


Senate Bill 195 Limiting the Adjustment of Retirement
Benefits,

PURPOSE

This bill remedies a problem which the commission was advised
of in testimony from a retired state employee. When the employee retired
in 1976, she had been advised on four separate occasions by the staff of
the Division of Retirement and Benefits that she was eligible for more
than nine years of credited service with the state. Shortly after she
retired the legislature amended the retirement laws and she was told
that she would receive credit for an additional three years because of
her military service. She began receiving retirement benefits on that
basis.

In 1979 the division wrote to advise her that their original
computations had been in error and that her years of employment with the
University of Alaska could not be included in her credited service.
Therefore, she had received over $5000 in benefits which she would have
to repay. They reduced the amount of her check by $100 to be credited
towards that overpayment, in addition to reducing the check to the
amount she was actually entitled to receive. The basis for denying
credit for the employee's period of service with the University of
Alaska was a regulation adopted by the Division of Retirement and
Benefits in 1978 — two years after she had retired.

The'employee appealed to the Public Employee Retirement Board,

which can waive collection of overpayments in cases of hardship. In
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determining whether there would be hardship to the employee, the
board considered her family's financial situation and found that she
was not entitled to the waiver.

Commission members discovered that this was not an isolated
instance. A number of retired state employees have undergone
similar experiences. They relied on assurances from the division
of retirement and benefits only to discover a considerable time later
that errors had been made and that their benefits would be reduced.

The commission recommends that a two-year statute of
limitations be placed on the collection of overpayments. Two years
gives the Division of Retirement and Benefits ample time to audit
its records and find and correct any errors made. After that period
of time, a retired person should be freed from the burden of having
to pay back the state for mistakes of the state's employees. This
protection should be available only in cases where the retired
person did not contribute to causing the error. It should not
apply to persons working for employers other than the state, since
those employers may not be in a financial position to absorb the

cost of errors made by state employees.

SECTION BY SECTION ANALYSIS
Section 1. AS 14.25.173 is amended by adding a new subsection to read:

(b) An adjustment which requires repayment of benefits may not be
made under this section if

(1) the incorrect benefit was first paid two years or more
before the member or teacher or beneficiary was notified of the change



or error; and

(2) tne change or error was riot caused by the member or
teacher or beneficiary.

Comment

This section amends the Teachers Retirement System
by prohibiting the Division of Retirement and Benefits
from decreasing benefits in order to collect for a
previous overpayment if two conditions are met. The
first condition is that the overpayment began two years
or more before the division told the retired teacher of
:he error. The second condition is that the teacher

did not cause the error.

Sec. 2. AS 39.35.520 is amended by adding a new subsection to read:

(b) An adjustment which requires repayment of benefits may not be
made unde- this section if

(1) the incorrect benefit was first paid two years or more
before the employee or beneficiary was notified of the change or error;

(2) the change or error was not caused by the employee or
beneficiary and

(3) the change or error relates to the employee's credited
service with the state and not with another participating employer.

Comment

This section amends the Public Employee Retirement
System in the same way that section 1 amends the TRS. How
ever, in this section there is an additional condition. The

error in computation must relate to the employee's credited
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service with the state, and not with another participating

employer.

Sec. 3. This Act is retroactive to July 1, 1979.
Sec. 4. This Act takes effect immediately in accordance with AS 01.10.-
070(c).

Comment

Section 3 makes the Act retroactive in order to

include the retired person who testified before the

commission. Section 4 provides that the Act takes

effect immediately in order to address the hardship to

retired state employees.
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13 before the member or teacher or beneficiary was notified of the change
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2 (2) the change or error was not caused by the employee or
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24 (3) the change or error relates to the employee'3 credlced
Vo service with the state and not with another participating employer.

YY) * Sec. 3. This Act is retroactive to .July 1, 1979,

27 * Sec. 4. This Act takes effect immediately in accordance with AS 01.10.-
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Senate Bill 195. Limiting the Adjustment of Retirement
Benefits,

purpose

This bill remedies a problem which the commission was advised
of in testimony from a retired state employee. When the employee retired
in 1976, she had been advised on four separate occasions by the staff of
the Division of Retirement and Benefits that she was eligible for more
than nine years of credited service with the state. Shortly after she
retired the legislature amended the retirement laws and she was told
that she would receive credit for an additional three years because of
her military service. She began receiving retirement benefits on that
basis.

In 1979 the division wrote to advise her that their original
computations had been in error and that her years of employment with tne
University of Alaska could not be included in her credited service.
Therefore, she had received over $5000 in benefits which she would have
to repay. They reduced the amount of her check by $100 to be credited
cowarus that overpayment, in addition to reducing the check to the
amount she was actually entitled to receive. The basis for denying
credit for the employee's period of service with the University of
Alaska was a regulation adopted by the Division of Retirement and
Benefits in 1978 — two years after she had retired.

The'employee appealed to the Public Employee Retirement Board,

which can waive collection of overpayments in cases of hardship. In



determining whether there would be hardship to the employee, the
board considered her family's financial situation and found that she
was not entitled to the waiver.

Commission members discovere: that this was not an isolated
instance. A number of retired state e-ployees have undergone
similar experiences. They relied on assurances from the division
of retirement and benefits only to discover a considerable time later
that errors had been made and that their benefits would be reduced.

The commission recommends that a two-year statute of
limitations be placed on the coliecticr of overpayments. Two years
gives the Division of Retirement and Benefits ample time to audit
its records and find and correct any er-ors made. After that period
of time, a retired person should be freed from the burden of having
to pay back the state for mistakes of re state's employees. This
protection should be available only in cases where the retired
person cid not contribute to causing tr.e error. It should not
apply to persons working for employers ether than the state, since
these errloyers ray not be ir a xirarcia® position to absorb the

cost of errors made by state employees.

SECTION BY SECTION ANALYSIS

Section 1. AS 14.25.173 is amended by adding a new subsection to read:

(b) An adjustment which requires repayment of benefits may not be
made under this section if

(D the incorrect benefit was first paid two years or more
before the member cr teacher cr bene-ic'sry was notified of the change



or error; and

(2) the change or error was not caused by the member or
teacher or beneficiary.

Comment

This section amends the Teachers Retirement System
by prohibiting the Division of Retirement and Benefits
from decreasing benefits in order to collect for a
previous overpayment if two conditions are met. The
first condition is that the overpayment began two years
or more before the division told the retired teacher of

the error. The second condition is that the teacher

cid not cause the error.

Sec. 2. AS 39.35.520 is amended by adding a new subsection to read:

(b) An adjustment which requires repayment of benefits may not be
maae under this section if

(1) the incorrect benefit was first paid two years or more
before the employee or beneficiary was notified of the change or error;

(2) the change or error was not caused by the employee or
beneficiary; and

(3) the change or error relates to the employee's credited
service with the state and not with another participating employer.

Comment

This section amends the Public Employee Retirement
System in the same way that section 1 amends the TRS. How-
ever, in this section there is an additional condition. The

error in computation must relate to the employee's credited



service with the state, and not with another participating

employer.

Sec. 3. This Act is retroactive to July 1, 1979.
Sec. 4. This Act takes effect immediately in accordance with AS 01.10 -
070(c).
Comment
Section 3 makes the Act retroactive in order to
include the retired person who testified before the
commission. Section 4 provides that the Act takes
effect immediately in order to address the hardship to

retired state employees.
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MEMORANDUM April 7, 1981
TO: Senate State Affairs Committee
PROM: Teresa B. Cramer
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SUBJECT: Senate Bill 195: Limiting the Adjustment of Retirement
Benefits

BACKGROUND

. This bill remedies a problem which the Blue Ribbon Commission
was advised of in testimony from a retired state employee. When the
employee retired in 1976, she had been advised on four seﬁarate occasions
b){_ the staff of the Division of Retirement and Benefits that she was
eligible for more thap nine years of credited service with the state.
Shortly after she retired the legislature amended the retirement laws
and she was told that she would Teceive credit for an additional three
ears because of her military service. She began receiving retirement
enefits on that basis.

. In 1979 the division wrote to advise her that their original
computations had been in error and that her years of employment with the
University of Alaska could not be included in her credited service.
Therefore, she had received over $5000 in benefits which she would haye
to repay. They reduced the amount of he” check by $100 to be credited
towards” that overpayment, in addition to reducing” the check to the
amount she was actuyally entitled to recejve. The basis for denying
credit for the emPonee's period of service with the University “of
Alaska was a requlation adopted by the Division o* Retirement and
Benefits in 1978 — two years aftér she had retired.

, The emplo?/ee appealed to the Public Employee Retirement Board,
which can waive collection of gverpayments in cases’ of hardsh|R. In
determining whether there would be fardship to the employee, the board
considered™ her famjly's financial situation and found that she was not
entitled to the waiver.

, Commission members discovered that this was not an isolated
instance. A number of retired state employees have undergone similar
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experiences. They relied on assurances from the Division of Retirement
and Benefits only” to discover a considerable time later that errors had
been made and that theirbenefits’ would be reduced.

, The commission recommends that a two-year statute of limita-
tions be placed on the collection of overpayments. Two years gives the
Division of Retirement and Benefits ample time to audit 1ts records, and
find and correct any errors made, After that period of time, a retired
?erson, should be freed from the burden of having to pay back the state
or mistakes of the state's employees. This protection should be avail-
able only in cases wherethe retired person did not contribute to causing
the error. It should not apply to persons working for employers other
than the state, since those employers may not be in a financial position
to absorb the cost of errors made” by state employees.

SECTION BY SECTION ANALYSIS

... Section 1 amends the Teachers Retirement System by prohibiting
the Division of Retirement and Benefits from decreasing benefits in
order. to collect for a previous overpayment if two conditions are met.
The first condition is that the overpayment be?an two years Qr more
before the division told the retired teacher of the error. The second
condition is that the teacher did not cause the error.

Section 2 amends the Public Employee Retirement System in the
same way that section 1 amends the TRS. However, in this section there
Is an additional condition. The error in computation must relate to the
employee's credited service with the state, and not with another partici-
pating employer,

, Section 3 makes the Act retroactive in order to include the
retired person who testified before the commission.

Section 4 provides that the Act takes effect immediately in
order to address the hardship to retired state employees.
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TWELFTH LEGISLATURE

REQUEST
Bill/Rescimion No. Sena:
Title_ An Act lim tino the Adjustment of retirement Benefits

Requested bv Senator Vic Fiscner Dete.

FISCAL DETAIL

Agency Affected Administration - Division of Retirement and Benefits
Program Category Affected Laoor Services -
EJ Program, or Subprogram”T Affected ~ 02-96-8-01-01-01 (PERS)

(Note If more than one budget component is affected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

| FY 81 | FY 82 FY 83 FYy 84
PERSONAL SERVICES 1
TRAVFT J
CONTRACTUAL i
COMMODITIES 1
EOUTPMENT
LAND & STRUCTURES
STATE TRS MATCHING
BENEFITS
TOTAL -0- -0- N =N

FUNDING (Thousands of Dollaxs)

GENERAL FUND | 1 | !

FEDERAL FUNDS i

CFY 85

i i i
VETERAN'S RUND i i i 1 |
FISH i GAVE .-UNO i i > i i
HIGHWAY RIND i i | 1 1
AIRPORT FUND 1 1 1 1
CAPITAL FRUND 1 1 1
PERS I 1 1
TRS 1 i i
POSITIONS “ONE
FULL TTME 1 1 1.
PART TIME | 1 1
TEMPORARY 1 1 1
I1I. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
Undoubtedly there will be some costs to the retirement system, but they cannot
be measured. In most instances the individual adjustment would be small.

Original: Legislative Finance PHONE Rijj-aafiQ

cc:

Budce! and Management

Prime Sponsor (First Legislator Named) Senator Ray
e «» .nunrnnr /l'aith ark)nn”

FY 86



TWELFTH LEGISLATURE

HiCAI-NQTL
REQUEST ) )
BiU/Resolution No. Senate 3ill tip. 195
Title An Act Limitino the Adjustment of Retirement Benefits
Reauested bv Date

11, FISCAL DETAIL

Agency Affected Administration - Division of Retirement S Benefits

Program Category Affected Laoor service: ana tlementarv 6 Seconoary Education

3RU, Program, or Subprogram(s) Affected U<J-S0-8-01-JFD'2 TTKTOy-TI-tS-02-01-00 (TRS MATCH)

(Note: If more than one budget component is affected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)
1 FY 31 FY 82 FY 33 1 FY 84 . FY 85 1 FY FRifi
100 PERSONAL SERVICES 1
700 TRAVFT 1
300 CONTR ACTTIAT 1 v
400 COMMODIT/FR
500 EQUIPMENT
600 LAND 4 STRUCTURES
700 STATE TRS MATCHING
100 3ENEFITS
TOTAL -0- -r- -0- -0- -0- -0-

FUNDING  (Thousands of Dollars)
GENERAL FUND | 1 | 1 1
FEDERAL FUNDS 1 [
VETERAN'S FUND 1
FISH i GAME FUND i 1 1 1
HIGHWAY FUND 1 1 1. 1
AIRPORT FUND 1 | 1
CAPITAL FUND 1 1 1 1
FEF.S 1 t 1 i 1
TRS 1 1 1 1 1

POSITIONS f.'ONF
FULL TIME 1 1 |
PART TIME i 1 1
TEMPORARY L. ... . 1 1 1
[II. ANALVSIS (See Fiscal Note Preparation Instructions, Section 111)

Undoubtedly there will be some costs to the retirement system, but they cannot

be measured. In most instances the individual adjustment would be small.

4/07/8"
IV. DATE PREPARED 3Y
AGENCY

Onpnal: Legislative Finance PHONE
cc: Budget and Management

Pnmc Sponsor (First Legislator Named)
O ffice of tne Governor (Keith Seeching)
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