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FRANK RAYE O FF IC E  OF ADMIN ISTRATIVE d i r e c t o r  303  K  S t r ee t
Personnel Director Anchorage, Alaska 99501

O ctob er  12, 1981

The Honorable  V i c t o r  F i s c h e r ,  Chair  
Senate A f f a i r s  Committee 
Pouch V 

. Juneau, AK 99811

Dear S en a tor  F i s c h e r :

In r e s p o n s e  t o  your  memorandum o f  September 29 ,  1981,  I 
have read the  16 b i l l s  c o n c e r n in g  r e t i r e m e n t  now b e in g  c o n s i d ­
ered  by you r  com m ittee .

The main r e a so n  I am commenting on th e s e  p r o p o s a l s  i s  t o  
urge r e - w r i t i n g  o f  Chapter  35 o f  T i t l e  39 t o  e l i m i n a t e  p r e s e n t  
d i s c r i m i n a t o r y  p r o v i s i o n s .  I a l s o  wish t o  speak a g a i n s t  d i s ­
c r i m i n a t o r y  p r o v i s i o n s  c o n t a in e d  in  SB 557,  143,  402 and 394 
as w e l l  as s u p p o r t in g  SB 196.

SB 5 5 7 :

F i r s t  I would l i k e  t o  p o i n t  out  t h a t  SB 557 i s  an e f f o r t  
t o  make some h o u s e k e e p in g  c o r r e c t i o n s  t o  ease  a d m i n i s t r a t i v e  o v e r ­
s i g h t s .  In t h a t  e f f o r t ,  the  b i l l  has some m e r i t .  The prob lem  
i s  th a t  a l l  o f  Chapter  35 o f  T i t l e  39 needs  t o  be r e - w r i t t e n  t o  
comply w ith  th e  s t a t e  c o n s t i t u t i o n  and w ith  T i t l e  18 p r o t e c t i o n s  
a g a in s t  d i s c r i m i n a t i o n  on the  b a s i s  o f  s e x ,  m a r i t a l  s t a t u s ,  and
p a ren th ood .

SB 557 p r o p o s e s  on page 15 t o  r e - w r i t e  AS 3 9 .3 5 .5 3 5  t o  g iv e  
m e d ica l  b e n e f i t s  o n l y  t o  r e t i r e d  e m p loy ees ,  t h e i r  sp ou ses  o r  c h i l d ­
r e n .  S in g l e  r e t i r e d  p e r s o n s  are t h e r e b y  p r e c lu d e d  from naming a 
b e n e f i c i a r y  o f  t h e i r  own. Yet  s i n g l e  em ployees  pay i n t o  the  r e ­
t i r e m e n t  system  at  the  same r a t e  as m arr ied  em ployees .
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At t h i s  t im e ,  AS 39 .35  p r o v i d e s  m arr ied  s t a t e  em ployees  
and t h e i r  sp ou ses  an o p p o r t u n i t y  t o  ch o o s e  a t y p e  o f  f i n a n c i a l  
s e c u r i t y  c a l l e d  a j o i n t  s u r v i v o r  o p t i o n .  However,  s i n g l e  em­
p l o y e e s  and t h e i r  b e n e f i c i a r i e s  do n o t  have t h i s  c h o i c e .  Under 
AS 3 9 .3 5 .4 2 0  and 440, m a rr ied  em ployees  may choose  the  j o i n t
s u r v i v o r  o p t i o n  once  th e y  have been employed f o r  f i v e  y e a r s  and 
have t h e r e b y  " v e s t e d " .  However, s i n g l e  em ployees  w ith  f i v e  
y e a rs  o f  s e r v i c e  are  d en ied  t h a t  c h o i c e .

S p e c i f i c a l l y ,  a s i n g l e  employee  i s  n o t  p e r m it t e d  t o  have 
h i s  o r  her  b e n e f i c i a r y  r e c e i v e  t h a t  e m p lo y e e ' s  r e t i r e m e n t  money 
through a j o i n t  s u r v i v o r  o p t i o n .  Only m arr ied  employees  have 
t h a t  c h o i c e  under AS 3 9 .3 5 .4 2 0  and 440. However,  AS 3 9 .3 5 .4 5 0  
a l l o w s  "a dependent  approved by the  a d m i n i s t r a t o r "  t o  a l s o  be 
a b e n e f i c i a r y .  Such r e s t r i c t i o n s  are based  on a f a l s e  assum ption  
th a t  o n l y  sp ou ses  and dependent  c h i l d r e n  can d e v e l o p  an econom­
i c a l l y  dependent  r e l a t i o n s h i p .  Yet  b o th  s i n g l e  and m arried  em­
p l o y e e s  pay i n t o  the  r e t i r e m e n t  system at  the  same r a t e  and do 
n o t  have th e  same b e n e f i t s .  I t  i s  my p o s i t i o n  th a t  denying  s i n g l e  
em ployees  an o p t i o n  gran ted  o n l y  t o  m a rr ied  em ployees  i s  a form 
o f  d i s c r i m i n a t i o n  v i o l a t i n g  AS 1 8 .8 0 .2 2 0  which s t a t e s  i n  p a r t :

" I t  i s  un law fu l  f o r  an em ployer  t o  r e f u s e  employment t o  
a person  o r  t o  . . . d i s c r i m i n a t e  a g a in s t  him in  compen­
s a t i o n  or  in  a term, c o n d i t i o n ,  o r  p r i v i l e g e  o f  em ploy­
ment becau se  o f  h i s  . . . s e x ,  m a r i t a l  s t a t u s  . . .  o r  
p a r e n t h o o d ; "

S in ce  r e t i r e m e n t  i s  a c o m p e n s a t io n ,  term , c o n d i t i o n  and 
p r i v i l e g e  o f  employment, the  r e t i r e m e n t  s t a t u t e s  as now c o n ­
s t i t u t e d  a r e ,  in  my o p i n i o n ,  i l l e g a l .

Furtherm ore ,  the  D i v i s i o n  o f  R et irem ent  and B e n e f i t s '  p r o ­
c e d u re s  used t o  determ in e  th e  amount o f  money g iv e n  t o  e m p l o y e e s ' 
spou ses  under the  j o i n t  s u r v i v o r  o p t i o n ,  a re  based  on o u t d a t e d ,  
s e p a r a te  male and fem ale  m o r t a l i t y  t a b l e s  which have been h e ld  
i l l e g a l l y  d i s c r i m i n a t o r y  in  many r e c e n t  c o u r t  c a s e s .  S e e ,  f o r  
example ,  C i t y  o f  Los A n ge les  v .  Manhart , 435 US 702 (1 9 7 8 ) .
This  d i s c r i m i n a t i o n  on th e  b a s i s  o f  s e x ,  i n  my o p i n i o n ,  i s  a l s o
a v i o l a t i o n  o f  T i t l e  18 as q u o te d  above .

A ls o  under SB 557,  a new s e c t i o n ,  AS 3 9 . 3 0 . 0 9 5 ,  i s  proposed  
which g i v e s  the com m iss ioner  o f  a d m i n i s t r a t i o n  com p le te  power 
and a u t h o r i t y  o v e r  a newly e t a b l i s h e d  fund f o r  h e a l th  and l i f e
in s u ran ce  b e n e f i t s .  Why i s  i t  n e c e s s a r y  t o  e s t a b l i s h  t h i s  fund
and why i s  th e r e  no check  on the  c o m m is s i o n e r ' s  c o n t r o l  o v e r  t h i s  
fund? Why i s  t h e r e  no p r o v i s i o n  f o r  in p u t  from a f f e c t e d  p e r s o n s ?

SB 143:

SB 143 p r o p o s e s  t o  g r a n t  some s t a t e  em ployees  c r e d i t  f o r  
unused s i c k  l e a v e  upon r e t i r e m e n t .  On the  f a c e  o f  i t ,  t h e r e  appears
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t o  be n o th in g  wrong w i t h  t h i s  amendment t o  AS 3 9 .3 5 .3 1 5 .  The 
problem i s  t h a t  a l l  s t a t e  em ployees  would n o t  b e n e f i t  from  t h i s  
proposed  ch an g e .  S e v e r a l  y e a r s  ago AS 3 9 .2 0 .3 1 0  e s t a b l i s h e d  a
s epara te  g rou p  o f  s t a t e  em ployees  who no l o n g e r  have l e a v e .  Un­
der  Chapter 20 ,  s i c k  and annual l e a v e  were done away w i t h  and 
combined i n t o  p e r s o n a l  l e a v e  w ith  a " s i c k  l e a v e  bank" e s t a b l i s h e d  
f o r  emergency i l l n e s s e s .  SB 143 f a i l s  t o  speak t o  t h o s e  employ­
e e s ,  t h e i r  p e r s o n a l  l e a v e  and t h e i r  s i c k  l e a v e  bank. T h e r e f o r e ,  
passage o f  SB 143 in  i t s  p r e s e n t  form would d i s c r i m i n a t e  a g a in s t  
about 3 ,000  o f  th e  9 ,0 0 0  s t a t e  employees who no l o n g e r  have s i c k
le a v e .  In o t h e r  w ords ,  t h i s  b i l l  a f f e c t s  o n ly  about two t h i r d s  
o f  permanent s t a t e  em ployees  and l e a v e s  t h e  o t h e r  one t h i r d  
w ithou t  com parab le  b e n e f i t s .

In o r d e r  t o  a v o id  t h i s  d i s c r i m i n a t i o n ,  SB 143 sh ou ld  e i t h e r  
not  be p a s se d  o u t  o f  c om m ittee  o r  shou ld  be  r e - w r i t t e n  t o  in c l u d e  
employees who have p e r s o n a l  l e a v e  and a s i c k  le a v e  bank.

SB 402 :

P r e s e n t l y  s t a t e  em ployees  who are  v e t e r a n s  may buy back up 
t o  f i v e  y e a r s  o f  t h e i r  m i l i t a r y  s e r v i c e  as c r e d i t e d  time f o r  s t a t e  
r e t i r e m e n t .  However, under  p r e s e n t  law t h i s  buy back cann ot  take 
p la c e  u n t i l  the  employee  i s  v e s t e d  o r  has worked f o r  the  s t a t e  a t  
l e a s t  f i v e  y e a r s .  SB 402 p r o p o s e s  t o  e l i m i n a t e  the requ irem ent  
th a t  an employee  must work f i v e  y e a rs  f o r  th e  s t a t e  ( c r  be  v e s t e d )  
b e f o r e  bu y in g  back the  m i l i t a r y  t im e .

I opp ose  t h i s  b i l l  b ecau se  i t  would a l l o w  new em ployees  who 
are  v e te ra n s  t o  v e s t  t h e i r  r e t i r e m e n t  im m ediate ly  a f t e r  b e i n g  em­
p lo y e d  in  s t a t e  s e r v i c e .  A l l  o t h e r  em ployees  cann ot  v e s t  u n t i l  
they have had f i v e  y e a r s  o f  s t a t e  s e r v i c e .

Furtherm ore ,  the  fo rm ula  which e s t a b l i s h e s  the c o s t  o f  buying  
back f i v e  y e a r s  o f  m i l i t a r y  t ime amounts t o  about  one t h i r d  o f  
the  em ployee '  s  annual s a l a r y  a t  the~ tXme o f  h i s  o r  her  e l i g i b i . i t y  
t o  buy back .  That means t h a t  t h o s e  v e t e r a n s  who have a lready 
bought back t h e i r  t ime under t h i s  law, a f t e r  having worked f i v e  
years  f o r  t h e  s t a t e ,  have p a id  more than a new employee would pay 
under t h i s  p r o p o s e d  law. The reason  f o r  t h i s  d i s c r e p a n c y  i s  th a t  
a f i v e  year  employee  w i l l  earn  more than a new employee b e c a u s e  
o f  annual s t e p  pay i n c r e a s e s ,  and the  g r e a t e r  p r o b a b i l i t y  o f  p r o ­
m otion .

SB 394

SB 394 p r o p o s e s  t o  g i v e  r e t i r e m e n t  c r e d i t  t o  t e a c h e r s  o n l y  
who have s e r v e d  in  th e  p e a ce  c o r p s .  The p h i l o s o p h i c a l  b ase  t o  
t h i s  p r o p o s a l  i s  a r g u a b le  when compared t o  p r e f e r e n c e  f o r  v e te r a n s



who have r i s k e d  t h e i r  l i v e s  f o r  t h e i r  c o u n t r y .  What i s  n o t  
a rgu ab le  i s  th e  g r o s s  i n e q u i t a b i l i t y  o f  the  p r o p o s i t i o n  t o
g i v e  r e t i r e m e n t  c r e d i t  t o  one group o f  s t a t e  em ployees  (here 
t e a c h e r s )  and n o t  t o  o t h e r  s t a t e  em ployees .  T h is  c l e a r l y  
d i s c r i m i n a t o r y  b i l l  s h o u ld  n o t  be passed  o u t  o f  com m ittee .

SB 196:

I s u p p o r t  SB 196 t o  mandate t h a t  a t  l e a s t  one member o f  
the  r e t i r e m e n t  boa rd  be a r e t i r e d  p erson .  I t  i s  a l o g i c a l  and 
e q u i t a b l e  p r o p o s a l  s i n c e  the  g r e a t e s t  im pact  o f  d e c i s i o n s  made 
by the b o a rd  w i l l  be w ith  reg ard  t o  r e t i r e d  p e r s o n s .

I f  you have any q u e s t i o n s  on the  p o i n t s  r a i s e d  in  t h i s  
l e t t e r ,  I ' l l  be g la d  t o  answer them. Thank you f o r  t a k i n g  the 
t ime t o  c o n s i d e r  t h e s e  i s s u e s .

S i n c e r e l y ,

Frank Raye
P erso n n e l  D i r e c t o r

F R /jb
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POUCH C
OFFICE OF THE COMMISSIONER / JUNEAU, A U

H o n o r a b l e  Vic F i s ch e r  

C h a i r m a n

Se n a t e  S tate A f f a ir s  C o m m i t t e e  

Al a s k a  S t a te  L e g i s l a t u r e  

Pouch V

Juneau, A K  9 9 81 1

Dea r S e n a t o r  Fischer:

Se n a t e  Bill 402, in its p r e s e n t  form, w o u l d  a l l o w  e m p lo y e e s  t o  

use t h e i r m i l i t a r y  service t o  v e s t  in the PERS. T h e  c o s t  to the 

sy s t e m  w o u l d  be 9 . 0 0 3 %  of p a y r o l l ,  or $ 2 6 . 8  m i l l i o n  in FY 82. Costs 

aside, it w o u l d serve n o  useful pu b l ic  p u r p o s e  to a l l o w  the u s e  of 

m i l i t a r y  s e r v i c e  to " e s t  in the system. T h er e f o r e ,  I s u g g e s t  the bill 

be amended by adding t h e  f o l l o w i n g  la n guage at the end of sect i o n 34 0  

(a): "service c r e d i t e d  u n d e r  this secti o n  m a y  not  be u s e d  to satisfy

the vesting r e q u i r e m e n t s  for r e t i r e m e n t . "  If the bill was amen d ed  in 

this mann e r ,  the cost t o  the s y s t e m  in FY 82 w o u l d  be reduced to 

$243,000.

A d d i t i o n a l l y ,  the bill no w  co ve r s  all e m pl o y e e s ,  inc l u d i n g  t hose 

w h o  have a l r e a d y  c l a i m e d  t h e i r  m i l i t a r y  service. You a s ke d  fo r  the 

cost of the bill if it c o v e r e d  onl y t hose w h o  have not y e t  clai m e d 

their m i l i t a r y  service. If the bill w e r e  amended to c o v e r  o nly future 

claimants, the c o s t  to the s y s t e m  w o u l d  be f u r t h e r  reduced t o  $ 1 8 8 , 3 5 0  

in FY 82; h o w e ve r ,  for the p u r p o s e s  of equity, I s u g g e s t  that it a p p l y  

t o  all employees.

Please let m e  k now if y o u  need a d ditional information.

R e s p e c t f u ll y ,

W. R. Hu d s o n  
C o m m i s s i o n e r

W R H / c m

cc: Paul B. A r n o l d t

D i r e c t o r

Di v i s i o n  of R e t i r e m e n t  & B e n e f i t r 

Keith S p e c k i n g
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