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IN THE SENATE BY KAY
SENATE BILL NO. 25

IN THE LEGISLATURE OF THE "TATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
_ A BILL
For an Act entitled: "An Act relating to withdrawal from the federal Social
Security Systemi and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
* Section 1. AS 39.35.160(h) is amended to read:

(b) In addition each employee shall pay the appropriate social
security contribution or the contribution required under AS 39.30.170 in
lieu of a social security contribution.

* Sec. 2.AS 39.35.680(21) is amended by adding a  new subparagraph to real
(D) may Include employees of the division of marine
transportation excluded under (C)(v) ofthis paragraph provided

that

(1) the State of Alaska form.:1ly agrees to their
Inclusitn through the process of collective bargaining, and
other than military service credit, only ser-
vice after January 1, 1980 may be credited under this chapter:
* Sec. 3. AS 39.35.680(25) Is amended to road:

(25)  "normal retirement" means retlrcim m for a member who la
at least 55 years old and has a minimum of five years credited service,
or who Is any age and has 30 years or more of credited service, or who
Is making contributions under AS 39.30.170, Is any age and has "5 years
or more r credited service, or a peace officer or fireman who Is any

age and 1 - 20 years or moreof credited servicel
* Sec. 4. A39.35.370(c) Is amend'd to read:

(c) The monthly amount of a retirement benefit for a peace officer
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or fireman is two percent of the average monthly compensation times the
years of credited service up through 10 y~ars, plus two and one-half
percent of the average monthly compensation times the years of service
over 10 years. For all other employees it is two per cent of the aver—
age monthly compensation times the years of service. The monthly amount
of a retirement benefit for an employee covered by this chapter who is
making contrlbut ons under AS 39.30.170 shall he increased by thne-
fourths of one per cent of the average monthly compensation times the
years of _redtt.od service with the ,tate. An actuarial adjustment must
bo made for an early retirement benefit.

Sec. 5. AS 39.35.410(d) Is amended to rend:

(d) The monthly amount of an occupational disability pension 1is
the greater of 40 per cent of the disabled employee®s gross monthly com—
pensation at the time of termination due to disability or the amount
determined in accordance with AS 39.35.370(c) considering the employee~s
credited service and compensation before termination of employment.

Sec. 6. AS 39.30 lo amende® ,.y adding new sections to read:

ARTICLE 4. SUPPLEMENTARY EMPLOYEE BENEFITS ON WITHDRAWAL
FROM FEDERAL SOCIAL SECURITY.

Sec. 19.30.150. SURVIVOR 3 BENEFITS. (a) The St* ,, of Alaska
shall provide for survivor®s benefits for occupational and non-occupa-
Cional death effective as of an employer®s first day of employment, or
January 1, i")80, whichever is later, to employees of the state who are
making contributions under AS 39.30.170 as follows:

(1) for all casual, emergency or temporary employees not
covered by rhe Alaska Public Employees® Retirement System (AS 39.35) or

the Alaska Teachers®™ Retirement System (AS 14.25) the benefit payable to
the beneficiary shall be n lump sum of $15,000.

(2) fur all employees other than those covered under (1) of



this subsection, the benefit payable to the beneficiary shall be a lump
sum equal to 12 times the employee®s basic monthly compensation at the
time of deathi

(b) For purposes of this section, "basic monthly compensation at
the time of death” means the employee®s basic monthly compensation for
the last full month of employment immediately preceding his death or
disability leading to his death.

Sec. 39.30.160. DISABILITY BENEFIT. (@) The state shall provide
an occupational and non-occupatlonal disability benefit program covering
each employee of the state making contributions under AS 39.30.170.
Coverage shall begin on the first day of employment or January 1, 1980,
whichever 1is later. Disability payments are not payable during the
first six months of disability.

(b) In this section, "disability"™ means the complete inability of
the employee to engage in his regular occupation during the first 12
months of disability, and thereafter the complete inability to engage in
any employment or occupaM on for which he i1 reasonably fitted by reason
of education, training or experience.

(c) For a casual, emergency or temporary employee not covered by
the Alaska Public Employees™ Retirement System (AS 39.33) or the Alaska
Teachers®™ Retirement System (AS 14.23), the disability benefit is $100
per week and shall be payable only if the disabled employee fulfills the
requirements set out in (e) of this section. The last payment shall be
for the week in which (1) the death of the disabled esiployee occurs, or
(2) the disabled employee reaches the age of 63, whichever occurs first.

(d) For all employees other than those covered in (c) of this
section, the monthly disability benefit shall be 60 p ,x cent of the
first $3,000 of the employee®s basic monthly earnings at the date of

disability less any disability benefits the employee is entitled to



under Social Security or any other disability plan to whLch the state
makes contributions on behalf of that employee. The disability benefit
shall be payable only if the disabled employee fulfills the requirements
set out in (c¢) of this section. The last payment shall be for (1) the
month in which the death of the disabled employee occurs, or (2) the
month the disabled employee reaches normal retirement age, or (3) the
month the disabled employee reaches the age of 65, whichever comes
first.

©) An employee receiving a disability benefit under thlB section
shall provide the dlrectoi of the division of retirement and benefits,
one year after Appointment ti disability benefits and once each year
thereafter until disability benefits cense, satisfactory proof of con—
tinuing disability. IfT the employee provides satisfactory proof thot
the disability Is permanent, the requirement of submitting further proof
of continuing disability may be waived by the director.

Sec. 39.10.165. BASIC MONTHLY COMPENSATION. In secs. 150 - 160 of
this chapter, "basic monthly compensation™ means the amount earned by
the employee during the month, Including normal overtimei however,
unusual or seasonal overtime or work of a seasonal nature may be ad—
justed to reflect a 12-month average.

See. 39.30.170. CONTRIBUTIONS. (&) The amounts which both the
state and the employee of the state would have otherwise paid into the
federal Social Security System at the rate then In effect had the state
continued in the federal Social Security System shall he paid Into
special employee benefit account in the Department of Administration to
he used to provide employee retirement and dontli und disability benefits

for each n!'  he following groups:

¢)) employees covered under the Alaska Public Employees

Retirement System (AS 19.35), except peace officers and firemen (as
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defined in AS 39.35.680(27))>

peace officers and firemen covered under AS 39.35 (PERS)
employees covered under the Judicial Retirement System
(AS 22.25); iW-vv 1

(4) emergency, temporary or casual workers not covered under
AS 39.35 (PERS) or AS 14.25 (TRS)»

(5) employees of th« division of marine transportation en—
gaged in operating the state ferry system who are covered by a maritime
union contract and are not covered under AS 39.35 (PERS).

(b) There shall be determined thr cost of providing the survivor
und disability benefits provided under AS 39.30.150 and AS 39.30.160
expressed as a percentage of payroll for each of the groups set out
under (@) of this section, except that all employees covered under AS
39.35 (PERS) shall be considered as one group for purposes of this
subsect ion.

(c) From the employee benefit accounts established under (a) of
this section, the Department of Administration shall deducti

(1) fromeach benefit account, the amount determined under
(b) of this sectionto pay the coat of providing benefits under secs.
150 and 160 of this chapter for each employee in that groupi

(2) from the account for the group listed in (a)(1) of this
section, an additional 7.1 per cent of gross monthly compensation for
each employee In that groupi

(3) from the account for the group listed In (a)(2) of this
section, an additional 6.2 per cent of gross monthly compensation for
each employee 1in that group.

(d) The balance In eaCh empl®“yec benefit account ahall, after
deduction oi the amounts specified in (¢) of this section, be allocated

on a pro rata basis to those employees for whom contributions under (a)



of this section exceeded deductions under (c) of this section and be de—
posited in individual deferred compensation accounts in the names of
those employees. The director of the division of retirement and bene—
fits shall administer the deferred compensation program and shall, by
regulation, establish operating procedures for the program which allow
for deferment of the stal0 and federal income tax until benefits are
receivable in accordance with federal requirements under the Internal
Revenue Code.

* Sec. 7. If approved by employees of the State of Alaska as set out |In
sec. 8 of this Act, the state®"s notice of intention to withdraw from the
federal Social Security System shall be allowed to become effective January
1. 1980.

* Sec. 8. The Department of Administration shall conduct an election by
secret ballot by September 25, 1979. Thedepartment shall, at least 90 days
before the election, prepare a list of all affected state employees, in—
cluding permanent, seasonal and temporary cmpliyees, who shall 1le eligible to
vote, along with mailing addresses, and make the list available to interested
persons or employee rcprerentutlve organisations. The question on the ballot
shall read: "Do you favor withdrawal from the Social Socurlty System?" The
ballot shall contain a description of the benefits provided for In this Act
which would he provided In lieu of further Leneflts under the Social Security
System. No oth<r information concerning the election Issue may he distri—
buted wtth or attached to the ballot A simple majority of those employees
voting shall determine the outcome of this Issue.

* Sec. 9. Sections 1 - 7 of this Act take effect on January 1, 1980 If
approved by a majority of the votes cast by affectod state employ*es under

sec. 8 of this Act. Section 8 of this Act takes effect Immediately In accor—

dance with AS 01.10.070<c),



Chairman Cowper stated the next bill to be considered was HB 946
HB 946.

"An Act relating- to withdrawal from the federal Social
Security System; and providing for an effective date."”

Sherry Shelley, representing APEA and the Confidential Unit,
stated both organizations are in favor of the bill, mainly
because it provides for an election in the Spring of 1979
where employees can elect whether oi not they want to with—
draw from the federal social security system. She stated
the bill needs two amendments, which are being drafted at
the present time. She stated the first amendment relates to
tie Boatman®s Union participation, and the MrnnH amendment
rojates to the actuary fiaurp which they are recommending be
reduced to 3/4% of 1%. She stated with that reduction the
bill will not cost the state anything. There was discussion
on the amendments.

Representative Meekins asked what the rationale for the
bill was. Ms. Shelley advised that the APEA 1is not taking

a position on whether or not state employees should opt

out of the social security system. She stated they have
many members who believe this would be a better way to go,
and would like an opportunity to vote on it. She stated

the money that is not going into social security would be
paid into an enhancement P.E.R.S. program. She stated there
are basically four programs. Employee:* would not get an
increased chock by withdrawing from social security.

In answer to a question from Representative Duncan. Ms. Shelley
stated there are basically four different programs under
the bill. She stated the Inland Boatman®s Union has a
private pension plan, and Public Safety has a different
program. She stated that basically the bill sot"s up four
different alternatives for employees. She stated the money
previously submitted to social security would go into an
insur&pcc program, disability program, and a mandatory
deferred compensation program for each temporary employee.
The*e Was further discussion on the bill. Ms. Shelley
stated the bill provides for an election in the spring of
1979, and should the employees vote to opt out, they would
not actually drop out until spring of 1980.

Representative Miller statod there are a substantial number
of state employees paying social security that r*el a

better system could be designed if that same me y were

taken and put into an enhancement P.E.R.S. system. He

statod this bill does not do that; all i1t does is allow

the qreation to bo put bofore the people who are paying
social security. He stated this doos not make any difference
to the state senay-wise. He stated his fueling is that

tho people who actually pay into the extern should make

the decision on this.
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epresentative Buohholdt asked if those groups who opted out
oo"Vd decide to come back in at a later date. Representative
iller stated he was not sure, but thought that once the
decision was made it couldn®t be changed. Representative
Buchholdt asked 1f the present employees decided to opt out
and future employees wanted back in, could they do that.
Representative Miller stated he didn"t think so. He stated
everyone would have to either go out of the system or stay
in. There was discussion. Repre ;entative Miller stated
this would have to be done by all the groups, not just one
group. He stated the State would be paying the same amount
of moeny either way.

Representative Rhode asked what this would do to the federal
social security program. Representative Miller stated this
was a national program and he didn"t think it would make any
difference 1f 3,200 employees dropped out. Representative
Rhode stated this would be whittling away from the program.
Representative Miller stated he didn®"t think this was their
concern. He stated 1f congress decided this is a threat they
might try to "plug the loop-hole” that allows employees to
opt out of the system. He stated that right now it is legal
to do this.

Representative Duncan stated that people from the Division
of Retirement would like to testify on this. He stated he
would also like to see copies of the amendments and recom—
mended this bill be held over.

The meeting adjourned at 9:55 a.m.

Tape MFC 78-125 11580 to end
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Representative Rhode wondered, 1if this bill went into effect,
how long 1t would be before the State didn"t get outside
bidders. Representative Meekins stated that right now the
difference in terras of higher costs in Alaska iIs about 20-25%.
He stated one thing about bidding .s that businesses 1in
Alaska don®"t have the capital equipment in place to do the
work. He stated he believes a cycle could be started where
the raore the business 1s used, the more equipment they will
be able to purchase, and the mQ{e business they will get.
Ry
Chaj;rman Cowper stated the language in the bill 1is unclear
to him. Representative Meekin"s stated they had trouble
drafting language to be sure businesses were actually iIn—
state bidders. Representative Freeman asked if this bill
would effect municipalities. Representative Meekins answered
that it does not require anyone but the state to give prefer—
ence. There was discussion on the language 1in the bill.
Chairman Cowper .itated the problem is with the definition
of "Alaska bidder™.

Representative Meekins advised that the federal government
has this program, as does Hawaii. He stated Hawaii®"s figure
is 15%. He stated several other states ha" £ this.

Representative Rhode commented that if this bill becomes
law an Alaska bidder might hook-up with an outside business.
Chairman Cowper stated this bill also effects construction
concerns.

Repres*ntative Meekins referred to page 1, lino 12, and
stated it says an Alaska manufacturer or warehouser would
get 25%; an Alaska bidder would get 15%; and there is al—
ready a provision that outside bidders that do a substantial
amount of business within the state get 5%.

There was further discussion on the language of the bill.
Representative Duncan recommended redefining "Alaska Bidder"™
and adding a stipulation that the business had to bo estab—
lished iIn the state for a certain number of years. Repre—
sentative Meekins stated they could redo the bill to have it
not apply to construction. He stated he 1is really concerned
only with the small businesses in the state. There was
further discussion. Representative Mcokins stated he would
com* back to the Committee with c better defined, more con—
stricted definitio? of who 1is eligible.

Chagrgan Cowper stated tho noxt bill to be considered was
HB 946.

"An Act relating to withdrawal from tho federal Social
Security System; and providing for an effective date."

HB 512
HELD OVER

HB 946
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Mr. Pciul Arnold, Director, Division of Retirement agd-Benefits,
presented a fiscal note on HB 946. He advised thatAdminis-
tration®s position on the bill is clearly opposed. He stated
they are opposed to the concept of withdrawing frcm social
security. He advised that if the state were to take action
and not have to depend on any counter-action by the federal
government this would have more latitude. But, he stated,
they are seeing that the long term approach of social security
Is to include as many people as possible in that system.

He stated social security wants total coverage of all eligible
employees. Mr. Arnold stated they also felt that one-third

of funding for social security 1is going to come from federal
general revenues. He stated that if that comes to pass those
who are not paying into social security are going to want to
get back into social security.

Mr. Arnold advised that i1f the State withdraws from social
security, under current law they are bprred from ever par—
ticipating in social security again\“Me stated iIf the State
does opt out and set up an alternati e package, at a future
date they would be paying for social security from general
revenue funds. He stated that would add to the costs.

Mr. Arnold stated there are many benefits within social

security that cannot be replaced. He stated there are
several benefits that the state couldn®"t provide - one
is "portability”. Ho advised the benefits of the social

security system are tax free, there is no other pension
plan that 1s not taxed. He stated social security indexes
in total any cost of living incrcaso. He stated that
neither P.E.R.S. or T.R.S. can provide this, because it

Is too costly. He stated social security also provides

a tremendous amount of survivor/disability benefits that
would not be available under othor programs.

Mr. Arnold statod the actual bill has 1inequities built into
it. lie stated it defines contributions os 7.7% taken from
the pool to fund employees. He stated it docs not tako into
account 1if bonofits cost more or less, lie stated another
problem with the bill is that it receives tho same contri—
butions that are going into social security, with an addition
of $4 million, for the first year. He stated that since tho
contributions arc coming in up to a coiling of $17,700, the
problem is that ovoryono who makos over $17,700 wil. have
their P.E.R.S. benefits calculated on their salaries which
in some cases aro much higher than that. Ho stated someone
would be subsidising these benefits. He stated the higher
tho income, tho more tho employee will be drawing out.

Chairman Cowper askod what would happen to peoplo who work

for the state for 4 or 5 years and then lea/e. Mr. Arnold
advised that if they had been with tho state for less than

763
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five years, under P.E.R.S. they would only be eligible for

a refund. He stated under this bill they wouldn®t have any
of these funis. He stated the only portion that would be
refundable would be the portion going into the deferred comp
program.

Chairman Cowper commented that to him i1t defies logic that
Congress will allow withdrawals from social security to
continue. **
Representative Duncan stated he can understand some problems
Mr. Arnold is saying might happen. He stated the bill allows
the employees who are the ones contributing to the system to
make the decision of whether or not they want to withdraw.

He stated he thinks the i1nformation being given this Com—
mittee should be given to the employees. He 1sked if the
Administration 1is opposed to allowing employees to vote on
».his 1ssue. Mr. Arnold stated Administration 1is opposed to
withdrawing from the social security syrtem. Representative
Duncan stated that is not tho issue in this bill. He stated
the bill gives the employees tho right to vote. Mr. Arnold
stated the bill states his division shall remain impartial
during election. Ho stated he doesn®"t know what that
means that he can"t speak out at all? Mr. Arnold statod
ho thinks if the employees are given an opportunity to vote
they have to be totally informed.

Representative Duncan asked i1f Admiristration 1is opposed
to allowing employees tho right to make the decision.

Mr. Arnold stated if this is the case there 1is probably
not a legislator here who should be here - every 1issue
should bo resolved to the employees. Ho stated ho didn"t
know what the administration®s position was on whether

«ar not a vote should be taken. Rep."os* ntative Duncan
stated ho thought he should get that answer from the Gov—
ernor.

Representative Duncan commc»tod tho fiscal note is based

on passago of tho Act. He e *tcd it has $! million in

costs In 1979 and tho bill d wsn"t even take effoct until

1980. Mr. Arnold statod this is in error. Representative

Miller stated this fiscal note prompts him to consider

circulating among actuary"s and getting a retainer, lie

stated Administration sat In on every meeting concerning

this and never once questioned tho assumptions made on

the bill. He stated that now after the actuary thoy hired

camo in with thoir statement. Administration has the William

Mercer Co. coming in and raising the price up 6%. Ho stated HB 946
he would like to have the actuary report to the Legislature HELD OVER
rather than Administration. Chairman Cowp>er suggested

addressing this through tho Legislative Roviow Hoard on

retirement and Benofits.

Tho mooting adjourned at 10x15 a.m. ADJOURN
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HOUSE FINANCE COMMITTEE
June 2, 1970
9:25 a.ni.

All members of the Committee were 1in attendance except Repre—
sentative Gruening. Present to testify were: Pat Murphy,
APEA; and Paul Arnold, Division of Retirement and Benefits.

Chairman Cowper recalled the meeting to order and brought
kg Q48 up for consideration. u

"An Act relating to withdrawal from the federal Social
Security System; and providing for an effective date."”

Mr. Pat Murphy, APEA, advised that in 19#5 then Commissioner
of Administration Andy Warwick put in a letter of intent to
o0 it out state employees from social security. Re advised

at that time they circulated a letter to employees asking

if they wanted to opt out. He advised that letter of intent
would have expired in 1977 He stated since the Legislature
was not ready to deal with the issue last year they put it
intc a Committee to study through HCR(/t6. He advised they
studied the issue for six months. The resultof that is

the present bill, HB 946.

Mr. Murphy advised the important language, as far as they
are concerned, 1is in section 8 which provides that the
Department of Administration shall conduct an election,
aBking employees if they want to opt out. He stated apting
out is a very complex 1issue. He stated all this bill docs
is give public employees an opportunity to decide whcthei
or not they want tc opt out. He stated APEA 1is not taking
a position on whether or not they should opt out. They
will orovido the information to their membership.

Mr. Murphy stated the other important item in this bill

is how much It Isgoing to cost.Ho stated as far as

they are concerned it is not going to :ost anything. Ho
stated tho Connaittoe was given money to fund tho services
of an actuary. According to his calculated coats it would
not exceed tho present and projected contrubutions of state
employees. Mr. Murphy advised that after this report was
mads, the State®s actuary came in with a report that has
a cost figure of $4.3 million. Mr. Murphy stated he has
been dealing with tnis issue for tho past three or four
months and he it net qualified to say whose figures are
right. Howevor, hj stated he didn"t think i1t was relevant
because thoy arc willing to move tho benefit factor down
to 2.75% which should absorb the costs.

PRESENT

HB 946
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Mr. Murphy stated they are not asking for a free ride. They
arc sayirqg reduce the benefits tc 2.75% and let their members
vote on whether or not they want to opt out. He stated the
only cost he sees would be on page 2 of the fiscal note,
items 4 k 5, which are costs for the election - £5,000 data
processing, $1500 for postage, and $200 for printing ballots.

Representative Rhode aoked if the employees involved in this
c; uld have an election without the bill. Mr. Murphy stated
the reason for the election being put in the bill is the fact
that they could conduct an election, but the Governor would
not necessarily live with the results of that election. He
?tated by being in toe bill, this would havo the force of

aw.

Representative Schaeffer asked what the results of the election
they conducted earlier were. Mr. Murphy stated they had about
1,000 responses and they were for an opt out. He stated

that was two years age, and information provideu was probably
blaflpqg towards opting out. He advised that from their point

of view, next time they will provide unbiased information to
their roombe ship.

Representative Buchholdt. asked what stops will be taken to

be sure the election 1is unbiased. Mr. Murphy stated because
there will Dbe 1ivc parties involved -- Administration and the
Unions — with some in favor and some opposed, ho thinks the
information will be fairly disseminated. He stated he thinks
fair information will be put out on both sides of the question.

There was brief discussi n on opting out. Representative
Freeman asked if Marine Transportation was favor of the
bill. Mr. Murphy stated tho IBU at this time favors a vote
of their membership, and he thinks they even favor opting
out

Mr. Paul Arnold, Division of Retirement and Benefits, stated
ono of the things the social security study group addressed
was the issue of the advisibility of withdrawing from social
security, lie statod ho did oppose those provisions of tho
bill. Mr. Arnold stated there are 1inoguities 1in the bill.
He stated he would like to make 1t clear that he 1is not
attempting to "sand-bag"™ the bill or use tho actuary to
accomplish this, lie stated tho only difference between

the two actuar*ua figures was in the methods that wero

dc -eloped. He stated it was about a 61 difference in the
total cost. Thero was brief discussion on the actuary.

Representative Duncan asked if, on page two of the bill, they
changed the figure to "3/4"a of 1*" if they could assume there
will be no cost to the state. Mr. Arnold statd he is not
sure. He statod he didn"t know what impact this would have

as far as reducing the cost, lie statod ho thinks it would be
better if the> eliminated the fixed amount.



Representative Meekins asked 1f he had found out what Adminis—
tration®s position on the bill was. Mr. Arnold stated they

are opposed to withdrawing from social security. Regarding
having employees vote, he stated he had not had an opportunity
to discuss this with the Governor®s Office.

Representative Duncan moved to amend the bill on page two to

change "1%" to "3/4%". There being no objection, 1t was so

ordered. »

Representative Duncan moved to report out a finance committee CSHB 946
substitute for HB 946 1incorporating the above change. There REPORTED
being no objection, 1t was so ordered. ouT
Representative Duncan stated this would eliminate everything FISCAL
in the fiscal note except those i1tems relating to the cost NOTE

of the election - $6,700 in contractual. He will provide REVISED

a new fiscal note.

The meeting adjourned at 10:00 a.m. ADJOURN
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May 19, 1978

Leqislati/e Board of Ret; *ement Benefits analysis and recommendations
on:

House Bill No. 946 *-

No detai "ed fiscal analysis of MB 946 1is possible at this time;
however, with the exception of including maritime employees in the PERS,
most costs should be covered by funds that would otherwise go to the
social security system.

Five members of the board recommend that MB 946 do pass; one member
has no recommendation; and one member was absent.

The board feels that, if HB 946 passes, the state should support a
program to provide affected employees with adequate information on which
to base their decision prior to the election. Providing a voter informa—
tion pamphlet containing pro and con arguments would constitute a minimal
program.

The board feels that the ballot should not contain a description of
any benefits but simply reference the benefits to be provided in lieu of
soda! security.



SUMMARY OF HOUSE BILL NO. 946

Retirement system affected: PERS

Provides for an election in which the state employees who
are currently covered by federal social security may choose
whether to continue that -coverage or to continue the same
contributions required by social security, opt out and
receive an alternative package of benefits provided by rhe
state.

Provides that an occupational disability pension be the
greater of 40 percent of the disabled employee®s compensation
or the accrued retirement benefit.

The alternate package of benefits for affected state employees
includes:

(1) membership in the PERS for employees of the
division of marine transportation engaged 1iIn operating
the state ferry system who are covered by a union or
group retirement system to which the state makes
contributions;

«(2) a 25-and-out provision for PERS employees;

(3) an additional one percent on the PERS benefit
crediting factor for each year of service;

(4) survivor®s and disability insurance; and

(5) n mandatory deferred compensation program for
contributions in excess of deductions.
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Paul B. Arnoldt subjcci  Social Security Withdrawal
Director
Division of Retirement & Benefits
Department of Administration

We are pleased to announce a presentation by Mr. A. Haeworth
Robertson, former Chief Actuary of the U.S. Social Security
Administration, on the advantages of the Stata®"s withdrawal

from Social Security. Mr. Robertson will speak and entertain”™/-
general discussion from 12 p.m. - 1 p.m., May 30, in Court

Room A, Juneau Court and Office Building. All interested
employees are invited to attend.

Please post notice of this presentation throughout your office

in the Juneau area. The 1issue of social security withdrawal is

a complex one and one that should be of interest to all employees.
As you may be aware, there is currently legislation pci.ding which
would authorize state employees to vote on withdrawal and which
proposes alternate benefits to social security. Mr. Robertson®"s
appearance will present a rare opportunity for employees to gather
information from perhaps the most knowledgeable individual on the
Social Security System today.

Mr. Robertson 1is currently with the actuarial firm of William M.
Mercer, 1Inc., with offices in Washington, D.C. Ho became Chief
Actuary of the U.S. Social Security Administration in 1975. While
he was in that position he was awarded the Commissioner®s Citation
(the Jocial Security Administration®s highest honor award) and the
Arthur J. Altmeyer Award (conferred by the Department of Hoalth,
Education and Welfare) for superior performance 1in planning and
directing tho actuarial activities of the Social Security Adminis—
tration, and in recognition of his especial efforts in interpreting
the status ol Social Security financing for public organization.,
and individuals.

Ho ho?ds a master®s degree 1in actuarial science from the University
of Michigan, has performed actuarial work for the U.S. Air Porce;
for ten years was a consulting actuary in various consulting firms
dealing with private and public pension plans; devoted four years

to organizing, operating and serving as president of a life
Iinsurance company; and for six years was an international consultant
on social insuronce programs which included assignments in Switzer—
land, Barbados, Ghana, Lebanon and the Philippines.

%



Jay Hogan -2 May 25, I ~

Mr. Robertson is a Fellow of the Social of Actuaries, a Fellow of
the Conference of Actuaries 1in Public Practice, a member of the
American Academy of Actuaries, an Associate of the United Kingdom®
Institute of Actuaries, and an Enrolled Actuary.

If you require any further information, or if | can be of service
to you in any way, please do not hesitate to contact me.

PBA/BAC/mc
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NEWS You Can USe Eontinvea

SOCTAL StCUPITY DEDUCTIONS. Many Aoarloans will hove Social Socurlty
deductions taken from their pa;rchecks for a Ion%er period In 1979 than In" 1978.
Assuming o worker is paid \_/veekg every Friday here is how long he or she will
pay Social Security taxes in 1979, compared with 1978

122* _ 1222 .
Annual Number Last Social Number  [aST Social
Enrnincs or Week- Security Payment of fteckr. Security Paynent
$17,700 ‘or Tess 52 Doc. 2 H2 Doc. 2

20.000 47 Nov. 24 H2 Dec. 28

22,900 41 Oot. 13 52 Deo. 28

25.000 37 Sept. 15 48 Nov. 30

30,000 31 AuP. 4 40 Oct. 5

35,000 21 July 7 35 Au?. 31 -
40,000 24 Juro 18 30 July 27

50,000 19 May 12 24 Jung 15

~ CB-RADIO RULES.  Those who found o citizens'-band radio under the
Christmas tree this year may want to get a copy of the Federal Communications
Commission's new booklet. 'Citizens Band Radio” Service Rules.” The hooklet
explains federal broadcast regulations for CB's in plain English, It oxplalns
how to get a license and what to do to get on the air, It even includos a C8-
problem checklist to help make .epalrs. ~ The booklet is available for )1.29
from the Consumer Information Center, Dept. 109F, Pueblo, Colo. 81009.

CHAIN LETTERS. A new Illegal choin-letter scheme apparently is sweeping
the country, the Postal Sorvice warns. The chain, called the 'Circle of Oold,*
usually requires participants to buy two copies of the letter for 5100--1SQ for
the bearer of the letters und another 330 to the first person at the top of a
12-name list. The Postal Service cautions that chaln-letter schemes involving
the mal_lln% of money are against fcleral law. Besides, it notes, people who
buy chain Tetters rarely got their mongy baok.

WINTER DOFfALXINS.  The Humane Society of the United States issues this
seasonal warnln% for dO? ownerst A pet spending most of its time Indoors
probably never has developed o thi;k undercoat. Spending long periods outdoors
In frigid weather could be dangerous to its hvalth.

SOLAR-ENERCY TITFALLS. If you've been thinking about installing solar-
onorgy equipment to toko advantage of rew tax breaks, be careful, warns a
report Just published by a congressional subcommittee. Some solar-energy
systems, especially those in residences, have heen plagued b¥ *0 significant
number of design, manufacturing and installation problems,* the subcommittee
said. Other energy-conservntlon steps that nay be more cost-offective also
should t considered, tho subcommittee added. ~These include installation of
insulation, storm windows or doors, caulking or weathorsirlpping and automation
setback thermostats.

B uIMWi swomomroar m is. iits



" March 17, 1978

ANALYSIS OF ALTERNATIVES TO THE SOCIAL SECURITY
FOR PERS AND TEMPORARY EMPLOYEES OF THE STATE OF ALASKA

In November 1977 the State of Alaska notified the Social Security Adminis—
tration of Its intent to terminate participation In the Social Security
System. Such termination 1s effective two years from the date that the noti
of intent was filed. State employees In the following categories will be
affected by the withdrawal from Social Security:

1. Employees participating In the Public Employees®™ Retirement
System of Alaska (PERS). this basically covers, on a
mandatory basis, all full-time and part-time employees and,
on an optional basis, elected officials. Specifically
excluded are state employees of the division of marine
transportation engaged in operating the state ferry system
while covered by a union or group retirement system to which
the state makes contributions, justices and judges, temporary
emnloyces and persons covered by the Alaska Teachers®™ Retire—
ment System.

2. Justices and judges.
3. Temporary employees.
4. Employees of the divisionof Marine Transportation as

specified above.

As all of the state employees affected by the withdrawal from Social Secur—
ity do not have the same fringe benefits, it is necessary to establish a
separate and distinct plan for each of the above listed groups of employees.
There are basically thrct plan combinations that are feasible to accommodate
a replacement for Social Security. There are up to three basic components
Involved in each of these three replacement plans. The components are PERS,
the existing deferred compensation plan and a new plan which will provide
for survivor®s benefits, lump sum death benefits and disabil"ty benefits on
either an insured or noninsurcd basis with this decision to be ultimately
made at the time of Implementing the program. The three alternate plans

are comprised of these basic components as follows:

1. Plan A -PERS plus the deferred compensation plan

2. Plan B <PERS plus tlu*x deferred compensation plan plus
the new plan

3. Plan C -The deferred compensation plan plus the new plan



The alternatives available for each of the four conslde-ed groups of
employes are:

1. PERS employees - Plans A, o and C

2. Justices ano judges - Plan C

3. Temporary employees - Plan C

4. Marine Transportation division employees - Plan C

Obviously, If either al. or a portion of the temporary employees or
employees of the division of marine transportaiton were at a future
time included under PERS, their Plan C would be modifed to the extent
they would be sharing In any benefits under PERS that were deemed
otherwise attributable to replacement for Social Security coverage.

Under Plan A there would be Improvements In the retirement, survivor®s,
lump sum death and disability benefits under PERS to recognize the

loss of Social Security benefits, 1t being felt that those increases

In the existing PERS benefits would raise those overall benefits to s
satisfactory level. Social Security contributions 1in excess of the
amount necessary to fund the increased cost would go to the deferred
compensation plan.

Under Plan B the PERS Improvements for these benefits would be more
modest with additional survivor®s disability and lump sum death bene—
fits being established under a new plan. Excess Social Security
contributions would go again tu the deferred compensation plan.

Finally, under Plan C there would be no PERS improvements. Thus,
Plan C is identical to P an B, except that more funds are diverted
to the deferred compensation plan.

The Social Security Withdrawal Study Group which is made up of representatives
from all the organizations representing state employees recommended Plan B

for PERS employees and Plan C for temporary employees. Under Plan B for

PERS employees the following benefits are available for selection:

BENEFITS COST
1. Increase the benefit crediting factor Future Service Only 2.4
for employee* other than peace officers Future Service and
and firemen wo 2-1/22 per year of state Past Service 3.2

employment after withdrawal from Social
Security (currently 22) and increase

the benefit crediting factor for peace
officers and firemen to 2-1/22 per year
for the first 10 years of state employ—
ment after withdrawal from Social
Security and to 31 per year thereafter
(currently 21 and 2-1/22).



Increase the occupational death 0.0
and disability benefits for pay— (already included In PERS
ments prior to retirement date program
to the larger of 40% of compensation
and the accrued PERS benefit
(currently 40% of comj nsatlon.)
25 year service retirement Future Service Only 0.7
Future Service and Past
Service 0.9
20 year service retirement Future Service Only 2,2
Future Service and Past
Service 2.8
Add non-occupational disability 0.4
benefits of larger of 40% compen—
sation or accrued benefit «
(Note: At a minimum It |S suggested a one times salary lump-sum death
benefit for all employees ($15,000 flat for temporaries). Probably
more desirable, would be a two times salary benefit for all employees
($15,000 flat for temporaries). Assuming $25,000 annual salary, a
death benefit of $50,000 would provide Income of about $700 a ».ionth
for 8 years. In addition, beneficiaries of the employee would receive

any survivorship benefit available under PERS and Social Security.
Benefits, In total, would likely be superior to those resulting from
the combination of existing PERS and Social Security benefits. A
lump-sum benefit is easy to administer and avoids the severe problems
associated with keeping track of the status of the survivors (re—
marriage or spouse earningsfollowing death of theemployee).)

PERS Employees

One X Salary Benefit ,b
Two X Salary Benefit 1.0

Temporary Employees

Lump Sum Benefit $15,000 ..21

All other monies received for temporary employee as a result of social
security withdrawal will be placed in a mandatory deferred compensation

program.

In addition, It Is recommended that the cost of all Improvements to

PERS, plus the cost of any new plan, not exceed 75% of the contributions

available from Social Security on a long term basis. Funds placed 1n
deferred compensation plan.

(NOTE: This report does not deal with selection of benefits or plans
with selection of benefits or plans for employees under the Judiciary
System or Marine Group.)



Currently employees and the State each contribute 6.05* (12.1X) of Income

on a taxable wage base of $17,000.00 to social security. The total monies
(12.1 of $17,000,00 base) contributed *o social security currently equal

8.9X of the total state payroll. Calculations from the Mil liman and
Robertson, Inc. Report indicate total "odal Security contributions In future
to be equivalent to 10.2% of total state payroll. It 1s now necessary to
select a percentage between 8.9X and 10.2X on which to base the benefit
package for PERS employees. Assuming 8.9X 1s selected a typical benefit
package from the benefits listed above would be as follow*e

A. 1/2X benefit factor Increase
(l1tem 1) Future Service Only 2.4
8. 20 year retirement Future Service and
(l1tem 3) Past Service 2.8
C. Non-otcupatlonal disability
at 40X compensation
(1tem 5) 0.4
0. . Two Salary Benefit
(ltem 6) 1.0
E. 25X contributed ti> deferredcompen—
sation plan to proviue margin of
error
(l1tem 7) 2.3
TOTAL 57T
Areas for 0l1sc, -lon
1. There are several ways 1n which the employee contributions to the plan
could be handled. For example, If employee contributions are simply

withheld from an employee®s paycheck much as they are now for Social
Security, the employee will pay tax on those contributions at the time
the paycheck 1is received but, of course, will receive tax-free any
benefits resulting from those contributions. An alternative would

be to have all contributions made through salary reduction agreements
(contributions will be mandatory anyway) thus relieving the employee
of the tax impact at the current time on such contributions. It

does, however, mean that when an employee ultimately receives

benefits from the plan, he will be taxed on benefits produced by those
contributions. A third alternative Is simply to have a mandatory
across-the-board salary reduction and have all contributions made

to the replacement program by the state. The legislation introduced
should indicate In what manner the contribution will be handled.

2. Keeping in mind \hat Social Security Law can change at anytime, it has
been suggested tojjthe new PIRS plan developed from Social Security
withdrawal to Social Security contributions rates in the future. Thus
IT In the future either employer or employee contribution rates
Increased in Social Security, likewise there would be an increase in
the new PERS plan for both employees and the employer (State of Alaska).
5tate employeeswould not gain any increased employer contribution, if




the new PERS plan Is not tied to Social Security contribution rates.
However, many legislators have Indicated that If an attempt is made
to tie the new PERS plan to social security contribution rates 1n the
future, the legislation opting out cf Social Security will have much
difficulty passing. It might be wise to select a percentage of total
payroll between 8.9% and 10.2S (explained above) as the mandatory
contribution rate for a set number of years.



SOCIAL SECURITY TAKES B|
WITH MORE |

The new Social Security financing bill will substantially
raise the payroll taxes of ovoryone paying into tho system—
employes and employors alike.

Tne taxes, designed to shore up the shaky Social Security
sYstem, will not take effect until next year But employes
already have seen a slight increase this year under an older
law. and deductions will escalate rapidly starting in 1979.

The increases are intended to boost Social Security
revenues to avoid a fiscal crisis the disability fund faces next
Year and the exhaustion of the old age and survivors' trust
und in 1993 The new tax structure also is supposo to
eliminate the system's fiscal deficits for 75 more years

~ The oriﬁjnal Social Security funding law required an
increase this year of two-tenths of one per cent onaslightly
exgpanded wage base The rate aIread%/ has chan?ed from
5 85 per cent of the first $16.500 to 6.05 per cent of the first
$17,700 For a $10,000 a year vorker. the tax increased $20
per Fear..The maximum tax jumped from $965 to S1.071. But
starling in 1979. the changes will come more rapidly

Passed at the close of me first session of Congress, the
new funding bill almost doubles the §)reV|oust scneduled
increases in payroll taxes through 1987 For some workers
the actualannual deduction will almost triple over the next 10
years

By 1987. lower-paid employes will be paying 15-20 percent
higher payroll taxes Those earning more than $20 000 will
pay about 85 per cent more than thoy do now There will be a
dramatic rise in the taxable wage baso from the current
$17,700 to $42 600

There is some good news for retirees, though Under the
older of the twoflnancmog laws retired personsyounger than
72 could earn only $3 000 a year without losm@ any ot their
Social Security benefits Thai changed This year, retirees
age 65-71 may earn up to $4,000 with no penalty—above the
limit the)( losé one ¢ isr of pension for every twn dollars
g%rdr.gldderhere is no outside income limit for persons age 72

5.5
NEW DEDUCTIONS

Salary Current
rate law
it g
605 $613
1987 830 670
1985 630 705
1987 645 715
g
$1,143 $1,226
1982 1.260 1.340
...... . S B
o
$1,143 $1 404
1962 1.474 2010
1985 1.758 2.115
¢ int987 1935 2145
1979 $1,143 $1,404
1982 11474 2.131
1915 1,758 26F«
2012 2.660

GG
NC

ER CHUNK OF PAYCHECKS
REASES DUE

Beginning in 1982. there will be no earning limit torthoso
age 70 and older, and no penalty tor outside incomo of $6,000
for othor retirees ovor age 65.

Here's how the new law affects three specific wage
earners:

" $10,000 wage earner ir 1977 paid a maximum tax of $585
. by 1987 the payroll Deduction will reach $715

*$15,000 wage earner paid a maximum tax of $877 50 last
year . by 1987 the payroll deduction will reach $1,072 50.

*$20,000 wage earner paid a maximum tax of $965 by
w37, the payroll deduction wil' reach $1,430

The new schedulo of Social Security deductions is more
fully detailed in the accompanying chart

One forsecnble effect of the S S increa-.es hesides the
erosion of earnings for public employes, is the d|ff|cult¥ of
improving employe benefits or winning new ones Tho state
must match the increased contributons imposed on
emPones. on a dollar-for-dollar basis It is safe to assume
that public employers will try to hold down costs in other
areas to compensate for this added cost

James F. Marshall, executive director of the Assembly of
Governmental Employees, of which the SCSEA is an
affiliate, warns that some states may try to cut the cost of the
new legislation by pushing for integration of their ﬁubllc
employes' retirement system with Social Security Although
this would reduce contributions by both employe and
employer, tt also would moan a reduction in the ‘sir® o>
retirement checks

Ifthe Social Security program prc ves too expensive, other
ways to trim costs may include stripping away Medicare
disabiLty and survivor benefits and handling them separately
U ho'J down Social Secunty taxes

Some of the exPense of new taxes this year »sbalanced
by President Carter's State of the Union proposal for a
Pene,xl tax cut which should be slightly larger than the
nc.eased payoll deductions for most employes
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The maximum amount of earning* that counts for
social security increased on January 1. 1978 to S17.700
up from the provious years taxable wage base of
$16 500 according to the Social Security Administration
Because of changes in the law designed to keep benefits
m line with living costs, it is no longer possible to predict
with accuracy what the dollar amounts ot benefits are
likely to b« m the future years The law is structured,
however, so that you can I>c sure that flu "real” value of
your benefits lyour buying power) will bo at least as great
as it is now

Under the tax schedule now written into law. the 197b
combined Social Security and Medicare tax is 6 05 per-
cent of tho first S17.700 of earning*, rSI 070 85 at the
most (8 1 percent or $1.433 70 at the mutt, for
seb-employedl The employer contributes the same
amount toward an employee s coverage

Maximum earnings sublet to lax will be set by law
through 1981 (see table below) Afier that they will be
raised whenever ca*h benehis are increased under the
automatic a« istment provisions of the taw because of
increases m the cost of living How much the tax bate
will rise after 1981 cannot bo known now as it depends
on the increase m average wages ol employee* covered
by Social Security each year fax rales after 1981 will be
for employer and employee. 6 7 percent each from 1982
through 1984 705 peuent m 1985. 7 15 percent from
1986 through 1989 and 765 percent from 1090 on for
the self employed 9 35 percent from 1982 through 1984.
9 9percent m 1985 10 p -»n| from 1906 through 1989.
and 10 75 percent from 19y0 on

employe* a employee ttacid

aiaival - 0AID! H T?”fc ul - Annual
Year ENCh '% fgf E[ae{e !\@1 naaa
1978 117.700  90S 100 A0S  st070 as
1975 77.900 508 108 ALl 07T
Mi 75900 SOl 108 Al7  1S87 67
191 79700  SJ 1J0 . ASS 1975 0S
1974 117700 T10 100 810 1141770
1970 77900  70S 105 810 185490
1900  75Ww0 705 10S 810 700790
1981 J4700 800. 170 fso 7767 10

The monthly Social Security check you w.« get after
yeu retire My insured depends on your aveiage earning*

LAVJ

in "covered employment during the period used to figure
your benefits. In the first 5 months of 1978. an employee
and his wife can expect to receivo a joint monthly lenefit
check of around S690 — provided they both start draw-
ing benefits at ago 65 and the employee's earning* have
been equal to or over the maximum taxable earnings
jase each year that it used to figure benefits.

You can retire before you reach 65. but this will result
in a reduced monthly benefit The earliest age at which
you can retire is 62 If you retire on your 62nd birthday
and apply for benefits immediately, you can get 80 per-
cent of the monthly amount you would be entitled to if
you waded until 65 For each month you wait to apply
after reaching 62. your benefits checks are slightly higher
Note that if you choose to take benefit* m a reduced
amount before vou reach 65. you wilt com nue to got a
reduced benefit even after you reach 65 Oependentt of
the insured may be entitled to benefits of the following
categories

Wife or hushand at least 62 years of aoe (a non-
dependent husband will have hi* benefit reduced by the
'mount of any pension he receives tor public employ-
ment not covered try Social Security)

Wife at any age if she it caring for a child under 18 or
cVsabied — who is entitled to Social Secunty

Unnva'ned cfuldian under 18 (or 22 if fulltime
students)

An unmarried child who becomes disabled before
reaching 22 and hat remained so s«nce or whose disabili-
ty recurs within seven years ot the termination of hr*
earlier entitlement to benefits

GrendcMdren who live with insured, d their parents
ere dead or disabled

A divorced wife «f she let is et least 62 end (b) was
married to insured for 20 years or more (10 years, star-
ting January 19791

Medicare lor the aged or disabled *t discussed on the
reverie for additional discussion see Peyton Compensa-
tion at 351 151 Copies of Your New Social Security and
Medicare feci Sheet can be ordered by wfitmg to DNA
Books The Bureau of National Aliens. Inc. 9401
Decoverly Hell *d  Rockville. M-trylend 20850 Copree
are 30c each lor 20 29 copies 25« lor 100 499 20c lor
500 999 copers, end 19c each for 1.000 to 2.499
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Social Security's Dominance

~ With more than half of U.S. households pay-
ing more in social security taxes than federal
income taxes, complaints” about the nation's
tax structure arc mounting. Critics point out
that social securlt){]’s transformation into the
dominant tax for the majority of U.S. families
IS steadily turning the nation's “progressive"
tax system into a “rcgressr e” structure in which
lowcr-income taxpayers arc bearing a propor-
tionally heavier tax burden than upper-income
individuals. _ _

Two factors have combined to produce this
shift in the nation’s tax burden: congressional
reliance on higher payroll taxes, rather than
income taxes, to finance increased social se-
curity benefits; and the continuing erosion of
the income tax base by various corporate and
individual tax breaks, which currently are
estimated to cost the Treasury[ Department
sI 12.7 billion in yearly revenues. Thus, in 1950,
79.7 percent of the federal government's reve-
nues were derived Irotn income taxes and only
20.3 percent from social security: today, how-
ever, Income taxes account for 59.3 percent of
the revenues, while social security payroll taxes
have climbed to 40.7 percent. Moreover, with
the recent trend toward cutting income taxes
to offset higher social security taxes the shift
IS accelerating. Par example,_{'resydent Carter’s
rogoscd 525 hillion tax cut is designed, in part,
0 help offset the hefty social security tax in-
crease that went into effect on January 1. Also.
Mr. Cartel has induated that more “tax cuts
may be in the works to case the sharp payroll
tax_ hikes scheduled lot future years under rhc
social security reform hill sigred into law in
December.

Tax RulirvjS
Traveling expenses...

An employee's contention that his traveling
expenses, including the costs of meals and
lodgings, during a year'semployment in another
state were tax Jeduetthle is upheld by the U.S.
Tax Court.

Due to a dePressed job market in his home
town of Cleveland. Ohio, a untc  dectrician.
who normally secured work thiough an area
hiring lull, was obllﬁ;ated to work lorayear at a
Michigan jobsite. Although the woiker periodi-
cally ‘returned to his ltnnly home in Ohio,
whete he looked tor ajob and even investigated

70VCW

) oy ymoe

Page 2

other lines of work, a lack of work in the area
forced him to keep returning to the Michigan
jobsite. In fI|In? his federal income tax returns,
the employee claimed that his Michigan employ-
ment was te.mlporar and that his expenses there
were deductible as 'travelln% expenses'” that had
been incurred “away from home" in the pursuit
of a trade or business. _

Rejecting the Internal Revenue Service's ar-
gument that the employee’s home was Michigan
since it was his principal place of employment,
the court'stresses that the worker had ‘strong
social and familial ties" to Cleveland and ha
“no intention" of working away from there
"except on a temporary basis." "It would not
have been reasonable™ for the _emp!oKee to
"relocate himself and his family in Michigan,"
the court says, concluding that the worker was
entitled to the deduction. (Saunders v. Comr.,
USTC No. 1236-75, Dee. 12, 1977) .

... Apprenticeship Committee

A collectively bargained, jointly administered
apprentlcesmP committee formed to upgrade
area work standards through educational” and
training programs qualifies for an exemption
from federal income tax, the Internal Revenue
Service holds, _

Under a contract between a union and an em-
ployers' association, IRS notes, the nonprofit
apprenticeship committee selects and trains
apprentices in order to "ensure that local stan-
dards on the ualltK of work conform with
national codes for the industry." Federal law,
IRS continues, provides for the tax-exempt
status of "labor organizations" set up to better
their members* conditions, improve the grade
of their products, or develop a higher degree
of efficiency in their occupations, Since the
apprenticeship  committee was involscd in
"Improving the grade of the industry's product"
and "developing a hlgher degree of occupa-
ti'.al efficiency,” IRS concludes, it "is ex-
empt from federal income tax." (Rev. Hid-
ing 71-42, Jan. 30. 11" §)

Ul: IUR Drops, EB Halted

Pcgular extended unemployment insurance
benefits gF.fI) were discontinued m 41 states on
January 28, because llie national insured unem-
ployment rate (IUR) dropped below 4.5 per-
cent. the Labor Department announces. The
IUR drop to 4.42 percent for the 13-week
period ending January 7 ended the authority-

%Conflrm, Jon page 7)
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SB 25

SECTION NO.

Comparative summary of existing

statutes,

SB 25 and HB 946 based
on the 9 sections of SB 25

&

GENERAL OVERVIEW

EXISTING STATUTES

Requires social
bution.

Defines members. Lists those
included and those excluded..

Defines '"normal retirement”

Defines retirement for peace
officers end firemen. Deter —
mines retirement for all other
PERS members.

Determines occupational disa—
bility pension for firemen &
peace officers. Determines
same for all other members.

NEW SECTION - 4 parts
AS 39.30.150

.160

.165

security contri—

SB 25

Requires same or contribution
in lieu of social security.

Adds to include marine trans- e

portation ferry system employees

now excluded with stipulation
of collective bargaining.

Amends to include members 1in
alternative system. 25 & out.

Increases retirement benefits
for PERS members in alternate
system.

Determines occupational disa—

"Stviwe ftr
"i15a|>KfcTMro0TA. Je" 7~
™ g o><\v"C. Re’et.

T 0 CoVr-PMiVEKIStOV.

-»A
—a NAMA AN

HB 946

»

*Same as SB 25

Adds to include
marine transportatio
employees. Deletes
exclusion of M.T.

Same as SB 25

Same as SB 25

Same as SB 25

bility pensions for all members.

Determines survivor benefits for
and non-occupational

occupational
death. Defines basic monthly

Same as SB 25

compensation under alternate system.

Determines disability benefits for

Same as SB 25

each group under alternative system.

Defines "disability".
of disability.

Defines "Basic Monthly Compensation”

Requires proof

Same as SB 25



SB 25 -SOCIAL SECUIRTY WITHDRAWAL

Comparative summary of existing
statutes, SB 25 and HB 946 based
on the 9 sections of SB 25

SB 25
SECTION NO. EXISTING STATUTES SB 25 HB 946
.170 Determines contributions in lieu Same as SB 25

of social security for each group.
Provides for deductions for defer—
red compensation. Sets up accounts

i NEW Provides intention to withdraw from Same
social security by 1/1/80 i1f ap—
proved by employees.

8. NEW Provides for election Same

9. NEW Provides Tfor effective dates Same



SB 25 -SOCIAL SECUIRTY wiTHDRAWAL

Comparative summary of existing
statutes, SB 25 and HB 946 based
on the 9 sections of SB 25

SB 25
SECTION NO. EXISTING STATUTES SB 25 HB 946
1 AS 39.35.160(b) Each employee shall pay the Amends by adding that each SAME AS SB 25
appropriate social security employee shall pay the ap—
contribution. propriate soc"ll security

contribution or a contribu—
tion in lieu of a social
security contribution.



SB 25 -SOCIAL SECUIRTY WIT!

Comparative summary of existing
statutes, SB 25 and HB 946 based
on the 9 sections of SB 25

SB 25
SECTION NO. EXISTING STATUTES SB 25 HB 946
2. AS 39.35.680(21) (A) Defines member or employee Adds new sub-paragraph(D) Includes, under
as one eligible to parti-— to include marine trans— (B) marine trans—
cipate in PERS and portation employees who portation employee*
(B) includes: are now excluded under who are now exclu—
i. active member (C)(v) from JERS if the ded under (C)(v),
ii. 1inactive member state agrees to their In— and specifies that
iii. vested member clusion through collective other than military
iv. deferred vested member bargaining and specifying service credit,
v. non-deferred vested that other than military only service after
member service credit, only ser— 1/1 80 may be
vi. disabled member vice after 1/1/80 may be credited. Deletes
vii. retired member credited. (C)(v) which ex—

(C) does not 1include:
i. former members

cludes Marine

Transportation
ii. gggsggzisn contract or ferry system en—
iii. casual, emergency or ployees .

temporary workers

iv. persons iil Alaska
"lea herp Reti**"»mjnt
System

v. Marine Transportation
ferry system employees
who are covered by union
or group retirement sys—
tem to which state makes
contributions.

vi. supreme court justices



B 25

SECTION NO.

3. AS 39.35.680(25)

Comparative summary of existing
statutes, SB 25 and HB 946 based
on the 9 sections of SB 25

EXISTING STATUTES

Defines "Normal retirement” as
retirement for a member who is
at least 55 and has a minimum
of 5 years credited service, or
who i1s any age and has 30 years
or more credited service, or a
peace officer or fireman who 1is
any age and has 20 years or
more of credited service.

SB 25

Amends to include under
the definition of "normal
retirement” members who
are making contributions
under the new system 1In
lieu of social security
and are of any age & have
25 years or more of cre—
dited service.

HB 946

SAME AS SB 25



SB 25

SECTION NO.

4. AS 39.35.370(c)

SB 25 -SOCIAL SECUIRT'." WITHDRAWAL

Comparative summary of existing

statutes,

SB 25 and HB 946 based

on the 9 sections of SB 25

EXISTING STATUTES

Determines the amount of
retirement pension for
peace officers and fire—
men. For every other PERS
member and retired member
the monthly amount is 2%
of his average monthly
compensation times years
of credited service.

SB 25
Amends statute by ad ling SAME AS
an increase in the month—
ly amount of retirement
benefit for a PERS em—
ployee who is paying into
the alternate system (in
lieu of social security)
by 3/4 of 1% of the aver—
age monthly compensation
times the years of credi—
ted service making the
total » 2-3/4% of the aver—
age monthly compensation
times years of credited
service.

HB 946

SB 15



B 25

SECTION NO.

5. AS.39.35.410(d)

SB 25 -SOCIAL m

L5

Comparative summary of existing

statutes,

SB 25 and HB 946 based

on the 9 sections of SB 25

EXISTING STATUTES

Determines monthly amount of
occupational disabilit?jf?87=8
peace officer or fireman. For
other employees 1t iIs deter—
mined in accordance with sec.
370(c) of this chapter (see
sec. 4 of this summary), con—
sidering compensation before
termination of employment and
either credited service that
would have been accumulated
if employment had continued
his 55th birthday or
credited service before

until
actual
disability, whichever
ter . except the determined

be reduced by as—

IS grea—

amount shall
suming chat a Joint & s irvi-
vor option of 75Z became im—
mediately effective upon re—
tirement, with the employees
spouse as contingent benefici—
ary. If no spouse exists at
retirement the pension shall
not be reduced.

SB 25 HB 946

is amended to SAME AS SB

This section
read that the amount of an
occupational disability pension
is the greater of 407. of the
employee®s gross monthly com—
or the amount deter—
370(c) of this

considering the em—

pensation,
mined 1In sec.
chapter,
ployees credited service and

compensation before termination

of employment.

25



SB 25
SECTION NO.

N AS 39.30 i1s amended by adding new sections to the existing statutes.
ARTICLE 4 - SUPPLEMENTAL EMPLOYEE BENEFITS ON WITHDRAWAL FROM SOC. SECURITY

Sec. 39.30.150 SURVIVOR BENEFITS
SB 25 HB 946

a) State shall provide for survivor®s a) Same as SB 25
benefits for occupational and non-
occupational death effective as of
employee™s first day of employment
or 1/1/80 whichever 1is later, to
employees making contributions un—
der AS 39.30.170 (alt. system)

1) for casual, emergency & tem— 1) for employees covered by
porary employees not covered Judicial Retirement Ssytem
by PERS or TRS, benefits pay— or PERS, benefits payable
able to beneficiary shall be to beneficiary shall be a
a lump sum of $15,000. lump sum equal to 12 times

2) for all employees cvhei than employee®s basic monthly
those above, benefits payable compensation at time of
shall be a lump sum equal to death.

12 times the emp byee I basic Same as a)l sec.39.30.150
monthly compensation at time SB 25.
of death.

b) Defines "Basic Monthly Compensation b) Same as SB 25

at Time of Death™ as employee basic
monthly compensation for the last
full month of employment Immediately
preceding death or disability leading
to death.



SB 25
SECTION NO.

6. AS 39.30 is amended by adding new sections to the existing statutes.
ARTICLE 4 - SUPPLEMENTAL EMPLOYEE BENEFITS ON WITHDRAWAL FROM SOC. SECURITY

Sec. 39.30.160 - DISABILITY BENEFITS

SB 25 HB 946
a) Requires state to provide an occupational and SAME AS SB 25
non-occupational disability benefit program (Entire section)
covering each state employee making contribu— dealing with DISABILITY
tions under AS 39.30.170 (alternative system) BENEFITS

Coverage to begin on 1st day of employment or
1/1/80, whichever 1is later. Disability payments
are not payable during the first six months of
disability.

b) Defines "disability” as complete 1inability to
engage in regular occupation during first 12
months of disability & thereafter complete iIn—
ability to engage in any employment or occupation
for which he is reasonably fitted by reason of
education, training or experience.

c) For a casual, temporary or emergency employee
not covered by PERS or TRS, the benefit is $100
per week payable only if the employee fulfills
the requirements of (e) of thi3 section. The last
payment shall be for the week in which 1) death
occurs, or 2) he reaches age of 65, whichever
occurs TfTirst.

d) For all employees other than those covered by (c)
the monthly disability benefit shall be 60% of the
first $5,000 of the employees basic monthly earnings
at the date of disability less any benefits the em—
ployee Is entitled to under social security or any
other disability plan to which the state contributes
on his huh * Disability benefits payable only if
the empiov-i nills the requirements of (e) below.
The Inat payment shall be for 1) the month of his
death, or 2) the month he reaches normal retirement age,
or 3) the month he reaches 65, whichever comes first.



SECTION NO.

6. AS 39.30 i1s amended by adding new sections to the existing statutes.
ARTICLE 4 - SUPPLEMENTAL EMPLOYEE BENEFITS ON WITHDRAWAL FROM SOC. SECURITY
Sec. 39.30.160 - DISABILITY BENEFITS (Continued from last page
SB 25 HB 946 “
e) An employee receiving these benefits must provide SAME AS SB 25

satisfactory proof of continuing disability to the
Director of the Division of Retirement & Benefits
one year after emp” ee 1s appointed to disability
benefits and once e. ch year thereafter until bene—
fits cease. IT employee provides satisfactory
proof rf permanent disability, the requirement of
further proof of continuing disability may be
waived.



SB 25
SECTION NO.

6. AS 39.30 is amended by adding new sections to the existing statutes.
ARTICLE 4 - SUPPLEMENTAL EMPLOYEE BENEFITS ON WITHDRAWAL FROM SOC. SECURITY

Sec. 39.30.165 - BASIC MONTHLY COMPENSATION

SB 25 HB 946

Defines "basic monthly compensation” as the SAME AS SB 25
amount earned by the employee during the month,
including normal overtime; however, unusual or
seasonal overtime or work of a seasonal nature

may be adjusted to reflect a 12-month average.



SEETION No

6 .

a)

b)

c)

AS 39.30 is amended by adding new sections to the existing statutes.
ARTICLE 4 - SUPPLEMENTAL EMPLOYEE BENEFITS ON WITHDRAWAL FROM SOC. SECURITY

Sec. 39.30.170 - CONTRI

B 25

BUTIONS
HB 946

Amounts usually paid by the state and “aAmoun;s usually paid into social

employee into social security shall be
paid into a special employee benefit
account in the Dept, of Administration
to be used for retirement, death and
disability benefits for:

1. PERS members except peace officers
and firemen.

2. Peace officers & firemen covered
under PERS

3. Judicial Retirement System members

4. emergency, temporary or casual
workjrs not covered by PERS or TRS

5. Marine transportation state ferry
employees who are covered by a
maritime union contract but not i
PERS

Cost of providing survivor and disabi —
lity benefits outlined in this article
shall be determined and expressed as a
percentage of payroll for all of the
above groups except all employees covered
by PERS shall be considered as one group.
(d.1.& 2.)

From employee benefits accounts (a) the

Department of Administration shall deduct:

1. the amount determined under (b) to
pay for cost of Eggviding benefits
under sections 1 & 160 for each
employee in that group.

security to be paid into special
employee benefit account 1in the
Dept, of Administration for em—
ployee retirement, death and dis—

ability benefits.

b) The cost of providing survivor

and disability benefits under
sections 150 & 160 shall be
expressed as a percentage of
payroll for each of the following
1. PERS members

2- Judicial Retirement System
members

3. Emergency, temporary or
casual workers not covered
by PERS or TRS

c) From the “mount contributed by

the employee and the state the

Dept, of Administration shall

deduct:

1. for each employee the amount
determined under (b) to pay
for benefits under sections
150 and 160.

2. for PERS members except peace
officers and firemen, an ad-—
ditional 7.17. of gross month—
ly compensation.

3. for peace officers & firemen
covered under PERS an addi—
tional 6.27, of gross monthly
compensation.



SB 25

SECTION NO.
6. AS 39.30
ARTICLE 4 - SUPPLEMENTAL EMPLOYEE BENEFITS ON WITHDRAWAL FROM SOC.
Sec. 39.30.170 - CONTRIBUTIONS
SB 25
(c) 2. from the account for group in ()
(1) an additional 7.1% of gross

)

monthly compensation for each em—

ployee in that group.
3. from the account for group in (a)
(2) an additional 6.2% of gross

monthly compensation fo.* each em—
ployee 1in that group.

The balance in each employee benefit (@

account shall, after specified deduc—
tions in (c) be allocated on a pro
rata basis to those employees for
whom contributions under (a) exceed
deductions under (c). and be deposited
in individual “aferred compensation

The director of the division

ad—

accounts.
of retirement and benefits shall
minister this program and establish

operating procedures which allow for
deferment of state and federal Income
tax until benefits are receivable in
accordance with federal regulations

under the Internal Revenue Code.

is amended by adding new sections to the existing statutes.

SECURIT

(Continued)

HB 946

The balance of contributions

made into special employee

after
in (b)
be deposited
deferred com-

benefit account shall,
deductions specified
of this section,
in an individual
pensation account. Director
of the division of retirement
and benefits shall administer
this program and establish
operating procedures which
allow for deferment of state
and federal Income tax until
benefits arc receivable in
accordance with federal regu—
lations under the Internal

Revenue Code.



Comparative summary of existing
statutes, SB 25 and HB 946 based
on the 9 sections of SB 25

SB 25
SECTION NO. EXISTING STATUTES SB 25 HB 946
7. Intention to with— None IT approved by employees of the State SAME AS SB 25

of Alaska as set out in sec. 8 (see

next page) the state"s notice of inten—
tion to withdraw from the federal Social
Security System shall become effective
January 1, 1980.

draw from Social
Security System &
providing for an
effective date.



SB 25
SECTION NO.
8. Election

SB 25 -SOCIAL SECUIRTY WITHDRAWAL

Comparative summary of existing

statutes,

SB 25 and HB 946 based

on the 9 sections of SB 25

EXISTING STATUTES

None

SB 25 HB 946

Provides for the Dept, of Aumin. to SAME AS SB 25
conduct a secret ballot election by except this bill
9/25/79. The Dept, shall prepare a provides for a
list of all affected employees and secret ballot
their addresses at least 90 days be— election between
fore th"* election and make the list February 1 and
available to interested parties. April 1, 1979.

The question on the ballot shall read
"Do you favor withdrawal from the
Social Security System?"™ The ballot
shall contain a description of the
benefits under the alternative system
in lieu of social security benefits.
No other information concerning this
issue will be distributed or attached
to the ballot. A simple majority of
those employees voting shall determine
the outcome of the 1issue.



Comparative summary of existing
statutes, SB 25 and HB 946 based
on the 9 sections of SB 25

SB 25 . _
SECTION NO. EXISTING STATUTES SB 25 HB 946
Effective dates None Sections 1-7 of this bill will . SAME AS SB 25

take effect on 1/1/80 if ap—
proved by a majority of the
voters under sec. 8. Sec. 8
takes effect immediately 1if
this bill 1is passed.



%

Introduced: 1/16/79
Referred: State Affairs
and Finance

IN THE SENATE BY RAY

SENATE BILL NO. 25
rr

\]- \ ) IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to withdrawal from the federal Social

Security System} and providing for an effective date."”
BE IT ENACTED BY THF. LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. 7739.35.160(b) is amended to read:

(b) In addition each employee shall pay the appropriate social
security contribution or the contribution required under AS 39.30.170
lieu of a social security contribution.

* Sec. 2.AS 39.35.680(21) is amended by adding a new subparagraph to rea
(®) may include employees of the division of marine
transportation excluded under (C)(v) of this paragraph provided

that

@) the State of Alaska formally agrees to their
Inclusion through the process of collective bargaining, and
(il) other than military service credit, only ser—
vice after January 1, 1980 may be credited under this chapter}
* Sec. 3. AS39.35.680(25) la amended to read:

(25) "normal retirement”™ means retirement for a member who 1is
at least 55 years old and has a minimum of five years credited service,
or who 1is any age and has 30 years or more of credited service, or who
is making contributions under AS 39.30.170, is uny age and has 25 years
or mure of credited service, or a peace officer or fireman who 1is any

age and has 20 ycais or more of credited servicei

* Sec, 4. AS39.35.370(c) is amended to read:

(c) The monthly amount of a retirement benefit for a peace officer

-1- SB 25



or fireman is two percent of the average mo*™ ily compensation times the
years of credited service up through 10 yea. plus two and one-half
percent of the average monthly compensation times the years of service
over 10 years. For all other employees it is two per cent of the aver—
age monthly compensation times the years of service. The monthly amount
of a retirement benefit for an employee covered by this chapter who is
making contributions under AS 39.30.170 shall be increased by thrce-
fourths of one per cent of the average mmmontbly compensation times the
years of credited service with the ”tate. An actuarial adjustment must
he made for an early retirement benefit.

Sec. 5. AS 39.35.410(d) 1is amended to read:

(d) The monthly amount of an occupational disability pension is
the greater of 40 per cent of the disabled employee®s gross monthly com—
pensation at the time of termination due to disability or the amount
determined in accordance with AS 39.35.370(c) considering the employee"s
credited service and compensation before termination of employment.

Sec. 6. AS 39.30 is amended by adding new sections to read:

ARTICLE 4. SUPPLEMENTARY EMPLOYEE BENEFITS ON WITHDRAWAL

FROM FEDERAL SOCIAL SECURITY.

Sec. 39.30.150. SURVIVOR 3 BENEFITS. (a) The State of Alaska
shall provide for survivor®s benefits for occupational and non-occupa-
tlonal death effective as of an employee®s first day of employment, or
January I, 1980, whichever 1is later, to employees of the state who are
making contributions under AS 39.30.170 as follows:

(1) for all casual, emergency or temporary employees not
covered by the Alaska Public Employees®™ Retirement System (AS 39.35) or

the Alaska Teachers®™ Retirement System (AS 14.25) the benefit payable to
the heneflclary shall be n lump sum of $15,000.

(2) for all employees other Chan those covered under (1) of



this subsection, the benefit payable to the beneficiary shall be a lump
sum equal to 12 times the employee's basic monthly compensation at the
time of deathi

(b) For purposes of this section "basic monthly compensation at
the time of death" means the employee's basic monthly compensation for
the last full month of employment Immediately preceding his ceath or
disability leading to his death.

Sec. 39.30.160. DISABILITY BENEFIT, (a) The state shall provide
an occupational and non-occupatlonal disability benefit program covering
each employee of tho st-te making contributions under AS 39.30.170.
Coverage shall begin on the first day of employment or January 1, 1980,
whichever Is later. Disability payments arc not payable during the
first six months of disability.

(b) In thla section, "disability" means the complete inability of
the employee to engage in his regular occupation during the first 12
months of disability, and thereafter the complete inability to engage in
any employment or occupation for which he is reasonably fitted by reason
of education, training or experience.

(c) For a casual, emergency or temporary employee not covered by
the Alaska Public Employees’ Retirement System (AS 39.35) or the Alaska
Teachers' Ketlrement System (AS 14.25), the disability benefit Is $100
per week and shall be payable only if the disabled employee fulfills the
requirements set out In (e) of this section. The last payment shall be
for the week in which (1) the death of the disabled employee occurs, or
(2) the disabled employee reaches the age of 65, whichever occurs first

(d) For all employees other then those covered In (c) of this
section, the monthly disability benefit shall be 60 per cent of the
first $5,000 of the employee's basic monthly earnings at the date of
disability lens any disability benefits the employee Is entlLtlcd t

-3- SB 25



under Social Security or any other disability plan to which the state
makes contributions on behalf of that employee. The disability benefit
shall be payable only If the disabled employee fulfills the requirements
set out In (e) of this sec ion. The last payment shall be for (1) the
month in which the death of the disabled employee occurs, or (2) the
month the disabled employee reaches normal retirement age, or <3) the
month the disabled employee reaches the age of 65, whichever comes
first.

(e) An employee receiving a disability benefit under this section
shall provide the director of the division of retirement and benefits,
one year after appointment to disability hcncflta and once each year
thereafter until disability benefits cease, satisfactory proof of con-
tinuing disability. If the employee provides satisfactory proof that
the dibahility is permanent, rhe requirement of submitting further proof
of continuing disability may he waived by tlip director.

Sec. 39.30.165. BASIC MONTHLY COMPENSATION. In secs. 150 - 160 of
this chapter, "basic monthly compensation” wans the amount earned by
the employee during the month, including normal overtime! however,
unusual or seasonal overtime or work of a seasonal nature may be ad-
justed to reflect a 12-month average.

Sec. 39.30.170. CONTRIBUTIONS. <a> The amounts which both the
state and the employee of the state would have otherwise paid into the
federal Social Security System at the rate then in effect had the state
continued In the federal Social Security System shall he paid into
special employee benefit account In the Department of Administration to
he used to pro/ldc employee retirement and death and disability benefits

for each of the following groupsc
(1) employees covered under the Alaska Public Employees

Retirement System (AS 39.35), except peace officers and firemen (as



defined In AS 39.35.680(27))i
(2) peace officers and firemen covered under AS 39.35 (PERS)

(3) employees covered under the Judicial Retirement System
(AS 22.25)i

(A) emergency, temporary or casual workers not covered under
AS 39.35 (PF.RS) or AS 14.25 (TRS)i

(5) employees of the division of marine transportation en-
gaged In operating the state ferry system who are covered by a maritime
union contract and are not covered under AS 39.35 (PERS).

(b) There shall be determined the mat of providing the survivor
and disability benefits provided under AS 39.30.150 and AS 39.30.160
expressed as a percentage of payroll for each of the groups set out
under (a) of this section, except that all employees covered under AS
39.35 (PERS) shall be considered as one group for purposes of this
subscctlon.
(c) From the employee benefit accounts established under (a) of

this section, the Department of Administration shall deduct!

(1) from each benefit account, the amount determined under
(b) of this section to pay the coat of providing henefits under secs.
150 and 160 of this chapter for each employee In that groupi

(2) from the account for the group listed In (a)(1) of this
section, an additional 7.1 per cent of gross monthly compensation for
each employee In that groupi

(3) from the account for the group listed in (a)(2) of tHa
section, an additional 6.2 per cent, of gross monthly compensation for
each enployee In that group.

(ci) The balance In each employee benefit account shall, after
deduction of the amounts specified In (c) of this section, be allocated
on a pro rata basis to those employees for trfiom contributions under (a)

-3 SB 25
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of this section exceeded deductions under (c) of this section and be de-
posited In Individual deferred compensation accounts in the names of
those employees. The director of the division of retirenent and bene-
fits shall administer the deferred compensation program and shall, by
regulation, establish operating procedures for the program which allow
for deferaient of the state and federal Income tax until beneflfr are
receivable in accordance with federal requirements under the Internal
Revenue Code.

* Sec. 7. If approved by employeesof the State of Alaska as set out In
sec. 8 of this Act, the state's noticeof Intention to withdraw from the
federal Social Security System shall be allowed to become effective January
1, 1980.

* Sec. 8. The Department of Administration shall conduct an election by
secret ballot by September 25, 1979. The depa-tr.nt shall, at least 90 days
b fore the election, prepare a list of all affected state employees, in-
eluding permanent, seasonal and temporary employees, who shall be eligible to
vote, along with mailing addresses, and make the list available to Interested
persons nr employee representative organizations. The question on the ballot
shall readi "Do you favor withdrawal from the Social Security System?" The
ballot shall contain a description of the benefits provided for in this Act
which would be provided In lieu of further benefits under the Social Security
System. No other Information concerning the e'ectlon issue may be distri-
buted with or attached to the ballot. A simple majority of thoae employees
voting shall determine the outcome of this issue.

* Sec. 9. Sections 1 - 7 of this Act take effect on January 1, 1980 if
approved by a majority of the votes cast by affected atete employees under

sec, 8 of this Act. Section 8 of this Act takes effect IsBedlately in accor
dance with AS 01.10.070(c).

SB 25
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J\laska j&tate Hegislaiurc

SB 25

Relates to withdrawal from federal social security system

by state emnlovees. Amends AS 39.30 by addition of new

article entitled "Supplemental Employee Benefits on with—
drawal from federal social security”, allowing state employees
to pay into a special enployee benefit account in the Dept,

of Administration for retirement, death and disability benefits
in lieu of a social security contribution. Provides act
effective January 1, 1980, 1if approved by a majority of affec—
ted state employees. Sec. 8 provides for election by state

employees on 9/25/79 - effective immediately.

Fiscal note wont be available for a week. “* w (K'tlc A

Modified and amended version of HB 946 *.*imm pMTi- iiiill. <

W
SB 25 1is sponsored by Ray but was submitted by APEA who

have related back-up material.
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Your social security

Today, social security is the Nation's
bas ¢ method of providing a continuing
ini *me when family earnings are
reduced or stop because of retirement,
disability, or death.

» Nine outof 10 workers in the United
States are earning protection under social
security.

» Nearly Lout ofevery 7 persons in this
country receives monthly social security
checks. N

» About 23.1 million people 5and over,
nearly all of the Nation's aged popula-
tion, have health insurance under
Medicare. Another 2.6 million disabled
people under 65 also have Medicare
~ Nearly every family, then, has a stake
in social security. . _ .

Through the years since social security
was enacted in t935, thirc have been
many changes to improve the protection
it gives to workers ard their families. At
first, socir I security covered only the
worker u%on retirement; but in 1939, the
law was changed to pay survivors when
the worker oied, as well as certain de-
pendents when the worker tctired.
~ Social security covered only workers in
industry and commerce when the
program began In the 1950's, coverage
was extended to include most self-
employed persons, most State and 'c J
employees, household and farm
employees, membersofthe Armed
Forces, and members of the ple&gy. To-
day. almost alljobs in the United States
are covered by social security.



Disability insurance benefits were first
paid for July 1957, giving workers protec-
tion q%alnst loss of earnings due to total
disability. .

The social s.ecurltg program was ex-
panded again in 1965 with the enactment
of Medicare which assured hospital and
medical insurance protection to people
65 and over. Sinu. 1973, Medicare
covera%e has been available to people
under 65 who have been entitled to dis-
ability checks for 2 or more consecutive
K_ears and to p60ﬁ|e with permanent

idney failure who need dialysis or
kidney transplants. .

Asaresult oflegislation ena”ed in
1972, social security benefits will in-
crease automatically in the future as the
cost of living goes up.

Legislation enacted in late 1977 made
an important change in the way benefits
are calculated, restored the financial
soundness of the social security
program, and made other changes in the
program. . :

is booklet is about your social
security. It tells how you tarn nrotection
under social security, the k. ids of bene-
fits you and your family can get, how
social security is financed, and other in-
formation that can help yot r itnnning
for the future.



Who gets checks?

Who gets a monthly social security
check? The question can be answered in
one word. People. All kinds of people.
Young people, old people, poor people,
rich people. Men, women, and children.

Monthly social security checks may go
to workers nd their dependents when
the worker retires, becomes severely dis-
abled, or dies. Then, there’s Medicare,
which helps pay the cost of health care
for eligible people who are 65 or over or
disabled.

Monthly benefits social security pays
include:

Retirement checks—when you retire,
you can start getting retirement checks as
early as 62.

Isability checks—A worker who
becomes severely disabled before 65 can
get disability checks.

Under social security, you're con-
sidered disabled if you have a severe
physical or mental condition which:
Prevents you from working, and
» Isexpected to last (or has lastce cat
least 12 months, or is expected to result
in death

Your checks can start for the 6th full
month of your disability. Once checks
start, they'll continue as long as you are

abled. If you are severely disabled,
you could get benefits even though you
manage to work a little.

Survivors checks—if the worker dies,
su rfivors checks -an go to certain mem-
bers of the worker's family. A lump-sum
payment also can be made w”cn a
worker dies. This payment usually goes
to the widow or widower



Checks for aworker’s family

Monthly social security checks also are
paid to certain dependents of a worker
who has retired, bi come disabled, or

died.

Retirement or disability—monthly pay-
ments can be made to a retired or dis-
abled worker’s:

Unmarried children under 18 (or 22 if
full-time students).

Unmarried children 18 or over who were
severely disabled before 22 and who con-
tinue to be disabled.

Wife or husband 62 or over.

Wife under 62 if she % caring for
worker's child under 18 (or disabled)
who's getting a benefit based on the
retired or disabled worker searnings

Survivors- Monthly payments can be
made to a deceased worker's:

Unmarried children under 18 (or 22 if
full-time students).

Unmarried son or daughter 18 or over
who was severely disabled before 22 and
who continues to be disabled

» Widow or widower 60 or older.
» Widow, widower, or surviving divorced

mother if caring for worker s child under
18 (or disabled) who is getting a benefit
based on the earnings of the deceased
worker.

Widow or widower 50 or older who
becomes disabled not "ater than 7 years
after worker s death, or within 7 years
after mother s or father’ benefits end.
Dependent parents 62 or older.



Checks also can go to a divorced wife
or husband at 62 or-over, or a surviving
divorced wife at 60, or to adisabled sur-
viving divorced wife 50 or older if the
marriage lasted 20 years or more Lllo
years be%.m.nmg January 1979). Children
may be eligible for social security bene-
fits based on a grandparent’s earnings
under certain conditions.

Generally, a marriage mus' have
lasted at least 1year hefore dependents
ofaretired or disabled worker can get
monthly benefits; survivors can get ben-
efits in most cases if the marriage lasted
at least 9 months.

Medscare _ o
The two parts of Medicare—hospital in-
surance and medical msurance—helﬁ.
protect people 65 and over from the high
costs of health care. Also eligible for
Medicare are dlsabledé)eople under 65
who have been entitled to social security
disability benefits for 24 or more coi,-
secutive months (including adults who
arc receiving benefits because they have
been disabled since childhood). Insured
workers and their dependents who need
dialysis treatment or a kidney transplant
because of permanent kidney failure also
have Medicare protection

The hospital insurance part of
Medicare helps pay the cost of inpatient
hospital care and certain kinds o
folk wupcare. The medical insurance
part of Medicare helps pay the costs of
Ehys_|C|ans' services, outpatient hospital
** ices, and for certain other medical
itc ns and services not covered by
hospital insurance. People who ha\c



medical insurance pay a monthly pre-
mium. More than 70 percent of the cost
of medical insurance is paid from general
revenues of the Federal Government.
The basic premium is $8.20 for the 12-
month period beginning July 197E.

If you're eligible (or a social security
or railroad retirement check either as a
worker, dependent, or survivor, you au-
tomatically have hospital insurance pro-
tection when you re 65.

it's agood idea to apply for your
Medicare insurance 3 months before
your birthday month. That way your pro-
tection will start the month you reach 65.
When you apply for hospital insurance,
you will be enrolled automatically for the
medical insurance part of Medicare
unless you tell us you don't want it.

People 65 and over who havent
worked long enough to be eligible for
hospital insurance can get this protection
by enrolling and paying a monthly pre-
mium just as they would for other health
insurance. The basic premium is $63 for
the 12-month period beginning July
1978. People who buy Medicare hospital
insurance also must enroll in mcdicai in-
surance.

For more information about
Medicare, ask at any social security office
for acopy of the leaflet, A htefexplana-
tion of Medicare.
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Bullding protection

Monthly cash benefits

Before you or gour family can get
monthly cash benefits, you must have
credit for a certain amount of work
under social security. The exact amount
of work credit depends on your age.

Social security credit is measured in
“quarters of coverage.” Starting with
1978, employees and self-employed peo-
ple receive one quarter of coverage for
eacr $?7c0 of covered annual earnings.
For information about how self-emplloy-
ment earnings are covered under socia
security, ask for a copy Ol the leaflet, If
you 're self-employed...reportingyour in-
comefor social security. No more than.
four quarters of coverage can be credited
for ayear. The $250 measure will in-
crease automatically in the future to keep
pace with average wages.

Before 1978, an employee generally
earned one quarter of coverage if he or
she was paid wages of $50 or more in a
calendar quarter. Self-employed people
received four quarters of coverage if they
had self-employment net profit of $400
or more.

Maore than 9 out of 10jobs in paid
employment and sclf-cmployr.tent in the
United Slates arc covered bv social
security. Special rules which apply to
some occupations are discussed later in
this booklet . .

If you stop working under social
security before you've earned enough
credit, you un't get benefits later But
the credit you've already earned will stay

myour record and you can add to it if
yiu return to work under social security.

Having enough credit means only that
you or your family can get checks The
amount of your check depends on your
average earnings over a period of years.



The following tables show how much
credit is needed for retirement and sur-
vivors benefits. The people in any social
security office will be glad to give you
more details.

Under a special rule, cash payments
can be made to a worker's children and
their mother or father even though the
worker dies with fewer credits than
shown provided he or she has worked
under social security 1X years in the 3
years before death.

Work credit for disability benefits

If you become disabled before you’re 24,
you need credit for |'/?years of work in
the 3years before you become disabled

If you’re between 24 and 31, you must
have credit for half the time between
your 21st birthday and the time you
become disableu.

If you become disabled at 31 or later,
you generally need credit for at least 5
years of work out of the 10 years ending
when you become disabled You may
need additional credit, depending on
your age »nd the date you disability
starts.

The chart for work credits for sur-
vivors and disabiiit) benefits on the next
page shows how much total work iredu ts
needed by workers who become disabled
at age 43 or older

If you are disabled by blindness, you
do not have to meet the requirement of
recent work but do need credit for W year
of work f/r each year since 19S0 (or the
year yr reached 21 if later), up to the
year you become blind. A minimum of
1W years of credit is needed

12



Work credit for retirement benefits

If you
reach
62 In
1975
1976
1977
1978
1979
1981
1983
1987
1991 or later

Year
you
need

C

6%
!
v
8

9
10

Work credit for survivors and disability

benefits

Born after
1929. die

or become
disabled at

28 or younger

62 or older

Born before
1930, die
or become
disabb'd be-
fore 62 In

1975
19/7
1979
1981
1983
19SS
1917
1989
1991 or later

Years
you
need

IVt
2
2V,
3
3,
4
N>
5
o,
6
6Vi
!
N>

B
8
9

0,
10
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Special rules apply to some work
Although almost alljobs in the United
States are covered by social security,
there are special rules which apply to
some.

You should check with a social
security office about these special rules if
you work in or about someone's home
doing housecleaning, gardening, or
babysitting; if you are a student and also
arc employed by your school or college;
if you own, operate, or work on a farm; if
you are amember of i religious order; if
you have ajob where you get cash tips;
or if you are an employee of a State or
local government, a non-profit or inter-
national oiganiiation. Special rules also
appl)( to those who work or are self-
emp oyed outside the United States.

Leaflets contalnmﬂ information or
special interest to self-employed people,
farmers, farm landlords, people who re-
ceive cash tips, and others are available at
any social secur|¥ office State and local
government employees should direct
their questions to their State Social
Secu j administrator.



What Is it worth?

Amount of monthly checks

Up to now, social security checks have
usually been based on your average earn-
ings under social security over a period

of years, using the actual dollar value of
your past earnings. This method will
continue to be used for workers who
reach 62, become disabled, or die before
1979.

For workers who reach 62, become
disabled, or die after 1978 a new method
of calculating benefits will go into effect.
Under this method, actual earnings for
past years will be adjusted to take ac-
count of changes in average wages since
1951. These adjusted earnings will be
averaged together and a formula will be
applied to the average to determine the
benefit amount.

The new method is intended to insure
that benefits will reflect changes in wage
levels over your working lifetime and will
have a relatively constant relationship to
pre-retirement earnings. So that no one
now nearing retirement will be disadvan-
taged. the law contains a guarantee
Under the guurantee. retirement
benefits for workers who reach 62 after
1978 and before 1984 will be figured two
ways— under the old method using
benefit rates that were in effect as of
January 1979 and under the new
method The benefit rate paid will be the
higher of the two calculations.

Workers who become disabled after
1978 will have their benefits figured only
under the new method starting in 1979
as will the survivors of workers who die
after 1978 In addition, social security
benefits for people on the rolls will in-
crease automatically in future years as
the cost of living rises Each year, living

15



costs Will be compared with those of the
year before. If ||V|n% costs have increased
3 percent or more, benefits will be in-
creased by the same amount and will be
included in checks issued the followin
July unless Congress has already acted to
raise bt fits. _

While, ou are working, social security
contributions are taken out of your
wages. You will pay social security con-
tributions on all wages up to $17,700 in
1978. After increases t0 $22,900 in
1979, $25,900 in 1980, and $29,700 in
1981, this amount will increase auto-
matically in future years to keep up with
changes in average wage icvels as under
previous law. This means that a worker
paying increased social security contribu-
tions can be sure of higher benefits later
because benefits will be based on a high-
er level of earnings

Social security checks are not subject
to Federal income tax.

If you qualify for checks on the record
of more than one worker (for example,
on your own record and your hus-
band's), you'll get an amount equal to
the larger of the two amounts. If, in addi-
tion to your social security henefit as a
wife, husband, widow, or widower, you
receive a pension hased on your work in
public employment not covered by social
security, your benefit as adeﬁendent or
survivor will be reduced by the amount
of that pension. Under an exception in
the law. your governmental pension will
not affect your dependent's or survivor's
benefit if you become eligible for that
pension before December 1982, and, if
at the time you apply or become entitled
to your social security benefit asa de-
pendent or survivor, you could have
qualified for that benefit if the law as in
16



effect in January 1977 had remained in
effect. (At that time, men had to prove
they were dependent upon their wives
for their support to be eligible for bene-
fits as a dependent or survivor.) Your
governmental pension, however, will not
affect any social security benefit based on
your own work covered by social
security.

addition to monthly benefits, there
is a lump-sum payment made at a
worker’s death. It is $255.

A word of explanation

Some people think that if they ve always
earned the maximum amount covered
by social security they will get the highest
benefit shown on the chart. This isnt so.
Although retirement benefits as high as
$502 a month are shown, payments this
high can't be paid to a worker retiring at
65 now. The maximum retirement bene-
fit generally payable to a worker who
beames65 in 1978 is $489.70 a month
(effective June 1978), based on average
covered yearly earnings of $8,257.

The reason the average can be no
higher now is that the maximum covered
earnings were lower in past years. Those
years of lower limits must be counted in
with the higher ones of recent years to
figure your average covered yearly earn-
ings and this average determines the
amount of your check.

The maximum earnings creditable for
social security arc $3,600 for 1951-1954;
$4,200 for 1955-1958; $4,800 for
1959-1965; $6,600 for 1966-1967;
$7.8CO for 1968-1971, $9,000 for 1972,
$10,800 for 1973; $13,200 for 1974;
$14,100 for 1975; $15,330 for 1976;
$16,500 for 1977; $17,700 for 1978,
$22 900 for 1979; $25,900 for 1980, and
$29,700 for 1981.



The table shows examples of monthly
cash benefits payable, based on several
different levels of average yearly earn-
ings.

Reduced benefits
You can retire as ea.rl?/ as 62, but your
retirement check will be reduced perma-
nently. Payment amounts are also
reduced ifa wife, husband, widow, or
\évsldower starts getting payments before
The amount of reduction depends on
the number of months you get checks
before you reach 65. Ifyou start your
checks early, you'll get about the same
value in total benefits over the years, but
in smaller installments to take account of
the longer period you'll get them.

Estimating your check

Although the exocramount of your
retirement check can't be figured until
you apply for benefits, you can estimate
the amount ahead of time. Ask at any
social security office for a cony of the
leaflet, Estimatingyvur social Security
retirement check.

Biggert .cks by additional work

If you return to work after you start get-
ting retirement checks, your added earn-
mgs will often result in higher beneflls
when you a[qaln stop working Social
security willautomatically rcttgure your
benefit after the additional earnings are
credited to your record.

In addition, a worker who doesn't get
any benefits before 65 and delays retire-
ment past 65 will gel a special credit that
can mean a larger benefi . The credit
adds to a worker's benefit | percent for
?gch year (1/120f 1percent for each



Examples of monlhly social securltv payments (effective June 1978)

Average yearly earing* after 1950 covered by social security

Benefit* can be ,iald to a: or lest
Retired worker at 63 121 80
Worker under 65 and disabled 121 80
Retired worker at 62 97 50
Wife or husband at 65 60 90
Wife or huiband at 62 45 70

Wife under 65 and one child in her care 61 00

Widow or widower at 65 it worker never
recelved reduced %ene ?t 121 80

Widow or widower at 60 if lole survivor 710
Widow or widower at 50 and daabkd ifsole survivor 6100
Widow or widower with one child in care 182 80
_Maximum family payment 182 70

aximum earnings cohered by social Security were lower in

T U e1vera 4 ﬁjete ine* your p myment amo(nt Because
aximum retirement benefi

payable until future yean™ The

fi

§',000
251 mi
25! 80
201.50
125.90
94 50
1)3.20

251 80
180 10
12600
377 *0
384 90
Pa zeﬁ_l\'

t gener

$4,000
296.20
296 20
237.00
14K 10
11 10
21000

29 20
21180
148 20
444 40
506 20

*and muti
amou

o

8700 $6,000
34350 388.20
34350 388 20
274 80 31060
171 80 194 10
12890 14560
290 40 32400
34)‘0 388 20
24570 277 60
17190 194 10
51540 58240
63380 712.10

e inclyde |nf| ur|

wn in the la

paya e to a worker w

$8,000
482.60
482 60
JWI

2413
181 00
362 00

48260
345 10
241 40
72400
844 50

our averaﬁe earnin

wonV

enera
ho || 65 mgl 489.70

$10,000
534 70
534.70

. 421.80

267 40
20060
401 00

534 70
387 40
267 50,
802 20
93570

%



month) from age 65 to age 72 for which
he or she did not get benefits because of
work The credit will be increased to 3
percent for each year (‘/«percent for each
month) for workers reaching 65 after
1981. Also, persons who received
reduced benefits will be able to get the
credit for non-payment months after
reaching 65. Starting with June 1978, the
worker's credit will also apply to widow's
and widower s benefits.

Special minimum benefit

There is a special minimum benefit at
retirement for some people who worked
under social security over 20 years. This
helps people who had low earnings (but
still above a specified level) in their
working years. The amount of the special
minimum depends on the i. imbcr of
years of coverage. For a worker retiring
before 1979 at 65 with 30 years of
coverage, the special minimum is $180.
Effective January 19/9, the special
minimum for a worker with 30 or more
years of coverage will increase to $230
Most people who have worked 20 years
or more under social security alrrady re-
ceive benefits higher than the special
minimum.

Years of coverage from 1937 to 1950
are determined by dividing the total
wages for those years by $900, with a
maximum of 14 years of coverage
counted for that period. After 1950, a
year of coverage is any year x person has
earnings of at least 25 percent of the
maximum covered by social security.

The automatic cost-of-living benefit
increases apply to the special minimum
benefit amounts starting in 1979.

20



Why payments stop

If you work after payments start

After you start getting social security
checks, they will continue to arrive each
month unless your circumstances change
and cause payments to stop.

If you go back to work and are under
72, your earnings may affect your social
security benefits. You don* have to s?op
working completely, though, to get s<.ial
security benefits. You can receive all ben-
efits if your earnings do not exceed the
annual exempt amount. The annual
amount for 1978 is $4,000 for people 65
or over and $3,240 for people under 65.

If your earnings go over the annual
amount, we withhold Sl in benefits for
each $2 of earnings above the limit.

The monthly measure used for 1977
and earlier years to determine whether
benefits could be paid for any month a
person earned |/12 or less of the annual
exempt amount and did no substantial
work in his or her business has been
eliminated. A person can use the
monthly test only in the first yeai he or
she has a month in which earnings do
not exceed 1/12 of the annual amount or
docs not perform substantial services in
self-employment. If such a month occurs
in 1978, a benefit can be paid for any
month in which you earn $334 or less (if
65 or older) or $270 (if under 65) and
you don't perform subsianf “services in
self-employment even though your total
yearly earnings exceed the annual
amount

21



For people 65 or over, the annual ex-
empt amount will increase to $4,500 lor
1979; to $5,000in 1980; $5,500 for 1981;
and $6,000 for 1982. After that, the limit
will increase automatically as the level of
average wages rises. The limit for people
under 65 will also continue to increase.

(NOtEZ Different rules apply to work
performed by people getting benefits
because they are disabled. For more in-
formation. ask [)r copy of the leaflet, |f
younbecome d$|sa Te(i at any social security
office.)

If you are getting retirement checks,
your earnings may affect your depend-
ent's checks as well as your own. If. i
get checks as a dependent or survivor,
your earnings can affect only your own
check.

22



Income that counts

When figuring what income may affect
your social security checks, you must
count earnings from work of aay kind,
whether or not it”s covered by social
security, except tips amounting to less
than $20 in amonth Awith one employer.
Total wages, not just take-home pay, and
all net self-employment earnings must
be added together.

However, income from savings, in-
vestments, or insurance won*t affect
your checks.

Your earnings for the entire year ,n
which your checks start or stop count
when we figure the amount of benefits
that can be oaid for that year. But earn-
ings "ter you reach 72 won t affect your
checks. Starting with 1982. earnings after
you reach 70 won *t affect your check.

If you go outside the United Slates
Special rules apply to people outside the
U.S. If you go outside the country for 30
days or more while you ’re getting
checks, your absence from this country
may affect your right to checks. Ask at
any social security office for a copy qf the
leaflet, YOUr Social security check While
you 'reoutside the United States.



Financing

The basic idea

The basic idea of social security isa sim-
ple one-During working years,
employees, their employers, and self-
employed people pay social security con-
tributions. This money is used only to
pay benefits to the more than 33 million
people getting benefits and to pay admin-
istrative costs of the program. Then,
when today s workers”earnings stop or
are reduced because of retirement,
death, or disability, benefits will be paid
to them from contributions by people in
covered employment and self-employ-
ment at that time. These benefits are in-
tended to replace part of the earnings the
family has lost.

Part of the contributions made goes
for hospital insurance under Medicare so
workers and their dependents will have
help in paying their hospital bJs when
they become eligible for Medicare. The
medical insurance part of Medicare is fi-
nanced by premiums paid by the people
who have enrolled for this protection and
amounts contributed by the 1"deral
Government.

contribution rates

If you’re employed, you and your
employer each pay an equal share nf
social security contributions. If you're
self-employed, you pay contributions for
i moment, survivors, and disability in-
surance at a rate about equal to 1M times
the employee rate. The hospital in-
surance contribution rate is the same for
the employer, the employee, and the
self-employed person,
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As long as you have earnings that are
covered by ihe law, you continue to pay
contributions regardless of your age and
even if you arc receiving social security
benefits.

For 1978 employees and employers
each pay 6.05 percent on the employee’™
wages. The total rate for self unployed
people is 8.10 percent. The rates include
1.0 percent for hospital insurance *'r.uer
Medicare. The maximum amount of
earnings that can count for social 'ccurity
purposes and on which you pay sot-al
security contributions is $17,700 in 1978.

Future rate increases are scheduled. In
1979 and 1980 the employee and
employer will each pay 6.'.3 percent. The
rale for each will go to 6.65 percent in
1981, to 6.70 percent in 1982; to 7.05
percent in 1985; to 7.15 percent in 1986;
and to 7.65 percent in 1990.

The self-employed rate will go to 9.30
percent in 1981; to 9.35 percent in 1982
t0 9.90 percent in 1985; to 10 percent in
1986; and to 10 75 percent in 1990.

The hospital insurance part of the rate
will increase to 1.05 percent in 1979; 1.30
percent in 1981; 1.35 percent in 1985;
and to 1.45 percent in 1986

Funds not required for current benefit
payments and expenses are invested in
interest-bearing U.S Government
securities.

The Government’s share of the cost
for supplemental medical insurance and
certain other social security costs comes
from general revenues of the U.S. Treas-
ury, not from social security contribu-
tions
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How contributions are paid

If youre employed, « ur contribution is
deducted from your Wuges each payday.
Your employer matches your payment
and sends the combined amount id the
Internal Revenue Setvice.

If you re self-employed and vjur net
earnings are $400 or more in a year, you
must report your earnings and pay your
self-employment contribution each year
when you file your indi /idual income ta>
return. This is true even if you owe no
income tax.

Your wages and self-employment in-
come are entered on your social security
record throughout your working years.
This record of your earnings will be used
to determine your eligibility for benefits
and the amount of cash benefits you and
your dependents will receive.

Future increases are automatic

The maximum amount of annual earn-
ings that counts lor social security will
rise to $22,900 for 19 9; to $25,900 for
1980, and to $29,7(>0 for 1981. After
1981, the maximum will rise auto-
matically in future years as earnings
levels rise as it did before 1979. This will
mean higher benefits later because a
greater portion ol aworker’ earnings
will be counted towards social security.
Every year the increase in average
covered wages will be determined, and if
wage levels have increased since the base
was set last, the b..se will be raised— but
only if there is an automatic benefit in-
crease the same year
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Excess earnings, contributions

When you work for more than one
employer in ayear and pay social security
contributions on wages over $17,700 for
1978, you may claim arefund of the ex-
cess contributions on your income tax
return for that year If you work for only
one employer who deducts too much in
contributions, you should apply to the
employer for arefund. A refund is made
only when more than the required
amount of contributions has been paid.
Questions about contributions or re-
funds should be directed to the Internal
Revenue Service.

Earnings over the maximum may ap-
pear on your social security earnings
record, but they cannot be used to figure
your benefit rate.

27



Serving you

Social security offices

The Social Security Administration has
over 1,300 offices conveniently located
throughout the country; representatives
of these offices also make regular stops
in neighboring communities.

When you should contact us

Before you or your fan.dy can get any
social security checks, you must apply
for them.

Get in touch with any social security
office if:

You e unable to work because of an ill-
ness or injury that is expected to last a
year or longer.

You e 62 or old:r and plan to retire.
Youre within 2 or 3 months of 65 even if
you don't plan to retire.

Someone in your family dies.

It's important for you to call, visit, or
write any social security office before you
reach 65, not only about retirement
checks, but also abou> Medicare, which
is available hcthcr or not you retire.

A long delay in applying for monthly
benefits can cause loss of some benefits
since back payments can be made for no
more than 12 months.

Your social security card
You need a social security numl er if
your work is covered by social security or
if you have certain kinds of taxable in-
come. Your social security number is
also used for I'cdeial income tax pur-
poses

People should apply for their card
several weeks before they need it.
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Show your card to your employer
when you .art work. Upon request,
show it to anyone who pays you income
that has to be reported. You can apply for
a social security card at any social
security office.

The number on your card is used to
keep a record of your earnings. You need
just one social security number during
your lifetime. Notify any social security
office if you ever get more than one
number.

If you lose your social security card,
contact a social security office to get a
d- ilicate of the card you lost. You
should also contact social security if you
change your name to get a new card
showing your new name.

Your employer is required to give you
a statement of the social security con-
tributions deducted from your pay. This
is done at the end of each year or when
you stop working for that employer.
These records, such as Form W-2. will
help you check on your social security
record.

It's agood idea to check your record
every 3 years or so to make sure that
earnings arc being correctly reported to
your record. You can get a free postcard
form at any social security office for this
purpose.
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When you apply for social security
benefits

When you apply for social security bene-
fits, you should have with you:

Your own social security card or a record
of your number (if your wiaim is on
another personsrecord, you'll need that
person’ card or arecord of the number).
Proof of your age; a birth certificate or a
baptismal certificate made at or shortly
after birth if you have one.

Your marriage certificate if you re apply-
ing for wife’s or widow s benefits.

Your children’ birth certificates if you re
applying for them.

Your Form W-2 for the previous year; a
copy of your last Federal income tax
return if you're self-employed.

If you're applying for benefits as ade-
pendent parent of a deceased son or
daughter, or as a dependent grandchild,
you 1l need proof that you were being
supported by the worker. Generally, this
proof must be supplied within 2 years
after the worker dies or applies for cash
benefits. An application for the lump-
sum death payment must usually be
made within 2 years after the worker’
death.

Don't delay applying because you
dont have all these proofs. The people in

he social security office will tell you
bout other proofs that can be used when

you apply.



Right of appeal

If you feel that a decision made on your
claim is not correct, you may ask the
Social Security Administration to recon-
sider it. If, after this reconsideration, you
still disagree with the decision, you may
ask for a hearing by an administrative law
judge of the Bureau of Hearings nd Ap-
peals. And, if you're not satisfied with
the hearing decision, you may request a
review by the Appeals Council. If you're
still not satisfied, you may take your case
to the Federal courts.

The Social Security Administration
makes no charge for any of the appeals
before the administration. You may,
however, choose to be “presented by a
person of your own choice, and he or she
may charge you a fee. The amount of
such a fee is limited and must be ap-
proved by tnc Social Security Adminis-
tration

Someone in any social security office
will explain how you may appeal and will
help you get your claim reconsidered or
request a hearing.
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Supplemental security Income

In addition to the benefits mentioned ir
this booklet, there is a Federal program
called supplemental security income
(SSI). It assuresaminimum monthly in-
come to needy people with limited in-
come and resources who are 65 or older
or blind or disabled. Eligibility is based
on income and assets. Payments of up to
$189.40 amonth ($284.10 for acouple),
effective July 1973, can be made.
Although the program is administered by
the Social Secu.i’y Administration, it is
financed from general revenues, not
from social security contributions.

For more information

If you would like more information
about social security monthly benef s,
Medicare, or SSI, contact any social
security office. The people there will be
glad to help you. To find the address of
the nearest office, look in the phone
directory under Social Security Adminis-
tration, or ask at your post office.
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Social security credits— how you earn
them

Almost all employment and self-employ-

ment in the United Slates is covered by
social security (If>ou're not sure your

work is covered, ask at any social security

office. > .

Hut. you need credit for a certain
amount of work under social security
belore you or your family can get social
security paYments.

This leaflet tells you how you earn
social security credits—called "quarters
ot coverage“—und how many credits
you need to get benefits.

If you work as an employee
starting with 1978. you earn one quarter
ot coverage for each S2500f our
covered annual earnings. vy >a total of
4 quarters for each year vou have
covered earnings of S| .<H(i or more No
nmn"iii,in 4 quarh'ts of cmeimtc ian be
iamcd tmam one \eae

The amount "I covered earnings
needed for aquarter of coverage will in
cease automatically each year to keep
Pace with increases in average wage
evels

\ny quarters ol coverage you earned
before 1'H will remain on vour social
security record and will count in deter
mimng \*mr eligibihtv Nt heneliis

ft urn work asa doon \t. em/ilmei ina
I'i \ate Itmiselinlil, vui wages ate covered
Iniil seelintvil vou arc paid S50 or
more in cash in i Tmonth calendai
quarter In one emplovei Sou get one
quarter of coveiagc lor eacli S25n ol stun
covered wages up toamavimum ol 4
quarters lor i vear

in' ¥

/I someone lures vou to do /arm work, in-
cluding domestic work inafarm home,
yfour wages are covered by social security
If

» Vou receive at least SI 50 in kisli pay from

that employer during a year, or

» Sou are employed on 20 nr more days

during a year for cash pay figured on a
time basis (by the hour. day. week. etc.).
regardless ol the amount of pay

Sou will get one quarter of coverage
tor each S250 of your covered earnings,
up toamaximum of 4 quarters for a year.

It vou work fm a member ot vour tumih
your work may not count for social
security Work done by achild under 21
fora parent, by a hushand for his wife, or
by a wife for her husband is not covered
by the social security law However, work
done by i parent for a son or daughter in
connection with the son's or daughter’s
business, is covered Ilousehold wink
lor a son or daughter nun he covered m
certain situations check with any social
sceuntv i llice lor liifthci details

If you work for yourself
Starting with ITS vuii earn one quartet
ol coverage lor eacii SJvii ol vour
covered sell -emplov mem income Sour
income iscovered by social securnv it
Vou have net Prolu 0l S4iilim more ina
vcar Sour sell-emplov ment uu +one als-»
nuv count lot social setunlv even il vour
a uial net earnings are less than S4110
Sou can get more inhumation about Hus
at am social securitv olhee

(Quartets ol coverage vou earned
belore 1ICs remain on \<tui mu il
mai (v record and will count in deter
mining vour eligibihtv lor benefits

Hov many credits you need

The amount of social security credit you
need depends on your aqe. If you have
enough credit to he entitled to benefits,
pay ments also can be made to your de-
pendents This includes unmarried
children who .ire under 18. children who
became disabled before 22 and continue
to be disabled, or children who are 18-22
and full-time students

Credits earned at any time after 1936
can he counted.

Retirement benefits and Medicare—The
table on page 5 shows the number of
quarters of coverage you will need to get
retirement benefits

1l You reached 65 before 1971 and are
noi already getting retirement benefits,
contact an; social security office to lind
nutdhow many quart rsol coverage you
nee

| he table a*ii shows lhe number ol
credits you in ed to get hospital in-
surance unde Medicare il vou ,ire not
entitled iniv' nthlv benefits

Varlv everv'i-e who reached 65
hebire 1968 am, meryone 6sor older
who isentitled to monthly social secuiitv
or railroad rciucmeni heneliis gels
Medieate hospital insurance even il he
or she has never v. nked under social
securitv

i\,il, \o earnings iredits arc needed
1or 1he medical insurance part ol
Medicare 1" gel medical insurance pro
ledum, vou miisi enroll Im it and pas a
monthly premium »



Social security credits— how you earn
them

Almost all employment and self-employ-
ment in the United States is covered by
social security. (If you e not sure your
work is covered, ask at any social security
office.)

But, you need credit for a certain
amount of work under social security
before you or your family can get social
security payments.

This leaflet tells you how you earn
social security ¢ edits— called *“ quarters
of coverage” — and how many credits
you need to get benefits.

If you work as an employee

Starting with 1978, you earn one quarter
of coverage for each S250 of your
covered annual earnings, up to a total of
4 quarters for each year you have
covered ear.iings of SI,000 or more. NO
more gu.u 4 Quarters o fcoverage can be
earnedfor any oneyear.

The amount of covered earnings
needed for a quarter of coverage will in-
crease automatically each year to keep
pace with increases in average wage
levels.

Any quarters of coverage you earned
before 1978 will remain on your social
security record and will count in deter-
mining your eligibility for. benefits. |

| fYOH worh eis a gomestic employee ina
private nouseno d your wages are covered
by social security if you arc paid S50 or
more in cash in a 3-month calendar
quarter by one employer. You get one
quarter of coverage for each $250 of your
covered wages, up to amaximum of 4
quarters for a year.

HEW fubltcaiion Na (SSA) 7* 10072

| fsomeone hiresyou to dofarm work, in-
cluding domestic work in a farm home,
your wages are covered by social security
if:

You rece've at least SI 50 in Cash pay from
that employer during a year; or

You are employed on 20 or more days
during ayear for cash pay figured on a
time basis (by the hour, day, week, etc.),
regardless of the amount of pay.

You will get one quarter of coverage
for each S250 of your covered earnings,
up to amaximum of 4 quarters for a year.

[ Tyou workfor a member o fyourfamily,
your work may not count for social
securi.y. Work done by a child under 21
for a parent, by a husband for his wife, or
by a wife for her husband is not covered
by the social security law. However, work
done by a parent for a son or daughter, in
connection with the son or daughter's
business, is covered. Household work
for a son or daughter Mdybe covered in
certain situations. Check with any social
security office for furtl.er details.

If you work for yourself

Starting with 1978. you earn one quarter
of coverage for each $250 of your
covered self-employment income. Your
income is covered by social security if
you have net profit of S400 or more in a
year. Your self-employment income also
may count for social security even if your
actual net earnings are less than $400.
You can get more information about this
at any social security office.

Quarters of coverage you earned
before 1978 remain on your social
security record and will count in deter-
mining your eligibility for benefits.

How many credits you need

The amount of social security credit you
need depends on your age If you have
enough credit to be entitled to benefits,
payments also can be made to your de-
pendent. This includes unmarried
children who are under 18, children who
became disabled before 22 and continue
to be disabled, or children who are 18-22
and full-time students.

Credits earned at any time after 1936
can be counted. .

Retirement benefits and Medicare—The
table on page 5 shows the number of
quarters of coverage you will need to get
retirement benefits.

If yi u reached 65 before 1971 and are
not already getting retirement benefits,
contact any social security office to find
out how many quarters of coverar s»you
need.

The table also shows the number of
credits you need to get hospital in-
surance under Medicare if you a.e not
entitled to monthly benefits.

Nearly everyone who reached 65
before 1968 and everyone 65 or older
who is entitled to monthly social security
or railroad retirement benefits gets
Medicare hospital insurance, even if he
or she has never worked under social
securil%/.

(NO €. No earnings credits are needed
lor the medical insurance purt of
Medicare. To get medical insurance pro-
tection. you must enroll for it and pay a
monthly premium )



Year Qcovt(rar;ft o Qua(r%e; o
ayé) %5 e§|eree % rﬁe e%?
Insu ance

Meni  Womct:  Men  Women
1971 20 17 12 12

Survivors benefits—In some cases, sur-
vivors benefits can be paid if aworker
has fewer quarters of coverage than
those required for retirement benefits.
One quarter of coverage is required for
each year:

After 1950 and up to the year 0"'death, if
you were born in 1929 or before; or
After the year you reached 21 and up to
the year of death, if you were born in
1930 or later.

Regardless of when you were burn,
monthly payments can be made to your
surviving dependent children if you
worked under social security for 1'/?
years (6 quarters) in the 3 years before
your death.

Your widow or widower also may be
eligible for benefits if she or he is caring
for children under 18 or disabled who arc
entitled to benefits based on your earn-
ings.

Disability benefits—The number of
credits needed depends on your age
when you become disabled. If at the time
you become disabled you are:

Under 24— You need credit for Vh years
of work (6 quarters) out of the 3-year
period ending when your disability
begins.

24 through 30— You need credit for hav-
ing worked under social security for half
the period from the time you reach 21
until you become disabled.

31 or older— You need credit for at lead
5 years of workout of the 10years end-
ing when you become disabled (in other
words. 20 quarters of coverage out of the
pre*ous 40 quarters). You also need to
be fully insured- that is. you need
enough work to be eligible for retirement
benefits as if you had reached retirement
age at the time you become disabled.

A person disabled by blindness does
not have to meet the requirement for re-
cent work under social security. But a
blind person docs need credit for fid year
of work for each year since 1950 or. if
later, the year he or she reached 21, up to
the vear he or she became blind. A
minimum of | [l years of credit is
needed.

For more information

If you have any questions about work
credits or any other social security mat-
ter. get in touch with a social security
office. The people there will be glad to
help you.
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Your 1979 social security
deduction

The social security (FICA) deduc-
tion from your paycheck is higher
this year.

The social security tax rate is
6.13 percent in 1979, compared to
6.05 peicent in 1978. In addition,
the “ wage base"—the maximum
amount of earnings on which social
security taxes are paid —rises from
$17,700 lasi year to $22,900 in

1979,
These increases stem from

legislation enacted in 1977 to insure
the financial stability of the social
security system into the next cen-
tury.

Workers paying into the social
security system are building
lifetime protection for themselves
and their families. In addition to
monthly benefits in retirement,
social security also provides dis-
ability and surv.vors insurant- *tnat
protects you and your dependents
throughout your working years.
Social security deductions also pay
for Medicare hospital insurance for
people 65 and older and for those
who have been getting disability
checks for 2 years or more.

2
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Higher social security deductions
also pay for “ inflation insurance ”
The law provides for automatic in-
creases in social security henefits to
reflect rises in the cost of living.

Impact of changes

People earning less than $17,700 a
year won't notice as big a change in
their social security deductions as

workers in higher income brackets.

If your earnings are $10,000 a
year, for example, you will pay S8
more into social security in 1979
than you did last year. That's about
15 cents more a week.

Ifyrur earnings are $17,700, you
will pay $ 15 more into social
security this year—an additional 29
cents a week.

On earnings of $22,900 or more,
the social security tax in 1979 will
increase by $333—or $6.40 a week.
This larger increase reflects the
higher taxable wage base in 1979
But those workers in higher income
brackets also can count on higher
benefits when they are eligible for
social security. Their monthly
checks will be higher because bene-
fitamounts are based on the
amount of earnings on which social
security taxes are paid.

Employers also will pay more
into social security in 1979 since
they match, dollar for dollar, the
social security taxes paid by
employees.



In the years ahead
The social security law also pro-
vides for additional increases in the
tax rate and the wage base in future
years in order to keep the social
security system on asound finan-
cial footing.

The table below shows the tax
rate for 1980 through 1990, and the

wage base for 1980 and 1981, Start-

ing with 1982, the earnings hase
will rise automatically according to
increases in average wage levels.

" é‘;yeeerf S ongaqines
Il pay

1980 6.13% 525,900

1981 6.65% 529,700

1982 6.70%
1983 6.70%
1984 6.70%
1985 7.05%
1986 7.15%
1987 7.15%
1988 7.15%
1989 7.15%
1990 7.65%

e o o © o e oI~ I

*Wage base will increase according
to average wage level increases.

For more information

For more information about social
security, call any soci 'l security
office. The number is listed in your
local telephone directory under
*Social Security Administration."

1 S Department of
Health, 1diuull.nl. mu] Welfare
S|km|8ecur|t Administration

anVM/ Nlﬁlon No tNSAi 74-1000M



Your stake.in
soclal security
as a public *
employee



Your stake in social security as a public
employee

Over 34 million Americans- nearly one
in seven— get a social security check each
month. And 25.5 million people have
health insurance coverage under
Medicare to help them pay costly hospital
*nd doctor bills. Social security’s retire-
ment, survivors, disability, and health
insurance protection is a benefit
“package” unavailable elsewhere at a
comparable cost.

Today, close to three-fourths of all
Stale and local govern nent employees
have social security co erage. More than
half are covered both by social security
and by an employer retirement system.
Unlike most of the 100 million Ameri-
cans who work and have compulsory
social security coverage during a year,
State and local employees are covered
through voluntary State agreements with
the Federal Government. This means
the State has the unique option of asking
for cancellation of coverage for a group
wishing to do so which has been under
the program at least 5 years. Les: than 1
percent of all State and local employees
had their coverage cancelled, however,
and the overall number of public
employees under social security has
steadily increased.

2
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If you and your fellow employees are
considering dropping social security in
favor of another pension plan, you
should think about it very carefully. It isa
good idea to get the opinion of an inde-
pendent expert, such as an actuary,
before making a decision. Such an expert
may be available in the State or local
government. Once a group drops out, it
can't get coverage again. Betuie your
group makes adecision, ask yourself
these questions:

Wi ill another plan provide monthly
benefits to my family if | die or become
disabled before retirement?
Yes 1 No [
When comparing social security with
other plans, some people consider only
retirement benefits. But to make a
realistic comparison, you must take into
account that social security is more than
aretirement system. Your contributions
also provide protection for you and your
family if you should become disabled for
ayear or more or if you should die.
About 7.6 million survivors of
deceased workers are getting nearly S1.5
billion a month from social security.
They include children and their widowed
mothers and fathers, many older
widows, widowers, divorced wives, and
dependent parents. In addition, over 2.8
million disabled workers under 65 and
about 2 million dependents of disabled
workers also arc getting monthly checks.
Payments to the family of ayoung
worker who dies or becomes disabled
can. in many cases, amount to more than
$100,000 over a period of years.

Out of each social security contribu-
tion dollar, about 19 cents goes for sur-
vivors benefits, 13 cents for disability
benefits, 52 cents for retirement bene-
fits, and 16 cents for Medicare hospital
insurance. These amounts include the
relatively small cost of administering
each program. Overall, approximately 2
cents of each contribution dollar is used
for administrative expenses of these four
programs.

Wi ill another plan give me health
benefits at 65 or earlier?

Y.s 1 No 1

Medicare helps most people 65 and over
pay costly hospital and doctor bills. Peo-
ple under 65 who have been entitled to
social security disability checks at least 2
consecu ive years also have Medicare
coverage. In addition, if an insured
worker under 65 or amember of the
family has permanent kidney failure,
Medicare will help pay the bill.

A person 65 or over can gel Medicare
hospital insurance without paying a pre-
mium if he or she has either worked long
enough under social security or is eligi-
ble for a social security or railroad retire-
ment check as aworker, dependent, or
survivor. Otherwise, the person must pay
amonthly premium ($63 effective July
1978) to get this protection.

If your group cancels its social security
coverage, many younger workers may
not' %insured for hospital insurance
later on and will have to pay a premium if
they want it. By then, the cost will prob-
ably be much higher than $63 a month
because of rapidly rising medical costs.

W ill another pension plan replace more
of my earnings than social security?
Yes (1 No I

If aw.irried worker has always earned
the ave age amount that counts for social
security, the mor ly family benefit for
the worker and spouse (both 65) would
amount to over 60 percent of the
worker final gross monthly wages. The
replacement rate is even higher for
workers with lower earnings.

W ill another plan protect my benefits
against inflation?

Yes (1 No 1

Soc<al security benefits increase auto-
matically as the cost of living goes up.
Each time the Consumer Price Index
rises 3 percent or more, benefits will in-
crease by the same percentage the
following year. Benefits were increased
automatically in 1978 and in each of the
three preceding years.

Another provision in the law guaran-
tees that as wages rise in the future,
higher earnings will count for social
security. Since the amount of your bene-
fits depends on your covered earnings
over your working lifetime, it isimpor-
tant that this taxable base ($17,700 for
1978) be kept up to date.

If your earnings arc now p**ovc the
base, you will pay more com.ioulions as
the base increases. But you will gel more
protection in the form of higher benefits
later. And you will be assured that your
retirement check will be more closely re-
lated to the amount of your earnings
when you retire, not your earnings now.

With social security taxes rising each
year, isn’t the program becoming too
expensive /or most workers?
Yes (1 No [
It true that most working people will
pay more for social security protection in
coming years. It was necessary to in-
crease contributions because of rising in-
flation, high unemployment, and other
factors. Many employee benefit plans,
however, also have been encounterin™ fi-
nancial problems due to increased costs.
An important point to remember is
that the majority of American workers
who earn less than the taxable wage base
will pay only a little more into social
security than they would have under the
old law. This is because the taxable U
(6.05 percent on wages in 1978, and 6.13
percent in 1979 and 1980) does not rise
as fast as the base. As an example, a per-
son who earns $ 15,000 in both 1979 and
O will pay $919.50 into social security
each year. This is only $12 more than he
or she would have paid under previous
law. An individual who earns $10,000
both years would pay only $8 extra.

Would another plan provide greater
financial stability than social security?
Yes 1 No [

The social security system is not like pri-
vate pension plans, which must fund
benefits in advance because there is no
way of assuring that additional people
will be enrolled in future years. Because
social security coverage is comt ulsory
for most workers, the system is assured
of acontinuing income. Socia.  :urity
actually operates as an income ..ansfer
program, with current income used to

6



pay current benefits. Peserves are ac-
cumulated to serve as a buffer in times of
recession, when income to social security
drops because of higher unemployment.
Long range demographic and economic
projections are updated annually so ad-
justments can be made to maintain the
fiscal soundness of the system.

If 1 'm now insured for monthly social
security retirement benefits ant
Medicare, shouldn't | drop my
coverage?

Yes (1 No [

It’s true that a State or local employee
"*ho has worked long enough under
social security can still get retirement
benefits at 62 or older and Medicare at 65
if the group cancels coverage now. But
the retirement check amMOUNtwill be less
than it would have been because the
amount is based on covered earnings
over a work ag lifetime. Most workers
have their Kghest earnings in the last
years of employment.

Take John M., for example, who was
50 in December 1977, when his State
coverage group s termination of social
security became effective. At that time,
John had more than 10 years of coverage
so hel be permanently insured for
retirement and survivors benefits and
Medicare.

John has maximum covered earnings
each year through 1977, but none from
1978 up to 1993, when he’ll retire at 65.
So his social security check will be about
S808 a month (under 1977 estimates). If
he had kept his social security coverage,
he would have gotten about S1, 122 u
month in social security benefits.

Also, he loses disability protection
after 5years without coverage, as do
other members of his coverage group. To
be eligible for disability benefits, people
generally need some [€CENtwork under
social security.

My social security protection continues
if I change Jobs. Would it under a
private plan?

Yes D No [

Under social security, earnings with
different employers and in different
types of covered employment are all ad-
ded to your permanent social security
record. Credit for all covered employ-
ment and self-employment is combined
when you or your family applies for ben-
efits.

Under some private plans, employees
may not be eligible for the full range of
benefits until they have been under the
plan many years. If they quit or change
jobs before retirement, they may lose
some or all if their rights to benefits
under the plan.

Does another plan adequately protect
new employees?

Yes 1 No [

While many older Stale and local govern-
ment employees have worked long
enough under social .security to be eligi-
ble for some social security mmenefits later
on, many younger and new employees
will not have had *his chance They and
their families may be losing valuable
benefit protection for which an alternate
plan may not adequately compensate.
You should consider the consequences
to all present and future members of the
group if coverage is terminated.

8

Social security benefits are tax free. Are
pensions from another plan?

Yes (1 No [

There’ no Federal income tax to pay on
social security che ;ks. But private pen-
sion benefits you receive in excess of the
amount you contributed to the pension
fund are counted in determining Federal
income tax liabilities.

Does another plan provide sufficient
benefit protection for women workers
and their dependents?

Yes 1 No [

Under social security, awomar vo/ker
has the srme benefit rights as a man. For
example, her children could get benefits
on her social security record if she dies or
becomes disabled. Her husband may be
able to g't survivors payments if he has
young children in his care. He also may
be eligible for widowers benefits at age 60
(as early as 50 if disabled) or husband s
benefits at 62.

If both the woman and her husba id
work and become insured, both can re-
ceive social security retirement checks
on their own earnings records. A
spouse's benefit also MdY be payable to
one of them but only to the extent that
this benefit exceeds the amount of the
individual’sown retirement check. Tukc
Helen and Bill, for example, both over
65. If Helen receives $400 a month from
social security but BiP* retirement check
isonly $180. then he is eligible for $20 a
month on Helen’s record because his
amount is [eSSthano N e - 0 f hers. If
Helen receives $400 but Bill is not in-
sured, then he could receive the full
$200 spouse ™ benefit on her record.

(NOTEZ If a spouse receives asoc: '
security check as a dependent or sur-
vivor dndalso gets a pension based on
his or her work in public employment NOt
covered by social security, the social
security check may be reduced by the
amount of the pension. Since the offset
does noi apply if the public employment
IScovered by social security, this :s
another good reason for obtaining or re-
taining coverage.)

For more information

If you answered “no ””to most of the
above questions or if you weren’t sure,
you should seriously consider keeping
your social security coverage. Each dollar
you contribute buys valuable protection
for you and your family.

If you have questions about your
social security COVEldQe, contact your
State social security administrator. If you
want more information about social
security benefits X Medicare, get in
touch with the nearest social security
office. The people there wll be glad to
help you.
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Thinking aSout retiring?

if you have started thinking about retir-
ing, chances are some of your questions
have to do with social security.

This leaflet answers many of the ques-
tions we have received about retirement
-tnd social security. We hope it helps
make your retirement planning a little
easier.

Before you can get retirement checks,
you must have credit for a certain
amount of work covered by social
security. The exact amount depends on
your age. You earn credit in ft year units
called quarters of coverage. The quarters
ne* d not be consecutive. The following
table shows in years how much credit is
needed for retirement benefits.

Work credit for retirement benefits
If you reach 62 in Years you need

1975 6
1976 6%
1977 6ft
1978 6%
1979 7
1981 Tft
1983 8
1987 9
1991 or later 10

Checks for your family

When you retire, checks can be paid to
certain members of your family. Monthly
checks can go to your unmarried

children under 18, or 22 if full-time stu-
dents; or 18 or over who were severely
disabled before 22 and who continue to
be disabled; your wife or husband 62 or
over; and your wife under 62 if she's car-
ing (or your child under 18 (or disabled)
who's getting checks on your record.

HEW Publication No (SSA) 78-10055

When should ( retire?

It’s difficult to give a single answer to this
question because eac™person’s situation
is different. Social st*urity retirement
benefits can be paid as early as age 62.
But, if your benefits start before 65, the
amount of your checks will be reduced to
take account of the longer period you will
be getting them.

The amount of the reduction depends
on the number of months you receive
benefits before you become 65. The
reduction amounts to 20 percent at 62;
13 1/3 percent at 63; and 6 2/3 percent at
64.

There may >e other factors involved in
your decision about retring. A company
pension for instance, would influence
your decision. So would your ability to
continue working and your own financial
situation, among others. The important
thing is that it is your choice.

We can’tanswer this question for you;
it’s up to you.

Thtre is one thing we can say for sure.
If you haven’tapplied before, be sure to
apply 2 or 3 months before you reach 65
so that you will have full Medicare pro-
tection the month you reach 65. If you
wait until the month you are 65 or later,
your Medicare medical insurance
coverage will be delayed at least one
month.

This is important because many com-
mercial and non-profit heal ” insurance
plans adjust their coverage' ten a per-
son reaches 65 to take account of
Medicare coverage. You may want to get
in touch with your insurance agent or the
office where you pay health insurance
premiums to discuss your health in-
surance needs in relation to Medicare
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protection. This is particularly important
if you have dependents who are covered
under your present policy. Be sure,
however, not to cancel any health in-
surance you now have for your own prc -
tection until the month vour Medicare
coverage begins.

Once you decide when you will retire,
remember to apply for your social
security retirement checks 2 or 3 months
before you plan to stop working. This
way, your benefits will be ready to start
when your income from work stops.

There is another factor to consider. If
you work past 65, your monthly benefit
will be increased by 1percent for each
vear (1/12 percent for each month) that
you don*tget a benefit because of your
work. For people who reach 65 in 1982 or
later, the credit will be 3 percent for each
year (ftpercent for each month).

How can | apply?
There are two ways to apply and rhe way
you choose is strictly up to you. You can
apply in person or you can do it over the
telephone. Many people find it more con-
venient to use the phone so they dont
have to travel to the office.

Once you *ve been interviewed by
phone, the rest can be done by mail.

What documents do | need?
First, you need your social security card,
or a record of the number.

Next, you need proof of your date of
birth. We prefer that you submit an
official record of your birth or baptism
recorded early in life. If this is not possi-
ble, submit the best evidence you have
available. The best is often the oldest. If
you Te not sure what is best, just call any
social security office. The people there

4

can tell you what kind of documents are
acceptable.

Other records that might be acceptable
include school, church. State or Federal
census, insurance policies, marriage,
passports, employment, military service,
children’s birth certificates, union, im -
migration, and naturalization. This is not
an exclusive list and there are other
records which may prove acceptable.

We would like you to bring in your
latest W-2 (Wage and Tax Statement)
form, or, if you Te self-employed, a copy
of your latest self-employment tax
return since the most recent reports may
not yet be in our records. We need these
so that you'll gel the highest possible
benefit as early as possible.

If your husband or wife is also going to
apply for benefits, he or she will need
pretty much the same documents. It
would also be agood idea to have your
marriage certificate available, although
this is not always needed. If either of you
were married before, we will need infor-
mation about the duration of the pre-
vious marriages.

If you have eligible unmarried
children, you should bring their birth
certificates along, together with a record
of the social security numbers if avail-
able.

Ir some situations, other documents
may be needed, but those listed here will
be enough in most cases.



How much will 1get?

We really cannot answer this question
until we check your social security
record, which shows all of your earnings
covered by social security.

When you apply, we will figure your
exact benefit rate. Your rate will depend
on the amount of earnings reported for
you. The higher your earnings over the
years, the closer your benefit rate will be
to the larger figure mentioned below.

But right now, benefits payable to a
retired worker who reaches 65 this year
range from $121.80 to $489.70 a month.
The range for a worker who reaches 62
this year is from $97.50 to $377.70 a
month.

If you have eligible dependents, and
you are 65, the range for a family is from
$182.80 to $856.60 a month. If youre 62
this year, the range is from $158.50 to
$731.70a month.

Once you are on the social security
benefit rolls, your checks will increase
automatically to keep pace with increases
in the cost of living. Each year, living
costs are compared to those of the pre-
vious year. If the cost of living has in-
creased by 3 percent or more from one
vMr to the next, benefit rates will be in-
creased by the same percentage the
followi«s July.

When will my checks start?

If you apply 2 or 3 months before your
retirement month, your “ecks should
start the month you retire. If you apply
closer to that month or after, your checks
will start 6 to 8 weeks after you apply and
we have all the required supporting evi-
dence.

What if | return to work?

Anyone can work after they become
eligible for social security checks. But,
the real question being asked is: How
much can | earn and still get checks? The
answer to this question depends on your

age.
| fyou are 65 or older—if you are 65 or
older in 1978, you can earn $4,000 this
year and receive all benefits due you for
the year. This annual exempt amount
will increase to $4,500 for 1979; $5,000
for 1980; $5,500 for 1981; and $6,000 for
1982. After tha\ it will increase auto-
matically to keep pace with increases in
average covered wages.

| fyou are under 65—f you are under
65 in 1978, you can earn $3,240 this year
and receive all benefits due you for the
year. This annual exempt amount will in-
crease automatically in future years to
keep pace with increases in annual
covered wages.

If your earnings exceed the annual ex-
empt amount, $1 in benefits will be with-
held for each $2 of earnings above the
exempt amount.

There is a special rule that applies to
people only in the year they retire. Under
this rule, even though earnings exceed
the annual exempt amount, a benefit can
be paid for any month the person's
wages do not exceed the monthly limit
and the person does not perform sub-
stantial services in self-employment. The
1978 monthly limit is $334 for people 65
or over and $270 for people under 65.
(For information about substantial serv-
ices, ask for acopy of the leaflet Ifyou
work a?teryou [E€UIE ut any social security
office.)

What must | report after my checks
start?

You must report any event that might
have an effect on your benefit checks.
When your rNm is approved, you’ll re-
ceive a “cert..Icate of award” and a copy
of the booklet YOUr nghts and respon-
sibilities—retirement and survivors benefits.

This booklet lists the events you
should report to social security. It tells
you how to report them and also con-
tains information you should know
about your social security checks.

It would be agood idea to look the
booklet over when you get it so you have
a clear idea of what your responsibilities
are. Keep it where : ou can find it easily
and refer to it if you have a question
about what to do. If you dontfind the
answer, call your social security office
right away. The people there will be glad
to answer your questions.

A id, if you ever have a question
about social security, you can get the
answer at your social security office. The
people there will be glad to help you.
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Thinking about retiring?

[l you have started thinking about retir-
ing, chances are some of your questions
have to do with social security.

This leaflet answers many of the ques-
tions we have received about retirement
and social security. We hope it helps
make your retirement planning alittle
easier.

Before you can get retirement checks,
you must have credit for a certain
amount of work covered by social
security. The exact amount depends on
your age. You earn credit in ‘/Aear units
called quarters of coverage. The quarters
need not be consecutive. The following
table shows in years how much credit is
needed for retirement benefits.

Work credit for retirement benefits
If you reach 62 in Years you need

1975 b
1976 6'/«
1977 6'/i
1978 6J4
1979 1
1981 T'l]
1983 8
1987 9
1991 or later 10

Checks for your family

When you retire, checks can be paid to
certain members of your family. Monthly
checks can go to your unmarried

children u.ider 18, or 22 if full-time stu-
dents; or 18 or over who were severely
disabled before 22 and who continue to
be disabled; youi wife or husband 62 or
over; and your wife under 62 if she’ car-
ing for your child under 18 (or disabled)
who's getting checks on your record.

HEW Publication No. (SSAt 71-100)5
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When should 1retire?
It’s difficult to give asingle answer to this
question because each person’s situation
is different. Social security retirement
benefits can be paid as early as age 62.
But, if your benefits start before 65, the
amount of your checks will be reduced to
take account of the longer period you will
be getting them.

The amount of the reduction depends
on the number of months you receive
benefits before you become 65. The
reduction amounts to 20 percent at 62;
131/3 percent at 63; and 6 2/3 percent at
64.

There may be other factors involved in
your decision about retiring. A company
pension for instance, would influence
your decision. So would your ability to
continue working and your own financial
situation, among others. The important
thing is that it is your choice.

We cantanswer this question for you.
its up toyou.

There is one thing wc can say for sure.
If you haventapplied before, be sure to
apply 2 or 3 months before you reach 65
so that you will have full Medicare pro-
tection the month you reach 65. If you
wait until the month you are 65 or later,
your Medicare medical insurance
coverage will be delayed at least one
month.

This isimportant because many com-
mercial and non-profit health insurance
plans adjust their coverage when a per-
son reaches 65 to take account of
Medicare coverage. You may want to get
in touch with your insurance agent or the
office where you pay health insurance
premiums to discuss your health in-
surance needs in relation to Medicare
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protection | his is particularly important
if you have dependents who are covered
under your present policy. Be sure,
however, not to cancel any health in-
surance you now have for your own pro-
tection until the month your Medicare
coverage begins.

Once you decide when you will ret e,
remembei to apply for your social
security retirement checks 2 or 3 months
before you plan to stop working. This
way, your benefits will be ready to start
when your income from work stops.

There is another factor to consider. If
you work past 65, your monthly benefit
will be iicreased by ! percent for each
year (1/12 percent for each month) that
you don *t get a benefit because of your
work. For people who reach 65 in 1982 or
later, the credit will be 3 percent for each
year (Vi pe.cent fcr each month).

How can | apply?
There arc two ways to apply and the way
you choose is strictly up to you. You can
apply in person or you can do it over the
telephone. Many people find it more con-
venient to use the phone so they dont
have to travel to the office.

Once you*ve been interviewed by
phone, the rest can be done by mail.

What documents do | need?
First, you need your social security card,
or arecord of the number.

Next, you need proofof your date of
birth. We prefer that you submit an
official record of your birth or baptism
recorded early in life. If this is not possi-
ble, submit the best evidence you have
available The best is often the oldest. If
you e not sure what is best, just call any
social security office. The people there
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can tell you what kind ol cocuments are
acceptable.

Other records that might be acceptable
include school, church. State or Federal
census, insurance policies marriage,
passports, employment, military service,
children’s birth certificates, union, im -
migration, and naturalization. This is not
an exclusive list and there are other
records which may prove acceptal 'e.

We would like you to bring in your
latest W-2 (Wage and Tax Statement)
form, or, if you e self-employed, a copy
of your latest self-employment tax
return since the most recent reports may
not yet be in our records. W j need these
so that you'll get the highest possible
benefit as early as possible.

If your husband or wife is also going to
apply for benefits, he or she will need
pretty much the same documents. It
would also b? a good idea to have your
marriage certificate available, although
this is not always needed. If either of you
wire married before, we will need infor-
mation about the duration of the pre-
vious marriages.

If you have eligible unma »icd
children, you should bring their birth
certificates along, together with a record
of the social security numbers if avail-
able.

In some situations, other documents
may be needed, but those listed here will
be enough in most cases.



Hon much will | get?

We really cannot answer this question
until we check your scdal security
record, which shows all of your earnings
covered by social security.

When you apply, we will figure your
exact benefit rate. Your rate will depend
on the amount of earnings reported for
you. The higher your earnings over the
years, the closer your berefit rate will be
to the larger figure mentioned below.

But right now, benefits payable to a
retired worker who reaches 65 tnis year
range from $121.80 to $489.70 a month.
The range for a worker who reaches 62
this year is from $97.50 to $377.70 a
month.

If you have eligible dependents, and
you are 65, the range for a family is from
$182.80 to $856.60 amonth. If youre 62
this year, the range is from $158.50 to
$731.70 a month.

Once you are on the social security
benefit rolls, your checks will increase
automatically to keep pace with increases
in the cost of living Each year, living
costs are compared to those of the pre-
vious year. If the cost of living hasin-
creased by 3 percent or more from one
year to the next, benefit rates will be in-
creased by the same percentage the
following July.

A'hen will my checks start?

1f you apply 2 or 3 months before your
retirement month, your checks should
start the month you retire. If you apply
closer to that month or after, your checks
will start 6 to 8 weeks after you apply and
we have all the required su 'porting evi-
dence.

What if | return to work?

Anyone can work after they become
eligible for social security checks. But,
the real question being asked is: How
much can | earn and still get checks? The
answer to this question depends on your

age,
|)you are 65 or older—if you are 6j or
older in 1978, you can earn $4,900 this
year and receive all benefits due you for
the year. This annual exempt antoun*
will increase to $4,500 for 1979; $5,000
for 1980; $5,500 for 1981; and $6,000 for
1982. After that, it will increase auto-
matically to keep pace with increases in
average covereg wages.

Ifyou are under 65— you are under
65 in 1978, you can earn $3,240 this year
and receive all benefits due you for the
year. Tnis annual exempt amount will in-
crease automatically in future years to
keep pace with increases in annual
covered wages.

If your earnings exceed the annual ex-
empt amount, $1 in benefits will be with-
held for each $2 of earnings above the
exempt amount.

There is a special rule that applies to
people only in the year they retire. Under
this rule, even though earnings exceed
the annual exempt amount, a benefit can
be paid for any month the person's
wages do not exceed the monthly limit
and the person does not perform sub-
stantial services in self-employment. The
1978 monthly limit is $334 for people 65
or over and $270 for people under 65.
(For information about substantial serv-
ices, ask for acopy of the leaflet Ifyou
work qfleryou retiie at any social security
office.)

What must 1report after my checks
start?

You must report any event that might
have an effect on your benefit checks.
When your claim is approved, you1l ra-
ceive a “certificate of award” and a copy
of the booklet YOUr nghts and respon-
sibilities—retirement and survivors benefits.

This booklet lists the eventsy u
should repoil to social security. It tells
you how to report them iu.d also con-
tains information you should know
about your social security checks.

It would be agood idea to look the
booklet over when you get it so you have
a dear idea of what your responsibilities
are. Keep it where you can find it easily
and refer to it if you have a question
about what to do. If you don*tfind the
answer, a |l your sorial security office
right away. The people there will be glad
to answei yout questions.

And, if you ever have a question
about social security, you can get the
answer at your social security office. The
people there will be glad to help you.
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Higher social scarify pay ients

Social security monthly benefits will in-
crease 6.5 percent starting with the check
due in early July. This is the fourth
automatic cost-of-living increase. The
tabic below giv«s examples of some of the
higher payments.

The average monthly check for a retired
worker without dependents will rise from
S239 to $254 a month and for a couple
from $407 to $433. For a disabled worker,
the average check increases from $268 to
$285. People who get benefits will receive

the increa x* automatically. They dont
have to take anv action themselves.

Examples of monthly social security payments (effective June 1978)
Average yearly earnings after 1950 covered by social security

$923
Benefits can he paid to a: or less
» Retired worker at 65 12186
» Worker under 65 and I21.RO
disabled
» Retired worker at 62 97.50
»Wife O husband at 65 60.90
» Wife or husband at 62 45.70
» Wife under 65 will, one 61.00
child in her care
»Widow or widower at 65 121.80
if worker never re-
ceived reduced benefits
» Widow or widower at 60 87.10
if sole survivor
»Widow or widower at 61.00
50 and disabled if sole
B Urvivor
» Widow or widower with 18280
one child in cate
Maximum family payment 182.70

Mummim r.irninpv covered by sueml vrvuiity we
lower ir. p.vi yeuiv- uml mini be included in
figuring your average c.imingc | Hic average
deicrminrc your payment amount. tleeuuvc oi ihiv.

MEW Publication No ISNA | 7H-itn:4

$3,000
251.80
251.80

201.50
12590

94.50
13320

251.80

180.10

126.00

377.80

384.90
re

$4,000 $5000 $6,000 $3000 $10,000*
29620 34350 38820 4,260 53470
29620 34350 P20 48260 53470
23700 27480 310.6T 38610  427.80
14810 17180 19410 24130  267.40
11110 12890 14560 18100  200.60
21000 29040 32400 36200 40100
2%.20 34350 38820 48260  534.70
21180 24570 27760 34510 38240
14820 17190 19410 24140 26750
44440 51540 58240 72400 80220
50620 633.80 71210 84450 93570

nmountc chown in Ihe Livt column generally
won't be payable until future years. Ihe minimum
retiiement Benefit generully payuble lo u worker who
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Higher SSI payments

Supplemental security :ncome payments
(SS1) will increase by 6.5 percent beginning
with the check due in July. This is the
fourth automatic cost-of-living increase.

The new SSI payment amounts will be
$189.40 for an individual and S284.10 for
a couple.

Many States make payments to supple-
ment these Federal SSI amounts. The
people at your social security office can
tell you if your State makes these additional
payments.

| > <> mrlincnl ol
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Your social security rights and

This booklet tell;, about your social
security checks. It explains how you— or
someone for you— should notify the Soeia
Security Administration when certain
things happen that may affect your social
security checks.

This booklet is only for people receiving
social security benefits because they are
disabled:

Disabled workers, who receive benefits
based on their ow n earninRS.

Disabled widows lincluding surviving
divc.'ced wives) and disabled widowers.
who receive benefits on the earnings of
their deceased husband or wife.

Adults who became disabled in childhood
Ibefore reaching 22). who receive benefits
based on the earnings of their father or
mother.

The follow ing list shows when you. or
someone acting for you, should notify us.
Take a few mi.uites to read over the list.
Then, if one or more of the items may
affect you. turn to the page indicated for
more detailed information. Keep this
booklet in a handy place and refer to it
if  uric to time so that you don’t
overlook anything.

L
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You change vour mailing address

(Page 11).

Your condition significantly improves
(Page 12).

You go to work (Pape 12).

You go >utside the | uitcd States for 30
days or more (or into certain countries)
(Page 13).

You apply for or there is a change in the
amount of your workers' compensation
benefits (disabled workers only) (Page
14)

You marry (except disabled men workers)
(Page 14).

A child in your care is adopted

(Page 15).

Someone snould report for you if:

You have become unable to manage your
own funds (Page If>)
You die (Page 16).

If you want more information than this
booklet gives on a particular point or need
help in making a report, the people at
any soi.al security office will be glad to
help vou.



Supplcnicnliil security income

Some people with limited income and
resources qualify for both social security
disability benefits and supplemental security
income (SSI) payments. If you arc one of
them you should also read the booklet.
What you have to know about SSI
(formerly Important information about
your supplemental security income pay-
ments!. If sou don't have a copy of the
booklet, ask any social security office to
gisc you one.

li you arc not now receiving SSI pay-
ments and think you mas be eligible (or
would like more information), contact
ans social security office. | he people there
will be glad to tell you more about the
program.

Your social security checks

Social security benefits are paid by | *.S.
Government checks. Your Certificate of
Award explains when your checks will
begin and in what amount. Because the law
requires a 5-month waiting period, pay-
ments to a disabled worker and family or
to a disabled widow or widower generally
cannot begin until the 6th full month

of disability.

If you became disabled more than 6
months before sou applied, hack benefits
may be payable, but not before the 6t<. full
month of disability. Back payments may
be made for up to 12 months before you
applied.

The firs, .heck you get may include
payment for more than one month. From
then on. checks for a particular month arc
issued calls n the following month. For
example, a check dated May 3 would
normally be your benefit for the month of
April, a check dated June 3 would be your

benefit for the month of May; etc.
4



Your checks should arrive in the mail
about tne same day each month. Sometimes
although not often, something mav happen
in the mail delivery or elsewhere to cause
a delay, If your che <is» i delivered on the
usual day. look for it to am e by the 6th
of the month. If it still hasn't come by the
6th. get in touch with any social security
oflice. The people there will help you find
out whai happened and sec that you get
anv check due you as soon as possible.

Cashing checks
It's a good idea to wait until you arc at the
ban!; or with the person who will cash your
check before endorsing it. If you endorse a
check and then lose it. the person who finds
it could cash it.

Direct deposit of checks
You can have your checks deposited in a
checking or savings account iri a bank,
savings bank, savings and loan associa-
tion or similar institution, or Federal or
State chartered credit union. If you don't
have an account now. you can open one
wuh a financial organization.

Direct deport of checks has several
advantages. For example:
You don’t have to stand in line to cash or
deposit your check.
If you are away from home, your money
is available in your account instead of
sitting in your mailbox.
You don't have any problem cashing
your check because it goes directly into
your account.
You don't have to worry about U sing
your check or having it stolen.



If you want to arrange for direct deposit
of your checks, contact the financial
>rgani/ation of your choice and ask for a
direct deposit form SF-1199. Completion
of the form only authorizes deposits into
you account It does not authorize
withdrawals front your account.

If you want more information about
direct deposit, get in touch with your
financial organization or contact any social
security ollicc.

llie am >unt of your check

In future years, the amount of your ch ck
will increase automatically to keep pace
with changes in the cost of living. When-
ever the consumer price index goes up 3
percent or more Irom one year to the next,
.he increase will be included m the check
ihe follow in  July unless a general benefit
increase is enacted or becomes effective
during the prior year. This is t.. make sure
that the value of your social security check
keeps up todale with living costs.

K.'lurning benefit checks not clue

If you get a check which you know isn't
due you. return it to the U.S. Treasury
Department. Division of Disbursement, at
the address shown on the envelope in which
the check was delivered. Hnclose a note
telling why you're sending the check back



If you lose your check

If your check is lost or stolen, get in touch
with your social security office immediately
and explain what happened. Your check
can he replaced if it is destroyed, stolen,

or lost, it takes time to do this, though,

so it isin your interest to be careful with
your checks.

Vocational rehabilitation referral

When you applied for social security
disability benefits, your name and informa-
tion from your lile were sent, as required hy
law. to the State vocational rehabilitation
agency. People from that agency may

get in touch with you about services they
can provide to help you regain your ability
to work.

When sou arc no longer disabled

Disabled workers and adults disabled in
childhood- You were found disabled and
eligible for social security benefits because
you have a condition that prevents you
from doing substantial gainful work.

Your eligibility ends if your condition
improves so that you are capable of doing
substantial gainful work. Your eligibility
also ends if you return to substantial gainful
work If you return to work in spite of a
severe impairment, your eligibility may
continue until you have completed a trial
work period as described on page 17 .

Did sou receive benefits as an adult
disabled in childhood and then recover
from your disability before age 22? If you
arc still under 22. unmarried, and arc
attending school full lime, you may be
eligible for students” benefits The people at
your social security office will be glad to
tell. ou what evidence is needed to establish

sour full-time school attendance.
7



Disabled widows ana widowers— You
were found disabled because you have an
impairment severe enough to meet the
medical requirements of the law for this
type of benefit.

Your eligibility ends if your impairment
improves so that it no longer is severe
enough to meet the medical requi* ments
or you are performing substantial gainful
work.

If you again become disabled

If your benefits as a disabled worker were
ended and you become disabled again
before you are 65. you should notify your
social security office as soon as the new
disability begins. Under some circum -
stances you can receive disability benefits
beginning with the first full month you are
disabled. This is possible if:

The new disability has lasted or can be
expected to last a continuous period of at
least 12 months or to result in death;

The new disability begins within 5 years
after the month in which the previous
period of disability or entitlement to
disability benefits ended; and

You still meet work and other eligibility
requirements for disability benefits.

If you become re-entitled on this basis,
however, you are not entitled to a trial
work period of the kind described on page
17



// you receive benefits as a disabled
widow or widower or as an adult disabled
before age 22 and the benefits stop because
you are no longer disabled, it may be
possible to have them reinstated provided
you again become disabled within 7 years
after your previous entitlement to benefits
ended and you still meet the other
eligibility requirements. For information
about whether your disability benefits can
be reinstated, get in touch with your social
security office.

When you get older

If you ate receiving checks as a disabled
worker, your disability benefits will auto-
matically be changed to retirement benefits
v nyou reach 65. We will send you other
instructions then to take the place of the
instructions in this booklet.

If you arc getting checks as a disabled
widow or widower, you will pet new
instructions when you reach 65 because
your rights and responsibilities will he
somewhat different than they are now

Your Medicare protection

You w j have protection under Medicare
after you have been entitled to disability
benefits for 2 consecutive years. Shortly
before your protection starts, we will send
you information about Medicare and
explain how you can have the full protec-
tion it provides.

If a social security representative visits you
We may. from time to time, get in touch
with you to give or get inforn ation.
Usually we do this by mail. Sometimes for
your convenience our representative may
call at your home



v v v v

Anyone li social security will he plad
to show you identification before discussing
your soc al security. A social security
employ* e will never ask you for money to
have something done bcca”sc helping you
with your social security business is our job
Il you ever have ans doubts about someone
who says he or she is from social security,
call the S0Cial security office and ask if they
sent someone to see you.

How to report

You can make your reports by mail,
telephone, or in person, whichever you
prefer. It's usually easier to telephone your
report. If you mail your report, the pro-
addressed "Reporting Card™ given you can
bo used. Replacement cards will be sent

to you or you may obtain them from any
social security office.

On any report you make, be especially
careful to include all these necessary
details*

Na.'-e of person or persons about whom
report is made.

Witnt is being reported.

Date it happened.

Your signature and address

The correct claim number under which the
social security benefits are pasable. It isa
nine-digit number MNKI 00-0000) followed
b\ a letter Il V ('. 11C. or \\ It is shown
Ql1 all letters sent to \ou about the benefits
you are receiving.

If you want help in making a report or
if \ou have a question, get in touch with
any social security office.

10



What to report

The remainder of this booklet gives
detailed information about when and what
you're to report to us. Itsimportant to
report promptly to protect your own
interests.

If sou fail to report something or if you
make a false statement about it. you can
he penalized bs a tine or imprisonment.
You may also lose some of your checks if
>ou don’t report to us when a report is due.

Change of muiiiig address
Even if sour payments are being sent
direct' to sour financial organization for
deposit, let us know righ . assay ol ans
change in sour mailing address. If you
receive sour cheeks directly, telling us
about sour ness address will reduce the
chance that it might be delayed If sou base
elected payment b\ direct deposit, telling us
about sour new address will assure that
sou get .ins correspondence we send sou
You may call or write social secunts. but
if sou write, please be sure to type 0. print
sour complete new address carefully,
including sour /IF code number Also, tell
us saur social security e'..im number, your
old address, ..id the name of all those in
sour family who should get checks or other
information at the new address Well
change the records as soon us (tossiblc

You also should tell the post otlice ol
sour change ol address and ask them to
forward sour mail | hat was. if we liascnt
been able to make the address change
before your next check is mailed, it will bo
forwarded to sou bs the post office



2 Your condition improves
You should notify us if your condition
improves. You may then he asked to discuss
your condition with a representative of
your social security office. In addition,
there may be times when we will want to
discuss your condition with you. even
though you made no report. If a new
medical report on your condition is needed,
you may bo asked t( have a physician
examine you.

If your condition has improved medically
to the extent that you arc no longer disabled
within the meaning of the law. benefits
will still be paid to you for a period of 3
months. Thus, if your disability ended in
July, you would be paid for July, August.
and September. Your last check would be
the one for September.

Improvement in .our condi*."n docs not
necessarily mean a benefit will end. unless
it is established that the medical improve-
ment is sufficient to permit your return to
substantial work.

3 You go to work
You should notify us if you take a jon or
become sel -employed while ycu are still
disab'cd, no mailer how little you earn.
Generally, people who return to work
before there has been medical improvement
in their conditions get a trial work period
During this period they may work and still
get disability checks. (A special provision
applies to people 55and over who arc
disabled by blindness. They should ask at
the social security ufiicc about this
provision.)



Disabled widows and widowers do i.ol
getai. ial work period. Also, workers
whose disability benefits ended because
they recovered or returned to work, but
who again become disabled ind entitled to
social security benefits within 5 years, may
not get a trial work period.

Even if you are not eligible for a t. <a
work period, you will be paid bench's for
an adjustment period ol 3 months .mould
you recover or return to substantial gainful
work. (See "W hat is substantial gainful
work?” on page 18.) "Trial work period”
isexplained on page 17.

If sou go outside the | oiled Stales

Notify u\ if you (or someone for whom you
get checks) decide to go to any of the
following countries: Albania. People's
Republic of ( Inna. Cuba. | ast Germany
and East Berlin. North Korea. Vietnam,
and Khmer Republic (Cambodia).

Also notify us if you (or someone for
whom you receive social security benefits)
decide to go to any other country outside
the Tinted States for a stay of 30 or more
consecutive days.

In your notice goe the name of the
country to which you or the other person is
going and the date sou expect to leave
the U.S.

Special provisions apply to the payment
of social security benefits to people who
are outside the U.S. When you report
you're going outside the U.S., you'll get
special reporting instructions Voul also
be told how to arrange for getting your
check. while you are abroad.



TFVvi N w mrm *
If you’re thinking jhout going abroad,

ask at any social sccui t\ nffic for a sop*
of the booklet. Your social security check
while you te outside the United State . ~ins
booklet explains how your checks are
affected when you lease the country.

You apply for or there is a change in the
amount of your workers’compensation
benefits

If a disabled worker receives workers”
compensation benefits, the amount of
social security benefits payable to the
worker and family may be reduced.

If you area disabled worker, you should
notify us if. before age 62 you:

Applv for workers’compensation benefits;
Receive a lump-sum workers’compensa-
tion settlement;

Begin to receive workers' compensation
benefits: or

Have r change in the amount of your
workers’compensation benefits or such
payments slop.

Marriage

If an adult disabled in childhood marries,
or if a person receivmg benefits as the
disabled widow disabled sun n itig divorced
wife, or disabled eidower of the worker
remarries, we should N notified. | If a
woman who gets checks is a retired or
disabled worker marries, she should let us
know so we can ShOW her icw name on
her checks.)

In some cases, social security checks stop
after marriage. In others, the amount mav
be changed because of marriage This
depends on what kind of benefits you get
and sometimes on whether the person sou
marry gets checks.
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If your checks as a widow, widow er, or
divorced wife stop because vou remarry,
thcv may be started again if your rcmar-
riaee ends. For help in pelting them started.
po to any social security nfTicc.

If an adult child's checks are stopped
because of marriage. they cannot be started
again unless the marriage is void.

The foilow ine chart shows how marriage
will affect your type of benefit:

Type of henefit sou
ng& rece?ve

Dibbled worker (benefits

:ire based on his or her
own earnings)

Disabled widow, or
widower under age 60

Disabled widow, or
widower age 60 or over

Do ihled surviving
divorced wife

Adult disabled m
chilohcHoJ

7 Adoption

et Wl

Continue unchanged

Fnd unless your husband
or wife is getting social
security benefits as a
widower, parent, adult
disabled in childhood ir
as a child under certain
limited conditions

Continue (though in
some ..nc» in a reduced
amount)

I nd unless your husband
is getting social security
| ,*nefis as a widower,
parcnl. adult disabled in
childhootl, nr as n child
under certain limited
conditions

' nd unless sou marry a
soi ml cecurity bencticiary
0tli i than a thild under
cerium limited conditions

If you get checks for a child, notify us if lie
or she is ndoptcd so our record will show
Ihe child's new name la your report, show
ihe dale of the adoption decree and the
adopting parent's name



r rson not able to manage own funds

Not everyone who gets social security
checks can manage his or her own funds. A
parent, or some other person, usually gets
checks for a child.

Sometimes an older person becomes
unable to manage his or her own funds.
When this happens, the person who takes
care of the older person should let us know. |
Then -.c can arrange to send the checks
to a relative or other person who can
handle the funds. We call this person a
"representative payee.”

Duties of a representative payee— A
representative payee accepts the respon-
sibility for receiving and using social
security benefits for another person. If
vou’rc a representative payee, it’s your job
to:

See that the checks are used in the
person’ best interest and. when wc ask.
tell us how they were used. Youl get a
special booklet that tells what you should
do. Its called Your duties as a representa-
tive payee.

Notifv us whenever something on the list
on page.* happens.

Notifv us if the person leaves your care or
custody, has a change of address, or if you
no longer wish to be the payee

Death

When a beneficiary dies, the cheek for the
month tn which death occurs shoit.J I«
returned to the sender For example, if

the person dies in July, even on the last

day. the check dated August 3 should be
returned. However, if the check is issued
jointly to a husband and wife, the survivor
should get m touch with any social security |
office about cashing the check.

I



If the person who died worked under
social security, benefits may he paid to his
or her survivors. If his wife (or her
hushand) and children were getting checks
before he or she died, they probably won't
Im e toapply again. Their checks will
continue. If they Aeren't getting checks,
someone should contact the nearest social
security office to find out what benefits may
be payable.

Trial work period

If you are eligible for a trial work period
(see page 12). you may test your ability to
resume substantial work for as many as 9
months should you try to return to work
while \i % arc still disabled. You will
continue to receive your disability checks
during this period no matter how high your
earnings arc. Remember, however, that
you must notify us whenever you begin
working.

The trial work period ends after you
have done some work in 9 diffeicnt months
or when you recover from your disability,
whichever is earlier.

Since the trial work provision is intended
to give a disabled person the opportunity
to test his or her ability to work and hold a
job. minor work activity in the trial work
period may be disregarded. As a general
rule, when you arc working in a trial work
period, only months in which you are
employed and cam more than S50 will
count as a month of trial work. If you arc
self-employed, only months in which your
net earnings arc more than $50 or you
devote more than i5 hours to the business
will count as months of trial work. The 9
different work months may be consecutive,
or thev may be separated by months or
even years in which vou do not work at all.
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At the end of the trial work period, you
case is reviewed to see whether you are
able to engage in substantial gainful work
If you are. your benefits will continue for
it additional months before being stopped.

When sou report that you have returnci
to work,your benefits may be discontinues
if the evidence shows you have recovered
or \ou mav be asked to submit evidence
that you are still disabled. 11 you recover
from your disabling condition during a Q-
mnnrh tried work period, the trial work
period ends with the month of recovery:
this ma\ he as earls as the first month of
sour return to work Benefits stop after a t
month adjustment period the month of
recovery and 2additional months.

On the other hand, tf you do not recover
during the trial work period, we will review
sour trial work. Il we find that you arc
«till unable to do substantial gainful work,
sour disability benefits will continue.

What is substantial gainful work?
If sou return @ work while still disabled, a
decision about continuing or ending your
benefits depends a* whether your work
shows that you arc able to engage in sub-
stantial gainful work. This determination
is based on whether the work involves
significant duties and is of substantial value
If sou work as an employee The
amount ol sour earnings is important in
determining whether soil can perform
substantial gainlul work | he general rule
is Ihat if sour earnings iven*»c more than
S2w).» month (gross pa\ before myroU
deductions), sou are performing substantial
gainlul work. Special rules apply to
people disabled bs blindness flies should
ask about this provision at any social
security olfiee.
IK



If your earnings average $200 or less a
month, you may not he doing substantial
gainful work. However, if your work is
about Ihe sanh in amount and qualitv as
that being done for a li\ing by workers in
\our area wi> ~e not disabled, you would
be considered r=>be doing substantial
gainful work In making tins decision,
consideration is given to sour hours, duties,
and job performance.

Sometimes a disabled worker receives a
""subsidy’*in addition to actual earr:ngs.
This subsidy isnor counted as earnings in
applying the above test Thus, if your pay
includes a subsidy in addition to the value
of your services, the subsidy is not con-
sidered in deciding whether your work is
substantial and gainful. In such cases,
consideration is given not only to what you
arc paid, but also to your skills, your
experience the degree of responsibility you
have, the hours you worl and the amount
you produce. Often people working in
"sheltered workshops’*get a subsidy in
. Milion to the pay they gelfor working. A
sheltered workshop is usually a non-profit
organization or institution which provides
paid work and rehabilitation services for
disabled persons who cannot work in
non sheltered jobs.



If you arc self-employed Your business
income may not be the best measure of
whether you are doing substantial gainful
work. This is because business income may
depend on mans factors other than your
own work, such as the economic situation
and services of other people

In such cases, more consideration will be
given to the kind and value of your work,
including management, than to the amount
of your income.

For more detailed information about
how working might affect your benefits, get
in touch with your social security office.

If a dependent works

If one of vour dependents who is under
65 and not disabled works and earns more
than S3.240 m 1778. some of the depen-
dent's benefits may be withheld. In general.
Sl in benefits is withheld for each S2 over
S3.240. (The I<77 annual exempt amount
was S3.000.t The earnings limitation for
people 65 or older is S4.HOO for 197X The
si lor S2 reduction applies above that
amount.

Vocational rehabilitation services

The social security disability program
encourages people to return to gainful
employment whenever possible. Many
disabled people have been able to return
to work after receiving rehabilitation
assistance, including medical services and
aids, vocational counseling, training, and
job placement. The vocational rehabilita-
tion agenev in your State provides these
services



If you are offered rehabilitation services
by your State vocational rehabilitation
agency and you refuse the services without
good cause, your monthly social security
disability benefits must be withheld.

The kinds of services that are provided
include:

Vocational ami medical diagnosis S0 you
can better understand your problems.
Advice and counsel by trained rehabili-
tation counselors to help you pick a job
you could do.

Medical, surgical, or hospital services W*
remove or reduce your handicap

A ids such as braces, artificial limbs, or
hearing aids.

Training you may nec ' to prepare fOr a
job.

Placemen!- should you need help in
linding the right job when you are ready
for work.

If your State vocational rehabilitation
agency does not get in touch with you. you
may want to gel in touch with it t*find
out what services the agency might be able
to offer.

Lven if some time passes before you
think you’re ready for rehabilitation
services, feel free t*call or write the agency
to see what services it can provide. The
agency's address may be listed with other
State ollices in your telephone book or you
can ask for the address at your soci 'l
security office.

Your disability benefits will continue
while you receive rehabilitation services
until your condition improves or vou show
bv working that you can do substantial
gainful work.



If you return to work and later have
difficulty in continuing, the rehabilitation
agency in your State may again be of
assistance. If your benefits have been
stopped, you should also get in touch with
your social security office.

If sou arc not satisfied with Ihe decision on

sour claim

A written notice is used to notify you of

the decision made on your claim. If you

beliese the decision is not correct, you hav

t, *right to ask that your claim be

re-examined. Your request for review musi

be in sriling and filed with any social
security office within specified time limits.

| irs! you may ask that the initial decision

be reconsidered. Your request must ho

made within M>days from the date you
receive the notice of the initial decision.

2 If sou disagree with the results of that
reconsideration, sou mas next ask fora
hearing before an administrative law judge
Your request must tv made within ftodass
Iroiu the date you rcccisc the notice of the
reconsidered decision.

It you disagree with the decision of the

administrative law tudgc. you mav then
ask fora review of that decision by the

Appeals ( ouiK il I his request must be

made within the time limit mentioned in
the notice oi the liearinu decision

» If you disagree with the Appeals Council
decision or denial of review, you may bring
a civil action in a f ederal court, Your
complaint must he tiled in the United State
district court for the district in which sou
reside within M| days of the date we mail
sou the Appeals Council decision or denial
of review.

[EEN



If you have any questions about the
decision on your claim for social security
benefits or any other of your rights under
the social security law. telephone, write, or
visit any social security office. Wc will be
glad to discuss your claim or any other
social security matter with you and assist
you in any way we can.

Your rikht to be represented

You have the right to be rej 'escntcd by an
attorney or other person of your choice in
any business you might have with us. This
does not necessarily mean that you will
need a representative. Most people handle
their social security business themselves,
with the help of the people in the social
security office. If you wish to be repre-
sented. however, wc will be glad to work
with your representative just as wc would
work with you.

There arc special regulations concerning
Who may represent you. what the represen-
tative may do. and hOW much may be
charged for services. If you would like
more information about these matters or
have any other questions about your right
to representation, please get in touch with
us.
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February 14, 1979

The Kw. able Bill Ray
Senator, District C
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Senator Ray:

Thank you for offering me the opportunity to comment on the letter you
recently received from Ms. B. Charlene Stewart, concerning AS 39.35.360,
Earlier Service. Although 1 cannot agree with Ms. Stewart®"s suggestion
that Sec. 360 should be expanded to permit the crediting of all federal
service rendered in Alaska prior to 1961 under the Public Employees”®
Retirement System (PERS), | do appreciate her concerns and | can understand
how she concludes that her suggestion would remedy the situation. I share
her concerns, but propose a different remedy; 1i.e., Sec. 360 should not be
apolicable to any members joining the PERS after July 1, 1579.

Ss:. 360 was originally enacted by the Legislature to be effective

Jarjdry 1, 1961, tne same time the PERS was established, -ov.-ever. In 1i.s
original eorr Sec. 360 autnorized only the crediting of service rendered
while an employee of tne Territory of Alaska, and required that tne
employee subsequently work for the State in a covered capacity (making
contributions) for a period of five (5) years before such service could be
credited. Then, as now, no contributions were required for creditable
employment segments prior to statehood. As | understand it, the original
purpose of Sec. 360 was to reward those ca>eer Territorial/State employees
with a retirement benefit for service rendered to the Alaskan government
and citizenry prior to the time when a comprehensive PERS existed.

Since that time Sec. 360 has been amended on at least eight (8) different
occasions. Those amendments have reduced the period of service which must
be rendered to the State to three (3) years, and expanded the eligible
employment segments to Include service as an elected official with the
Territory or political subdivision thereof, service as a peace officer of
a participating political subdivision, service with certain political
subdivision detention facilities, and specified types of employment with
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nine (9) different federal agencies. I repeat, no contributions ar«
required for any of this service prior to 1961.

Each time Sec. 360 has been amended, it appears that the same basic
argument is advanced: The affected individuals performed de facto, if
not de jute, service for the State and for that reason should have that
time credited for retirement purposes. While the law does provide that
any PERS retirement benefits shall be cffset by any U. S. government
oension receivec for the same period of service, it does not provide the
same off;at for any pension payable from a political subdivision. Even
tne U. S. pension offset is of questionable fiscal value to the FERS,
since the only source from which we can obtain that information is the
affected individual; reporting a federal pension ls essentially a matter
of good faith.

As Sec. 360 now reads, one can easily appreciate Ms. Stewart®"s contention
that it is unfair to keep expanding the coverage for select groups of
persons, without making it available to everyone. Reading that section
from the employee®s perspective, it easily appears that it has been
amended without rhyme or reason. As she notes, it is difficult to
appreciate how service as a Civil Aeronautics Administration heavy
equipment operator is of any greater value to the State than her service
with the Federal Housing Administration. In fact, 1t is difficult to
explain how service in the current eligible categories was of any greater
value in the development of Alaska than work as a miner, logger, commercial
fisherman, etc., during that period. However, in my opinion the solution
tc resolving inequities which now exist lays not in adding to the list

c* selected "elite™ croups, thereby merely alterirg the perspective of
so-e cersors, but rather by reexamining validit;. cf allowing any se.ect
gro-:s t: profit in tne future. Aside from the social do!»cy ramifications
o* cre:":lng all types of federal service prior tc statehood under the
F*;.S5, .. must consider the horrendc s costs of Sucn a rove to the Alaskan
tfc*ps..er.

Without extensive research, |1 cannot know the true fiscal impact of
legislaten as suggested by Ms. Stewart, nor can | state the cost to the
taxpayer of the various amendments to Sec. 360 made over the years. But
I do know that they have been terribly expensive; we need only look to
the latest amendment as an example.

As you know, last year the legislature amended Sec. 360 to provide

credit to former employees of the Alaska Communications System and former
peace officers of the Territory or participating political subdivisions of
the Territory. In preparing a fiscal note on those provisions, we estimated
that no more than 60 employees out of approximately 21,000 active and
retired members would benefit from the amendment. However, to pay the
additional benefits which would be due to these fortunate few, our actuary
determined that the PERS required contributions in the amount of S154.000
per year over ; 30 year amortization period. The total present day value
of the additional benefits thereby provided amounts to S2,246,850, or an
average of $37,448 per affected employee. Of course, this expense 1s
borne by the taxpayer.



Senator Ray -3- February 14, 1979

When contemplating issues of expanding creditable service under the PERS,
we must remind uurselves of the purpose underlying the creation of the
retirement system. When the system was originally established, the
legislature provided at AS 39.35.010(a):

The purpose of this chapter is to encourage qualified
personnel to enter and remain in the service of the state
by establishing a system for the payment of retirement,
disability, amd death benefits to or on behalf of the
employees.

To fulfill this purpose, the PERS must, provide competitive Inducements to
attract qualified employees. However, we cannot endorse system enhancements
at the expense of the taxpayer, when no demonstratable need exists in order
to fulfill its purpose. Nearly 20 years after statehood, 1 suspect that
little if any need exists to attract former federal employees of the
Territorial era by providing more benefits. On the other hand, the crediting
of additional federal servi:e from that period works somewhat at cross—
purposes to the chapter; l* not only costs money, but it actually encourages
those employees not to remain in State service, by increasing the amount of
service they may apply towards aservice retirement.

In light of these considerations, | once more suggest that employees hired
on or after July 1, 1979, not be entitled to any service credit under Sec.
360, and that Sec. 360 be expanded no further. While this will not wholly
resclve the inequities perceived by Ms. Stewart, it will halt further
ce-TStuation of those perceived ir.ecjities, and :he increased costs which
"js: oe oaid by tne public.

" firk you aga®n for tne opportunity to comment on this matter. Should
yo« ra.e any questions, please do no: hesitate to contact me at 465-4760.

Paul B. Arnoldt
Director

PBA/BAC/jb
cc: All Members
11th Alaska State Legislature



POUCHY STATE CAP,TOI

TTHE (LI'"NOIOJTTM M e
legislative affairs agency

MEMORANDUM February 27, 1979

SUBJECT: SB 25; .mm ,iary and Analysis Correcti gn

TO: The Honorable Clem Till ion
President of thbe Senate

FROM: Ken Humphreys
Senior Pol icyAnalyst

The summary for SB 25 which was included in the February 16 report
the Legislative Board of Retirement Benefits was 1in error in that
treated a section of last year®s bill. The current version of the bill
would not include marine employees in PERS. A corrected summary Iis
attached, and the board"s analysis should reflect that the fiscal impact
has not yet been determined.

Please contact me if you have questions.
KH: jm
Attachment

cc: Chairmen of the House and Senate Finance and State Affairs Committees
Chairman of the Legislative Council



February 16, 1979

Legislative Board of Retirement Benefits analysis and recommendations
on:

Senate Bill No. 25

As SB 25 1is currently drafted, the fiscal impact has not been
determined. More detailed fiscal information will be available soon
the board will make a recommendation at that time.

(corrected 2/27/79)



SUMMARY OF SENATE BILL NO. 25

Retirement system affected: PERS

Provides for an election in which the state employees
who are currently covered by federal social security
may choose whether to continue that coverage, or to
continue the same contributions required by social
security, opt out and receive an alternative package of
benefits provided by ehe state.

Provides thrt an occupational disability pension be the
greater of 40 percent of the disabled employee®s
compensation or the accrued retirement benefit.

The alternate package of benefits for affected state
employees includes:

(1) allows the employees of the division of
marine transportation who are covered by a
maritime mion contract to bargain collectively
for inclusion in the PERS;

(2) a 25-and-out provision for PERS employees;

(3) an additional three-fourths of one percent on
the PERS benefit crediting factor for each ye”r of
service;

(4) survivor®s and disability insurance; and

(5) a mandatory deferred compensation program for
contributions in excess of deductions.

Corrected: 2/27/79
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THE FOLLOWING PAGES WERE TREATED AS
A UNIT IN THE ORIGINAL FILE.



Chronological
withdrawal

A

£2.

N-3.

jfcU.

history of events culminating in SB 25- State

from the federal social security ststem.

t)teC- A1*5"

December 1975

July 30,

CW,\T n *7
March 17,

May 2,

1977

1976

1977

OPtvo VALTTLW Tec »SSK»n>~iP TMirU
ANT Tt CPTCaT. '

L
Sta{e (Commissioner of the Dept, of

Administration) gave notice to the federal
government of intention to withdraw. Notice
must be given two years 1in advance.

William M. Mercer/Consulting Actuaries,

submitted a study relative to termination

of state from federal social secuirty, to
the Dept, of Administration. This study

was requested by the then Commissioner, Andy

Warwick. 9 (FFT@FKK

firtr £fercier To VMG ¢ Fleets - ion-nc#kA
HB 364 - An act relating to withdrawal of the
state from federal social security - was
introduced in the House by the House Rules
Committee. It was referred to House State
Affairs Committee where it died. Ltu *on

tv O1I, ivllIKnw 1a”"S§
HCR 66 ™~ Relating to withdrawal from social
security - was introduced in the House and
sponsored by Rep. Miller & Rep. Duncan. This
resolution requested the Governor to cause the
1975 withdrawal notice to be recinded as of
July 1, 1977 and a new notice be given by
December 1, 1977 for the purpose of time to
conduct further study on the 1issue. It was
resolved that the Legislative Council conduct
as study on all aspects of withdrawal. The
study group was to include members of the
Council, representatives of each employee
bargaining group and the director of the division
of retirement .**Also requested was an actuarial
study of costs and benefits of recommended
changes be conducted by an independent actuary



under direction of the Legislative Council.
This resolution was -eferred to the House
State Affairs Committee, passed both houses
and became legislative resolve no. 107

(SLA 1977)

March 15, 1978 The study group report - Alternates to the
Social Security System for employees of the
State of Alaska (by Millfan & Robertson, 1Inc.)
was submitted to the Legislative Council.

June 3, 1978 The result of the above study became HB 946
submitted by the Rules Committee at the
request of the Legislative Coun 1. It was

referred to House Finance and passed out of
Finance on this date as CS for HB 946 (am).

It passed the House and died in Senate Labor
and Management Committee.

January 16, 1979 SB 25 - An act relating to withdrawal from
the federal social security system - was
introduced in the Senate by Sen. Bill Ray
at the request for the Alaska Public Employees
Association. It was referred to Senate State
Affairs then Finance.



Results of APLa Questionnaire sent out with their report on

withdrawal from sociai security to their members. March 1S77
Gen.Govt responses=583 out of 5,187 (@7c.)

Supervisory respcnses=165 out of 816 (2070)

Gen. Govt Supervisory
1. Are you in favor of withdrawal? YES 827. 897.
NO 16% ar.
NO
OPINION 17. 21.
2. If in favor, should money be
used to improve PERS benefits? YES 717. 787.
NO 107. 97.
NO
OPINION 187. 127.
List in order of priority
GEN. GOVT. UNIT SUPERVISORY
1. Increase retirement to 2%/. for each 1.
year of service.
2 . Equal benefits for occupational and A.
non-occupational death & disability
3. Increase death & disability benefits
to 507. of monthly earnings. 2 .
A. All state employees 20 and out. 3.
5. Extend death and disability benefits 5.
to employees who leave state service
6 . Death and disability insurance for 6 .

temporary employees.

COMMENTS

GEN. GOVT

1. Want alternatives to putting money
in retirement fund.
2. Want 20 year retirement option because

older employees will

S.S.

3. Want retirement
year.

lose a minimum of

income and younger employees will
have opportunity to qualify for benefits3. |If PERS improved, retire—

increased to 37
Also want retirement benefits

for each

adjusted twice annually to compensate
changes 1in CPI. No. of years to
qualify for vested rights changed from
5 to 2 years.

for

6. Sick leave
retirement

SUPERVISORY

1. Study to determine wage
percentage necessary to
para 7lel s.s. benefits.

2. S.S. money should be used
to increase pers payments.

ment benefits should be
Increased, no decrease
should be allowed.

A. Retirement shou.d be base<
on 3% for each year of sw

5. Want 1ironclad irrevocable
agreement with Admin, if
withdraw.

not used to be credited towar<

at time of retirement.



SOCIAL SECURITY WITHDRAWAL

- - »

One* hundred thirty-elyht cities, counties and local government
agencies have abandoned the Federal Social Security system in the
last three years.

Another two hundred and seven g /ernment bodies - mmmost, prom- *
inertly the State of Alosra - have notified the Social Security
Administration that they too intend to withdrew from tne financially
uncertain national insurance program.

So far, the actions of these local government units have had no
i .pact on the vast Social Security system which draws payments from
over 100 million Americans and pays benefits to some 30 million or
more.

Under the Social Security system, a worker needs at least six
(6) quart-rs, but not more than forty (40) quarters, of coverage to
be eligible .or a Social Security retirement benefit. Those benefits
arc determined by a schedule based on what is called the employee's
"average monthly wage."” Ilhe average monthly wage is determined by
adding together a worker®s annual earnings for each year from age
21 to 62, dividing that total by the number of years employed and
then dividing by 12. That produces the "average monthly wage."

The basic cause of concern regarding the future of the Social
Security system stems from this benefit formula. In 1972, Congress
revised tho Social Security law and established on automatic cost of
living adjustment on Social Security retirement benefits by tying them
to the Consumer Price Index (C.P.1.).

At the same lime, Congress also tied the taxable wage base to
the benefits increases; that is, when retirement benefits are raised
due to inflation, the taxable wage base 1is automatically increased by
a percentage comparable to the inflation of contributing workers® wages.
The end result is a "double indexing” of the benefit formula. Inflation
raises workers® wages, which raises the "average monthly wage,”™ which
consequently *icrcascs benefits paid. Then when benefits arc raised,
the taxable wage base is increased, which raises benefits paid. Un—
fortunately, Social Security does not include any formula which will
generate the revenue required to pay for these upwardly spiraling bene—
fits.

Unlike the Social Security system, the retirement benefit that an
employee receives from the Public Employees Retirement System (P.E.R.S.)
is directly proportional to what the employee pays into the system.
State employers are currently contributing fcur and one quarter per—
cent of their earnings to the P.E.R.S.. An employee is vested 1in
that system after five years of service. The benefit formula is two
(2) percent of the employees average monthly salary, times the number
of years of service, Hmrs the average of the last three consecutive
hlgn-ycar earnings. Normal retirement age after vesting is 50, however
there 1is an option for early retirement any time after aye 50. This
is accomplished by subtracting a half of a percent for each month re—
tired before age 55.



Page 2

During the first session of the 10th .Alaska State Legislature,
Social Security withdrawal v/as a major issue following the intro—
duction of a bill that v/ould have legally withdrawn ell state employees
from the Social Security system through a balloting election pro—
cedure (11B$3G4 and SSSB//215).

However, th.s bill did not address several main issues, there—
fore, numrous labor organizations were very verbally apposed to
withdrawing at this point in tire (namely Labor Local 71 and the
confidential unit). The main issues against the v/ithdrawal were as
follows:

1. Most importantly, there v/as no alternative for
the money after withdrawal from the current
Social Security system. (That is to say, it
was rot known for sure what to do with the money
that v/ould continue to come from state employees
pay checks after withdrawing).

2. Likewise, there v/as no firm understanding that
the State of Alaska v/ould continue to pay the
same amou. t of money, into another fund, as
under Social Security.

3. Ho inclusion 0" benefits to cover temporary
position State Employees.

4. Very little consideration v/as given to
disability and the causes of “n-occupalional
vs. occupational disability.

5. finally, the findings in thr riercer Report, a
report the State of Alaska 1i.ad done on factors
in consideration of termination from the Social
Security system, vs. the report by the Alaska
Public Employees Association®s Conmittcc on
Social Security Withdrawal, Chaired by Kike
Murray of Juneau, were not sound and traceable.

A compromise which would allow another two years to stud/ the
inequities of the A.P.E.A."s P.oport and the Mercer Report, came a..uut
during the last Session of the Legislature as both time was running
out under the current "letter of intent” to withdraw from Social
Security and as major opposition mounted. As a result of this com—
promise came a unanimous support by all, including legislators, to
better evaluate the Social Security Withdrawal idea.

This compromise came in the form of House Concurrent frcsoi *tion
66, Introduced by Representative Mike Miller (P Juneau) and Representa—
tive Jim Puncan (l1)-Juneau). Ilhe purpose of this Resolution was to give
the Governor the authority to rescind the first "letter of intent”
to withdraw from the Social Security system and re-sub-lit a now "letter
of intent™; thus allowing the State of Alaska, A.P_.E.A. and the l.cais-
lators an additional two years to study Social Security. The flr,t



"letter of in*<*nt" was S°nt In on D"cember 3, 1975, by then Commissioner
of Administration, Andy V/orv/ick. The letter to rescind the first letter
of intent v/as sent in Kay 31, 1977, by Billy Bob Allen novw/ Commissioner
of Administration. To date, the second "letter of intent” has not been
sent by the present administration, who has only until December 31, 1977
to accomplish it.

Inclusive of H.C.R.f66, which passed unanimously in both the
State House and Senate, v/as language that called for an independent
accuracy study of the costs and benefits of the recommended changes,
as needed, for withdrawal from the Social Security system. Members
of a committee that will determine the direction and choice of accuracy
for the State of Alaska®"s study are a representative of each labor organ—
ization, a member of the legislative council and the Director of Retire—
ment.

0

With the above in mind, the committee held its first meeting on
July 11th and determined that Dick Wikenv/erder with William Accuracy, a
Seattle hascd accuracy company, v/ould be hired to do the study called
for under the bill. A tentative date, of August Veith, has been scheouled
to nuH with Mr. Wikcnwerder to give him the direction and the scope
that the committee feels the accuracy should take. Additionally, some
tentative directions have already been given to Mr. Wikenv/erder to con—
sider before the meeting with the full committee. They are:

1. increase from the current 2 percent to
2 1/2 percent in the P_E.R.S.

2. retirement after 20 to 25 years in the

system.

3. a COLA allowance - <cost of living adjustment
for people who have retired under the P_E.R.S.
already.

4. to come up with an alternate plan for the Social
Security withdraw plus keep the present P.E.R.S.,
for a combined retirement benefit system.

lhose in attendance at the first coniniltce meeting, and on the
coranittec are:

Representative Mile Miller - Chairman

Linda McCurry - Confidential Unit

Ann Sliippard - Public Safety Employees (PSEA)

Roy Dunn - Alaska Public Employees Association (APCA)
Greg 0"Clary - Inlandhoatmans Union (IBU)

Taul Arnold - Division of Retirement

Ken IliMiprhlcs - Legislative Affairs Agency

Hob Gatos - Division of Retirement Director



K3UCH Y . STATE CAPIIOI

¥K)d [LiOi1JUJIFM NEAL peAn
LEGISLATIVE AFFAIRS AGENCY

M I NUTES
SOCIAL SECURITY WITHDRAWAL STUDY GROUP

A meeting of the Social Security Withdrawal Study Group
commenced at the State Capitol, Juneau, Alaska on August 18,
1977. Presiding at the meeting was Representative Mike
Miller. Also present were:

Roy Dunn
Mike Murray
APEA Juneau Field-Office UAAGDIS

Ann Sheppard
Public Safety Employees Association

Paul Amoldt, Director
Division of Retirement and Benefits

Dave Warren
Confidential Employees Association

Ken Spray
APSE Local 71

Richard A. Winkenwerder
Milliman & Robertson, Inc.

Ken Humphreys
Research Analyst
Legislative Affairs Agency

James L. Baldwin
Legislative Counsel
Legislative Affairs Agency

As the first order of business, Representative Miller stated
that he had reviewed the contract for actuarial services

with Milliman and Robertson, Inc. and recommended that the
study group approve the contract. The contract was approved

for submittal to the contractors for their review and execution.



9.

Hr. R. A. Winkenwerder was introduced to the study group and
discussion ensued concerning guidelines for his investigation
of alternative approaches to Social Security. The members

of the study group expressed interest in investigation of

the following approaches or problems:

(1) Improve PERS 1in general with the use of additional
funds released from Social Security contributions.

(2) Improve the current deferred compensation plan.

(3) Establish a new program essentially replacing
Social Security. *

(4) Study the benefits under the Public Safety Employees
Retirement Program in relation to benefits enhanced
under PERS.

(5) Modify PERS 1in some specific aspects; for example,
consider a retirement after 20 or 25 years, consider an
increase in the benefit accrual formula above 2 percent,
(perhaps 2 1/2 percent) and finally, consider the
addition of a cost of living adjustment like Social
Security.

(6) Examine the disability provisions of PERS particu—
larly in relation to the difference between the occu—
pational and nonoccupational categories and nerhaps

also consider an increase in the disability benefit.

In considering the disability situation, it was suggested
that disability benefits from all sources be considered
before arriving at any recommendations for alterations

in the PERS benefit. Also consider a temporary extension
for employees who leave the State.

(7) Specifically what would the current 5.8j percent
of Social Security contributions buy under .he PERS
program? It might be considered to have tha employee
contributions sent directly to a deferred compensation
system with the State®"s share of the contributions
going directly to PERS to 4mprove that program.

(8) Consider a fully-paid-foi medical benefit progranm.



9 It was mentioned that perhaps there might not be
too much concern about specifically what additional
benefits are being provided but rather that the employee
would like to get more benefits for the dollars that

are being contributed.

(10) Consider establishing a new deferred compensation
plan along the guidelines of those recommended by
Robert Gates in his August 14, 1977 letter.

Mr. Winkenwerder indicated that he would begin preliminary
studies to analyize the current system and would report at
the next regular meeting of the study group. The date for
the next meeting is to be set by a call of the Chairman upon
further consultation with Mr. Winkenwerder.

Respectfully submitted,

James L. Baldwin
Legislative Counsel






CHANGES THAT COMMITTEE SUBSTITUTE FOR SB 25 WOULD MAKE IN THE BILL

By SB 25 Sections

Section 2. AS 39.35.160(b)

Section 6. AS 39.30.170

(a) (¥

@) ()

(b)

©)(2)

The substitute would exclude provision
D(ii) which provides that other than
military service credit, only service
after 1/1/80 may be credited.

The substitute deletes the words"...

and are not covered under PERS."™ from
section (a)(5) and re-numbers making
this section (r) (4)

Adds the words, "...and not included
in groups described in (3) and (4)
of this subsection, and re-numbers
making this section (a)(4).

Changes sentence which states that
groups under (a) covered by PERS

shall be considered as one group to
Groups under (a) covered by PERS tKe
cost of the additional benefits shall
be actuarially determined on an annaal
basis.

Changes sentence which states that
deducted from account for (a)(l)
PERS employees an additional 7.17.
of gross monthly compensation for
each employee in that group to
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ESTIMATED STATE EMPLOYEES AFFECTED BY SB 25

TOTAL NUMBER OF STATE EMPLOYEES - 10,597
(Does not include University of
Alaska or ASHA employees)

AVERAGE LENGTH OF SERVICE WITH STATE - 3.86 years

TOTAL NUMBER OF EMPLOYEES WITH AN AVERAGE
LENGTH OF SERVICE OF LESS TH.vN FIVE YEARS 9,076 (85%)
(Gen. (bovt., P.S., Labor, Exempt)

TOTAL NUMBER OF EMPLOYEES WITH AN AVERAGE
LENGTH OF SERVICE OVER FIVE YEARS 1,521 (15%)
(Excluded, Marine Trans., Supervisory)

TOTAL NUMBER OF TEMPORARIES WITH STATE 1,157
(Mostly Gen. Govt., Exempt, Labor)

¢Source: Dept, of Administration, Division of Personnel

ALASKA PUBLIC EMPLOYEES ASSOCIATION

TOTAL NUMBER OF MEMBERS - *8,000

NUMBER OF STATE EMPLOYEES IN APEA *6,579 (82%)

NUMBER OF APEA EMPLOYEES WITH AN AVERAGE

LENGTH OF SERVICE OF LESS THAN FIVE YEARS *5,709 (87%)
(General Government Unit)

NUMBER OF APEA EMPLOYEES WITH AN AVERAGE *870 (13%)
LENGTH OF SERVICE OVER FIVE YEARS

eSource: Cherie Shelley, APEA

As law now stands PERS benefits do not become vested until after
five years of service with the State. IT a member terminates
employment with the State he has the choice of being refunded
his contributions (employer®s contribution stays in PERS) or
keeping them in PERS to be collected when he retires.. Under

SB 25, members who terminate employmcng™ith the State, would

be automatically refunded their contributions.

PERS 1s mandatory when one become;, a state employee, except for the
following who have their own retirement systems: MT (Inland Boatman),
Teacher®s Retirement System, Judicial Retirement System, emergency,
temporary or casual workers.
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TOTAL NUMBER OF STATE EMPLOYEES AS OF FEBRUARY 2, 1979

Does not include University of Alaska employees (about 1,000)
orHous ing Authority employees (2 Pcz. )i uioOekl,

*Jc CC~«Tac\ 0J|<tuubMs. *TE,S,
TOTAL NUMBER OF EMPLOYEES: 10,597
AVERAGE LENGTH OF SERVICE WITH STATE: 3.86 forvjM el ciftlrt 2.7300
TOTAL NUMBER OF EMPLOYEES WITH AN AVERAGE LENGTH OF SERVICE LESS THAN
FIVE YEARS: 9,076 = 85% Ft\K.wWUuNOET =<*27740 «
TOTAL NUMBER OF EMPLOYEES WITH AN AVERAGE LENGTH OF SERVICE OVER FIVE
YEARS: 1,521 = 1570 (Mainly marine trans, excluded and supervisory
A
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SB 25 - WITHDRAWAL FROM FEDERAL SOCIAL SECURITY

INTERESTED PARTIES

1.

2.

10.

Senator Bill Rav, Sponsor

Department of Administration
Division of Retirement & Benefits
Paul Amoldt, Director

Alaska Public Employees Association
Pat Murphy, Executive Director
Cherie Shelley, Representative of APEA & Confidential Unit

Local 71, AFL-CIO -
Marine Transportation
IftLand*Boatman®a-Union
Federal Social Security
Office of the Governor

Mike Miller, was chairman of the Legislative Council Study
Group on Withdrawal from Social Security

Robert Penman. 7730 Honevsuckle St., Anchoraee, Alaska 99302.
Wrote a letter to legislators expressing hi* views on SB 25.

FISCAL NOTE: Requested 1/21/79



JJ.

ALTERNATIVE TO SENATE BILL 25
(Withdrawal From Federal Social Security)

Freeze social security contributions at present levels.

(6.13% employee and 6.13% employer on salaries up to $22,900).

Increase employees wages equal to social security contributions.
(Employee deduct! )n for social security would be discontinued,
and employer contribution to social security would be paid to

the employee).

Establish a "menu™ of supplemental benefits from which an

employee can elect to participate ~DedJLtions for the supplemental

benefits would be taken from employee®s wages).

(1) No election (employee receives equivalent of
social security contributions).

(2) Supplemental Health Benefits.

(3) Supplemental Death Benefits.

(4) Supplemental Disability Benefits.

(5) Supplemental Survivor Benefits.

() SupplmenUl Annuities.



THE FOLLOWING PAGES WERE TREATED AS
A UNIT IN THE ORIGINAL FILE.



SOCIAL SECURITY SYSTEM
l. Old Age, Survivors and Disability Insurance (OASDI)

I1. Hospital Insurance Benefits & Supplemental Medical
Insurance Benefits (Medicare)

l. 0ASDI
a. All participants covered
b. Both employer & Employee pay into social security

c. Retirement benefits provided on a non-reduced basis
at age 65

"Special Minimum Benefit” application for low earning
level workers with long service.

Deferred retirement-if retirement is delayed beyond
age 65, benefit increases for old age insurance benefits
only.

Early retirement-as early as age 62 with benefits
reduced by 5/9 of 17. for each month that retirement
precedes age 65.

Earnings test-$2,760 per year may be earned before
benefits are reduced.

Wife or dependent husband benefits-will receive at

age 65, 50/. of spouses benefit. May commence at age

62 but will be reduced. Wife receive full benefits
at any age 1if she 1is caring for a child entitled to
child"s benefits.

Child"s bencfits-each child until age 18, unless a
student and then until age 22, or if disabled.

d. Disability benefits-member must be fully Insured (minimum
of 6 and maximum of AO quarters of coverage)

Disability benefit is equal to the Primary Insurance Amount
computed as though the worker had attained age 62. If
worker 1is under 62 benefits may be reduced if he 1is
receiving workman®s compensation..

Disability benefits shall commence at the end of five
months throughout which the worker has been disabled.
Benefits end when recipient dies, reaches 65 or becomes
no longer disabled.



Disability (Con"t)

Wife or dependent husband benefits-commencing
at age 65-5070 of spouses benefit amount.

Child"s benefits - 507. subject to a maximum
family benefit.

e. Death Benefits

Widow or dependent widower®s benefits - 1007. of
deceased™s accrued benefits.

Mother"s benefits - Payable to widow if not married,
not getting widow"s benefits and has care of a child
of deceased entitled to a child"s benefit equal to
3/A of benefits of decesaed.

Child"s benefits - 3/A of decesaed benefits subject
to maximum family benefit.

Parent"s benefits - if _.arent is 62 or older and
received 1/2 support from deceased and has not
married since individual died and has filed an
application for parent benefits, he receives 82"7.
of deceased"s bebefits.

Lump sum death payments - $225.00 to wi low/widower
if applied for within 2 years of death.
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THE PRECEDING PAGES WERE TREATED AS
A UNIT IN THE ORIGINAL FILE.



SOCIAL SECURITY
WITHDRAWAL

A REPORT TO
ALASKA PUBLIC EMPLOYEES

VS.

N

&
V- .’1.*%«* Puznﬁ[KqunEn?sscuriM

PREPARE™ BY:

ALASKA PUBLIC EMPLOYEES ASSOCIATION
COMMITTEE ON SOCIAL SECURITY WITHDRAWAL
MIKE MURRAY, CHAIRMAN



A laska P ublic E mployees
STATE NCADQUMHM; 1V IEMRD STRUT, SUITE \é». JUNEAU, Al AWAMCI » Tt] fPRONFe (W | <4 TIM

March 1977

Dear State Employee:

Encloaed It a srsepé)r(t)fp\r/c? qn? res? Alaslﬂ Public EmP ees Ass%cletlon
H %n goncerI eH mest|ersALtcrﬁast<h StA |t drat/vi'%%\? Hnnfé B\éelv g%\élgweg

the qht]testtop 0

t e tmnts [sourconcusmnt ttﬁ

oyees WI enet rom Soce Security withdrawa funds
ch are current y contrlbuted to that "ystem are re-Invested elsewhere.

tiremen ecu&ltgﬁbeneflts Wgcogr%se%ded

e % W
%mgroi/egtg&tjsr {0 tﬁntfbgutlo S[TB[EJ%OSS# e|ﬁ ?hrou |onse nvestmﬁnteore OFI'EI'
?U tur ]J%OCIa eCUHn F n 9 ea Y r%ﬁ O%ng
EE t bepe TeS Ib promis shart answereH ‘ ] EIS S a He[ \flden

P? re OB[I ¥ taI?S a cog\tganson ?f Social

n e re s report and stu |ed e Jssues ou WI agree
at wit d?lawa \from %ocla' Sec%rlty It a wise decision. Y J

At the reguest of APEA legi Iat|0n has been Int od ced | hat the

e0|5| oncerning contin e art| | ator | |Hﬂem
%t to state e oy £s. uccess at e sa

esta an em e ean um to e ermlne t é | sue al | se cure all

cont |but|onsf e Socia ecun% ¥ﬁ e ? s and th

employer or futire Investment In other et|remen sys

The advisory ballot Included at the be n|n of thls re ort IS dESIgr\lﬁm

to d monstrate t e con ern of tate ?ﬁ&o ee r |n |s Issue
F's‘vﬁeatve'setvtna. ¢ Yk, ol e o oefol, e ot o

5. dL{tPJ tée uestions on Phe %%ellot are contgmed on pages 5?17 5 3

Please do ?t delay. The tlon to wﬂﬁdraw from Solclal Security is a
once -tn- a etime ?P ? rovide ? PstantJa secuhrlty r your
you wo ike more Information, on. the su

reti ears.
woutgnllke organlte a speclal meeting to d|scuss the ‘issue, cdntact

APIA Committee on Social Security Withdrawal



ALASKA PUBLIC EMPLOYEES ASSCCIATION
REPORT

TO ALL EVPLOYEES OF THE STATE OF ALASKA CONCERNING THE DESIRABILITY
OF ULHi AVIL FROM THE SOCIAL SECURITY SYSTEM;

AD

ABALLO' WHEREBY EMPLOYEES OF THE STATE OF ALASKA MAY ADVISE
THE ALASKA PUBLIC EMPLOYEES ASSOCIATION;

A WHETHR PUBLIC EVPLOYEES WANT TO OPT-OUT
OF THE SOCIAL SECURITY SYSTEM;

B. VAT BENEFITS, IF ANY. SVOULO BE IMPROVEQ
WHCH M2 BE LOST TO SOMVE EMPLOYEES BECAUSE
CF WITHDRAWAL FROM THE SOCIAL SECURITY SYSTEM



TR E G-CNIENIS

Ry
0 I
FORBWORD. ..o 117
Comparison of ' t fit
DR A e DTS s !
Explanation of future retirement DENefitS. ... S
Estimated current monthly P.ERR.S. retirement benefits b
Estimated future monthly P.ERR.S. retirementbenefits ... T
Estimated monthly Social Security retirementbenefit ............ 8
Structure of the Social Security benefit formula ... 14
FACTORS WHICH MUST BE CONSIDERED ..o 18
pelfement QRIS o
Survivor's Benefit: EolglﬁISSecurlty llllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllll %
Disability Benefit: Bog&ISSecurlty ............................................................................................................. %%
Medical Benefit Eolg_;lﬂISSecurlty ...... 33
Temporary EMPIOYEES ..oovvvsrmsvsrmsmssmsssssssssssmsssssssssmsssssssssssssnins R
RECOWCNDATIQMIS
Withdrawal from Social SECUB'TY ovvvvrvrimminrn i
Retirement BENEFItS ... 15*16, 24-25
Death BENETIt ..o 30-31
Disability BENefit ... R
XGRS0 SERE RSP WO %38
Medical BENEFILS ... 3

TEMPOTArY EMPIOYEES .. 40



PLEASE TEAR OUT. FOLD. AND HAIL,
ADVISORY BALLOT

ChecE One
() Kember of General Government Unit
() Supervisory Unit
() Other Bargaining Unit
() Not Organized

Do you favor withdrawal from the Social Security System, yes ( ) no( )

If you voted yes tu the first question; Is your vote based on the condition that
the money which the State of Alaska and the employees of the Sute of Alaska are
contributing to Social Security be used to Improve the benefits of the Public
Employees Retirement System, yes ( ) no ( )

Please Indicate oroer of priority: First priority mark «1; second priority mark <2;
third priority mark #J, etc. If you are opposed to any item mark no, note
additional caments on back of ballot.

() Increase retirement compensation to 2VJ for each year of credited service.

() All state employees become eligible for retirement after 20 years credited servic

() Equal benefits for occupatlonel/non.occupational death t disability.
() Increase death | disability benefits to SOI of monthly earnings.
() Extend death i disability banaflts to amployees who laavt state servlet.

() Provide death and disability insurance for temporary amployees.
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ALASKA PUBLIC EMPLOYED ASJOCIATION
1)0 Se«ward StrH*, iuita SOI
Junaau, Alaska WOOI



Being the reprcsmtetlve of the lergest group of tUtr employees. APfA hes
over the yeers received consldereble Input from these employees tnd others
enpressing their desire to withdrew from the Socle! Security system. With this
Inalnd. APtA negotietors entered Into en egreement with the Stete of Aleske
to jointly conduct « Study o determine the deslreebtlity of termlnettng per-
tldpetlon In the Socle! Security system for employees of the Stete of Aleske.
the result of this egreement Is the report tapered by Wlltlem H. Mercer, end
s referred to hereefter et the Mercer Report.

The federel lew which estebltshes the Soclel Security system provides thet e
public employer mey withdrew from the Soclel Security system efUr twe peers
edven'e notlfleetlon of withdrewe! is given. The Stete ef Aleske geve such
notlftcetlon In December, 1*75 end. unless the Stele edvlses the Soclel Security
Adetfilstretlon otherwise, the employees of the Stete of Aleske will not mete
contributions to thet system efter Detevber, 197/.

This report Is not Intended to be en In-depth study of the Soclel Security system
but. rether, to mek« recommndetions besed ui the Mercer Meport, e r port preperrd
by the professlonel steff ef APIA, Informe'ten punished by the Soclel Security
Admlnlstretlon, the Public (mployees Retirement System, the U.S. Smote Subcommittee
on Aging, end other tnformetlon tethered concert.log other public employers mho

heve withdrewn from the Sudel Security system. Mere Inportenlly, however, this
reeort elso conteins e bellet which gives the employees ef the Stete ef Aleske

whet mey very well be e unce-Ine-lifetime opportunity te e.prets their went.



and need* concerning their future security end retirement,

The InforiMtlon collected fro* this ballot will be u*ed, as much a* Is practical,

to fomjlate a list of priorities for the purpose of dra'ting legislation that

will effectual thoseerlorltles. APEA's main lobbying effort during the 1977
session of the legislature will be the passage of this legislation. If the employees
of the State of Alaska actually do optout of the Social Security system, assuming
that they vote to withdraw, the benefit they may derive from that action will depend
greatly on the success o= failure of this legislation.



FORBWORD

Why do to many employees want to withdraw from the Soclel Security system?

A recent survey conducted by APEA showed thet 2/i of the epproalmately JS00
employees no responded to thet s vey wented to "opt-out" of Soclel Security.
Why Is this? is the svttem reelly the bed? There Is no question thet some
employees went t> opt-out beceuse they think thet the system is "going broke."
Others went to o, t-out beceuse they think thet efter they heve estebllshed their
A0 querter eligibility they will be eligible for the neaimum benefits provided by
Soclel Security; for those employees there 1S no point to pouring more money Into
the system since they think they will not get eny more out of It.

Roth of these groups of employees ere misteken. In the fint piece, the system
ten -ever go broke. It H, quite Itterelly, es stiong es the U.S. Government
Itself. Or, to put It enother wey. It Is es Strong es the government's ebllUy
to collect teset. Whet this re.ns is thet the government will simply reHe
Soclel Security teees whenever the system needs sore money to fund the progress
It provides. At for the second group of rmpl-iyeet who think they need only *40
quertert In," this repurt should clerlfy many of their misconceptions. Hrwver,
It Is safe to assume thet the majority of employees who went tg opt-out of Social
Security do so because they feel they would receive greater benefits at retire-
ment 1f the mongy thet both they end the State ere pr sently contributing to
Social Security was Invested, Instead, in the Public employees Retirement System.

There It no question thet Serial Security teaes are certain to Increase drama-
tically tn the future now that the tesabla wage best It l.ed to the Cenitmmr Price



Index. The tax ‘currently 5.851) on the taxable wage base It alto certain to
Increate. Although benefit! are alto tied to the Consumer Price Index, what
theie benefltt will coif In the way of Social Security taxes to Individual!
cannot now be accurately predicted. With this "double Indexing" of the Social
Security benefit formula, some actuaries have projected Social Security benefit
costs under the current system will reach as high as 30X to SOX of taxable pay
In the years 2020 to 2050. That Is, for many of us, eight to twelve times what
We are now paying. Mr. AM. Robertson, Chief Actuary of the Social Security
Administration, in a speech he gave In October, 1975, said that, ‘Based on
current projections of Income to the Social Security system and benefit payouts,
the current Social Security tax rates are Insufficient to the extent that the
Social Security Trull Fund could be depleted by 1982."

TVC NAXIMLM BCNCHT PAYABIC TO AN INOIVIOUAI WHO RC.RCO AT ACC 65 IN 1976 WAS
SIM PCR MONTH  TMC SPOUSC OP THAT  INDIVIOUAI WOUID R JtIVC 50X Of THAT BUffIT,
ALS0 AT A 65.

It It difficult to Imagine how anyone could live on this e*«unt of money today.
Nevertheless, many do, although 1t It comxon knowledge that the standard of
living among retired persons, living entirely on Social Security, Is one of the
lowest In the United States. The monthly check from Social Security is barely
enough to provide shelter for these Individuals, let alone fuoJ or any luxuries.
So It If little wonder many of them end up living out thetr lives In some old-aoe
home or turning their Social Security checks over to some other Institution so
the/ can survive. It It a national disgrace that we, a nation of Incredl’ >
wealth, systematically do this to our permit and grandparents. Perhaps, >an*
doutly or subconsciously, this It why many people want to get out of Social



Security. As most workers ere unable to accumulate enough wealth during their
working years to enable them to maintain their standard of living after retire-
awnt, It would be prudent Indeed for any worker to take advantage of an opportunity
that will assist him in providing security for his retirement.

Such an opportunity 1s now at hand. If the employees of the State of Alaska
withdraw from the Social Security system and, if the money that both the employees
and the State trc now paying Into Social Security is reinvested In the Public
Employe's Retirement system, retirement benefits from P.E.R.S. can be substantially
improved.

AV EVPLOYEE WHD RETIRED fROH STATE SERVICE ATTCR 30 YEARS WOULD RECEIVE 75X Of
THE AVERAGE Of HIS THREE HIGH YEARS' EARNINGS If THE BENEFIT FORMULA WERE IN-
CREASED TO 2-1/21. AN EMPLOYEE WHD RETIRED AFTER 20 YEARS' SERVICE WOULD
RECEIVE SOS.

What may be even more Important, especially to young employees, Is that under
the P.ER.S. they are eligible for a pension while they are still relatively
young. An Increased benefit formula could provide the means for these employees
to advance their education or to pursue other careers. In any case. It would
provide any career employee a benefit » ..h would allow him to retire with the
confidence of knowing that hit future 1s secure.
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Me do not get a realist*: picture of what retirement benefits are worth If we
corpare future Social Security benefits with future P.ER.S. benefits. The
ntenbers that these kind of projections produce are so inflated, few are able

t< recogniae their relative value. Nevertheless, because the Mercer Report
contains a table (sec page 10 of this report) showing 'estimated future monthly
Social Security retirement benefits at age 65% it is necessary when considering
withdrawal from Social Security, that employees be able to make a comparison
between thne benefits and what benefits they could receive from the P.ER.S.

in the future In the event of withdrawal from Social Security.

With this in rind, the Comsittee has included in this report a table (shown on
page 7 ) showlrg estimated future monthly P.E.R.S. retirement benefits at age 55.

However, it must be noted that these benefits are based on a ?-1/2X bent » formula,
(the present benefit formula is 7S) and that these benefits would apply only to
thos "hypothetical employees’ listed in the two coltmwis to the left of the table.
Also, it should be noted that these benefits are hased on the assumption that
salaries will increase at the annual rate of 61. The 67 figure was used to
parallel the assumption made In the Mercer Report, i.e. that future increases

in the taiable wage bate would be at the annual rate of 6*. (As eiplalned else*
where in this report the tar le wage base it the maiimw* amount of annual
earnings subject to Social Security tea. Mwmuch that amount will be increased
1s determined by the average increase In wages of workers from one year to the
Mil.)



EXPIAHATIOH OF FUTURE RETIREVENT BENEFITS

When first examining the table showing "Estimated Future Monthly P.ER.S.
Retirement benefits at Age 55", most people find It difficult to accept the fact
that these numbers rcprese- a realistic projection of what it will cost for
employees who retire in the future to maintain the same level of retirement
benefits as employees who are retiring now. Although these numbers are based

on an increased benefit formula, it must be emphasized that most workers who
receive these benefits in the future will not be eligible to receive Social
Security benefits b.sed nn state service. That Is, of course, assuming that

the State of Alaska withdraws from the Social Security system. It must also be
noted that the ¢ st of providing the increased benefit formula will be paid for
with the money that is presently going into the Social Security system, and will
not he an additional cost to either the employees or the State of Alaska. In
view Of the fact that neither the employees or the Sate of Alaska have any control
over what future Social Security costs will be, w'thdrawal from that 'ystem should
result in a savings to both the employees and employer.

When examining future retirement benefits of the P.E.R.S., It may be useful to
show what those benefits are worth in 1977 dollars. Page 6 of this report shows
estimated monthly P.E.R.S. retirement benefits at age $5, with a 2-1/2X benefit
formula, for employees who are eligible for retirement now. It can be astumrd
that these benefits have a relative value equal to te future P.E.R.S. benefits
shown on page 7.



EIM\AEDD AN KR PERS FEIFRRET SINEIT

AT ACE 55 WITH 2-1/2X BEfIEFIT ECRI'JIA

t Il PERS. EiL PERS. il PERS it PERS
etirement Retirement etirement Retirement
enefit 3|3ee|t 3eeflt enefit

m gvelrggeyr' avelrggeyr’ avelrggeyr' ave}ggeyr'
ﬂ‘n $15.300/vr 370.000/yr 325.000/yr 330.000/yr
S
10

1159.38 3208.33 3260.42 3312.50
5316.75 3416.67 5520.83 3626.00
IS 3478.13 3625.00 5781.25 3937.50
20 3637.50 3833.3] 31041.67 31250.00
25 3796.88 31C41.67 31302.08 51562.50
0 3966.25 31250.00 31562.50 31875.00
Attumptloni:

(1) 2-1/2X benefit formula *** 3 high year average
(2) tmployec doe* not elect lurvlvor option



ESTIMATED EUTIRE KQMTHIV P.E.R.S. RETIRCKENT BENEFIT

Est, PERS.
Retrrem nt

o

$328.77
$879.94
$1766.33
$3151.67
$5272.06
$8466.25

ATAGE 55
u
L
%?'g EgérreFr)nEni{ s Eg%rreﬁngnﬁ >
be Wi ol
5 $201.21 $263.02
10 T5J8.52 $703.95
15 $1081.00 $1413.07
2 $1928.82 $2521.33
25 $3226.50 $4217.65
0 $5181.5 *6773.00
Assumption*;
(1) ruturc salary Increases at annuel rite of 6X.
(2) 2-1/7X benefit formula *X* ) high year average
(1) Imployee becomes ege 85 while In stete service.
(4) Imployee does not elect survivor option.
Note:

When compering P.t.R.S. retirement benefits to those of SocUl Security,

[t Should be noted:

Eetrrem nt

Current salary
$J0.C00/yr

$394.52
$1055.93
$2119.60
$3782.00
$6326.47
$10,159.50

1982
1987
1992
1997
2002
2007

(1) Ihet full Socle) Security retirement benefits do not begin until ege 55.
(2) Thet most employees willreceive e Social Security retirementbenefit

at age 65at some level,

in addition to the

"(.U.S. benefit.

(1) That Social Security benefits are not subject to federal tee.
(4) Thet P.t.R.S. benefits ere not subject to state end local teses In AlaUa.
(t) That P.ERR.S. benefits are not Subject to federal Us until after

retirement benefits paid U an individual eiceed the individual's



(5) contributions to the P.ERR.S. system.

(6) That many employees will be In higher salary ranges before retirement
aoc because of promotions.

(7) Employeeswho retire at age 55 under P.E.R.S. will receive payments
from that system for 10 years (170 months) before Social Security
benefits begin. That Is, for employees with 30 years™ service whose
current salary Is 515,300: 55181.35 a 170 months m5671,767.00 before
Social Security benefits begin, for employees whose current salary Is
530,000: 510,159.50 x 170 months « 51,719,140.00 hefore Social Security
benefits begin. Mith a 4S annua) cost of living adjustment, these
10 year totals would be Increased by 148t. An employee whose current
age 1s 75 and who Is currently earning 515,300 annually, and who retires
from the P.ER.S. at age 55 at 55181.35 per month, would be receiving
57670 per month at age 65 If a 4t annual, post-retirement, cost of living
adjustment were In effer when he retired.

Included In this report Is a tole from the Hercer Report showing estimated monthly
Social Security retirement bene Its at age 65. Although It Is safe to assume that
the Social Security benefits shows p that table are correct, bat d on the assumptions
made, Itwould have been helpful If more Information had been provided concerning
Ass'/'ptton #5, la. *All workers remain eligible for Social Security benefit at

tone level.* for Instance: Line I, Current age 30, In the column showing ‘Estimated
Social Security Retirement Benefit — Termination from OASOI (5400, to ar. Individual/
5600 with spouse benefit).

The table shows that the worker terminated frvm Social Security at age 30. At
that time he could have had as many at 10 or 17 years In the Social Security
system vrfitle working for the state, He could tken have continued working for the

a



state, after termination from Social Security, for another 20 years and retired
under the P.ERR.S. at age 50. The question Is: did that employee then go to
work for en employer who was In the Social Security system? If lie did, he would
gain 15 more years of Social Security credits. The next logical question Is:
how many years did this worker contribute to the Social Security system and when,
during his career, did he make the contributions which entitled him to a 5400.00
retirement benefit?



WILLIAM M.
MERCER

B=s SN
Estimated Monthly Social Security Retirement Benefit
At Age 65

Estim ted EStImflted Social Secu-  Soda! Security
%oua Securit ocla Secunt rity Retirg- Retlrement
Current fettlre eont Berte- etlremeprtnm%“eon E)S ene| Iﬁle#tousogt .
u&r}gn tljon In &AH Irom 0AYD ermination ~ Bene ?
30 $3.824 S 400/3600* 33.424 5 5.136
3 §2,793 $ 578/1867*  52.215 $ 3323
40 $ 1.968 S 595/1897* 51373 3 2.060
45 31423 S 545/1817* 5 878 31317
0 S 1.060 S 499/5748* 5 569 3 8%
_ with spouse's benefit
Assumptions

(1) future Increases In wage base at the annual rate of 6J.

(2) future Increases In the cost of living at the annual
rate of AS.

(3) Spouse 1s same age as worker.

(4) \t/)Vorker‘s earnings In all years equal or exceed the wage
ase

(5) All workers rwialn eligible for Social Security benefit
at some level.

T B LSl o, U e e g

& ecurity
etirement Ocncflt Tost™ pouse enef|t shoul

be used.



When considering withdraw*! from the Social Security system, the question of
portability Invariably arises. That Is, that benefit accrual 1s fully portable
for employees who go from one employer to another, so long as those employers
participate In the Social Security system. Whereas, under the P.E.R.S., when
employees leave state service benefit accrual stops, although they still may be
eligible to receive retirement and death benefits. It should be noted that,
currently under the P.E.R.S., any employee who leaves state service hefore
reaching retirement age and who has at least S years of credited service will
still be eligible for a retirement pension at age SO or SS if he has not with-
drawn his contributions from the system (i.e.* deferred, vested member). Mis
retirement benefit wt' be hased on his years of credited service.

It should also be noted that, should this same employee die hefore retirement

and after leaving state service, the surviving spouse may, at his or her dis-
cretion, receive either the lump jum death benefit or the  SOX Joint and su
option, based upon the deceased employee's credited service. In addition, any
person who IS receiving a retirement benefit from the P.E.R.S. Is also entitled

to major medical Insurance coverage. But they do not accrue credited

service when they leave state employment and they are not  eligible for anydis-
ability benefit after leaving stati service.

However, under the latest revisions In the P.E.R.S., the death and disability
benefits for employees who either die or become disabled while In state service
and whose death or disability resulted from occupational causes, are not. hased
on credited service. In the case of death, the surviving spouse will receive
*0X of the deceased employee's monthly earnings at the time of death, until such
tim«. If the d'ceased spouse had lived, he would have been eligible to retire.
At that time the surviving spouse will receive the normal retirement pension



based on the deceased employee's three Mgh-year earnings, with service credit
up to his retirement age, had he lived.

In the case of disability, the disabled employee also receives 40S of hi; current
monthly salary until he 1s eligible for retirement. AT that time, he recedes the
norsal retirement benefit based on his earnings at the time of disablement. The

period of disability constitutes credited service.

It Is the opinion of this committee that If the State of Alaska withdraws from
the Social Security system and If the reconmendatlons described elsewhere In
this report concerning death and disability benefits affecting employees who
leave state service are Implemented, employees who leave state service will have
adequate death and disability protection if they are not covered by Social
Security and until such time as they may be eligible to receive these benefits
from Social Security.

another area of concern fcr some people Is that *he Federal Government will
change the law which allows public employers to withdraw from Social Security
or they will use general fund revenues to support the benefits of the Social
Security system. The reason the Federal Government allows public etaployers a
chu ce In participating In Soda) Security Is due to the fact that It Is
questionable whether 1t Is constitutional for the Federal Government to force
public employers to belong. Even If the law Is changed. It Is doubtful whether
It weuld apply to public employers who had already withdrawn.

As to tie question of using general fund revenues to support Social Security
benefits, this Is quite possible. If this occurred after th* State of Alaska
withdrew from th* Social Security system, public rmployees would, In fact, be



paying for some Social Security benefits by virtue of the fact that they pay
federal taxes. If this were to happen, It Is fairly safe to assume that Congress
would, at the same time, make some benefits available to individuals who are

not In the system, especially when one considers that there are so many federal
employees, and they are not In the Social Security system.

As previously noted in this report, Social Security benefits are now tied to the
Consumer Price Index. This was done, of course, to prevent Inflation from re-
ducing the buying power of retired workers living on Soci-1 Security. Now that
this feature has b.en in effect for several years, there has been considerable
concern expressed In the U.V Congress about the cost of maintaining that pro-
vision. Thus, there Is sore possibility that Congress nigh' put a limit on how
much Social Security benefits will be Increased due to inflation.

The fact that there Is no automatic cost of living allow»nce built Into P.ER.S.
benefits after retirement must be considered In regard to withdrawal from Social
Security. It should be noted, however, that there Is a provision In the P.ER.S.
whereby the Coomlssloner of Administration may authorize a cost of living adjust-
ment for persons receiving benefits from the P.E.R.S., provided the financial
condition of the retirement fund car permit It.

There Is no question but that the cost of Social Security is going to Increase
substantially from now on, and It snould not have to be pointed out that both the
eeiploye* and the employer will pay the ccst. In the event of withdrawal from the
Social Security system, It would not be too optimistic to assume that any savings
to both tha employees and the State would be used to prov' r cost of living
adjustments to retired employees.



THE BOTTOH LINE

STRUCTURE OF THE SOCIAL SECURITY BENEFIT FORMULA

It 1s almost Impossible to read anything about the Social Security system which
doesn't express grave concern about the future of that system. There 1s no
question but that the basic cause of this concern Is the Social Security benefit
formula. For many years It has been apparent that retired workers living on
Social Security were one 0 the poorest classes of peopleln the United States.
These people living on "fixed Incomes* were going from bad to worse as each year
went by because of Increases In the cost of living. Finally, In 1972, Congress
revised the Social Security law and established an automatic cost of living
adjustment on Social Security retirement benefits by tying those benefits to the
Consuma-Price Index which reflects rises In the cost of living. At the same
time, they also tlid the taxable wage base to the benefit Increases; that Is,
whenever retirement benefits are raised due to Inflation, the ‘’sable wage base 1S
automatically Increased by the same percentage that the average wages of the
workers who are contributing to the system have Increased, since the last In-
crease In the taxable wage base.

Coincidentally, whenever the taxable wage base Increases, the "average monthly
wage* alto Increases and since the month'y benefits payable to an Individual at
retirement age Is determined from a "schedule* based on "the average monthly
wage*, ft also follows that as the average monthly wage Increases, retirement
benefits also Increase. This Is what Is meant by "double indexing” of the benefit
formula. That It, both the taxable wage base and the benefit are Indexed. Or to
put It another way, they are already scheduled.



However, net‘her the method of increasing the wage hase, or the amount that
retirement benefits are scheduled (Indexed) to Increase are Integrated into
any formula that will generate the revenue required to pay for these benefits.

Although the tar rate which Is currently 5.85X is scheduled to increase to
6.05X in 1978, 6.3UX in 1981, 6.45X in 196 and to 7.45X in 2011, the Social
Security Administration has stated that the tax rates are Insufficient to fund
the benefits.

Another concern is the fact that the taxable wage base Is Increasing at a greater
rate than are the wages of many of the workers who arc contributing to the system,
and that every year more and more workers are not earning the maximum wage subject
to Social Security tax.

Of course, 1f the tax rates increase as scheduled and double-indexing of the benefit
formula continues, the inequities which already exist In the system will be greatly
Increased. That is, that workers who earn the meximum wages subject to Social
Security taxes will be paying ior an even < eater share of the benefits paid to
workers who do not earn the maximum amount subject to Social Security tax. By
comparison, the retirement benefits paid to a worker under the P.ER.S. are
directly proportional to what that worker pays into the system.

In view of the fact that a worker may retire from the P.E.R.S. at early as age
SO, or even earlier in many catesi and
— because that worker will almost certainly return to work for an employer
who Is in the Social Security system; and
—because retirement benefits for career employees are substantially greater

IS.



from the P.E.R.S. end will be even more so If the henefit formule Is In-
creased to replace any retirement benefit that may be lost to state employees
after withdrawal from the Social Security system; and
— because short term staff employees would lose little, 1f any. Social
Security retirement benefit; and
-—hecause the Social Security retirement system contains numerous Inequities
which are discriminatory; and
— more Importantly, because the cost of Social Security 1s certain to Increase
at a greater rate than benefits will be Improved;
THIS COMMITTEE CAN fIMD HO REASCN OF SUFFICIENT CONCERN TO CAUSE STATE EMPLOYEES
TO VOTE AGAINST WTHDRAWAL FROM THE SOCIAL SEC'RITY SYSTEM.

16.



ARt CNIDA N GRERL

It Is recommended that the employees of the State of Alaska rots *yes" to
the question "Should the employees of the State of Alaska terminate their
participation In the Social Security system?", on the condition that the
State of Alaska contribute a sum of money to the Public Employees Retire-
ment System equal to, or greater than, the sum that the State is currently
contributing to the Social Security system on behalf of Its tmployecs.

Such money shall be used, as much as Is practical, to Improve and/or
replace those benefits which may be lost to employees because of their
non-partlclpatlor In the Social Security system, or as otherwise determined
by the tally of the Advisory Ballot companylng this report.

It Is also recooitended that the employees of the State contribute to the
Public Employees Retirement system at least part of the money they art
currently contributing to the Socla. Security system. Such amount shall

be ¢ termined, as much as 1s practical, by the tally of the Advisory Ballot.



IKIOtt-MmCH.HIST et CQNSIOCBCP BEFORE VOTING TQ WTHDRAW FROM
-TH.SOCW  SECURITY SYSTCH

SN ITS:  (A) RETIRENENT
(B) SURVIVORS' BENEFIT
(C) DEATH A DISABILITY BENEFITS
(0) NEDICAL BENEFIT

The following discussion describe! whjt benefit! ere provided by Soclel Security
end how withdrewel fro* th* Soclel Security tystem mey effect »tete employee!*
eligibility for these benefit). This discussion eho describe! whet benefit!
thew employee! mey be eligible to receive from the P.ER.S. Alto Included here
ere recerrendetlonv for Improvement end/or replecement of benefit! which mey
either be lott or decreesed for tome -mloyees beceuse of withdrewel from the
Soclel Security ty!lte*.

m &N M i

— The normel retirement ege for worLert covered by Soclel Security 1i 65 yeert.
A worker mey retire At *ge 67 with e penelty of 5/9 of IS for eech month thet
he retire! before hit 65th btrthdey.

«To b illy Insured* e worker mutt heve one ‘guerter of coverege" for eech
yeer efter 1950 (or, 1 leter, the yeer he reechet ege 21) or before the yeer
deeth occur* or, If eerller, the yeer he retched ege 62.



— The maximum number of "quarters of coverage" required Is 40. The minimum
number required Is 6. A quarter of coverage Is a calendar quarter In which
a worker has earned at least $50 In wages for employment covered under this law.

— The "taxable wage base* Is the maximum amount of annual earnings subject
to Soda) Security tax and used to calculate the average monthly wage. The
taxable wage base In 1976 was $15,300. The Social Security tax In 1976 was
S.85X x $15,300 « $895.

— The monthly retirement benefit payable to an individual at full retirement
age 1s determined from a “schedule” l.sed on the “average monthly wage."

— The "average monthly wage" Is the average wage subject to Social Security
mx earned by a worker over his career after 1950,

— The "Primary Insurance Amount" Is the monthly benefit payable to an individual
at full retirement age before application of any delayed retirement credit.
Such amount Is determined from a schedule based on the Average Monthly Wage.

This means that an employee’s earnings (up to the maximw* taxable wage)for each
year after 1950 or, If later, the year he reaches 21, up to the year he Is 61,

are totaled and hen divided by that number of years. (If an employee becomes 2L
years of age after 1950, that Is 4years until he becomes 62. It Is also 164
quarters of coverage: 41 » 4« 164.) There Is a provision In the law to drop

(ram this total the flae lowest earning years, which means that the average monthly
wage is based on 36 years of employment That may be Important, especially If,

In those years, the contribution to Social Security was $0. The result of all

the addition, subtraction and division Is (when the total It e’.ided by 12 months)
the "average monthly wage."

The aiaxtmum average monthly wage possible up to 1976 was $585. The maximum retire*
went benefit, payable to an Individual who retired before June 1976, art $364.



(I.e. primary Insurance amount) If the average monthly wage wes one-half of

the maximum possible (1/2 of $585) or approx”-atoly $293, the benefit from Social
Security would be $229. That It 782 of the average monthly wage, whereas $364, the
maximum benefit. 1s only 62X of $585. In this way, Social Security retirement
benefits are far more profitable for those workers who do not earn the maximum

am t subject to Social Security tax.

wires BENEFIT
A wlie or dependent husband of a retired worker receives 502 of the svouse's
benefit at age 65. A wife may receive this benefit at age 62, but her benefit
will be reduced by 25/36 of It for each month beforn she Is 65 years old that
the receives the benefit. Awife may receive her benefit at any age If she I
caring for a child entitled to a child's benefit. Paymc"ts cease when either
spouse dies, or when they are divorced after less than 20 yea.s of marriage, or
there 1Is no child entitled to a child's benefit and the wife Is under age 62.

CHILD'S BCNT
[very child of a worker who Is entitled to a retirement benefit will receive 502
of the worker's benefit until age 18, or age 22 If th child Is a full-time stu-
dent. Payments cease when the child either dies, Is married, or Is no longer a
student. If the child's benefit Is based on his being disabled, the benefit stops
the third month following the month he ceases to be disabled.

There 1s also a meximum limit that Social Security will pay to any family, .hav

limit Is approximately 1802 of the retirement benefit. For 1976 that figure was
1802 x $364 - $655.

2.



REDUCED BENEFITS BASED N EARNINGS

Social Security retlr-mnnt benefits ere reouced $1.00 for every $2.00 earned
In excess of $2760 In any year. However, benefits are not reduced In any
onth In which earnings are less than $230. The maximum earnings 1im<t is

.ubject to possible Increase *very year hased on Increases In the taxable
wage hase.

Income earned from stock dividends. Interest on savings, other pe. slons,
annuities, gain or loss from the sale of capltol assets, gifts or Inheritances,

or rental Income, unless you arc a real estate dealer, are not counted as earned
Income.



to simmtn
A worker needs at least six (6) quarters of toverage, but not acre then 40 quarters
of coverage, to be eligible for a Social Security retirement benefit. The
amount of that benefit Is determined bv the employee's "average monthly wage.*

Because the taxable wage base Is much greater during the worker's later years,
his average monthly wage will be higher If he earns quarters of coverage Just
before reaching aga 6S.

The. Social Security retirement benefit formula favors workers In the lowest
Income bracket; that Is, those workers get a higher return on their money than
do workers In higher Income brackets. The taxable wane base on which Social
Security contributions are based 1s currently SI1S,)00. By 19S0. based on
assumptions regarding wage Increases, I* 1s scheduled to climb to 121,(00.
There Is alto a bill under consideration by the U.S. House Social Security Sub-
committee which will further increas* the taxable wage base to S25.000 without
any guarantee that benerits will be raised proportionately. This trend will
have a greater Impact on Alaskans than on tartars In other states since wages
are higher here.

Many employees In state service are either already vested In Social Security
or will become vested In that system in ths future, regardless of Alaska's
withdrawal from the program, because a high percentage of state employees work
‘or the State for less than four years. However, some employees, because of
their long-term employment with the State ml Alaska after withdrawal from the
Social Security system, will lose soar Social Security retirement benefit.



This any happen to en employr. who 1t vetted In Social Security before the State
withdrew* from that »y*te« but who continue* In *tate employment for tome tie*
(pottlbly 10 or 20 year*) after withdrawal from Social Security, and who doe*
not contribute to Social Security after leaving ttate service.

If an employee retire* under P.E.R.S., the Social Security retirement benefit
that he would receive would be bated on the "average men'hly wage* he earned
while he wa* contributing to the Social Security tyttem. It follow*, then,

that thx* employee would receive a trailer Social Security retirement benefit at
age (S than he would have received had he remained In that tyttem until hit re-
tirement age. Thlt It true since the “"average monthly wage* would have been
higher If the employee had contributed to Social Security during hit highett-
earning year* of employment.

However, If that employee left state service at age <0 or SO or even SS year* of
age (regardless of whether he received a retirement benefit from P.E.R.S.), and
If he then went to work for an employer covered by the Social Security tyttem,
that worker would then ad quarters of coverage to hit Social Security earningt
which would Increase his average monthly wage. This It especially true at this
time because the taiable *i»c bite will normally be much higher during a worker's
later years of arployment. Consequently, an employee who leaves the Social
Security system and later retuint ta 1t My receive, on retirement, a benefit
only slightly reduced.

Alto, It must be pointed out that tingle worker* and Mrrled working Women pay
Into the Social Security system for retirement benefits they My never receive.



That 1», single workers pay for spouse and child her Us that they cannot
possibly collect because they are not married. Also, a married working woman
pays for full benefits but she can only receive 50t of her husband's benefit
unless he dies. At that time she receives her own, or his full benefit, which-
ever Is greater.

(A} BITIREHINT

t. P.tB.S.

Unlike the Social Secur -cvttem, the retirement benefit that an employee
receives from the Public Employees Retirement System 1s dl'ectly proportional
to what that employee pays Into the systesr State employees are currently
contributing four and one-quarter percent o' their earnings to the P.I.R.S.

An employee Is vested In this tyttemafter five yearsservice. Thebenefit
formula 1t: I | nimber of years of service | the average of three  consecu-
tive high year earnings.Normal retirement age after  vesting 1t SSyears,

with an option for retirement at age SO. An employeewho elects to retire
before hit SSth birthday will lose 1/7 of Il of his normal benefit for each
month that he rvtlret before his SSth birthday. That It to say, a St penalty
for tech year of eorly retirement. A so. It should be noted that any employee
may retire without penalty after 10 years of service regardless of age. eacept
that peace officers, ftramem. correctlamal officers, and fish and Came field
btoTegtsts and technician' nay retire after 70 yeers ef service without penalty,
regardless of ago.



It I* «Uo worth noting that teachers and other employees who are required to
hold a teaching certificate have their oan retirement system. Thu system Is
th* "Teachers Retirement System* and these employees may retire without penalty
after 20 years of service regardless of age.

employees who retire from state service under the P.ERR.S. may elect, at their
at their oan opMon, any one of three survivor options. Ordinarily, upon death
after retirement, there will be no continuing benefit for the spouse unless

the employee applies foi  JO days prior to retirement. Under each of thes?
options, normal retirement benefits are actuarlally reduced, with the spouse
continuing to receive payment after the employee's death In accordance with
the plan that 1s chosen.

An employee who retires and wants to provlle a continuing benefit to the
spouse In the event of Ms un death may elect:

A 761 joint and survivor option; or

B. SOt joint and survivor option; or

C. 66 and 7/31 last survivor option.
An employeewho elects either (A) or (6) above will haveMsnormalretirement
benefitactuarlally reduced based on the age of the spouse et thetime of the
employee's retirement. Upon the employee's death, the spouse will recatve
either 761 or 601 of his reduced pension (or life, whichever was chosan before

retirement.

An employee who elects (C) above will have his normal retirement reduced elso
but, upon the death of elthar employee or spouse, the survivor rete vs 66 and

7/1t of the reduced benefit for life.



The difference between (C) end either (A) or (B) It thet retirement benefits
under (A) end (B) will not chenge on the deeth of the spouse. However, under
option (C), either survivor receives 65 end 2/31 of the reduced benefit.

In selecting eny of these options, en employee should <eep two generel prin-
ciples Inalnd: (e) the lower the ege of the spouse e> the time the employee
retires, the greeter the reduction In the nornul retirement benefit; end (b)
the lower the continuing peyments to the spouse, the smeller the reduction will
be io normel retirement henefits.

Another option Is otto eveQOeble under the P.ER.S. celled the ‘level Income
option,* whereby employees who retire under the P.E.R.S. before they ere eligible
for Soclel Security retirement benefits, mey hove their P.ER.S. benefit In-
creesed until their Soclel Security benefit peyments begin. At thet point,

the P.E.R.S. benefit will be reduced proportlonetely. The result Is e more
“level Income* throughout the retirement yeers.

It should be noted thet eny employee who leeves stete service mey withdrew ell
of his contilbutlon plus Interest from the system. Of course, If he does this
he will not be eligible for eny benefits. Addltlonetly, there Is e provision
In the P.E.R.S. reguletlons whereby eny employee who leeves stete service end
wlthdrews his contributions My be rolnsteted In the system »* e liter dote
without penelty, 1f he peys beet his contributions pins Interest.

14.
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(S social sccuum survivors® benefit

1. OCATH BEWEFIT

A widow or dependent widower (wno received U least half of hit support from
hit wife) will receive at ape 65 100s of the ‘primary insurance amount* the
deceased spouse would have received at normal retirement ape had he lived.

The "urvivor may receive this benefit at ape 60 with a penalty reduction of
approximately 1/8 of 1* for each month that the survivor receives the benefit
before s*e or he attains ape 6°. This benefit stops when the turvivinp spouse
diet.

Awidow not entitled to a widow's benefit mey be entttlaJ to a mother's benefit.
(A widow must be at least 60 years old to receive a widow's benefit or SO years
of ape If disabled.) Amother's benefit I* payable to the widow 0:' a worker who
dies while fully insured (40 quarters of civerape) or currently insured (6
quartersof coverape inthe 13 quarters period endinp with the quarter In itch
the deathof the worker occurred) provided the widow 1s:

(a) no: married

(b) not entitled to widow's benefit

(c) hat In her carea child of her deceased

husband entitled to a child's benefit.

Awoman nee. not be ape 60 to qualify for a mother's benefit. The mother's
benefit it equ-1 to 3/4 of the "primary Insurance amount* the deceased spouse
would have received at normal retirement, had he lived. The mother's benefit
ceases when she diet or remarries, or becomes entitled to a widow's benefit, or
no longer hat a child who Is entitled to a child's benefit.



Social Security also provides a child's benefit for children under 18 years of
age or 22 years of age, If the child Is a student. Eligibility renu'rements
and benefits are similar to a mother's benefit. That (s the worker who dies
aust be fully or currently Insured.

Parents are also eligible for a Social Security benefit If they are dependent
(receive 1f2 of their support) on a worker who dies. For the parent to be
eligible, the worker who dies must be fully Insured.

In addition to the benefits already mentioned, S:>clal Security uayt a one-time
lump sum benefit of $256.00 to the widow or widower of a worker who dies while
fully or currently Insured.

KMtWW [IHIT OF FAMILY BEWSITS
lie total monthly benefit payaule to any family from Social Security Is epproxI*

mately 1801 of the primary Insurance amount.

(8) P.I.U.S. SUBVUO» MIdfIIS

MUM!

| an emplayte's death Is the result of nun-occupation*| causes, and If he

h< at least It*e years «( service, his beneficiary may e'rct a lump sum death
benefit ar the Ul Jntnt and survivor option, based on creslted service. If
death occurs, belore se ban one year of service, bts beneficiary will receive
artlud # Vis earnerlbtUlmm, pkua Interest.



LLHER HQC M BEHIHFIT (\oran petaioaEl CGasS)

After one year o* *ervice, but less than five years of service, an mployee's
beneficiary will receive $1000.00 plus $100.00 for ach year of service up to
the time of his death, plus the balance of his contributions to the fund.

SOt JOINT SURVIVOR OPTION (Non-occuoattpnal Cause)

After five years of service, an employee's beneficiary will receive 501 of:
2t X the average of his three high consecutive years' earnings X the nunber
of years service he had until the time of his death. Th.s amount Is subject
to actuarial reduction which Is bated on the aga of the beneficiary or bene-
flclarlet.

Additional death benefits are pa/able to beneficiaries of employees in the
P.ILU.S. who are covered by medical Insurance and/or collective bargaining
agreements.  In most cases, these benefits are limp sum payments.

P.t.P.S. OCATH BthtfIT 8CfOPt AfTIPtWtWT

If death Is a result of occupational causes In the performance of an employee's

duties while In state service, the surviving spouse will receive <01 of the

deceased employee’s monthly compensation at the time of death, until sich «' «,

If the deceased employee had lived, he would have been eligible to retire. At

that time the surviving spouse will receive the normal retirement pension based

on the deceased employee's ) high year earnings, with service credit up to his

f.lrement age, had he lived. If there Is no Surviving spouse, the pension will

be paid to surviving children who are under 19 years of age or 23 years of age

If full-time students. Payments cease when there Is no surviving spouse or child.
29,



To be eligible to receive eny death benefit from oclal Security, e widow must

be at least 60 years old unless she hasa child who Is entitled to achild's
benefit. Even then her deceased spouse oust here died while "fully”or "currently”
Insured.

In the event the State of Alaska withdraw; from the Social Security system,

the employees most likely to lose this benefit are employees who are not vested
under Social Security and v | die while 1In state service. These employees aav
often be young people who m?y very well have children. Unless these employees
have been (n state service for a considerable number of years, their benefit
under the P.ILA.S. would be less than what they could receive from Social Security
had they been covered by that tyttem. It Is assumed the employee dirt from non-
occupational causes.

»ECtmn&ATION:

It 1s recommended that should the State of Alaska withdraw from the Social Security
system, the following revision be made In the P.E.R.S.:

Ben.Mclarlet of ewployeet who have five years or more of credited service, who
die while in state service before retirement, and whose death result*, from non-
occupational causes, shall be provided the same d ath benefit as provided when
death is a result of occupational causes.

The above recwsaendatlons will certainly provide greater benefits to bene-
ficiaries of employees who die while In state service than are provided from
Social Security. This Is especially true when one considers that under Social
Security the surviving wlifa must be 68 years'old to gat a full benefit unless



she hts dependent children. Also, the husband will get nothing from Social
Security 1f his wrrking wife dies and he was net dependent on her while she
was alive.

Under the P.ER.S. a spouse will receive a pension regardless of his or her
age and whether or not he or she was dependent.

It should be noted that under P.E.R.S., if there 1S no surviving spouse, this
same pension will go to a surviving minor or minors (equally divided) until they
are age 19 or 23, If full time students.

(C) SOCIAI SECURITY (USABILITY BENEFIT

To be eligible to receive any disability benefit from Social Security an
Individual must be unable to engage In any substantial gainful activity by
reason of medically determined physical or mental 1mpelrmen which can be
expected to result In death, or has tasted, or can be expected to last, for

a continuous period of not less than 12 months. m addition, a worker must be
“fully Insured’, that 1s, have 40 quarters of coverage (ten years) and also
have had not less than 20 quarters of coverage (S years) during the ten years
prior to becoming disabled. Howcvor, special exceptions anply In the case of
Individuals who become disabled prior to age 31 and In the case of the blind.
Individuals who become disabled before age 24 need 6 quarters of coverage In the
13 quarter period ending with the quarter disability occurs. Individuals vho
become disabled between age 24 and age 33 negii credit for half tne period
between age 21 and the time disability occurs.

3L



Tha disability benefit payable from Social Security Is based on average earninrs
subject to Social Security tax after 1950 with provisions for excluding lowest
earning years hased on age. The monthly benefit 1s approximately equal to the
normal re'lrem-mt benefit computed as though the worker had attained retirement
age. Awcrker must wait 5 months before he receives any disability payment.

The wife or dependent husband of a disabled worker receives 501 of the spouse's
benefit at age 62. Awife may receive a SOS benefit at any age If she Is caring
for a child entitled to a child's benefit. Achild of a disabled worker Is en-
titled to a 501 benefit also. If he 1s under 18 years old or 23 years old, 1f he
Is a student.

Maximum family benefit Is approximately 1751 of the disabled worker's normal
retirement benefit.

(C) P.t.tt.S. DISABILITY BENEFIT

Eligibility:
If an employee Incurs a physical or mental condlt on which permanently pr.vents
him from satisfactorily performing the duties of his position, or any other

position for which he Is qualified by education and training and which is made
available by his employer, and if he is not eligible to retire:

hon-occupstlonal disability  (with 5 or more years credited service)
Benefit: 21 | (the average of the 3 consecutive high year earnings)
X number of veers credited service.
n.
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Occupational disability  (no minimum service requirement)
Benefit: 40* of current monthly earnings while disabled or until employee

Is eligible for a retirement benefit. Service credit granted
for entire period of occupational disability when computing
retirement benefit. Upon the death of a retired employee who
1s receiving or 1s entitled to receive an occupational disability
pension, a surviving spouse's pension equal to 401 of his average
monthly compensation shall be paid to the surviving spouse. If
there Is no surviving spouse, the survivor's pension shall be
paid In equal parts to his children who are under 19 ye r$ of
age or, If full-time s'udents, under 23 years of age. On the
date normal retirement would have occurred If the employee had
lived, monthly payments shall equal the monthly amount of the
normal retirement benefit to which the employee, had he lived
and continued his employment until his normal retirement date,
would have been entitled with an average monthly compenteMcu
ealsted at his death and the credited service to which he would
have been entitled.

It should be noted that under Social Security there 1t no distinction between

occupational and non-occupatlonal disability, but In order to receive any

benefit a worker must have 40 quarters of coverage (10 years) and half of this

rust be In the 10 years prior to becoming disabled. (Unless under 3) years of age.)

In otherwords, "fully Insured" employees 1In state service now, who are eligible
fora Social ~ Security disability benefit. If they become disabled, woild still
be eligible for that benefit for five years affer withdrawal from the Social
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RECOMVENDATION

It Is therefoie reconrended tnat, should the State of Alaska withdraw irora the
Social Security system, the following revision be made In P.ERR.S.:

Employees In state service who become disabled after completing 5 or more years
of credited service and when such dlIsibiHty has resulted from non-occupatlonal
causes shall be provided the same disability benefit as provided when disability
has resulted from occupational causes.

The most difficult situation that we have to deal with Is: Should the P.ER.S.
prev'de a death or disability benefit to survivors or dependents of individuals
v.to either die or become disabled after they leave state service but may not be
eligible for death or disability benefits from Social Security because of the
State's withdrawal from that system?

When answering this question, it should be remembered that even under Social
Security a worker must be both "fully" and “disability" Insured In order for
him or his deperjents to be eligible to receive any disability benefit. In the
case or (eath a worce- must be either "fully" er "currently" Insured, for his
dependents to be eligible for death benefits.

Nevertheless, there are undoubtedly some employees who are presently eligible
for Social Security death and disability benefits who will ~ te eligibility
for some of these benefits after they leave state service and after the State
has wtthdra-n from the Social Security system.

M.



For example, let us assume;

1. Aworker who Is fully Insuret' under Socla' Security leaves
state service and then dies. What benefits are lost?

(a) The widow or widower of a dependent worker will lose
no eligibility for retirement benefits at age 65 be-
cause of withdrawal from Social Security.

(b) The widow will still be eligible for a mother's or a rhlld's
benefit.

2. Aworker who is fully Insured under Social Security leave- state
service and then becomes disabled.

(a) The worker or his dependents will lose no disability benefits
1f the worker had 20 quarters of coverage during the 10-ycar
period prior to becoming disabled. That 1s to say, a fully
Insured worker Is still eligible for Social Security disability
benetlts for five years after he stops ccntrltution to that
system.

Sunmarlzlng the above examples, we find that the benefits lost to fully Insured

Individuals who leave state service after withdrawal from the Social Security

S'ttem depends on their "disability" Insured status. If these Individuals, after

leaving state service, go to work for an employer who Is In the Social Security

system, and 1f they had lost their "disability* Insured status by the time they

left state service, they would again be "disability" Insured under Social Security
*.



in 5 /ears if 3L years of age or older. If under age 31, they may he again
eligible in only 1-1/2 years depending on age.

Another question that must be considered is the problem of employees who leave
state service and are not covered by Social Security.

For instance: An employee enters state service after Alaska withdraws from
Social Security and never contributes anything to that system. There are two
major concerns regarding these employees:
1 Many of these employees who leave state service will have
dependents who need protection: and
2. What meaningful protection can the P.E.R.S. provide for these
employees that is fair and equitable, not only to those employees
who leave state service but to the r st who stay with the state.

RFCOHMENPATION

This Conroittce reconrocnds that in the event the State of Alaska withdraws from
Social Security system and, if the majority of emp.oyees, as indicated by the
tally of the Advisory Ballot accompanying this report, vote to provide death
and disability protection for employees who leave state service before retire-
ment, the following revisions be made in the P.E.R.S.:

When considering the following recoaroendattons it should be
remembered that employees in state service pay for these
benefits every month.

Employees who, after completing at least five years of credited service and
who then leave state service, shall remain eligible for death and disability’

benefits from the PE R.S. for a period not to exceed ten years from the
36.



effective date of their termination from stete service. The amount of death
or dfsab.'Htjr benefit shall be based on the employee’s earnings at the tire of
termination from state service.

Such eligibility shall be In effect only when  of the following requirements
are complied with:

1. The employse Is not eligible for retirement under P.ER.S.

2. The esipluyce or his beneficiaries must provide proof of
disability or death as required by the Division of Retirement.

3. The ewnloyee must leave his contributions In the P.r.R.S. when
he leaves state service.

4. The employee must make contributions to the P.F.R.S. on a monthly
basis ur to the time of his death or disability. The amount of
such contribution shall be determined by the Division of Retire*
ment. Such amount shall bo the cost of those benefits, determined
on an actuarial basts (i.e. the same amount that employees In
statu service will be required to pay, 1f the recoesnendatlon 1s
Implemented).

The employee may authorise the Division of Retirement to make
monthly deductions from his contributions being held In the
Retirement fund.

The employee shall refund to the P.E.R.S. those deductions with
Interest when he becomes eligible for retirement under the P.ER.S.

5. Benefits under this section cease under the same conditions

37.



affecting employees in state service.

[t is also recommended that the provision which presently exists in the P.ER.S.
(section 39.25.420) Insofar as it affects a deferred vested menber of the P.ER.S.,
he maintained. That is; if the -"eath of a deferred vested member occurs before
appointment to retirement and after completing a? least 5 yiars of credited
service, the surviving spouse may, at his or her discretion, receive either the
lump sum death benefit or the SOX joint and survivor option hased on credited
service to the date ol the employee*, termination from state service.

However, no employee may simultaneously receive a pension under more than one
section of the P.ER.S,

(0) SOCUI' SECURITY HfOICAI BENEFIT

The full level of Social Security hospital insurance benefits is available to
any individual who is age 65 end is rocel.Ing any retirement benefit from
Social Security. In addition, supplementary medical Insurance benefits are
available, on an elective basis, to any individual who Is eligible (or hospital
insurance. This means that any individual who is eligible for Social Security
retirtnent benefits at any level will lose no Social Security mcdtcal care
benefits because of withdrawal from the Social Security system. However, It
east be notet that Individuals who retire early are not eligible for Social
Security amdlc*1 benefits until they reach ago 66.

It 1s possible that seme witviduals who become disabled while eeiployed by the
late or after leaving state service may not be eligible for Social Security
M.



medical benefits. Medical benefits are provided for any Individual who Is under
age 65 and has received Social Security disability benefits for at least 2 years.
That 1s to say, the Individual must be both fully and currently insured.

RECOWENQATION

tt (s the opinion of this Committee that, should the recommendations given In
the previous section of this report aflctting employees who leave state service
be adopted, no other changes be made In the P.E.R.S. affecting these employees.

(0) P.ER.S. MEDICAL 9ENEHT

Employees who retire from state service receive the same medical coverage that
they received hefore retirement.

RECOVMVENDATION

As most employees will be eligible for Social Security medical benefits after
retirement based on either serv ce'wlth the state or service with other employers
and, because employees who retire from state service receive medical insurance
covcrane from the P.E.R.S., no changes are recommended In the P.E.R.S. affecting
employees who retire from state service.

temporary employees

Twporary employee* do not participate In the P.E.R.S. However, they do contrl*
bute to the Social Security system and thus, earn 'quarters of coverage* In

19.



that system. Nevertheless, because the turnover rate of these employees is ex-
tremely high. 1t Is not desirable to include them in the P.E.R.S. This would
Increase the administrativw burden of that system substi.s; ally. It Is, however,
desirable to provide some benefit coverage for these employees.

RECORWENOATION

This Committee recommends that, In the event the State of Alaska withdraws fm*
the Social Security system, the State of Alaska shall provide a lump sum de>th
benefit to beneficiaries of temporary employees who die while In state service.
The amount of such benefit shall be equal to one full year's salary computed as
though th-. mployee had worked 12 continuous months.

The State of Alaska shall also provide a disability benefit to temporary
employees who become disabled while In the employ of the state and when
such disability has resulted from occupational caus*s. The disability
benefit flvll be equal to *0t of the disabled employees' monthly salary
at the time disability occurs. Disability benefits begin the first month
followtng the month disability occurs. The last payment shall be for the
month In which: (1) The death of the disabled employee occurs; or (21 The
month in which the disabled employee recovers from disability; or ()) The
month 1n which the disabled employee ceases to be eligible for disability
benefits under the Social Security Act; or (4) The month the disabled
employee becomes ettqlble to receive a retirement pension from the P.ER.S.
(bated on prior service).
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6.G.U. LVALUATION QUL'STIONIJAIRE

jQ3 of the 5,187, or eleven (11) per cent, Alaska Public Em-
ployees Association members of the General Government Unit responded
to the ballots sent out in the 'Report to Alaska Public Employees on
Social Security Withdrawal." The following is a break down of those
returned G.G.U. membership ballots
1) Do you favor withdrawal frcm the Social
Security system.
A) 480 or 825 responded yes
B) 95 or 162 responded no®
C) 8 or 12 had no opinion
2) If you voted yes to the first question; is your
vote based on the condition that the money which
the State of Alaska and the employees of the State
of Alaska are contributing to Social Security be
used to improve the benefits of the Public Employees
Retirement System.
A) 415 or 712 responded yes
B) 63 or 102 responded ih)
C) 105 or 182 had iw opinion
3) Please indicate order of priority:
First priority mark /Il; second priority mark
#2; third priority mark #3, etc. If you
are opposed to any items mark no, write additional
comments on the back of the ballot.
A) Increase retirement compensation to 2 1/2 per-

cent for each year of credited service.



B) Equal benefits for occupational/non oc-
cupational death and disability.
C) Increase death and disability benefits to
50% of monthly earnings.
D) Ail state employees become eligible for retire-
ment after 20 years credited servicrt,
F) Extend death and disability benefits to
employees who leave state service.
F) Provide death and disability insurance
for temporary employees.
Generally, very little comment was received on the back of the Ad-
visory Ballots. Below is a cross section of the most stated comments.
1. 1 would prefer other alternatives to putting the monies
into our letirement fund. One of my alternatives would not
be to just receive the extra monies as cash on each monthly
paycheck.
2. | believe the 20 year retirement option is of vital im-
portance as older employees will lose a minimum of social
-ecurity income and younger employees will have an opportun-
ity to qualify for benefits.
3. 1 would like to.see retirement compensation increased to
3w for each year of credited service. 9dditiona|ly, retire-
ment compensation should be adjusted twioce annually to com-
pensate for changes in the Consumer Price Index (C.P.I.),
similar to Federal Civil Service. Also the number of years

necessary to qualify for vested rights should be reduced from

five (5) to two (2) years.



4. | feel an automatic cost of living allowance should be
-built into P.E.R.S. benefits after retirement, irregardless
of whether or not the State of Alaska withdraws from the
Social Security system. This should not be left to the

discretion of the Commissioner of Administration.



SUPERVISORY UNIT evaluation qucstionair- _

16b of the 816, or twenty (20) per cent, Alaska Public Employees
Association members of the Supervisory Unit responded to the ballots
sent out in the 'Report to Alaska Public, Employees on Social Security
Withdrawal." The following is a break down of those returned S.U.
membership ballots:
1) Do you favor withdrawal from the Social Security
System.
A) 147 or 097 respo.-ded yes®
B) 14 or 82 responded no
C) 4 or 2% had no opinion
2) If you voted yes to the first question;isyourvote
based on the condition that the moneywhich the State
of Alaska and the employees of the State of Alaska
are contributing to Social Security be used to improve
the benefits of the Public Employees Retirement System.
(P.E.R.S.)
A) 129 or T7BS responded yes
B)  16or 92 esponded no
C) 200r 12X  had no opinion
3) Please indicate order of priority: First priority
mark #1j second priority mark #2; third priority
mark f3, etr. If you are opposed to any item mark
no, note additioial cooments on back of ballot.
A) Increase retirement compensation to 2 1/22
for each year of credited service.

B) AIll state employees become eligible for



e retirement after 20 years credited service.
C) Equal benefits for occupational/non-occupational
death and disability.
D) Increase death and disability benefits to
SOX of monthly earnings.
E) Extend death and disability benefits to
employees who leave state services.
F) Provide death and disability insurance for
temporary employees.

Contrary to the General Government Unit, the Supervisory Unit
provides more comment on their Advisory Ballots. Below is a cross
section of their comments.

1) | believe that prior to unilaterally transferring Social
Security payments to P.E.R.S., a study should be conducted
to determine the wage percentage necessary to parallel
Social Security benefits.

2) Contributions now going to Social security should be used
to increase payments to P.E.R.S. - Dboth state and em—
ployee contributions should be increased in the future
by the amount Social Security contributions would have
increased. If, in the future, the P.E.R.S. fund improves
its position, benefits for retirees should be increased;
no decrease in contributions should be allowed the “etate
or employees.

3) 1 am currently (1976) putting 622 of the amount 1 am
putting into P.E.R.S. in F.1.C.A.. lu other words for
every one (1) dollar 1 put into P.E.R.S., 1 am also

putting $.62 in F.I.C.A. If the state is also cunt>1-
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6)

buting to F.1.C.A. at the same rate that I am (an assump—
tion), then 1 don"t sec how channeling alliof it to
P_.E.R.S. will only increase the benefit formula from 2%
to 2 1/2%. 1 th*nk we need more facts on this magic
number (2.5%) before we divert our investments to P.E.R.S.
I would like to see retirement based on 3% for each year
of credited service, with possible a 75% of top three
years ceiling. This should be affordable if we opt-out
of Social Security.

Being a Supervisor and concerned about v/hat the legis—
lature is attempting to do v/ith our Contract that was
executed, at least by the Supervisors, in good faith

leads me to believe that if we concur with the admin—
istration in dropping out of Social Security will we
derive any benefits fr%R this change? They could, as
they arc attempting to do with the Supervisors, give

lip service to encourage an agreement then the next session
revise it to our loss. Without and iron-clad irrevocable
agreement my opinion is to soy no. If they ag.ee to the
iron-clad bit 1°d be agreeable. How about a commitment
from the Administration before putting this to a vote.
Have sick leave not used, credited toward retirement at

the time of retirement.
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