


R u . e s  C o m m i t t e e

TO: A l l  S e n a t o r s

F R O M :  S e n a t o r  K e l l y y V ?/ .

S e n a t e  R u l e s  ’

D A T E :  M a y  6, 1 9 8 1

RE: C S S B  1 2 1  ( R u l e s )

I

A t t a c h e d  i s  a s e c t i o n a l  a n a l y s i s  of C S S B  1 2 1  ( R u l e s ) ,  w h i c h  

is on t h e  S e n a t e  C a l e n d a r  f o r  t o m o r r o w ,  M a y  7.



f o r  n o rm a l re t i rem en t . U n d e r  p re sen t  law , such  an in d iv id u a l 
would b e  in a " C a tch -22 "  s itu a t ion  — d is ab led  and unab le  to w o r k ,  
b u t n eed ing  to w o rk  to  gain the n e c e s s a ry  c red it  to  q u a l i f y  f o r  
normal re t i rem en t and be ii g too o ld  to q u a l i f y  fo r  d is a b i l i t y .

S ec t ion s  11 and 53 would c o r re c t  d ra f t in g  e r r o r s  in AS 1 4 . 2 5 . 1 4 3 ( b )  a n d  AS 
3 9 . 3 5 . 4 7 5 ( b )  committed two y e a r s  ago. In  the ce i ling  fo rm u la  f o r  
pension ad ju s tm en ts , it changes "g re a te r "  to  " l e s s e r . "  Th is  is  no t 
a su b s ta n t iv e  change in the law since it has a lways been w ith in  he 
adm in is t ra to r 's  d isc re t ion  to  g ra n t  as small an in c re a se  as f i s c a l 
p ru d en ce  d ic ta te s .

S ec t ion s  12 and 25 would amend the  r e fu n d  p ro v is io n s  o f  the T R S  to c on fo rm  
with c u r r e n t  p ra c t ic e  and  allow f o r  the re fu n d in g  o f  in te re s t  p a id  
on an in d e b te d n t  .s .  "Member con tr ib u t ion  accoun t" is d e f in ed  to  
inc lude a l l  o f  the e th e r  accoun ts .

Sec t ion  15 wou ld  amend AS 1 4 . 2 5 . 1 6 0 ( b ) ( 1 )  to a g re e  with the  changes in
Sections 12 and 25 o f  th is  b i l l .

Sec t ion  16 w ou ld  e lim inate an ex is t ing  in eq u ity  by  amending AS
1 4 . 2 5 . 1 6 2 fb )  ( 1 )  to  a llow  a dependent ch i ld  to  in t e r r u p t  h is  
schoo ling  w ithout p e rm anen t ly  los ing h is  s u r v i v o r ' s  a l low ance 
p a y m e n t .

Sec t ion s  2 0 , 30, and  58 wou ld  con fo rm  the s ta tu tes  to the lo ng s tand ing  p r a c ­
tice o f  p ro v id in g  major medical in su ran ce  cove rage  to  spouses  and  
dependen t ch i ld re n  o f  r e t i r e e s ,  as well as re t i r e e s  them se lves in  the 
T R S ,  th e  PERS and the c o n t r ib u to ry  and n o n c o n t r ib u to ry  Ju d ic ia l 
Re tirem en t Sys tem s .

Section  21 adds the  a p p ro p r ia te  s ta tu to ry  re fe re n c e s  to AS 1 4 .2 5 .1 6 9  to  be
in agreemen* with the d e a th / s u r v i v o r  bene fi t  changes in Sec t ion s  4 , 
13-14 and  17*19 o f  th is  b i l l .  In add it ion , Section 21 p u ts  in to  law 
th ree  p re v io u s ly  u nw rit ten  p r in c ip le s  o f  eq u i ty  which have been  at 
the h ea r t  o f  the T R S  s ince its  incep tion : a teache r may not r e c e iv e  
1) d up lica te  T R S  c red it  t o r  the same p e r iod  o f s e rv ic e ;  2 )  m ore  
than one y ea r  o f  c red it  d u r in g  a school y e a r ;  o r  3 ) b ene f i ts  wh ile  
acc ru ing  se rv ic e  c red it  excep t as p ro v id ed  in AS 1 4 .2 5 .1 6 9 .

S ec t ions  22 and 56 amend AS 1 4 .2 5 .1 7 5 ( a )  and AS 3 9 . 3 5 . 5 2 2 ( a ) ,  r e s p e c t iv e ly ,
to e lim inate a r b i t r a r y ,  p o ten t ia l ly  de tr im en ta l requ irem en ts  wh ich  
must be met by  p e rson s  w ishing to appea l b e fo re  the T R S  o r  P ER S  
B oa rd .

S ec t ions  23 and 64 .vould c la r i f y  what is and is not inc luded  in r compensa - 
t ion" f o r  p u rp o se s  o f  re t i rem en t in the T R S  and  PERS . T h is  
language is cons is ten t with longstand ing  p ra c t ic e  and does not 
con s t i tu te  a change .

Section  24 e x p an d s  the de fin it ion  o f  "c red ited  se rv ic e "  to  inc lude " t e r r i ­
to r ia l emp loyment" as p ro v id e d  u nd e r  AS 1 4 .2 5 .1 0 5  which s h o u ld  
have been done in 1980 when AS 1 4 .2 5 . 105 was p a ssed .
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Section 26 d e f in e s  " t e r r i t o r i a l  employment" as i t  is u sed  in  Section  24 .
Section 27 exempts in su ra n c e  p rem iums paid  b y  the S ta te  f rom  the  tax

le v ied  u n d e r  AS 2 1 .0 9 .2 1 0 .  Th is  does not have a n y  u lt im ate  f isca l 
impact s ince the prem ium taxes  a re  passed  o n .  I t  w il l s e r v e  to 
in c rea se  competition among in su ran ce  c a r r i e r s .

Sections 2 8 ,  29 , 33 and  34 wou ld  add new sections to AS 2 2 .2 5  and  AS
2 6 .0 5 .  The s e c t io n s , which shou ld  have  been added when the
s ta tu te s  were amended b y  C hap te r  146, SLA  1980 , s e t  up
accoun ting  system s fo r  the Jud ic ia l Retirement System  and  the
A laska  Nationa l G ua rd  Re tirem en t System  which a re  now on  an 
a c tu a r ia l ly  fun ded  b a s is .  The  sections a re  modeled a f t e r  th e  one in 
p lace in the P E R S , AS 3 9 .3 5 . 1 0 0 .  T he  money in the  fu n d s  may be 
in ve s ted  in the same manner as money in the P E R S ,  AS 3 9 .3 5 . 1 1 0 .

Sections 31 and 32 would change the t it le  o f  the A laska Nationa l G u a rd  Re­
t irement System  to the A laska  Nationa l Gua rd  and  A la ska  Naval 
Militia Re t irem en t System .

Section 35 wou ld  c la r i f y  the d ire c t ion  in AS 39 .3 0  to th e  D epa rtm en t o f  
Adm in is t ra t ion  to inc lude  r e t i r e d  p e r s o n s  ir, the  g roup  in su ra n c e  
p ro g ram . ^.Also c la r i f ie s  AS 3 9 . 3 0 . 0 9 0 ( 9 )  in two re sp e c t s :  f i r s t ,
it d e le te r  the p ro v is io n  f o r  major medical in su ran c e  c o v e ra g e  f o r  
r e t i r e e s  since such  c ove rag e  is now p ro v id ed  e lsew he re ; s e c o n d , it 
p rov ides - that re t i re e s  u n d e r  age 65 may con tinue the l i fe  
in su ran ce  they  have in fo rc e  at the  time o f  te rm ination  o f  th e ir  
emp loyment.

Section 36 wou ld  c rea te  a g roup  in su rance  fu n d .  It is inc luded  at the 
u rg in g  o f  the S ta te 's  b ene f i t  c on su lta n ts . The  ex is tence  o f  a 
fu n d  will p ro v id e  the f le x ib i l i t y  needed  to negotia te  f o r  and 
p ro c u re  more fa v o ra b le  te rm s from  in su ran ce  compan ies . O u r 
c on su lta n ts  in fo rm  us tha t such added  f le x ib i l i t y  h a s  led  to 
sub s tan t ia )  sav in g s  in o th e r  sys tem s . Any s u rp lu s  in the fu n d  may 
be in v e s ted  by the Commissioner o f  R evenue  u n d e r  AS 3 9 .3 5 . 1 1 0 .

Section 37 accomplishes a b ad ly  needed re fo rm  o f  d is a b i l i ty  e va lu a t ion
p ro c e d u re s  bv c rea t ing  an e xp e r t  b o a rd  to eva lu a te  claims and  the 
c la imant's ab i l i ty  to p e r fo rm  o th e r  w o rk .

Section 38 rem oves o u td a te d , i r r e le v a n t  language from the  PF.RS 
s ta tu te s .

Sec t ions 39 and 40 would make m ino r changes in AS 3 9 .3 5 .  100. T h e  f i r s t  
change recogn ize s  that a c tu a r ia l ca lcu la t ions  and t r a n s f e r s  from 
in d iv id u a l re t irem en t accoun ts  to the re t irem ent r e s e rv e  accoun t can 
be accomplished more e f fe c t iv e ly  on ar. a g g reg a te , annua l b a s is .  
T h is  will not d e lay  the actua l payment o f b ene f i ts  to  r e t i r e e s .  
The second change a l loca tes  a p o r t ion  o f  the investment income to 
the r e s e rv e  accoun t . T h is  is con s id e red  a p p ro p r ia te  s ince a 
su b s tan t ia l p o r t io n  o f  the p r in c ip a l in v e s ted  comes from the  re s e rv e  
accoun t .



Sections 4 1 , 6 2 , 63 and 66 would amend the r e fu n d  p ro v is io n s  o f  the P E R S  to 
a llow f o r  the re fu n d in g  o f  in te re s t  paid on an in d eb te d n e s s .  In  
ad d i t io n ,  Section 41 would a lso  amend AS 3 9 . 3 5 . 2 0 0 ( b )  to  e lim inate a 
"C a tc h -2 2 "  s i tu a t io n . C u r r e n t l y ,  p e rs o n s  who te rm ina te  th e i r  
employment hav ing  less than  f iv e  y e a r s  c re d i te d  s e rv ic e  and less 
than  $ 1 ,0 0 0  in t h e i r  employee account must be g iven  a r e fu n d  o f  
re t i rem en t  con tr ib u t io n s  e ven  i f  th e y  in tend  to ret«* e la t e r ;  when 
th e y  do re t i r e  at a la te r  d a te , th e y  must re*- .y  th e  r e fu n d e d
c on t r ib u t io n s  with in te re s t .  T h is  p rop o sed  cha ge w ou ld  a llow  the 
emp loyee the op t ion  o f  le av in g  the  emp loyee c on t r ib u t io n s  in  the 
in d iv id u a l accoun t.

Section  42 w ou ld  en tit le  an add it iona l g ro u p  o f  s u r v iv in g  sp ou se s  t o  an
in c re a sed  bene fit based on the  deceased sp ou se 's  m i l i ta ry  si r v i c e .
C u r r e n t l y ,  s u r v iv in g  spouses  re c e iv in g  a m on th ly  b e n e f i t  f*-om the 
system  u nd e r  AS 39.35.440 o r  39.35.450 a re  e n t i t le d  to th is  
add it iona l b en e f i t .  H ow eve r , s u r v iv in g  spou se s  o f  members who die 
as a p rox im ate  r e s u l t  o f  an I n ju r y  sus ta ined  o r  a h a za rd  u nd e rg on e  
while on the jo b  (AS 39.35.430) a re  n o t .  Th is sec t ion  wou ld  
c o r re c t  th is o v e rs ig h t  and ex tend  the add it io n a l b e n e f i t  to  th is
g ro up  o f  s u rv iv in g  spouse s .

Section 43 w ou ld  amend AS  39.35.350(c) to b r in g  it in to  con fo rm ity  w ith  the
res t o f the ,PERS statutes r e g r rd in g  the m anne r o f d is c h a rg in g  an
indeb tedness .

Section 44 allows vested PERS members to rece ive  c re d it fo r th e ir
employment as a firem an w ith  a p a rt ic ip a t in g  po lit ica l s u b d iv is io n  
a fte r Ja n u a ry  1, 1961.

Section 45 c la r if ie s  AS 39.35.360(b) to ensu re  that pre-1961 se rv ic e
c red it is g ran ted  free o f charge  only to those employees who 
q u a lify  u n de r AS  39.35.360(a). T h is  is consistent w ith  c u r re n t  
p ra c tic e .

Section 46 c la r if ie s  AS 39.35.385 to e n su re  that the p ro v is io n  a llow ing
re instatem ent w ithout reemployment applies o n ly  to p a ra g ra p h s  (a)
and fb) and not to . fo r exam p le , p a ra g ra p h  I f )  w h ich  was added  
a fte r the fact. T h is  is not v iew ed as a subs tan t ive  change .

Section 47 w ou ld  amend Cond it iona l S e rv ice  Retirem ent B ene fits  to allow s 
member to use h is  TR S  sa la ry  if it is h ig h e r than h is PERS s a la ry .

Sections 48-50 wou ld  c la r ify  the entitlem ent to death bene fits  w hen  th e re  is 
no s u rv iv in g  spouse o r when a b e ne fic ia ry  o th e r than the spouse  
has been des igna ted . It w ou ld  p ro v id e  fo r  the bene fit to be pa id  
to the deceased member's des ignated  o e n e f ic ia ry . In  a d d it io n . 
Section 48 would change the bene fit re fe re nce  in AS 39.35.420(b) 
because the d esc rip t io n  o f the bene fit is now  found in  » bseetion
(c) o f the section i r  lead o f tn subsecticn (a). The  am ou rt o f the 
bene fit is not changed .

Section 51 w ou ld  conform  AS 39.35.440(b) to d .v is ton  p rac tic e . As the
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Section

Section

Section

Section

Section

Section

Section

Section
Section

Section

c u r r e n t  law re a d s ,  a s u rv iv in g  spouse  o f  a deceased , d isab led  
emp loyee is  en t it led  to a bene fit  equa l to  40 p e rc en t  o f  the 
deceden t 's  m on th ly  compensation . I t  was no t anyone 's  in ten t that 
the  s u r v iv in g  spouse rece ive  40 p e rc en t  o f  the r e la t i v e ly  low
d is a b i l i t y  b e n e f i t ;  i t  was in tended  tha t the s u rv i v in g  spouse
re c e iv e  40 p e rc en t  o f  the deceden t's  compensation b e fo re  the 
d is a b i l i t y .  The amendment c la r i f ie s  th is .  Section 51 wou ld  a lso
p ro v id e  f o r  the d ispos it ion  o f  death  b ene f i ts  in the  even t tha t a 
deceased member has no s u rv iv in g  spouse  o r  dependen t c h i ld re n ,  in 
which case a death b ene f i t  is  paid to the des ignated  b e n e f ic ia ry .
52 wou ld  c la r i f y  the adm in is tra t ion  o f  th e  le ve l income op tion  
u n d e r  AS 3 9 .3 5 .4 6 0 .  In  p ra c t ic e , it is n o t p o ss ib le  to p re d ic t  
e x a c t ly  the amount o f  the e ven tu a l socia l s e cu r i ty  bene fi t  o r  to
make the income p re c is e ly  le v e l .
54 rem oves ou tda ted  s ta tu to ry  r e fe re n c e s  from  AS 3 9 . 3 5 . 4 8 5 ( a )  and 
adds  a p p ro p r ia te  s ta tu to ry  r e fe re n c e s  to  b r ing  the  law into 
con fo rm ity  w ith c u r re n t  p ra c t ic e . Th is  is not viewed as a 
s u b s ta n t iv e  change .

U
%

55 updates incomplete statutory re fe rences ; the des igna tion  o f a 
b e n e fic ia ry  o r  bene fic ia rie s  Is app licab le  to a ll bene fits  
th ro u g h o u t the chap te r./57 pu ts  in to  law th ree  p re v io u s ly  u nw ritte n  p r in c ip le s  o f e qu ity  
w hich  ''have been at the heart o f the PERS since its  incep tion : an 
employee may not rece ive  1) dup lica te  PERS credi*. fo r  the same 
p e r io d  o f se rv ice ; 2) more than one y e a r  of c re d it d u r in g  a 
ca lenda r yea r;  o r 3) bene fits  while acc ru ing  se rv ice  c red it except 
as p ro v id e d  in  AS 39.35.530.
60 wou ld  delete from  AS 39.35.560 a d e fin it io n a l re fe rence  to 
"pub lic  o rg a n isa t io n ."  Tha t term is now de fined  in  Section 69 o f 
th is  b il l .  AS 39.35.680(39).
61 amends AS  39.35.615(a) to cod ify  the p ro c e du re  fo r  amendment o f 
p a rt ic ip a t io n  agreements w ith po litica l s u b d iv is io n s . Its  terms are 
consistent w ith  the op in io n  o f the A tto rn e y  Genera l th a t , since the 
o r ig in a l p a rt ic ip a t io n  agreement must be endo rsed  b y  the g o ve rn in g  
b od y  o f the po litica l s u b d iv is io n , amendments to it must also be 
a p p ro ve d  b y  that b o d y .
65 c la r if ie s  the de fin it io n  o f "ea rly  retirem ent" and  inc ludes  the 
a p p ro p r ia te  s ta tu to ry  re fe rences .
67 exc ludes EPORS members from  m em bersh ip in the PERS.
66 c la r if ie s  the d e fin it io n  o f "norm al retirem ent" and inc ludes  
the a p p ro p ria te  s ta tu to ry  re fe rences .
69  d e f in e s  " p u b lic  o rg a n is a t io n ."



—

C C n J& k * / ^  ̂  "  .

6 ~ UrtvSJ ^  * “^< <^ty'f ^ / ? J
Section H re p e a ls  obso le te  law s. ***  '
Section 1 \ p r o v i d e s  an effective date.

Prepared by the 0 1 v 1s 1 on of Retirement & Benefits
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SECTIONAL ANALYSIS OF CS FOR SENATE BILL 121 (RULES)

Sections

Sections

Section

Sections

Section

Section

Section

Section

1-3 would amend AS 14.25.020, 14.25.022, and 1 4 . 2 5 . 0 3 5  to state 

clearly the role of the Teachers' Retirement Board in t h e  a d o p t i o n  

and promulgation of regulations. The change ma k e s  t he r o l e  of the 

TRS Board in this area identical to that of the P u b l i c  Fmployees' 

Retirement Board. Under the existing language, t h e  s y s t e m  

a dministrator functions in this capacity w i t h o u t  a ny c l e a r  m a n d a t e  

that he consult the Board.
»

4, 13-14 and 17-19 would alter the d e a t h / s u r v i v o r  b e n efit

provisions of the TRS. Specifically, the s u p p l e m e n t a l  

contributions provision would be eliminated f o r  all t e a c h e r s  hired 

on or after Juty 1, 1982, open enrollment for the suppl e m e n t a l  

contributions provision wo u l d  be eliminated, a n d  e q u i t a b l e  

occupational and nonoccupational death benefits a n d  j o i n t  and 

survivor options, such as currently exist in the PERS, wo u l d  be 

created. The change works no impairment of a c c r u e d  r ights since 

it affects only those w ho first join the s y s t e m  on or a f t e r  Jul y  1, • 

1982. In addition, Section 19 creates a pro- c e d u r e  f or the 

designation of beneficiaries under the TRS w h i c h  is identical to 

that In the PERS. This should sub- stantially r eouce u n c e r t a i n t y  

as to entitlement in the event of the death of a member.

5 would amend the m anner of discharging indebtedness u n d e r  the TRS 

to bring it into conformity with the PERS.

6 and 59 would ensure that, in accordance w i t h  the A l a s k a  C o n­

stitution, accrued benefits under the TRS a n d  PERS m a y  not be 

diminished by claiming .'rvice credit.

7 would bring the statutes into conformity w i t h  c u r r e n t  practice. 

The sentence in question was inadvertently o m i t t e d  w h e n  the TRS 

statutes were amended by Chapter 13, SLA 1180.

8 corrects statutory references. These ••eferences s h o u l d  have 

been changed at the time the TRS statutes w e r e  a m e n d e d  by 
Chapter 13, SLA 1980.

9 would amend the provisions for Conditional S e r v i c e  R e t i r e m e n t  

Benefits to allow a member (1) to use his P E R S  i a l a r y  1f It is 

higher than his TRS salary, and (2) to figure his c o n d i tional 

service benefit based on all credited s e r vice r a t h e r  than j u s t  

me m b e r s h i p  service.

10 would amend AS 14.25.130(a) to streamline the d i s a b i l i t y  r e t i r e­

ment application procedure. It provides a d e f i n i t e  s t a r t i n g  point 

1n the procedure b" setting as the first step the t e r m i n a t i o n  of 

employment due to the d 1saL : 1 1 t y . Additionally, it resolves an 

e xisting inequity wherein a member has enough years of m e m b e r s h i p  

service to qualify for disability but is over 55 and doe s  not
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Sections

Sections

Section

Section

Sections

Section

Sections

Sections

Section

qualify for normal retirement. Under p r e s e n t  law, such an 

individual would be in a "Catch-22" .situation —  d i s a b l e d  and 

unable to work, but needing to work to gain the n e c e s s a r y  c r e d i t  to 

qualify for normal retirement and being too o l d  to q u a l i f y  f o r  

disability.

11 and 53 would correct drafting errors in AS 1 4 . 2 5 . 1 4 3 ( b )  and AS 

39.35.475(b) committed two years ?no. In i. - c e i l i n g  formula f o r  

pension adjustments, it changes 'Vr>ater" to "lesser." This is not 

a substantive change in the law since it has a l w . y s  been w i t h i n  the 

administrator's discretion to grant as small an i n c r e a s e  as fiscal 

prudence dictates.

12 and 25 would amend the refund provisions of the T R S  to c o n f o r m  

with current practice and allow for the r efunding of i n t e r e s t  paid 

on an indebtedness. "Member contribution a c c o u n t "  is d e f i n e d  to 

include all of the other accounts.

15 woild amend AS 14.25.160(b)(1) to agree w i t h  the c h a n g e s  in 

Sections 12 and 25 of this bill.

16 would eliminate an existing inequity by a m e n d i n g  AS 

14.25.162(b)(1) to allow a dependent child to i n t e r r u p t  his 

schooling without permanently losing his s u r v i v o r ' s  a l l o w a n c e  

payment.

20, 30, and 58 would conform the statutes to the l o n g s t a n d i n g  p r a c­

tice of providing major medical insurance c o v e r a g e  to s p o uses and 

dependent children of retirees, is well as retirees t h e m s e l v e s  in 

the TRS, the PERS and the contributory and n o n c o n t r i b u t o r y  Judicial 

Retirement Systems.

21 adds the appropriate statutory references to A S  1 4 .25.169 to be 

in agreement with the death/survivor benefit c h a n g e s  in S e c t i o n s  4, 

13-14 and 17-19 of this bill. In addition, S e c t i o n  21 puts into law 

three previously unwritten principles of e quity w h i c h  ha v e  been at 

the heart of the TRS since its inception: a t e a c h e r  may not r e c eive 

1) duplicate TRS credit for the same period of service; 2) m o r e  

than one ye a r  of credit during o school year; or 3) b e n e f i t s  w h i l e  

accruing service credit except as provided ir, AS 14.25.169.

22 and 56 amend AS 14.25.175(a) and AS 3 9 . 3 5.522(a), r e s p e c t i v e l y ,  

to eliminate arbitrary, potentially detrimental r e q u i r e m e n t s  w h i c h  

must be met by persons wishing to appeal b e f o r e  the TRS o r  PERS 

Board.

23 and 64 would clarify what Is and is not incl u d e d  in " c o m p e n s a­

tion" for purposes of retirement in the TRS and PERS. Th i s  

language is consistent with longstanding p r a c t i c e  a n d  does i.ot 

constitute a change.

24 expands the definition of "credited service" to include " t e r r i­

torial employment" as provided under AS 14.2 5 . 1 0 5  w h i c h  s h o u l d  

have been done in 1980 when AS 14.25.105 was passed.



Section

Section

26 defines "territorial employment" as it is used in S e c t i o n  24.

27 exempts insurance premiums paid by the S t a t e  f r o m  t h e  tax levied 

under AS 21.09.210. This does not have any u l t i m a t e  fiscal impact 

since the premium taxes are passed on. It w i l l  s e r v e  t o  increase 
competition among insurance carriers.

Sections 28, 29, 33 and 34 would add new sections to A S  22 . 2 5  a n d  AS 26.05.

The sections, which should have been added w h e n  the s t a t u t e s  were 

amended by Chapter 146, SLA 1980, set up a c c o u n t i n g  s y s t e m s  f o r  the 

Judicial Retirement System and the Alaska Natio n a l  G u a r d  R e t i r e m e n t  

System which are now on an actuarially f u n d e d  basis. T h e  sections 

are modeled after the one in place in the P E R S ,  AS 3 9 . 3 5 . 1 0 0 .  The 

money in the funds may be invested in the s a m e  m a n n e r  as m o n e y  in 

the PERS, AS 39.35.110.

Sections 31 and 32 would change the title of the A l a s k a  National G u a r d  R e­

tirement System to the Alaska National G u a r d  and A l a s k a  Naval
Militia Retirement fystem.

Section 35 would clarify th» direction in AS 39.30 to the D e p a r t m e n t  of 

Administration to in*lude retired persons in the g r o u p  i nsurance 

program. Also clarifies AS 39.30.090(9) in t wo resp e c t s :  first,

it deletes the provision for major medical i n s u r a n c e  c o v e r a g e  for 

retirees since such coverage is now provided e l s e w h e r e ;  s e c o n d ,  it 

provides that retirees under age 65 m a y  c o n t i n u e  t h e  life

insurance they have in force at the time of t e r m i n a t i o n  of their
employment.

Section 36 would create a group insurance fund. It is i n c l u d e d  at the

urging of the State's benefit consultants. T h e  e x i s t e n c e  of a fund 

will provide the flexibility needed to n e g o t i a t e  f o r  a n d  p r o c u r e  

more favorable terms from insurance c o m p anies. O u r  c o n s u l t a n t s  

inform us that such added flexibility has led to s u b s t antial 

savings in other systems. Any surplus in the fund m a y  b e  invested 

by the Commissioner of Revenue under AS 39. 3 5 . 1 1 0 .

Sect"-n 37 accomplishes a badly needed reform of d i s a b i l i t y  e v a l u a t i o n

procedures by creating an expert board to e v a l u a t e  c l a i m s  a n d  the 

claimant's ability to perform other work.

Section 38 removes outdated, Irrelevant language from the PERS stat u t e s .

Sections 39 and 40 would make minor changes in AS 3 9 . 3 5 . 1 0 0 .  The first

change recognizes that actuarial c a lculations and t r a n s f e r s  from 

individual retirement accounts to the ret i r e m e n t  r e s e r v e  a c c o u n t  

can be accomplished more effectively on an a g g r e g a t e ,  a n n u a l  basis. 

This will not delay the actual p a y m e n t  of b e n e f i t s  to 

retirees. The second change allocates a p o r t i o n  of t h e  inv e s t m e n t  

income to the reserve account. This is c o n s i d e r e d  a p p r o p r i a t e  

since a substantial portion of the principal I n v e i ' e d  c o m e s  from 

the reserve account.

/
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41 , 62, 63 and 66 would amend the refund p r o v i s i o n s  of t h e  PER S  to 

allow for the refunding of interest paid o n  an i n d e b t e d n e s s .  In 

addition, Section 41 would also amend AS 3 9 . 3 5 . 2 0 0 ( b )  t o  e l i m i n a t e  

a "Catch-22" situation. Currently, p e r sons who t e r m i n a t e  their 

employment having less than five years c r e d i t e d  s e r v i c e  a n d  less 

than $1,000 in their employee account must be given a r e f u n d  of 

retirement contributions even if they intend to retire l a t e r ;  when 

they do retire at a later date, they m u s t  repay t h e  r e f u n d e d  

contributions with interest. This proposed c h a n g e  w o u l d  a l l o w  the 

employee the option of leaving the employee c o n t r i b u t i o n s  in the 
individual account.

42 would entitle an additional group of s u r v i v i n g  s p o u s e s  to an 

increased benefit based on the deceased s p o u s e ' s  m i l i t a r y  service. 

Currently, surviving spouses receiving a m o n t h l y  b e n e f i t  f r o m  the 

system under AS 39.35.440 or 39.35.450 a r e  e n t i t l e d  to this 

additional benefit. However, surviving s p o u s e s  of m e m b e r s  w h o  die 

as a proximate result of an injury sustained o r  a h a z a r d  u n d e r g o n e  

while on the job (AS 39.35.430) are not. This s e c t i o n  w o u l d  

correct this oversight and extend the additional b e n e f i t  to this » 
group of surviving spouses.

43 would amend AS 39.35.350(c) to bring it i n t o  c o n f o r m i t y  w i t h  the 

rest of the PERS statutes regarding the m a n n e r  of d i s c h a r g i n g  an 

indebtedness.

44 allows vested PERS members to r e c e i v e  c r e d i t  f or their 

employment as a fireman with a participating pol i t i c a l  s u b d i v i s i o n  
after January 1, 1961.

45 clarifies AS 39.35.360(b) to ensure t h a t  p r e - 1 9 6 1  s e r v i c e  

credit is granted free of charge only to th o s e  e m p l o y e e s  w ho 

qualify under AS 39.35.360(a). This is c o n s i s t e n t  w i t h  c u r r e n t  
practice.

46 clarifies AS 39.35.385 to ensure that t h e  p r o v i s i o n  a l l o w i n g  

reinstatement without reemployment applies o n l y  to p a r a g r a p h s  (a) 

and (b) and not to, for example, paragraph (f) w h i c h  w a s  a d d e d  

after the fact. This is not viewed as a s u b s t a n t i v e  change.

47 would amend Conditional Service Retirement Benefits to a l l o w  a 

member to use his TRS salary if it is higher t h a n  his P E R S  salary.

48-50 would clarify the entitlement to death b e n e f i t s  w h e n  th e r e  is 

no surviving spouse or when a beneficiary o t h e r  than the s p o u s e  

has been designated. It would provide for t h e  b e n e f i t  t o  be paid 

to the deceased member's designated b e n e f i c i a r y .  In a d d i t i o n ,  

Section 48 would change the benefit r e f e r e n c e  in AS 3 9 . 3 5 . 4 2 0 ( b )  

because the description of the benefit is n o w  found in s u b s e c t i o n

(c) of the section instead of in subsection (a). The a m o u n t  o f  the 
benefit is not changed.

51 would conform AS 39.35.440(b) to division p r a c t i c e .  A s  the

-4-
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current law read , a surviving spouse of a d eceased, d i s a b l e d  

employee is entitled to a benefit equal to 40 p e r cent o f  the 

decedent's monthly compensation. It was not anyone's i n t e n t  that 

the surviving spouse receive 40 percent o f  the r e l a t i v e l y  low 

disability benefit; it was intended that the sur v i v i n g  spouse 

receive 40 percent of the decedent's c o m p e n s a t i o n  b e f o r e  the 

disability. The amendment clarifies this. S e c tion 51 w o u l d  also 

provide for the disposition of death benefits in the ev e n t  th a t  a 

deceased m e mber has no surviving spouse or d e p e n d e n t  c h i l d r e n ,  in 

which case a death benefit is paid to the d e s i g n a t e d  b e n e f i c i a r y .

52 would clarify the administration of the level income o p t i o n  

under AS 39.35.460. In practice, it is not possible to p r e d i c t  

exactly the amount of the eventual social s e c u r i t y  b e n e f i t  or to 

make the income precisely level.

54 removes outdated statutory references from AS 3 9 . 3 5 . 4 8 5 ( a )  and 

adds appropriate statutory references to b r i n g  t he l a w  into 

conformity with current practice. This is not v iewed as a 

substa tive change. »

55 updates incomplete statutory references; the d e s i g n a t i o n  of a 

beneficiary or beneficiaries is a p p l icable to all b e n e f i t s  
throughout the chapter.

57 puts into law three previously unwritten p r i n c i p l e s  of e q u i t y  

which have been at the heart of the PERS since its inception: an 

employee may not receive 1) duplicate PERS c r e d i t  for the same 

period of service; 2) more than one y e a r  of c r e d i t  d u r i n g  a 

calendar year; or J) benefits while accruing s e r v i c e  c r e d i t  e x c e p t  
as provided in AS 39.35.530.

60 would delete from AS 39.35.560 a definitional r e f e r e n c e  to 

"public o r g a n i z a t i o n . " That term is now d e f i n e d  in S e c t i o n  69 of 
this bill, AS 39.35.680(39).

61 amends AS 39.35.615(a) to codify the p r o c e d u r e  for a m e n d m e n t  of 

participation agreements with political subdivisions. Its terms are 

consistent with the opinion of the Attorney General that, since the 

original participation agreement must be e n d o r s e d  by the g o v e r n i n g  

body of the political subdivision, amendments to it m u s t  a l s o  be 

approved by that body.

65 clarifies the definition of "early retirement" and includes the 

a ppropriate statutory references.

67 excludes EP0RS members from membership in the PERS.

68 clarifies the definition of "normal r etirement" and Incl u d e s  

the appropriate statutory refere»ces.

69 defines "public organization."

-5-



Section 70 makes the 1976 repeal of AS 39.35.545 retroa c t i v e  to J u l y  1, 

1968, to allow members to draw a r e t irement b e n e f i t  a n d  a 
survivor benefit.)

Section 71 repeals obsolete laws.

Section 72 provides an effective date.
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