on 
the issue of opting out of the social security system.

It ia more practical for our members* to be advisea of all
alternatives on opting out, the best way to accomplish this
ia to have an election, as called for in the legislation,
on the issues of opting-out.

There have been sons runora circulating, saying Local 71 lo 
attempting to "Kill" the legislation, however, as you are 
awaxe, and evident hy thi.i letter that la not true.

Terry, 11 you have any questions on this lasue or lot t e i , 
please lee1 free to contact the undersigned.

S in c e r e l y ,

ken Spray 
Vice President 
Business Representative 
Local 71 
ATL-CIO

oc; Jin Duncan 
x u i k e  Miller 

Bill Hay
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Thomas Power*, Commissioner, Alaska Pipeline 

Commission

Jerome Trammer, Board of Electrical Examiner* 

Hugh Macaulay, Beard of Electrical Examiners

Dennis Milhouse, Board of Hairdresser* S Beauty 
Culture

Roxana Kemp, Board of Public Accountancy 

Gail Glad, Real Estate Commission 

Kenneth Calhoon, Real Estate Commission 

Gary Hilken, Real Estate Commission 

Clifford Lotaugh, Board of Veterinary Examiners

pectfulW submittedl

Rip. Fred Brown 

vChairman 
House Comr-ierc* Committee

HCS The following letter of Intent was received on HOUSE 
CSSB COMMITTEE SUBSTITUTE FOR COMMITTEE SUBSTITUTE FOR SENATE 
25 B1L1. NO. 25 (relating to withdrawal from th* federal

Social Security System, effective date):

KOun 51Alf AFFAIRS COMMlTTd 

I H IR OF lRUNl 
For HCS Foe CS For Senate Bill 75

t y amending this Bill to provide thst employee* of the division of 

mart e trsnsportation engaged in operating the State ferry lyitem who are 

Currently eatluded from th* Public Imployeel' **tire«*r>i Syttee (PfRS) 

by A5 19.35 b80(71)(c)(v) may obtain F[«5 coverage if luch coverage It 

agreed to in a collective bargaining agreement, it 1l not the Intent of 

the House State Affair* Coemttte,. that either or both partial »C th* 

collective bargaining be obligated to include a provtilon for P|RS

I
I
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HCS
covera ge  in  agreements r .eootia ’ vd h e r e a f t e r .  I t  i s  only the in ten t  o f  CSSB

2 3
t h i s  Conr.ittee t h a t  the 1 mited is s u e  of FERS coverage for  these  employees 
be a p e r m iss iv e  s u b j e c t  l o r  b arga in in g.  The p a r t i e s  a re  not compelled 

to  reach agreement on t h i s  s u b j e c t ,  j u s t  as they are  not compelled to 
agree  on wages, v a c a t io n s ,  work r u l e s ,  e t c .

F u rt h e r ,  t h i s  Conr.ittee emphasiaes th a t  the p r o v is io n s  o f  the FERS 

i t s e l f  are  not s u b je c t  to m o d if ic a t io n  by c o l l e c t i v e  b argain in g.  Ihe 

L e g i s l a t u r e  r e s e r v e s  the s o l e  r ig h t  to  amend the b e n e f i t s  and o b l i g a ­

t io n s  provided by the PERS, e ac ep t  a s  e x p r e s s l y  provided in t h i s  B i l l .

R e p re se n ta tiv e  Hike M i l l e r ,  Chairman 
House S t a t e  A f f a . r s  Conntttee

R e p r e s e n t s t s v e / le r r y  "Gardiner, Member 
House S l a t e  A f f a i r s  Conr.ittee

7^) , I' \ "P --
R e p r e s e n t a t iv e  B i l l  P a rter ,"  Heater

t e n t »11v e R l c hard~T~TTYason, Hember
House S t a i e  A f f a i r s  Conr.ittee



A M E N D M E N T  / 2

O f f e r e d  i n  t h e  H O U S E  B y  M i l l e r

T O :  H O U S E  C S  F O R  C S  S E N A T E  B I L L  N O .  25

P a g e  1, l i n e  6:

A f t e r  " r e l a t i n g  t o "  i n s e r t :  " r e t i r e m e n t  a n d  b e n e f i t s  f o r  p u b l i c

e m p l o y e e s  i n c l u d i n g "

P a g e  1, a f t e r  l i n e  8, i n s e r t :

" *  S e c t i o n  1. A S  3 9 . 3 5 . 1 6 0 ( a )  i s  a m e n d e d  t o  r e a d :

(a) W h i l e  p a r t i c i p a t i n g  i n  t h e  s y s t e m  e a c h  p e a c e  o f f i c e r  a n d  e a c h  

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

c o n t r i b u t e  4 . 5 3  ( F O U R  A N D  O N E - Q U A R T E R ]  p e r  c e n t  o f  h i s  c o m p e n s a t i o n  t o  

t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m . "

P a g e  1, l i n e  9:

D e l e t e :  " S e c t i o n  1 . "  a n d  I n s e r t  i n  i t s  p l a c e :  " S e c .  2 . "

P a g e  1, l i n e  13:

D e l e t e :  " S e c .  2 . "  a n d  i n s e r t  in i t s  p l a c e :  " S e c .  3 . "

P a g e  1, b e t w e e n  l i n e s  2 3  a n d  24:

I n s e r t :

" *  S e c .  4. A S  3 9 . 3 5 . 6 8 0 ( 2 5 )  i s  a m e n d e d  t o  r e a d :



(25 )  " n o r m a l  r e t i r e m e n t "  m e a n s  r e t i r e m e n t  f o r  a  m e m b e r  w h o  is 

a t  l e a s t  5 5  y e a r s  o l d  a n d  h a s  a  m i n i m u m  o f  f i v e  y e a r s  c r e d i t e d  s e r v i c e ,  

o r  w h o  i s  a n y  a g e  a n d  h a s  2j> [30] y e a r s  o r  m o r e  o f  c r e d i t e d  s e r v i c e ,  o r  

a p e a c e  o f f i c e r  o r  f i r e m a n  w h o  is a n y  a g e  a n d  h a s  2 0  y e a r s  o r  m o r e  o f  

c r e d i t e d  s e r v i c e ; "

P a g e  1, l i n e  2 4;

D e l e t e :  " S e c .  3 . "  a n d  i n s e r t  i n  i t s  p l a c e ;  " S e c .  5 . "

P a g e  3, l i n e  2 3 :

D e l e t e :  " S e c .  4 . "  a n d  i n s e r t  i n  i t s  p l a c e :  " S e c .  6 . "

P a g e  3, l i n e  2 4:

D e l e t e :  " s e c .  5 . "  a n d  i n s e r t  i n  i t s  p l a c e :  " s e c .  7 . "

P a g e  3, l i n e  27:

D e l e t e :  " S e c .  5 . "  a n d  i n s e r t  i n  i .a p l a c e :  " S e c .  7 . "

P a g e  4, l i n e s  1 0  - 13:

D e l e t e  a l l  m a t e r i a l  a n d  i n s e r t :

" *  S e c .  8. S e c t i o n s  2, 3, a n d  5 o f  t h i s  A c t  t a k e  e f f e c t  o n  J a n u a r y  1, 

1 9 8 0 ,  i f  a p p r o v e d  b y  a  m a j o r i t y  o f  t h e  v o t e s  c a 3 t  b y  a f f e c t e d  s t a t e  e m p l o y e e s  

u n d e r  s e c .  7 o f  t h i s  A c t .

*  S e c .  9. S e c t i o n s  1 a n d  4  o f  t h i s  A c t  t a k e  e f f e c t  o n  J a n u a r y  1, 1 ^ 8 0 ,  i f  

a p p r o v e d  b y  a  m a j o r i t y  o f  t h e  v o t e s  c a s t  i n  a  s p e c i a l  e l e c t ! > n  c o n d u c t e d
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b e f o r e  J a n u a r y  1, 1 9 8 0 ,  b y  t h e  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  a m o n g  t h e  a c t i v e  

m e m b e r s  o f  t h e  p u b l i c  e m p l o y e e s ’ r e t i r e m e n t  s y s t e m .

*  S e c .  10. S e c t i o n s  6, 7, 8, 9, a n d  1 0  o f  t h i s  A c t  t a k e  e f f e c t  i m m e d i ­

a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . 1 0 . 0 7 0 ( c ) . ' ’

-3-



A M E N D M E N T  #1

O f f e r e d  i n  t h e  H O U S E  B y  M i l l e r

T O :  H O U S E  C S  F O R  C S  F O R  S E N A T E  B I L L  N O .  2 5

P a g e  1, l i n e s  1 0  - 12:

D e l e t e :

" p a y  t h e  a p p r o p r i a t e  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  o r  t h e  c o n t r i b u ­

t i o n s  r e q u i r e d  u n d e r  A S  3 9 . 3 0 . 1 5 0  i n  p ~ .ce o f  t h e  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 " 

a n d  i n s e r t  i n  i t s  p l a c e :

" b e  c o n s i d e r e d  t o  h a v e  a g r e e d  t o  h a v e  h i s  w a g e s  r e d u c e d  b y  a n  

a m o u n t  e q u a l  t o  o n e - h a l f  o f  t h e  t o t a l  c o n t r i b u t i o n  w h i c h  t h e  s t a t e  

i s  r e q u i r e d  t o  m a k e  o n  h i s  b e h a l f  u n d e r  A S  3 Q . 3 0 . 1 5 0  [ P A Y  T H E  

R E Q U I R E D  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 ]

P a g e  1, l i n e  28:

A f t e r  " r e q u i r e d "  i n s e r t :  " o n  b e h a l f  o f  a n  e m p l o y e e "

P a g e  1, l i n e  29:

D e l  t e :  " a n d  a n  e m p l o y e e  o f  t h e  s t a t e "

P a g e  2 ,  l i n e  1:

D e l e t e  " e a c h "

P a g e  2 ,  l i n e  1:

Delete: "6.13" and insert in it., place: "12.26"



P a g e  2, l i n e s  5 - 6 :

D e l e t e :  " c o n t r i b u t i o n s  m a d e  b y  t h e  e m p l o y e e  u n d e r  t h i s  s e c t i o n  a n d  t h e "

P a g e  2, l i n e  14:

D e l e t e :  " b y  t h e m  a n d "

P a g e  2 ,  l i n e  2 2:

D e l e t e :  " b y  o r "

P a g e  3, l i n e  7:

A f t e r  " e m p l o y e e "  i n s e r t :  " o n  w h o s e  b e h a l f  t h e  s t a t e  i s "

P a g e  3, l i n e  11:

D e l e t e :  " b o t h "

P a g e  3, l i n e  12:

D e l e t e :  " a n d  b y  t h e  e m p l o y e e "
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SOCIAL SECURITY WITHDRAWAL

E L E C T I O N

T h e  b i l l  c a l l s  f o r  a n  e l e c t i o n  a m o n g  s t a t e  e m p l o y e e s  t o  

d e t e r m i n e  w h e t h e r  o r  n o t  s t a t e  emplv. f e e s  d e s i r e  t o  w i t h d r a w  

f r o m  t h e  s o c i a l  s e c u r i t y  s y s t e m  e f f e c t i v e  J a n u a r y  1, 1 9 8 0 .

In t h e  e v e n t  t h a t  e m p l o y e e s  e l e c t  t o  w i u i i d r a w  f r o m  t h e  s o c i a l  

s e c u r i t y  s y s t e m ,  m o n i e s  p r e v i o u s l y  c o n t r i b u t e d  t o  s o c i a l  

s e c u r i t y  w o u l d  £>e c o n t r i b u t e d  t o  a s u p p l e m e n t a l  b e n e f i t  p l a n .

S U P P L E M E N T A L  B E N E F I T S  P R O G R A M

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

may e l e c t  t o  a l l o c a t e  m o n i e s  p r e v i o u s l y  c o n t r i b u t e d  t o  s o c i a l  

s e c u r i t y  o n  h i s  b e h a l f  t o  t h e  f o l l o w i n g :

1. s u p p l e m e n t a l  h e a l t h  b e n e f i t s

2. s u p p l e m e n t a l  d e a t n  b e n e f i t s

3. s u p p l e m e n t a l  d i s a b i l i t y  b e n e f i t s

4. s u p p l e m e n t a l  s u r v i v o r  b e n e f i t s

5. s u p p l e m e n t a l  a n n u i t i e s

All o f  t h e  s u p p l e m e n t a l  b e n e f i t  p r o g r a m s  w o u l d  b e  d e s i g n e d  

t o  c o m p l i m e n t  b e n e f i t s  p r o v i d e d  in t h e  r e t i r e m e n t  s y s t e m s .  

( P E R S  a n d  J u d i c i a r y )  E a c h  e m p l o y e e  c o u l d  t h e r e f o r e  c r e a t e  

a b e n e f i t  p a c k a g e  w h i c h  w o u l d  b e  a d d r e s s e d  t o  h i s  o w n  i n d i ­
v i d u a l  n e e d s .

M A R I N E  E M P L O Y E E S  A L L O W E D  T O  P A R T I C I P A T E  IN P E R S

The l e g i s l a t i o n  a l s o  p r o v i d e s  t h a t  e m p l o y e e s  o f  t h e  d i v i s i o n  

of m a r i n e  t r a n s p o r t a t i o n  m a y  b e  a l l o w e d  t o  u s e  t h e i r  s o c i a l  

security m o n i e s  f o r  i n c l u s i o n  in PERS r a t h e r  t h a n  t h e  s u p p l e ­

mental b e n e f i t  p r o g r a m .  S u c h  i n c l u s i o n  w o u l d  b e  s u b j e c t  t o  

the S t a t e  f o r m a l l y  a g r e e i n g  t o  t h e  i n c l u s i o n  t h r o u g h  t h e  

c o l l e c t i v e  b a r g a i n i n g  p r o c e s s .  C u r r e n t l y  s u c h  e m p l o y e e s  
are n o t  p a r t i c i p a t i n g  in P E R S .

N O  C O S T  T O  T H E  S T A T E

Election C o s t s :

Adminibcrative
Costs:

APEA h a s  e n t e r e d  i n t o  a c o n t r a c t  w i t h  

the S t a t e  t o  p a y  f o r  t h e  E l e c t i o n

In the e v e n t  t h a t  t h e  r e s u l t  of t h e  

election is in f a v o r  o f  w i t h d r a w a l  

from s o c i a l  s e c u r i t y ,  S e c .  3 9 . 3 0 . 1 6 0 ( c )  

provides t h a t  t h e  a d m i n i s t r a t i v e  

costs o f  o p e r a t i n g  t h e  s u p p l e m e n t a l  

benefit p r o g r a m  b e  d e d u c t e d  f r o m  t h e  

social s e c u r i t y  m o n i e s  p r i o r  t o  b e i n g  

credited t o  i n d i v i d u a l  b e n e f i t  accounts 
Thus it will n o t  c o s t  t h e  State any



a d d i t i o n a l  m e  t o  o p e r a t e  t h e  p r o g r a m .

I n  o r d e r  t o  in. a l l y  i m p l e m e n t  t h e  

p r o g r a m  ( f r o m  t h a  e l e c t i o n  t o  J a n u a r y  1,

1 9 8 0 )  i t  i s  n e c e s s a r y  t o  h a v e  a n  a p p r o p r i ­

a t i o n  f r o m  p r o g r a m  r e c e i p t s ,  h o w e v e r  t h i s  

a p p r o p r i a t i o n  w o u l d  b e  r e t u r n e d  t o  t h e  

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

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

b e n e f i t  p r o g r a m  i n  J a n u a r y  1 9 8 0 .

SAVES STATE MONEY

S t a t e  w i l l  p a y  l e s s  

t h a n  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 :  A l t h o u g h  t h e  p r i m a r y  i n t e n t  o f  t h e

l e g i s l a t i o n  i s  n o t  t o  s a v e  t h e  S t a t e  

m o n e y ,  t h e  s u p p l e m e n t a l  b e n e f i t  p r o g r a m  

w o u l d  r e s u l t  i n  a s a v i n g s  t o  t h e  S t a t e .  

C u r r e n t l y ,  t h e  e m p l o y e r  a n d  t h e  e m p l o y e e  

b o t h  c o n t r i b u t e  e q u a l  a m o u n t s  t o  t h e  

s o c i a l  se- u r i t y  s y s t e m .  T h e  c o n t r i b u t i o n s  

t o  t h e  s o c i a l  s e c u r i t y  s y s t e m  a r e  i n c r e a s e d  

b y  i n c r e a s i n g  t h e  p e r c e n t a g e  i n d e x  a n d  t h e  

t a x a b l e  w a g e  b a s e .  N o w  t h e  e m p l o y e r  a n d  

e m p l o y e e  e a c h  c o n t r i b u t e  6 . 1 3  p e r c e n t  o f  

$ 2 2 , 0 0 0  t h e  t a x a b l e  w a g e  b a s e .  I n  t h e  

n e a r  f u t u r e  b o t h  t h e  p e r c e n t a g e  a n d  t h e  

t a x a b l e  w a g e  b a s e  w i l l  i n c r e a s e .  H o w e v e r  

u n d e r  t h e  p r o p o s e d  l e g i s l a t i o n ,  t h a  p e r c e n t a g e  

r a t e  is f r o z e n  a t  6 . 1 3  a n d  o n l y  t h o  t a x a b l e  

w a g e  b a s e  w i l l  i n c r e a s e  (in o r d e r  t o  p r o t e c t  

t h e  b e n e f i t s  p r o g r a m  f r o m  i n f l a t i o n ) .  T h u s  

i n  t h e  f u t u r e  t h e  a m o u n t  c o n t r i b u t e d  t o  

t h e  s u p p l e m e n t a l  b e n e f i t  p r o g r a m  w o u l d  b e  

l e s s  t h a n  t h e  s t a t e  w o u l d  b e  c o n t r i b u t i n g  

t o  s o c i a l  s e c u r i t y .

A M E N D M E N T  M A K E S  A L L  M O N I E S  C O N T R I B U T E D  T O  T H E  

S U P P L E M E N T A L  B E N E F I T  P R O G R A M  N O N  T A X A B L E

U n d e r  t h e  s o c i a l  s e c u r i t y  p r o g r a m  t h e  e m p l o y e e  c o n t r i b u t e d  

6 . 1 3  p e r c e n t  o f  t h e  t a x a b l e  w a g e  b a s e  ( c u r r e n t l y  $ 2 2 , 0 0 0 )  

t o  s o c i a l  s e c u r i t y  a n d  t h e  e m p l o y e r  c o n t r i b u t e d  a  l i k e  a m o u n t .

T h u s  t h e  t o t a l  c o n t r i b u t i o n  i s  1 2 . 2 6 .  T h e  a m e n d m e n t  p r o v i d e s  

t h a t  t h e  e m p l o y e e ' s  s a l a r y  b e  r e d u c e d  b y  t h e  a m o u n t  o f  h i s  

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  a n d  t h e  S t a t e  c o n t r i b u t e  t h a t  

a m o u n t  f o r  h i m .  T h u s  ~ a k i n g  t h e  e n t i r e  1 2 . 2 6  p o r c e n t  a n  

e m p l o y e r  c o n t r i b u t i o n ,  w h i c h  m a k e s  t h e  m o n i e s  n o n - t a x a b ' o .  A s  

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

t h e  e m p l o y e e  is a l s o  in a  l o w e r  t a x  b r a c k e t  a n d  s h o u l d  t a k e  

h o m e  m o r e  m o n e y .



S I M P L E  E X A M P L E  O F  P R O P O S E D  A M E N D M E N T  T O  H C S  F O R  S C S  F O R  S B  N O .  2 5

C U R R E N T  B I L L

$ 1 0 0 . 0 0  G r o s s  S a l a r y

- 2 0 . 0 0  T a x e s

8 0 . 0 0

- 6 . 1 3  E m p l o y e e ' s  c o n t r i b u t i o n  t o  t h e  s u p p l e m e n t a l  b e n e f i t

7 T T F 7  p r o g r a m  ( p r e v i o u s l y  t h e  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

T h e  e m p l o y e r  a l s o  c o n t r i b u t e s  6 . 1 3 ,  t h u s  t h e  t o t a l  

c o n t r i b u t i o n  t o  t h e  s u p p l e m e n t a l  b e n e f i t  p r o g r a m  i s  

1 2 . 2 6 .

$ 7 3 . 8 7  T O T A L  N E T  I N C O M E

PROPOSED AMENDMENT

$ 1 0 0 . 0 0  C u r r e n t  G r o s s  S a l a r y

- •  6 . 1 3  R e d u c e  t h o  g r o s s  s a l a r y  b y  t h e  a m o u n t  r e q u i r e d  t o  b e

9 3 . 8 7  c o n t r i b u t e d  t o  t h e  s u p p l e m e n t a l  b e n e f i t  p r o g r a m  ( p r e v i o u s l y  

s o c i a l  s e c u r i t y )  a n d  h a v e  t h e  e m p l o y e r  c o n t r i b u t e  a n  a m o u n t  

e q u a l  t o  t h e  r e d u c t i o n  in g r o s s  s a l a r y  ( 6 . 1 3 )  o n  t h e  

e m p l o y e e ' s  b e h a l f  i n  a d d i t i o n  t o  t h e  a m o u n t  t h e  e m p l o y e r

i s  a l r e a d y  r e q u i r e d  t o  c o n t r i b u t e .  T o t a l  e m p l o y e r  c o n t r i b u t i o n  

w o u l d  b e  1 2 . 2 6 .

9 3 . 8 7  N E W  G R O S S  S A L A R Y
- 1 8 . 0 0  T a x e s  ( E m p l o y e e  i s  i n  a l o w e r  t a x  b r a c k e t  b e c a u s e  o f  r e d u c e d

$“7 5 . 8 7  g r o s s  s a l a r y ) .

$75.87 T O T A L  N E T  I N C O M E  ( E m p l o y e e  takes h o m e  m o r e )

/
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Division o f  R fm i u im  tr B in f f i r s
p n i j r u  m
JUNEAU. ALASKA 99811

April 23, 1979

The Honorable Bill Ray 

Senator
Alaska State Legislature 

Pouch V
Juneau, AK 99811 

Dear Senator Ray:

Per our discussion of today, enclosed are proposed amendments to House 
C3 for CS for Senate Bill 25. These amendments are intended to tax 
shelter all money going into the supplemental programs until paid out to 

the employees.

SincewSly,

Paul B. Arnoldt 
Director

PBA/jb

Enclosure

cc: Sue Greene
Deputy Commissioner

Representative Duncan 
Representative M i l l e r s  
Representative Cotten

N O T  I  P i m m  I n I m M  V « m» I m M  N ^ r M i  AM C » I N H « * I H I  A  A».|mM »



Amendments to House CS for CS for SB 25

Page 1 (lines 10 through 12)

(b) In addition each employee shall pay the appropriate 

social security contribution or shall be deemed to hav. agreed to have 

his wages reduced by an amount equal to one-half of the state'j> 

contributions on behalf of such employee as required under AS 39.30.150.

Page 1 of 3



Amendments to House CS for CS for SB 25

Page 1 & 2 (lines 27 through 29 and 1 through 15)

Sec^ 39.30.^50. CONTRIBUTIONS, (a) In place of contributions 

to the federal Social Security System which would have been required 

had the state remained in the system, the state shall contribute 12.26 

per cent of the wages of the employee up to the taxable wage base then 

in effect in the social security system. All costs of establishing and 

administering the enefit program established by AS 39.30.160 shall be 

paid from the contributions made by the state under this section. Such 

contributions made by the state shall be paid into special individual 

employee benefit accounts in the Department of Administration to be 

used to provide supplemental employee benefits provided in 

AS 39.30.160.

(b) Employees of the division of marine transportation included 

in the public employees' retirement system through the process of 

collective bargaining under AS 39.35.680(21) (0) may. under the terms 

of a collective bargaining agreement, utilize contributions made under 

(a) of this section on their behalf to offset the costs of inclusion in 

the public employees’ retirement system, however,

Page Z of 3



Amendments to House CS for CS for SB 25

Page 3 (lines 11 through 14).

Sec. 39.30.160 (c) The entire amounts paid by the state, after 

the deduction for administrative costs uncer AS 39.30.150, shall be 

used for supplemental benefits under this section.

Page 3 of 3



THE LEGISLATURE OF THE STATE OT ALASKA 
TENTH LEGISLATURE

-FISCAL NOTE.
REQUEST
Bill/Resolution No.____________________ Hft 045

W

w

T itle__________________________Withdrawal From The Federal S oc ia l S e cu rity  System
Rcqucst -d by__________________________________________________________ Date_____________

II. FISC iL DETAIL
Agcn;y Affected______________Adm in istration - D iv is ion  o f  Retirement and B ene fits
Progiam Category Affected Retirement and B ene fits  (PERS)__________________________
Budget Request Unit(s) Affected Pub lic  Employees' Retirement System________________

(Thousands o f Dollars)

FY 78 FY 79 FY 80 FY 81 FY 82 FY 83
100 PERSONAL SERVICES 37 .3 ; : .v i 8 3 .8 8 8 . 8 9 4 .2
200 TRAVEL 1 . 0 1 . 0 1 . 0 1 . 0 1 . 0
300 CONTRACTUAL 6 .7
400 COMMODITIES 0 . 6 0 . 6 0 . 6 0 . 6 0 . 6  _
500 EQUIPMENT 1 .5
600 LAND & STRUCT URES
700 GRANTS. CLAIMS. ETC-

4 .2 3 2 .5 4 .6 5 5 .8 5 .1 2 1 .3 5 .6 3 3 .5 6 .1 9 6 .8
TOTAL - 0 - 4 ,2 7 9 .6 4 ,7 3 6 .5 5 ,2 0 6 .7 5 ,7 2 3 .9 6 ,2 9 2 .6

FUNDING (Thousands o f Dollars) See Attachment 1
GENERAL FUND
FEDEKA l F IN DS
OTHI R (St>ccifv 1

rvstnoss
EL'LL TIME 1 .5 3 5 3 3
l ’AR'l llM l
TEMPORARY

111. ANALYSIS (See Fiscal Note Preparation Instructions, Section III ) 

Sec Attachment 1

IV. DA F. 5 -31 -73_____________PREPARED B Y _________ Paul B .A x a ld t .  D ire c to r----------------
AGENCY   Dlull.Ion nf Bnflrenent.-t

Onfinal Irrigative Finance PHONE___________ 465-4460
cc. Budarl ind Management

Prime S|>onsor (First Legislator Named) Rules Corm ittee 
O ffic e  o f the Governor (K e ith  Specking)

JJ- 001 (Rev 12/771
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ATTACHMENT 1 
HB 9 4 6

I. First Year Cost to the State:

II,

III

IV.

1. Marine Transportation Employees

2. Police/Fire Employees

3. Other (PERS) Employees

Total 

F u n d ».ig:

1.

$1,330,000

387,000
2,515,500

$4,232,500

The cost of this bill is determined as a percent of covered 

payroll. It is estimated that future payrolls will grow by 

10% annually (salary and membership). Therefore, second year 
cost to the State will be $4,655,750, and so forth for each 
year.

2. 79 80 81 82 83

General Fund 82.0 % $3,470.6 $3,817.9 $4,199.5 $4,619.5 $5,081.3
Federa* 4.5 % 190.5 209.5 230.5 253.5 278.9
Veteran'* J .2 * 8.5 9.3 10.2 11.3 12.4
Fish & Game Fund .6 % 25.4 27.9 30.7 33.8 37.2
Highway Fund 1.3 % 55.0 60.5 66.6 73.2 80.6
Airport Fund 2.9 * 122.7 135.0 148.5 163.4 179.7
Capital Fund 8.5 * 359.8 395.7 435.3 478.8 526.7
PERS 47.1 80.7 85.4 90.4 95.8

Total $4,279.6 $4,736.5 $5,206.7 $5,723.9 $6,292.6

Administrative Costs:

1. Establish and administer new Deferred Compensation Program: One 

Retirement and Benefit Specialist (Range 16) and one Retirement 
and Benefit Technician (Range 12).

2. Administer new survivor benefits, disability benefits and basic 

benefits for employees not previously covered: One Retirement 

and Benefit Specialist (Range 16).

3. Equipment ($1,500), travel ($1,000), and commodities ($600) for new 
employees.

Special Election:

1. One-time Data Processing costs to generate employee lists and 
mailing addresses ($5,000).

2. Postage ($1,500) and printing of ballots ($200).

Additional Information:

Two letters from Robert F. Richardson to Puol B. Arnoldt dated May 25, 1978. 

(See Attachment 2 and Attachment 3)



WILLIAM M.
A A E R C E R .  ATTACHMENT 2
i \ ( < > m > K A i i i >

»__________________

Bene fit S e rv ic e s /C o n s u lt in g  A c tua ries

M a y  25, 1978

Mr. Paul Arnoldt, D i r e c t o r  

Division of Re t i r e m e n t  & Benefits 

State of Alaska 

Department of A d m i n i s t r a t i o n  

Pouch CR

Juneau, Alaska 99811 

Re: House Bill 946 Costs

Dear Paul:

We ha v e  calculated that p a s sage of House Bill 946 w i l’ cost 1.36% of 

earnings for State e m ployees covered under PERS. TV.s cost can be 

br o k e n  dovr. in the following manner:

(1) An extra 1% on the benefit formula 8.45%

(2) 25-and-out p r o v i s i o n  for present and

new State e m ployees .30%

(3) 25-and-out p r ovision for employees 

w ho transfer to State employment from

other poli t i c a l  subdivisions .10%

(4) Improved d i s a b i l i t y  bene f i t s  .10%

(5) T o t a l  Cost 8.95%

(6) Less average c o ntribution from

special fund 7.59%

(7) Ad d i t i o n a l  cost to the State 1.36%

As you can see, this cost Is h i g h e r  than the cost cal c u l a t e d  b y  

M l l l i m a n  & Robertson, Inc. There are several explan a t i o n s  for these 

differences. Of prime importance Is the fact that dif f e r e n t  actuarial 

assumptions have been used in the two calculations. MAR b a s e d  its 

calculations on the former actuarial a ssumptions w h e r e a s  our c a l c u l a­

tions have be e n  b a s e d  upo n  new assumptions adopted by the PE R S  Board 

this Spring. Perhaps of greatest significance, esp e c i a l l y  as relates 

to this bill, is the fact that the n ew actuarial a s s u m ptions a s s u m e  

that salaries wi l l  increase at 6% per year until age 39 w h i l e  the 

former actuarial ass u m p t i o n  assumes that salaries will increase at 5% 

per year. As y ou can imagine, a benefit based upon final a v e r a g e  pay

^  .*>UiUc f. M i l in n jn  fn m fijn )

Norton Build ing •  Scallle, W jih m g tn n  <M1(M •  70b 77) 1740



W il l ia m  M . M e rce r , In co rpo ra ted

Mr. P a u l  Arnoldt 

Page Two 

May 25, 1978

will b e  mo r e  costly if salaries go up at a faster rate. T h e  p r e sent 

cost to the State for PERS is 12.06% of earnings. P a s s a g e  of H o u s e

Bill 946 w i l l  add 8.95% to this cost, arriving at a total cost of

21.01%. A d ding 7.7% to the p r e sent 12.06% wo u l d  a r r i v e  at a total 

cost of 19.76%. Thus, our total cost calculation is about 6% h i g h e r

than M & R ' s  estimated cost. Such a 6% difference in cost is e a s i l y

e x p l a n a b l e  b y  the differences in actuarial assumptions.

O ther differences bear mentioning. The present a c t u a r i a l  a s s u m p t i o n s  

are m o r e  "liberal" than the former assumptions w h e n  it comes to d e t e r­

min i n g  cost for the 25-and-out provision. This is b e c a u s e  w e  p r e s e n t l y  

do not a ssume all employees w i l l  retire as soon as they me*, the m i n i­

mu m  e l i g i bility for full retirement benefits. As pol..i-.u o u t  i a the 

E x p e rience Analysis report presented this Spring, a large numbei of 

e mployees who are presently w o r k i n g  are also eligible for u n r e d u c e d  

full retirement benefits. I b e l i e v e  it is r e a s onable to a s s u m e  that 

thir> phenomenon will continue in t.’e future. In other w o rds, even 

though an employee may be eligitl* co receive unr e d u c e d  b e n e f i t s  af t e r  

25 y e a r s  of service, he may elect to continue emp l o y m e n t  un t i l  age 55 

or un t i l  he attains 30 years of service b efore actu a l l y  retiring. In 

that event, the employee wo u l d  not benefit at all from the 25 y e a r  and 

out p r o v i s i o n  of House Bill °46.

Only a small percentage of employees wil l  actually " b e n e f i t "  from 

th^j provision. At presen*' only 11 employees, or less than .15% 

of S t a t e  employees, are eligible to retire under the 2 5 - y e a r - a n d -  

out provision. However, it is reasonable to assume that a good 

p e r c e n t a g e  of those 11 employees wi l l  w o r k  until at least a ge 55 

or u n t i l  they have 30 years of service and, therefore, not ever 

utilize the 25-ycar-and-out provision. In fact, our records Indicate 

that there are 22 employees w ho meet the present e l i g i b i l i t y  p r o v i­

sions for full retirement and yet w h o  have not retired.

Finally, the advantage of the 25-year-and-out p r o v i s i o n  for those 

e m ployees electing it is not as significant as you m i g h t  expect.

By retiring one year earlier, an employee would "pass up" a n  a s s u m e d  

5% incr e a s e  in salary and a 3% increase due to an extra y e a r  of 

credited service. Consequently, for each year e a r lier an e m p l o y e e  

retires, h is benefit will be 8% less. Obviously, in h i g h l y  i n f l a­

tionary times where salaries arc going up faster than 5%, h e  w i l l  

be redu c i n g  his total benefit by more than 8% per year. A l m o s t  

exactly counterbalancing this " loss" in benefits is the v a l u e  of 

r e ceiving benefits for one more year.

The cost w e  have calculated for the 25-year-and-out p r o v i s i o n  is s i g­

nif i c a n t l y  less than the cost calculated by M&R. T h i s  d i f f e r e n c e  

can be attributed to the more "liberal" actuarial a s s u m p t i o n s  p r e s e n t l y



Mr. Paul Arnoldt

Page Three

May 25, 1978

..dopted by the Board. I hav e  reviewed this with M & R  and they have 

indicated that their costs are ba s e d  up o n  the a s s u nption that 

employees wil l  retire as soon as possible.

As you can see, line 3 above indicates a cost of .10% a s s o c i a t e d  w i t h  

the cost of providing u nreduced bene f i t s  for employees w ho transfer 

to State employment after h a v x n g  a ccumulated several years of e m p l o y­

ment w i t h  a political subdivision. As w e  discussed, our i n t e r p r e t a t i o n  

of H o u s e  Bill 9A6 allows an employee to w o r k  2A years w i t h  a p olitical 

subdivision and one year w i t h  the State and thus receive all 25 years 

of h is benefits unreduced. In this example, the employee w o u l d  get

2A years at 2% and one year at 3%, M y  cost c alculation is ba s e d

upon the assumption that 50% of the employees in other p o l i t i c a l  

subdivisions who are so inclined to take advantage of the 25-y e a r -  

and-out prevision wil l  find employment wit h  the State and b e  able 

to utilize that provision. It is my u n d e rstanding that M & R  did not 

take into consideration the effect of transfers from ot h e r  p o litical 

subdivisions on retirement under the 25-year-and-out provision.

As line A above indicates, I have determined that there is a cost of 

.10% to provide disability benef i t s  w h i c h  are the g r e ater of A0% of 

pay or the accrued benefit under the Plan. Based upon a 2% formula, 

it w o u l d  take 20 years to arrive at AOZ. Under such a 2% formula, 

there would be very little cost for p r oviding this provision. However, 

under the 3% formula, it w o u l d  take slightly more than 13 ye a r s  to 

accumulate AOZ. It is m u c h  more likely under a 3Z formula for the 

employee to have an accrued benefit wh i c h  is greater than AOZ. O u r  

calculations indicate that the cost will be .10% of PERS earnings 

for State employees. It is my under tending that the M & R  c a l c u l a t i o n  

of no cost for this benefit is ba s e d  upon the 2Z formula.

In summary, w c  have calculated that passage of House Bill 9A6 wil l

increase the State's cost to PERS to a total of 21.01Z of earnings, 

or an increase of 8.95% over the present c o ntribution rate. W h i l e  

this total cost is approximately 6% h i g h e r  than the total co s t  for 

the S y a t o m  implied in the M a r c h  15, 1978 report by M l l l i m a n  &

Robertson, Inc., it is our o p i nion that these d i f f e rences aro 

e xplainable as outlined above.

H o u s e  Bill 9A6 also calls for the inclusion of M arine T r a n s p o r t a t i o n  

Employees. I have calculated that the cost of their future s e r v i c e  

b ene f i t s  under PERS will be 1A.71Z of their earnings. P l e a s e  note 

that this cost calculation includes the cost of medical b e n e f i t s  

under l’ERS. The cost calculations also assume that M a r i n e  T r a n s p o r­

tation Employees will be allowed to retire after 25 years of s e r vice 

alth o u g h  only service after 1-1-80 will be counted for b e n e f i t  p u r­

poses. ' In other words, a M a rine T r a n s p o r t a t i o n  Employee w i t h  20



Mr. Paul Arnoldt

Page Four

May 25, 1978

years of service on 1-1-80 will b e  allowed to retire on 1-1-85 w i t h  

five years of credited service. If this is not the intent of HB946, 

then my costs wil l  have b e e n  slig h t l y  overstated. It is my u n d e r­

standing that Mill i m a n  & Robertson, Inc. determined the cost for 

M a r i n e  T ransportation Etnplo' ees to be 13. AZ of their earnings.

This w o u l d  indicate that nr, cost calculations are 1.31% h i g h e r  

than theirs. Y ou will no t e  that this is about the same as the 

1.36% higher cost I have calculated for the present PER S  employees. 

P lease note that these cost calcul a t i o n s  do not include any m i l i t a r y  

service for M a r i n e  T r a n s p o r t a t i o n  Employees prior to 1-1-80 altho u g h  

such military service is provided for under the bill.

The supplementary survivor bene f i t s  provided for under HB946 are 

anticipated to cost .86% of PERS earnings. We b e l i e v e  this .86% 

figure to be a very good estimate of the cost for these benefits.

Of course, the exact cost would not be kn o w n  until b i d s  are received 

from interested insurance carriers.

Actual contributions required by Social Security will vary from year 

to year. However, an average annual c o n tribution of 10.2% is a good 

estimate of average contributions. Based upon this a v e rage c o n t r i­

bution, I b e l ieve that the attached table correctly s u m m a r i z e s  the 

financial impact of House Bill 946.

I look forward to going ov e r  these cost calculations and other aspects 

of Ho u s e  Bill 946 w h e n  I am in J uneau on May 30.

Sincerely,

Robert F. Richardson, MA A A  

Vi c e  President

RFR:Jn

cc: Mr. R. Wlnkcnwerder



O t h e r  Employees

Police / F i r e

M a r i n e  Transportation

Financial Impact of HB946

Transferred A d d i t i o n a l  Net

A v e r a g e *  Fr o m  D e f e r r e d  Cost Additional

S.S. Special Survivor** Comp. F or Cost to

Contrib. Account Benefits Contrib. PERS State

10.22 7.72 .86% 1.642 9.0% 1.32

10.22 6.82 .862 2.542 8.62 1.82

10.22 7.72 .862 1.642 14.72 7.02

* Will vary from year to yea r  as S.S. rates and Wag e  Base change.

** Will vary from year to year boaed on experience.



W ILLIAM  M.MERCER ATTACHMENT 3

Benefit Se rv ice s /C onsu lt ing  Actuaries 
May 2 5 ,  1978

Mr. Paul Arnoldt, Director 

Division of Retirement 6 Benefits 

State of Alaska 

Department of A d m i n i s t r a t i o n  

Pouch CR

Juneau, Alaska 99811

Re: Comments on H ouse B ill 9 4 6

Dear Paul:

F issagc of House Bill 946 and subsequent opting out from Social 

Security will have mon u m e n t a l  impact on the retirement s y stem for 

State of Alaska employees. There are several aspects of this 

bill wh Th should be understood completely by all affected parties.

(1) Cost

As Indicated in a prior letter, the benefits provided by 

House Bill 946 will increase the State c o ntribution to PERS 

to 21.01Z, an increase of 8.95% over the present c o n t r i b u t i o n  

rate. Contributions transferred from the "special account" 

to the State (presumably to pay for these increased benefits) 

will amount to an average of 7.59%. This 7.59% figure takes 

into consideration the relative weig h t i n g  between police nnd 

fire employees w h o  w o u l d  contribute 6.8% of their e a r ning ■> 

and other employees w ho would contribute 7.7%. Consequently, 

the total additional cost to the State will amount to 1.36% 

of '•arnings for State employees covered under PERS. M a r i n e  

T ransportation employees will cost 14.71% to include in PERS, 

or 7.0 1% more thon the amount tranoferred from tlie special 

account for those employees.

Benefits and contributions presently paid in PERS arc equitable. 

By that, I me a n  that an employee contributes a give.t per c e n t a g e  

on all his earnings and his benefit Is related to n pe r c e n t a g e  

of all earnings. Passage of HB946 wo u l d  significantly alter 

this relationship. Both employees and the State w o u l d  be 

contributing only on earnings up to the Social Secur i t y  Wag e  

Base whereas benefits wo u l d  be based upon all earnings. C o n­

sequently, higher - p a i d  employees would be getting a larger 

benefit relative to their contributions than lower-paid

(2) Ejjuitjr

 ̂Mo.li a ,1, li-nrun fi'nifunt
N otio n Building • S t j i i I c .  W ashington SttKM • XX> HJ-1740



Mr. Paul Arnoldt

Page Two

May 25, 1978

employees. Such a change wo u l d  b e  a s ignificant depa r t u r e  

from the present philosophy u n d e r l y i n g  PERS.

(3) Deferred C o m pensation Contr i b u t i o n s

We assume that the amounts a l l o c a t e d  to each employee's deferred 

compensation account will be b a s e d  upon an average rate dif f e r i n g  

only by "Police/Fire" and "Other Employees". A l t h o u g h  the actual 

Social Security contributions wi l l  var y  from year to yea , it is 

anticipated that Social Security c o n t r i b u t i o n s  made by bc t h  the 

State and the employees wil l  a v e r a g e  10.22. If we a s s u m e  that 

the additional survivor bene f i t s  w i l l  cost .862 as indicated in 

the bill, this implies that all P o l i c e  and Fire Employees will 

have 2.542 of their total earnings c o n t r ibuted to their deferred 

compensation accounts wh i l e  all O t h e r  E m ployees and M a r i n e  

T ransportation Employees will h a v e  1.642 c ontributed to their 

deferred c o m pensation accounts.

Employees w h o  earn less than the S ocial Security W a g e  Base as 

well as employees w h o  earn mor e  than the Social Security Wa g e  

Base will have the same per c e n t a g e  of total earnings co n t r i b u t e d  

to their deferred c o m pensation accounts. However, Social Security 

contributions are only made on e a r n i n g s  up to the W a g e  Base. 

Consequently, all employees w h o  are e a r n i n g  less than the Social 

Security Wa g e  Base would be " s u b s i d i z i n g "  empl o y e e s  w h o  earn 

above the Wa g e  Base. I b e l ieve that suc h  a s i tuation is not 

desirable for the State of Alaska. T h e  regressive tax aspects 

of Social Security are tolerated o n l y  b e c ause benefits, as a 

percentage of earnings, are also h e a v i l y  w e i g h t e d  to the lower 

incomes.

As wc discussed, there is .in a l t e r n a t i v e  w a y  to a d m i n i s t e r  this 

bill w h e reby all employees e i m < u g  under the Wag e  Base wo u l d  

have a fixed percentage co n t r i b u t e d  to their deferred c o m p e n s a­

tion accounts while employees e a r n i n g  above the W a g e  Bass w o u l d  

have a d e clining p e r c entage c o n t r i b u t e d  to their d e f e r r e d  c o m­

pensation account. Ignoring the a d m i n i s t r a t i v e  problems a s s o­

ciate.. Jith this approach, this m e t h o d  wil l  u l t i m a t e l y  b r e a k  

down for employees in the upper s a l a r y  bracket. In other words, 

total Social Security contributions for p e o p’e in the upper 

salary ranges will be teas than 7.72 of all earnings. A l t h o u g h  

it would be possible to have no a m o u n t s  c o n t r ibuted to the 

deferred c o mpensation accounts for these employees, the State 

would s t 111 have to pay for tho a d d i t i o n a l  b e n e f i t s  g r a nted 

under FKRS. For example, total S o c i a l  Secu r i t y  contr i b u t i o n s  

for a higher-paid individual might amount to only 62 of his 

total salary. After s ubtracting the .862 for the survivor
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benefits, this would leave onl y  5.14% tc b e  transferred to 

the State in order to pay for the a d d i tional PERS bene f i t s  

under HB946. Obviously, the State w o u l d  h a v e  to pi c k  up the 

additional cost b e t ween the 7.7% and the 5.14% in this example.

As you can see, this a p p r o a c h  w o u l d  increase a d m i n i s t r a t i v e  

problems associated w i t h  the d e f e r r e d  c o m p e n s a t i o n  c o n t r i b u­

tions as well as lead to inc r e a s e s  in the cost of this bill.

(4) Comparisons Between P o l i c e / F i r e  and Ot h e r  Employees

In recent years changes to PERS h a v e  attempted to mini m i z e  

the differences . etween P o l i c e / F i r e  and O t h e r  Employees. To 

simplify, Police and Fire Emp l o y e e s  c o n t ribute an a d d itional 

.75% but enjoy 20 and out n o rmal retirement. HB 9 4 6  wi l l  

allow Police and Fire Emp l o y e e s  to h a v e  an a d d itional .9% of 

their earnings contributed to their defe r r e d  c o m p e n s a t i o n  

accounts. If that is in fact wha t  happens, P olice and Firemen 

will not contribute .75% more toward their b e n e f i t s  but in 

fact will contribute .15% less for the benefits. I b e l i e v e  

that having Police and Firemen c o n t r i b u t e  less for a b e tter 

benefit (20 and out) w i l l  p r e s e n t  problems.

(5) 25 and Out Provisions

Only a very small p e r c entage of e m p l o y e e s  w h o  ult i m a t e l y  retire 

under this System will be able to take a d v a n t a g e  of the 25 ye a r s  

and out provision provided by HB946. Of those e mployees u l t i­

mately receiving retirement b e n e f i t s  from h e  System, wc h a v e  

estimated that approximately 3% w i l l  in fact be retiring under 

the 25 year and out prov i s i o n  as o p p o s e d  to 97% w h o  wil l  be 

retiring based upon the p r o v i s i o n s  p r e s e n t l y  found in PERS.

T a king into consideration those w h o  terminate b e f o r e  they b e come 

vested, we would estimate that the 25-and-out p r o v i s i o n  w o u l d  

benefit only 1% of all employees. A l t h o u g h  all emp l o y e e s  will 

be "paying" for the 2 5 - y e a r - a n d - o u t  provision, only a small 

percentage will actually enjoy this benefit. An additional 

problem arises when an e m p l o y e e  t r ansfers from a political 

subdivision to employment w i t h  the Statu. As wc h a v e  i nterpreted 

the Bill an e m p 1oycc w h o  has 25 or m o r e  years of credited 

service with a political p u b d i v i s l u n  ne e d  only work 1 day w i t h  

the State in order to be e n t i t l e d  to retire under the 25-year- 

and-out provision. A l t h o u g h  s u c h  a s i t u a t i o n  w i l l  not increase 

the State's cost signi f i c a n t l y  (only .10% of earnings), it will 

perhaps lead to an inequitable situation. Som e  emp l o y e e s  from 

the political subdivisions will be able to find State e m p l o y­

ment and receive the b e n efit of 2 5 - y e a r - a n d - o u t  w h e r e a s  o t h e r  

employees of political s u b d i v i s i o n s  m a y  not be able to find 

such employment and, therefore, not be enti t l e d  to the 25-year- 

and-out provision.
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(6) Credit For Past Service

It appears that an employee who has any years of credited

service with the State prior to J a n u a r y  1, 1980, may receive

the additional 1% credit for that service so long as he ma k e s  

some contributions under AS39.30.170. This again leads to 

the situation w h e r e  an employee from another political s u b­

division (who has prior State service) m a y  achieve a "wi n d f a l l "  

by working for the State one day af t e r  J a n u a r y  1, 1980. In 

addition, there is a large u n k nown liability for present 

retirees. It appears that any present retiree might be able 

to wo r k  one day for the State after J a n u a r y  1, 1980 and 

thereby pick up the additional 1% w i n d f a l l  for all prior 

service wit h  the State. Our cost calculations on this bill 

contemplate credit for past service only to present State 

employees and not to retirees or empl o y e e s  of other p o litical 

subdivisions w ho ha v e  w o rked for the State.

I am sure we will discuss these comments and other aspects of Ho u s e

Bill 946 when I a m  in J uneau on May 30.

Sincerely,

Robert F. Richardson, MAA A  

Vice President

RFR:Jn
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