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SUMMARY S3 63 by Ray

SEC 1: Terminated employee, with at least 20 years special

credited service, is eligible for a normal retirement benefit.

SEC 2: An employee may contribute a percentage of compensation
to his employee contribution account towards a 20 year special credited
service retirement plan. The administrator will determine the percentage
to be contributed by the employee. The employee may terminate his
participation at any time and the amount contributed will be treated

as a voluntary contribution.

FISCAL IMPACT: $50,000 for the modification of a new data processing
system; One full-time employee (retirement benef."b technician) $28,339
annual pay with benefits; One 6 month(temporary) (retirement benefit

technician) at $11,436



DEFINITIONS FOR PERS:

CREDITED SERVICE: The number of years (including fractional) recog—

nized for computing retirement benefits.

DEFFERRLD VESTED SERVICE: An inactive member who meets the 5 year

credited service requirement to qualify for retirement benefits.

EARLY RETIREMENT; A member at least 50, with a minimum of 5 years

credited service.

EMPLOYEE CONTRIBUTION ACCOUNT: An account maintained to record man—
datory contributions of each employee, 1including interest and adjust—

ments to the Account.

EMPLOYEE SAVINGS ACCOUNT: An account maintained to record volun—

tary contributions of each employee including interest and adjustment.

INACTIVE MEMBER: Employee who 1is terminated and has not received
a refund contribution frcm the system, or layed off, or on leave

without pay and has not received a refund.

NON VESTED MEMBER; An active or 1inactive member whodoes not meet the

5 year credited service requirement to qualify for retirement benefits.

NORMAL RETIREMENT: Retirement for a member at least 55 years old with
a minimum fo 5 years credited service or a peace officerorfireman

any age with 20 or more years credited service.

PRESCRIBED RATE OF INTEREST; Rate of interest used for computing em—
ployee contributions; preparing actuarial tables used by the systenm,
and for crediting interest to employee contributions and savings accts.,

and for chafing interest on employee indebtedness accounts.

RETIRED MEMBER: An employee who is terminated who has not received
a refund from the system and is receiveing a benefit other than dis-
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IN THE SENATE BY RAY

SENATE 3ILL NO. 63
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act creating a 20-year retirement option for

BE

public employees."”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

*

Section 1. AS 39.35.370(a)_ 1is repealed and reenacted to read:

(3 A terminated employee 1is eligible for a normal retirement
benefit (1) at age 35 with at least five years credited service, or (2)
with at least 20 years of credited service as a peace: officer or fire—
man, or (3) with at least 2P years of special credited service, as.
provided in AS 39.35.355(c), or (A) with at least 30 years of credited
service for all other employees.

Sec. 2. AS 39.35 1is amended by adding a new section to read:

Njgoanri/TSec. 39.35.355. SPECIAL CREDITED SERVICE. €)) In addition to

other contributions under this chapter, an employee may contribute to
his employee contribution account a percentage of his compensation as
determined by the administrator 1in accordance with (b) oi this section.

(b) The administrator shall determine the percentagei of compensa-
tion required from all participating employees to fi.ianpe special
credited service retirement. The administrator may :ioL Increase the
required percentage of compensation without substantia™ actuarial
justification.

(c¢) Credited service for which additional contributions are made

under this section is special credited service. At the option of the
employee, credited service as a peace officer or fireman shall be

considered to be special credited service under this section.

-1- SB 63



(@) An employee may terminate his participation in special
credited service at any time. Upon his termination, the amounts con—

tributed for special credited service shall be treated as voluntary

contributions made under AS 39.35.180.__
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JAYS. HAMMOND, GOVERNOR

DEPARTMENT OF AD!WHVSSTRATION . .

OFFICE OF THE COMMISSIONER JUNEAU, ALASKA 99811

465-2200

March 12, 198.

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 PF.RS and tRS will more than triple. Those systems are the most
lucrative in the nation. The necersity 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 oir existing
employees can look forward to are in actuality a form of hedge against
inflation.

SENATE BILL 61: IfT tims bill passes, the cost to the State in
FY 82 will be $15.8 million, and it will cost 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 increase in retirement benefits
that a smal 1 nunibe 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 provi” on. In most cases, their actual increase in benefits
would be minuscule. Cost aside, as a matter of public policy we object
to any 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 "reward" those employees who are
already quite properly not using sick leave unless it is actually necessary.
We do not believe it will resolve any problem that may now exist with
unwarranted absences.



Honorable Bob Mulcahy
Page 2 March 12, 1981

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 State or a political
subdivision or public organization of the State. . . ." TL.s bill
would offer a means for employees to retire earlier than what is now
allowed under the law, which certainly 1is 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 interest resulting from
managers and subordinates belonging to the same bargaining 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.

WPH/mjc
cc: Judy Crondaul, Director
Division of Administrative
Services

Paul B. Arnoldt, Director
Division of Retirement and
Benefits

Sandra Withers, Director
Division of Labor Relations



Synopsis Senate Bill No. 63

Section 1
(3 A terminated employee 1is eligible for a normal
retirement benefit with at least 20 years of special

credited service. -

Section 2

An employee may contribute to his/her employee contribu—
tion account a percentage of his/her compensation towards
a 20-year special credited service retirement plan. The
administrator will determine the compensation percentage
to be contributed by the employee. The employee may ter—
minate his participation in .special credit service-at any
time and the amount contributed will be treated as a volun

tary contribution.

Background Material /

This provides the 30-year employee with an option of 20-
year retirement, under a special credited service™plan,
whereby he/she, in addition to regular retirement contri—
butions, may contribute to the special account, an amount

determined by the administrator.
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..a 0n retroactive credited service under this subsection.
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» sccupsMoiial disability pensions
-t Uicmil disability pensions
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af'ir occupational disability
o, e -irvilor OB'[IOI'\.
U-e _survivor benefits under
l’-'itge Employees Retirement Act of

"o w Lingj.iv option
r forms of payment
i'i -voretirement pension adjustment

substituted "credited ser-'ice" for ' str-fte
credit” in the first and second sentences cf
subsection_<t

The 1976 amendment, among other
things, added subsection 0.

The second 1979 amendment acute:
subsection |

Sections 3! and 32. ch 146. SLA 1960
rewrote  subsection ‘'al and  acred
subsection _ h. Section 4! of ch. 146,
effective  January 1, 1951, repealed
subsection ic _

Editor's note, — Section 15, ch. 52
SLA 1979 provides that AS 39.35 361 z
applies to a temporarx_em loyee of the
Eleventh Leg.-lature, First Session, evtr.
though he may not e ar. employee under
the_public emgloyee's retirement system
onJulv 1. 1979

Benefits.

Section

*|s'L Co«r-ofdiving allowance

4*5 Minimum benefit

499 Designation of beneficiary

495. Timé limit for Application

500. Safeguard ol employee funds held ty
the system _

510 Voluntary waiver of benefits

520 Adjustments

522 Waiver of adjustments ,

525 Limitat.cn on use of credited service
n« peat* officer or fireman

5V Litv.it or. pension

5.5, Medical benefits.

540" Minimum benefit

543 [[Repealed! _
ax exemption

547, Effect of amendment*,

£.- Yo * IVL.C.

. A s
m. 39.37.370. Retirement benefits, (a) Aterminated employee
«tor anormal retirement benefit «1» at age 55 with at least five
mucredited service, or 2i with at least 29 years, of credited service
| peace ciTircr or fireman, or <»with at Ieast pojyears of credited

*'lev lor ell other employees.

v seterminated employee is eligible for an early retirement benefit
«dv.th at least tive years Crectteu service.
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§ 39.35.345
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bi as amend,i by ch. 13. SLA

jdit.'a>A veiled employee
ich he reqularly rendered
but was T.c. qualified to
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pployee makes retroactive
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the full actuarial ccst of
aimed.
ection, an employee must
temporary service before
edate when the employee
iter When eligibility for
.an indebtedness shall be
Interest as prescribed by
erung July 1.1981, jr one
.mes vested, whichever is
mt the time an employee
 to the benefits payable

'9%0, is eligible to claim
.11 fin credited service
wMUst elect to do so ami
~fore July 1.19* . When
S U-L-n “established, an
rd in (a) of this section,
5 or, that Indebtedness
*htvane?? ex iting at the
requue  actu

the temporary servue

_ znainMay 1,0; be ey
j for normal or early

Public Officeks and Employees Ok U LY

, e« note. - This section was
“j.-edas AS 3935156

39.35.350. Reinstatement of credited service, & An
~sewhorareives a refund of contributions in accorcir.ce win. AS
-iub 200 forfeits corresponding service under this chapter,
* « \\n employee maY reinstate ciedited service associated with a
.. jIvrepaying the total amount of the refund. Interest will accrue
|-.t.ﬂ1e date ofthe refund until repayment ofthe refund or retirement,
«r.chirver occurs first. Payr nts will apply first to accrued interest
» th?n to ngmgal. _ .

It.cn the date of retirement, an employee hua nat paid in full the
*.cur.t Of his reinstatement indebtedness; he may irrevocably elect
Lincr il option one — to receive a refund of the principal paid on the
j-I ta'ement indebtedness and forfeit the corresponding credited
wir.icv.or <2i option two — to cancel the outstanding indebtédness due
V st tln% an actuarial reduction to the retirement benefit for !'fe.
| v, e 143 SLA 1960; am V3 ch 235 SLA 1968, am § 2 ch S SIA
15" .m § 30 ch 128 SLA 1977)

Jﬂtlaet of amend?ﬂ],ent. m The 517
nwy |g;n|rr8wlro,§e SIS. §e§ gon.

Nt, 39.35.360. Earlier service, ‘a) An employee employed before
JJ-uiry 1.1930, who completes three years of credited service with the
viip after January 1 1961, for” which the employee makes

v.tnbutions required by this chapter is entitled to credited service for
*1«irc rendered 1) before January 1.1961, asan emplo¥ee ufthe state
wl firmer Territory of Alaska; «2) before January 1 1961 as an
«I.Jiovivofthe United States_? jvernmer.t in Alaska, excluc, >yservice
-+ o armed forces of the United Slates: or (31 after Januai. 1. 1961
'+ | peace oificer or correct:.rutl officer of a participating_political
— <vision of the state if the e_mFloyee IS vested and is t . *ivv peace

:Ulthe system us of July i 1960, Treretirement b e fits payable
ur, employee under this sectir a she.ll be reduced % the am..-ur.t of sthe

""Ircnt “pension benefits paid to him by the United "States
t 'mmuiknt for the same period of service.

‘\nemployee who is entitled to credited service for employment
n January I, 1961 is not required to m  retr. active
ns under this chapter,

|Effective until January 1, 1981] An elected si .'e cfificiu! who
AU participate in the system under AS 39.35.12r  ratified to
credit for service rendered to the suite or terri: :v 1-fore 1961

'J" be payS contributions with respect to all his serv.ee r-r.. -r-d to
ater January 1, 1961 and
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Sec. 39.35.170. Employment contributions mandatory. Con..--
t-utions of employees shall be made by payroll deductions. Every
included employeé shall be considered to consent to payroll deductions.
It s of no consequence that a payroll deduction ‘may cause the
compensation paid in cash to an employee to be reduced below the
r.nirr.um requirer by law. Payment ot an employee's compensation
Im payroll deductions, is a full and complete discharge and
interaction of all claims and demands by the employee relating to
remuneration ofhis services during the period covered Dy the payment,
rn-t%t with respect ro the benefits provided under the system, 158 bch
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REQUEST A
Bill/Resolutio™.D.

Title
Requested by.

Senate Bill

FISCAL DETAIL
Agency Affected Administration

Program Category Affected

BRU, Program, or Subprogram(s) Affected
(Note: If more than one budget component is affected, separate line-item amounts and funding f

An Act creating a 20-year retirement option for Publ-"r.

W

Ho. 63 i
Frnpinvppi
J_ Date_

\

- Division of Retirement ar.d Benefits

Labor Services

02-96-8-01-01-01 (PERS)

component in the analysis section.)

EXPENDITURES (Thousands of

PERSONAL SERVICES
IRAYH_
CONTRATTUATL
COMDITTES

. EQUIPMENT
LAND & STRUCTURES
STATE TRS MATCHING
BENHIS @

TOTAL

FUNDING
L FUND :
ERAL FUNDS
S FUND
WAY FUND

ORT FUND
TAL FUND

POSITIONS

time

TIME
ORARY

Dollars)

(Thousands of Dollars)

ANALYSIS (See Fiscal Note Preparation Instructions, Section I1I)

benefits under this bill.

Estimate that approximately 10,000 members could potentially qualify for

The cost to modify our new Data Processing System to provide for contributions

indebtedness payments for the Special

approximately $50,000.

The cost of the benefits provided under this bill
contributions to the Special

One project employee (6 months) to
to maintain the program will

be required..

Personal Services for the full-time employee
IV. DATE _ 2/24/81 PREPARED BY
AGENCY
Original: Legislative Finance PHONE
cc: Budget and Management

Prime Sponsor (First Legislator Named)

Office of the Governor (Keith Specking)

Credited Service

is estimated to be

would be paid by the members-®

Credited Service Account.

initialize the procram and one full-time emp

increase at 6* per annum.

Paul R. fl-nnldt, nirprtnr.
Division of Retirpmpnt ft Rpnpfitm
465-4460

Senator Ray



POSITION TITLE

1 Retirement & Benefits Technician
TYPE Or POSITION STAFF MONTHS RP No.
2 PFT J 12
3 TYPE OF EXPENDITURE
1 2
PERSONAL SERVICES:
A sarary  $1,814/month $21.768
5  OENETITS 15.79% 3,437
G SBs 6.13% _ 1.334
7 health ins. SI 50/month 1.800
H TOTAL PERSONAL SERVICES 131
9 TRAVEL 02
10 contractual LEASE SPACE CO0S1S
1 comMMODITIES 0-1
* 17 EQUIPMENT or.
13 OTHl |
H TOTAL COST
CODE FUNDING SOURCE
15 FEDRCPTS. >002
1G GF MATCH. =003
17 GEN. FUND  10(1-1
IB 1-A RCPTS. ion-.
19 PGM RcPTs IUI'S
20 OTHER  PERS
21 CONTINUATION
22 AnojrioN___ J
AGENCY J\dninlstrotloi,

)

.|>>._, [

> &~

PCN No.

AMOUNT
3

$33,339

2,700

1,800

$33.030Q

FOR"B&M-USEV:OHtY, W»

program

>11
RANGE/STEP BARG.UNIT. ~ LOCATION APPROV. %g
* ‘.
12/B fi AtinP B am
PRIORITY FORM 12 PAGE/LINE S k m 4
w'm m

JUSTIFICATION

This employee will be responsible for implementing the
Special Credited Service program. This will 1invol e
ensuring that the data processing programs a”e establis
for record keeping, that past service indebtednesses ar
calculated, that future service contribution rates for
individuals are established, and that members are infori
and counceled regarding the Special Credited Service
program.

Labor Services

Bno Retirement and Bonofits
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TOoO @ o N o o1 b~

ml12
13
14

15

70

Project J 6

TYPE OF EXPENDITURE

1

PERSONAL SERVICES:
$1,761/month

salary

OENEFITS 2.107a
SBS 6.13%/

hEALTH INS.

TOTAL PERSONAL SERVICES
TRAVEL

$10,566

" 222

=3
tM
iV
Hi
01
0s

HIY?
Q113

m 1T

CONTRACTUAL
COMMODITIES
EQUIPMENT
OTHER
TOTAL COST
cone
FED RCPTS.
OF MATCH.
orri rtiNn_mn-i
I-A RCPTS.
OTHER

continuation

AOpmQN

agency __ Admin.is.tration.

:l,‘8 REQUEST FOR NEW

FUNDING SOURCE

FOR B&M*"USE*OiUY.»I"

posmoM.

> N>

AMOUNT

3

$11,436

200

3.11,636

TTTj636

JUSTIFICATION:

This employee will assist the full-time Retirement
and Benefit Technician during the initial 6 months while
this program is being implemented.

The employee will assist in answering questions regard—
ing the Special Credited Services benefit, will calculat
indebtednesses for past service eligible for credit
under the Special Credited Services Account , and will
establish the contribution rate for future service for
individual members.

program — Lahoc—Sendees-

COMPONENT

FY 82

REVISED
of 3 DATE
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