


ska Jtaig “legislators

BLUE RIBBON COMMISSION ON THE Pouch YG
STATE PERSONNEL ACT Mail Stop 3123
Juneau, Alaska 99811
JUNEAU. ALASKA Senator Bill Ray, Chairman (907) 465-4442
ME MORANDUM January 25, 1983
TO: House Labor and Commerce Committee
FROM Teresa B. Cramer

Administrative Assistant

SUBJECT: House Bill 51 - Limiting the Adjustment of Retirement Benefits

On several occasions the Blue Ribbon Commission has heard
testimony about problems created by overpayments of retirement benefits.
Retired state employees may have substantial difficulties if they are
required to rep? retirement benefits improperly received.because of
errors made by trie Division of Retirement and Benefits or because of a
change in law. The commission is proposing legislation to limit the
authority of the division to collect amounts pcid improperly through no
fault of the beneficiary or retired person if che error is not corrected
within two years.

One woman testified to the commission that before she retired
she asked the division to verify her years of credited service. Several
years later a court-ordered change in retirement regulations reduced the
number of years for which she received credit. Her employment with the
University of Alaska could no longer be counted as credited service in
PERS. As a result she had received more than $5000 in benefits to which
she was not entitled. .The division reduced her benefit to the correct
amount and began withholding an additional $100 per month to be applied
to the overpayment. She appealed to the Public Employees Retirement
Board asking that collection of the overpayment be waived.

Both the Public Employees' Retirement Board and the Teachers'
Retirement Board have authority to waive collection of overpayments, but
the uncertainty of an appeal can cause considerable stress to people on
fixed incomes. Both boards are required to determine whether there
would be undue hardship imposed by requiring repayment. AS 14.25.175
and AS 39.35.522. In establishing whether there is financial hardship,
the entire family financial situation is considered, not just the resources
of the petitioner.
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The commission recommends that a two-year statute of limitations
be placed on the collection of overpayments which resulted from errors
which were not caused by the retired state employee. Two years provides
ample opportunity "or the division to audit its records and correct any

errors. After thU ." a retired person should not be required to
repay benefits err n received if he or she did not cause the
error. The divisic; ®- - itill correct the amount of future benefits

paid to the retire:,

Bill Analysis

Page 1 The first section of the proposed legislation adds the
Line 9 two-year statute of limitations to the Teachers' Retice-
ment System.

Line 18 The second section adds the sa”™e provision to the Public
Employees' Retirement System, ihe amendment to PERS is
applied only to state employees because the Blue Ribbon
Commission considered that requiring other participati.ng
employers to pay for errors made by the state was inappro-
priate.

Line 29 The third section makes the bill effective retroactively
to July 1, 1979, in order to apply to those individuals
whose situations came to the commission’s attention.

N

Page The fourth section of the bill contains an immediate
Line 2 effective date clause.
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