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JAYS. HAUMOUD. GOVERNOR

DEPARTMENT OF ADMINISTRATION  poyen ¢

OFFICE OF THE COUAIISS/ONER JUNEAU, ALASKA 99811

465-2200

March 12, 1981

Honorable Bob Mulcahy
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Senator.Mulcahy:
Re: SB 60, 61, 62, 63, 114

As requested by your office, the following information is provided
pertaining to the bills listed above.

SENATE BILL 60: IT this bill becomes law, the State®"s contributions
to PERS and TRS will more than triple. Those systems are the most
lucrative in the nation. The necessity of further enhancing retirement
benefits that are already the highest in the nation by placing a monetary
burden on the State for distribution of public funds to a disproportionately
small group of its population is highly questionable. It is suggested
that the large benefits that our retirees now enjoy or our existing
employees can look forward to are in actuality a form of hedge against
inflation.

SENATE BILL 61: IT this bill passes, the cost tc the State 1in
FY 82 will be $15.8 million, and it will ;ost our political subdivisions
$13.5 million. We project this cost to increase by at least 10 percent
for each year thereafter. We question the need to increase benefits
that are already the highest in the nation and the disproportionate
distribution of public funds.

SENATE BILL 62: The minimal 1increase in retirement benefits
that a small number of employees will receive as a result of credit for
unused medical leave is outweighed by the cost to implement and maintain
such a program. Only 30 percent of PERS employees will actually retire;
and of that number, a small percentage will actually take advantage of
such a provision. In most cases, their actual increase in benefits
would be minuscule. Cost aside, as a matter of public policy we object
to 3ny proposal to credit unused sick leave for retirement purposes.
Such a provision will not realistically serve as an inducement to not
take sick leave. It would serve to “fevardl those employees who are
already quite properly not using sick leave unless it is actually necessary.
Wt do not believe it will resolve any problem that may now exist with
unwarranted absences.
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SENATE BILL 63: The stated purpose of the Public Employees*®
Retirement System per AS 39.35.010 is ™. . . to encourage qualified
personnel to enter and remain in the service of the Scate or a politi
subdivision or public organization of the State. . . ." This bill
would offer a means ror employees to retire earlier than what is now
allowed under the law, which certainly is contrary to the stated purpose
of the system. Therefore, we are opposed.

SENATE BILL 114: This bill creates a level of management personnel
within the merit system but outside collective bargaining. The result
is to lessen the opportunity for conflicts of interp*-* resulting from
managers and subordinates belonging to the same Dargaining unit. Another
advantage is.to remove the potential for strikes against the State by
managers. The Department supports this bill.

I hope this provides the information you need. If you have further
questions, please call me or Judy Crondahl at 465-2277.

WRH/mj ¢
cc: Judy Crondahl, Director
Division of Administrative
Services

Paul B. Arnoldt, Director
Division of Retirement and
Benefits

Sandra Withers, Director
Division of Labor Relations
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SUMMARY SB 62 by Ray

SEC 1: . Terminated employee who is re-employed with in 3
years of termination, would be allowed to reinstate banked med-
ical leave.

SEC.2: (A). Employee, upon retirement, shall receive ret—

irement service credit for all accrued medical leave, at the same
rate of pay as his salary upon retirement. (B.) A vested employee
(5 years of service), upon termination for reasons other than ret—
irement, shall receive retirement service credit for all accrued

medical leave.

SEC.3: An employee, upon retirement, may elect to receive

retirement service credit for accrued medical leave.
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& 39.20.255

Effect of amendments. — The 1978
amendment substituted "personal leave’
for "annual leave" in the Tirst and second
sentences of subsection <ah o

The 1979 amendment, in subsectio i (ah
deleted "as a lump sum" following "shall
be allowed" in the first sentence, deleted
"lump-sum” precedmg "payment" in the
second sentence, and added the third

A laska Statutes

§ 39.20.255

sentence: in  subsection (o>, A

amendment ins' rted "balance of ;i»-
preceding "unused leave payment’ "

substituted "equal to the Ieave,pa%\ent*
for "equal to the compensation” in ™ first
sentence and added "which has been neu
tohim" to the end ofthe first sentence, er]
Insubsection ic), deleted “lump-n"a
preceding "payment.”

Sec. 39.20.255. Conversion of accrued annual leave to
personal leave. An officer or employee who has accrued annual leave
shall have that annual leave transferred to his personal leave account
(§ 8 ch 136 SLA 1978)

Sec. 39.20,256. Transferofaccrued medical leave, %a)An officer

‘or employee who has accrued medical leave shall have 40 per cet’ of

that medical leave transferred to his personal leave account and 60 per

cent of that medical leave transferred to a medical leave bank, Banked

medical leave may be taken only in accordance with this section.
tb) An officer or employee may not take any of his banked medical

leave unless

El; he has no accrued personal leave: and _ _

2) he has a medical disability exceeding 10 consecutive working

days in duration; or

(3) he has a medical disability exceeding 30 consecuti'.e working
days in duration. _ S

&:) Once the requirements oi <bLand id iofthis section have been met,
an officer or employee may take banked medical leave until the
medical disability is terminated or his banked medical leave is
exhausted. If an officer or employee qualifies for banked medical leave
under th)t3) of this section, his banked medical leave may be taken for
all working days of the medical disability following the 10th working
day of the disahility. . _ .

id) When leave is taken under (b)(1) and i) of this section, a
department or agency head may require a doctor's certificate showing
the disability. When leave is taken under (b)(3) of this secthn, the
gfficg_rl_or employee must submit a doctor's certificate sho\, mg the

isability.

te) The taking of leuve under this section shall be reduced by the
amount of wage continuation payments made under the Alaska
Workers' Compensation Act (AS 23.30". o

if) Upon an officer's or employee’s separation from state service, his
bunked medical leave shull be cancelled without puy. (S 8 ch 136 SLA

am SS 1 — 3ch 52 SLA 1979; urn § 60 ch 94 SLA 1980)

Effect of amendments. — The 1979
amendment, retroactive to duly 9.1978. in
subsection ‘bi, added "or" to”the end of
paragraph 2) and added paraftropli (.1t in

subsector (cl, inserted "and id™ ir. (hi
first rc.tence and uddcri the

sentence: and in  subsection ),
substituted "under (bltli and <2* (or
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Public O fficers a.Employees 8 39.35.360
TRIS section Wes

J "I=AS tt0.35.15G.
W Reinstatement 0f credited service, (a) An
r,.eives a refund of contributions in accordance with AS

-+ corresponding Service under this chapter.

e ma¥ reinstate credited service associated with a
. .virg the total amount of the refund. Interest will accrue
or (ifthe refund until repayment ofthe refund or retirement
I~ first. Payments will apply first to accrued interest

e mprincipal . C .

the dale of retirement, an employee has not paid in full the

reinstatement indebtedness, he may irrevocably elect

;11on one — to receive a refund of the principal paidon the

» it Indebtedness and forfeit the corresponding credited

o two — to cancel the outstanding indebtédness due

» Ul actuarial reduction to the retiremént benefit for life.

. SLA 1960: am >3 ch 235 SLA 1968: am $ 2 ch 81 SLA
. .inch 128 SLA 1977,

‘ i.f"iiLr}i&gd{ﬁlcSngm%nThe n

hi.33.360. Earlier service. ta) An employee employed before
. . 1980. whoroinplet  three years of credited service with the
m January 1 191 for” which the employee makes
....... inns required by this chapter isentitled to credited service for
n.aired» )before January 1,1961, as an employee ofthe state
w if Territory of Alaska:” <> before January 1, 1961, as an
_the v nitéd States ,?overnment in Alaska, excluding service
licec forces of the United States; or *3) after January ™, 1961
ue ul or correctional officer of a participating political
'l of the state if the emflo ee is vested and is an ".Ctive peace
mthe system as of July 1,1980. The retirement beta its payable
a(Joycé under this section shall he reduced b)r/]the amount of the
; — pension benefits, paid to him by the United States
“innt for the same period of service.

\n employee who is entitled ki credited service for employment
January ., 1961 is not required to make retroactive
dations under this chapter,

il llective until January 1, 19811An elected state official who
t" participate in the syStem under AS 39.35.125 is entitled to
 credit for service rendered to the state or territory before 1961

b ys contributions wit!' respect to all his service rendered to
IfierJanuary 1, 1961. an



Alaska Statites

(2) his service rendered to the state after January :, 1961, total,
three years or more.

~ Repealed by § 41 ch 146 SLA 1980. efTective January 1,181
id) Repealed by §2 ch 26 SLA 1974,

te) An employee of a detention facility provided by a lora!
government unit to_the territorial or state gzovernment under ac
3.30.060, who continues in state employmen uPon transfer of th
fa,c|||t¥ to the state, is entitled to credited service for his prior senice
with the facility if the_employee remains in continugus employment
with the state”until July .} 1976. To ubtain credited service fi
employee is required_to make retroactive contributions for the period
of service between January .. 1961 and the effective date of the
transit - of the facility to the state.

ifi A surviving spouse receiving or entitled fo receive a surviving
spouse’s pension” under AS 39.35.440 or_benefits under a joint al
survivor option filed under AS 39.35.450 is eligible for ‘increase
benefits'for any service credit authorized under ia» of this section, bt
not claimed or"authorized by law before the employee’s death.

igi An employee is eligible to receive up to 10 years of credited
service for service rendered before July 1, 1979, as a temporary
employee of the |egislature of the state or territory during legislative
sessions. To receive retroarU — 1:::a Service under this subsection,
an employee must claim the service before Jul}/ 1, 1980. When the
employee claims the service_an indebtedness. of the employee to the
system shall_be _stablished. The amount of this indebtedness is eouel
to. the contributions the employee would have made il Lt had ben
eligible for membership in the sk/stem. The rate used to calculate these
contributions may not be less than the rate in effect on January

961. Interest as prescribed by re?ulatjon accrues on this indebtecriess
beginning July 1, 1981). Any outstanding indebtedness which existsat
the time the émployee retires will re%uwe an actuarial adjustment to
%ﬂe bergehtsi,wmch are based upon retroactive credited service under

IS subsection.

\}hi, An employee of the state is eligible. to receive credited service at
pVovidid under”AS 39.35.300(h) forservice_rendered as a permanent
part-time employee before Januarty 1, 1976. To receive retroactive
credjted service under this subsecfion, the employee must claim the
service before July 1, 1981, When the employee claims retroactive
credited service, an indebtedness of the emBonee to the system shal
be established. The amount of this indebtedness is equal to the
contributions, the employee would have made i he had been eligible for
membership in ihe systém. The rate used to calculate the contributions
may not he less than' the rate in effect on January 1, 1901. Interests
prescribed by re%ulauon accrues on the indebtedness beginning July L
1981, Any outstanding indebtedness which exists at"the fime the
employee retires will require an actuarial adjustment to the benefits
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Public Officers and Employees

i § 39.35.370
- i,.i.va on retroactive credited service under this subsection.

<1 1360:ams 4 ch80 SLA 1964; am§s 5 Ch 1558LA

g ch2358LA 1968: am§1ch55 SLA 1073 am§? 2
S 1,2 ch 245 SLA 1976: am & 31 — 33 ¢h
Heh 174 SLA 1978: am §'3 ch 81 SLA 1979 am§10

' w %v\@ﬁllJ"reﬁ% 1900k,

XS A

o¢
tek4tif 4n * stbsection [asofthis  substi ufaed tredited Shvice” for “service
CUtA. y UP fl hastno elffect zlafter creds Jn e
» o lw . tince it applies only to  subsection
U cilved before th Ppat atey The 1978 amendment, among other
; ? this sectron agp arently  things, added subsection i
r Anr July 0, srnce The second 1979 amendment added
-Tut under thrs subsection  subsection (g).
*i.e J*in claimed by that date, Sections 31 and 32, ch. 146, SLA 1980
fx® «f amendments. — The 1976 rewrote subsection la) and added
uuonp other things, added  subsection (hi. Section 41 of ch. 146
e begrnnrn% “and heavy effective January 1, 1981, repealed
- Migrators" to the ep" f that  subsection <>
I arai aod'd subsection (< Editor's note. — Section 15, ch. 32
YT7_amendment, amon, ' am SLA 1979 provides that AS 39. 35 360
«Jotituted "credited 6en applies to a temPorarE employee of t e
m it hefore January 1 19a, o EIeventh Legislature, First Sessron oven
.C credit forprrorservrce and "tms  though he may not be an employee under
& 17 "hix system for the period of  the publrc emBonees retirement system
» vag credit’ In subection (b) and on July 1, 1979,

Article 6. Benefits.

».[>0oN Section
. Witirvmeni benefits 480 Cost-of-living allowance
5 ~ lvrpniled] , 485, Minimum benefit
t'rditiunal ~ service retirement 490. Designation otbenefrcrary
bnefits 495. Time limit foraDrorcatron
* Repealed] 500. Safeguard of employee funds held by
¥\ --biliary contribution benefit the srstem
++ My.-ccupational disability pensions  510. Voluntnry waiver of benefits
*  (»upationnl disability pensigns Adjustments
% yupiitional deoth benefits Waiver of adjustments

Limitation on use of credited service
as peace officer or fireman
Limit on pension
Medical benefits
Mrnrmum hengfit
Repealed]
ax exemption
547 mEffect of amendments

52

52

MU Ruronnl death benefit 52
it Deat after occupational disability

TN rt and survivor option 53

*I>e _survivor benefrts under 53

Irc Employees Retirement Act of Eﬁ

54

b veI income option
mhir farms of puyirvnt
*('retirement pension adjustment

StC 39.35.310. . . benefits. (8> A terminatedemp 'y
=lvfora normal retrrement benefit M at age 55 with at least five
»ar credited servrce or (- ) with at least .o yéars o cie ie
&eceo“rcehor ireman, or (3- with at léast 30 years of credited
or all other employees.
+ Aterminated employee is eligible lor an early letirement one
ace 50 With at least five years Credited service.

91
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JFYNOPSIS OF SENATE BILL NO. 62

SECTION 1

A terminated employee who is re-employed within three years
of termination, would be allowed to reinstate his/her banked
medical leave.

SECTION 2

Section (a) employee, upon retirement, shall receive re—
tirement service credit for all accrued medical leave, at

the same rate of pay as his salary upon retirement.

Section (b) A vested employee (5 years of service), upon ter—
mination for reasons other than retirementx shall receive re-
tirement service credit for all accrued ne%ical leave.
SECTION 3

An employee, upon retirement, may elect to receive retirement

service credit for accrued medical leave.
BACKGROUND MATERIAL

SECTION 1 applies only to those employees net represented by a
<~"llective bargaining agreement. A personal leaye systenm
covers these emnloyees. At the time of conversion from the
annual leave system to the personal leave system 60 percent of
the employee®s accrued medical leave was banked for his/her
use in the event of a serious 1illness. Banked medical leave
can only be used if the employee does not have accrued per-

sonal leave and he/sne has a medical disability exceeding 10



Senate Bill 2 (cont"d) m

consecutive working days or a r.edical disability exceed—

ing 30 consecutive working days.

SECTION 2 is a non-negotiable iten as -.he AG"s office

maintains that retirement is a non-negotiable item and

may only be addressed by the legislature.

APEA"s interest in this bill is a two-fcld one that would

prove beneficial to the state, as well as the employee:

1. Many employees retire with hundreds of hours of ac-—
crued medical leave left on the books to their credit.
It is manifest then that the employee has been con—
scientious 1in the usage of medical leave. When this
type of employee retires, he/she has garnered a work—
ing record of high productivity. It follows that
productivity would increase and absenteeism would de—
crease if all employees received retirement service
credit for accrued medical leave. Additionally, it
would certainly serve as a retirement incentive goal
to accrue as many medical leave hours as possible.

2. Under the present systen, there exists a real temp-—
tation for some employees close to retirement, to
abuse the use of medical leave. Passage of this
bill would eliminate all possibility of this even-—

tuality.
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