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465-4954

Alaska State Legislature
Pouch V e Juneau, Alaska 99811 « (907) 465-4954

MEMORANDUM

TO: Members, Senate Finanw Cgwnrtttee
FROM:  Senator Vic FischeT
RE: CSSB 415 (SA) Employment benefits under PERS and TRS

DATE: April 26, 1984

migyJ, g tfW
CSSB 415 (State Affairs) amends the method for calculating retirement
benefits for members of the TRS or the PERS who have retired and sub—
sequently been reemployed under one of those systems.

This bill would allow contributions made during the membersl period of
reemployment to be calculated in conjunction with their original contri—
butions to determine the retirement benefits for the second period of
retirement.

Under current law, the final retirement benefits for reemployed members
equal their origin;./ benefit before becoming reemployed and additional
benefit based on their years of reemployment. Under CSSB 415 (SA), the
final retirement benefits equal the original benefit before becoming
reemployed, and the additional benefit based on the employees highest
earnings over the total period of credited service less the original
benefit.

This bill also amends the reemployment benefit calculations for those
who chose early retirement or a level income option to ensure the0 woulc
not be discouraged from becoming reemployed.

The purpose of this bill is to provide an incentive for retired Alaskans
to become reemployed. This bill would help take these people out of the
state retirement program and put them in active employment, increase
their final benefits, and provide the state with their experience as
long term alaskans.

The State Affairs Committee Substitute adds to the original bill the
reemployment of retired persons under the Teachers Retirement System.
Sections 1 and 2 address the reemployment and benefits for the TRS.
Sections 3 and 4 which parallel section 1 and 2 contain the original
language on the reemployment of PERS members.

Due to the technical nature of this bill, 1 have asked a reprerentative
from the Division of Retirement to be here to answer any questions you
might haveT"”

|V

During Interim « 1024 W. 6th Avenue, Suite 204C » Anchorage, Alaska 99501 - '907) 278-3654



Members, Senate Finance Committee
April 26, 1984

CSSB 415 (SA)

Page 2

Fiscal note dated 3/1/84

During FY "85, the total cost of the bill is $771.9 thousand dollars,
based on the assumption that approximately 2£% of all retirees would
exercise this optior and that this would result in an average increase
of 20% in their benefit.



'- ALASKA STATE LEGISLATURE A

SENATE STATE AFFAIRS COMMITTEE POUCH V, JUNEAU 99811
SENATOR VIC FISCHER, CHAIRMAN @07y 465-4954
MEMORANDUM
TO: All Senators

FROM: Senator Vic Fischer, Chair
Senate State Affairs Committed

RE: CSSB 415 (SA) Employment benefits under PERS and TRS

""ATE:  April 26, 1984

The purpose of this bill is to provide an ircentive for retired Alaskans
to become reemployed. This bill would help take these people out of the
state retirement program ~nd put then) i active employment, increase
their final benefits, anc provide the state with their experience as
long term alaskans.

CSSB 415 (State Affairs) amends the method for calculating retirement
benefits for members of the TRS or the PERS who have retired and sub—
sequently been reemployed under one of th."sa systems.

This bill would allow contributions made during the members® period of
reemployment to be calculated in conjunction with their original contri—
butions to determine the retirement benefits fee the second period of
retirement.

Under current law, the final retirement benefits for reemployed members
equal their original benefit before becoming reemployed and additional
benefit based on their years of reemployment. Under CSSB 415 (SA), the
final retirement benefits equal the original benefit before becoming
reemployed, and the additional benefit based on the employees highest
earnings over the total ~TrTod of credited sTrviue less the original
benefit.

This bill also amends the reemployment benefit calculations for those
who chose early retirement or a level income option to ensure they would
not be discouraged from becoming reemployed.

The State Affairs Committee Substitute adds to the original bill the
reemployment of retired persons under the Teachers Retirement System.
Sections 1 and 2 address the reemployment and benefits for the TRS.
Sections 3 and 4 which parallel section 1 and 2 contain the original
language on the reemployment of PERS members.



All Senators
May 8, 1984
CSSB 415 (SA)
Page 2

Fiscal note dated 3/1/84

During FY "85, the total cost of the bill is $771.9 thousand dollars,
based on the assumption that approximately 2i% of all retirees would
exercise this option and that this would result in an average increase
of 20% in their benefit.



Section 1

Section 2

Section 3

Sectional Analysis of CS SB 415 (State Affairs)

would repeal and reenact AS 14.25.043 to allow a reemployed
TRS retiree to take advantage of higher salaries earned
during the period of reemployment. The original retirement
option selected would he irrevocable, but, in computing the
total benefit payable upon reappointment to retirement, the
employee®s highest earnings would apply to the total period
of credited service, not just to the period of
reemployment. This would work to further the purpose of
the system (AS 14.25.012) by encouraging qualified retirees
to return to covered employment. In addition, this section
would ensure that retirees whr had selected early
retirement would not be -disadvantaged by becoming
reemployed. As is done now, benefit payments would cease
and mandatory contributions would resume during the period

of reemployment.

would amend AS 14.25.167(e) to coincide with the new
language in section 1 of this bill. Although options
selected at retirement remain irrevocable, employees in all
cases would have the freedom to select a different

retirement option for the period of reemployment.

would r~cal and reenact AS 39.35.150 to allow a reemployed
PERS retiree to take advantage of higher salaries earned
during the period of reemployment. The original retirement

option selected would be irrevocable, but, in computing the



total benefit payable upon reappointment to retirement, the
employee®s highest earnings would apply to the total period
of credited service, not just to the period of
reemployment. This would work to further the purpose of
the system (AS 39.35.010) by encouraging qualified retirees
to return to covered employment. In addition, this section
would ensure that retirees who had selected early
retirement or a level income option would no*~ be
disadvantaged by becoming reemployed. As is done now,
benefit payments would cease and mandatory contributions

would resume during the period of reemployment.

would amend AS 39.35.450(e) to coincide with the new
language in section 3 of this bill. Although options
selected at retirement remain .irrevocable, employees in all
cases would have the freedom to select a different

retirement option for the period of reemployment.

would make the bill effective July 1, 1984.



SB 415 SENATE JOURNAL - PAGE 1968- 4 2/ 7/84

SENATE BILL NO. 415 by Senator <ay, entitled!

"An Act relating to employee benefits
under the Public EmployeesI Retire—
ment System? and providing for an

K effective date.”

was read the first time and referred to the State Affairs
Committee and the Finance Committee.

SB 415 . SENATE JOURNAL - PAGE 2238- 1 3/ 2/84

The State Affairs Committee considered SENATE BILL NO. 455
(employee benefits under the Alaska Employees®™ Retirement
System) and recommended it be replaced with

CS FOR SENATE BILL NO. 415 (SA), entitled:

"An Act relating to employee benefits under
the Public Employees®™ Retirement System and
the Teachers®™ Retirement System? andpro-
viding for an effective date.”

with a majority dc pass. The report was signedby Senator
Vic Fischer, Chairman and concurred in bySenators Sturgulewsk 1
and Ray.

Fiscal note appears 1in Senate Supplement No. 60.

SENATE BILL NO. 415 was referred to the Finance Committee.

SB 415 SENATE JOURNAL - PAGE 2850- 2 4/27/84

The Finance Committee considered SENATE BILL NO. 415 (employee
benefits under the Alaska Employees®™ Retirement System? efd)
and recommended the State Affairs Committee Substitute be
adopted. The report was signed by Senator Bennett, Co-Chairman
and concurred 1in by Senators Vic Fischer and Sackett. Senators
Josephson, Mulcahy, Ferguson and Faiks signed "no recommenda-
tion".

SENATE BILL NO. 415 was referred to the Rules Committee.



Offered: 3/2/84
Referred: Finance

Original sponsor: Ray

1 IN THE SENATE BY THE STATE AFFAIRS COMMITTEE
2 CS FOR SENATE BILL NO. 415 (State Affairs)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 THIRTEENTH LEGISLATURE - SECOND SESF-ION
5 A BILL
6 For an Act entitled: "An Act relating to employee benefitsunder the
7 Public Employees” Retirement System and the Teachers”
8 Retirement System; and providing for an effective
9 date."
10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
11 * Section 1. AS 14.25.043 is repealed and reenacted toread:
-15-—————- m- Sec. 14.25.043. REEMPLOYMENT OF RETIRED MEMBERS. () If a
16 @fIF/10U retired member subsequently becomes an active member, benefit payments
may not be made during the period of vreemployment. The retirement
benefit must be suspended for the entire school year if the member s
16 reemployt _ as an active member for a period equivalent to a year of
17 service. 1 Durinn the period of vreemployment, deductions., from the
cox
{2 CALF- (~XtTio/ymember®s salary ke made in accordance witlj"AS 14_.25,050." Upon
C)r\cj((faxt \~ subsequent retirement, the retired member®s original benefit payments
“AOOITI0/UHL20 shall resume and the member shall receive an additional pension

benJiMPirr2l
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calculated under (b) of this section.

™ An additional pension for periods of reemployment after
retirement is equal to the formula benefit for the member"s total
credited service, including the period of reemployment, less the
formula benefit for credited service before the period of vreemploy-
ment, including any post-retirement pension adjustments that may have
been granted under AS 14.25.143, plus, in the case of a member who
retires and is reemployed before the normal retirement age, an

actuarially determined increase to reflect the effect of the cessation

-1- CSSB 415(SA)
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of benefits during the period of reemployment.

(c) An actuarial adjustment to an additional pension under (b) of
this section must be made in the case of an early retirement.

(d) In this section, "formula benefit" means a retirement bene-
fit computed under AS 14.25.110(d) without adjustment for early re-

tirement.

* Sec. 2. AS 14.25.167(e) is amended to read: i-écJun cola ~ C

(e) IT ei her the member or contingent beneficiary dies before
the member is .ppointed to retirement, the election becoir.er 1inopera-
tive. Once the member is appointed to retirement, the election is
irrevocable, even il the retired member is reemployed. Any additional

retirement benefit to which the reemployed me ;ber may become entitled

will be paid in accordance with”AS~14125.043) T tHE INITIAL ELECTION

MADE UNDER THIS SECTION, UNLESS THE CONTINGENT BENEFICIARY IS

DECEASED. IF THE CONTINGENT BENEFICIARY IS DECEASED, THE BENEFITS

EARNED DURING THE PERIOD OF REEMPLOYMENT ARE SUBJECT TO AS 14.25.110,]
or this section [IF ANOTHER CONTINGENT BENEFICIARY WAS DESIGNATED
DURING THE PERIOD OF REEMPLOYMENT]. All other benefits earned during
previous periods of employment are subject to the election at the time
the member was appointed to retirement. If death occurs during the
period of reemployment and the proximate cause of death 1is not a
bodily injury sustained or hazard undergone while in the performance
and within the scope of the member®s duties of employment, those
benefits earned while reemployed are subject to AS 14.25.155(c). [ALL
OTHER BENEFITS EARNED DURING PREVIOUS PERIODS OF EMPLOYMENT ARE
SUBJECT TO THE ELECTION AT THE TIME THE MEMBER WAS APPOINTED TO
RETIREMENT.] If death occurs during the period of reemployment and
the proximate cause of death is a bodily injury sustained or hazard

undergone while in the pe.formance and within the scope of the

CW'SB 415(SA) -2-

/
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member®s duties :f employment and the 1injury or hazard is not the
proximate result of wilful negligence on the part of the member, all
benefits earned during all periods of employment are subject to
AS 14.25.157.

Sec. 3. AS 39.35.150 is repealed and reenacted to read:

Sec. 39.35.150. REEMPLOYMENT OF RETIRED EMPLOYEES. (@) If a
retired employee subsequently becomes an active member, benefit pay-
ments may not be made during the period of reemployment. During the
period of reemployment, deductions from the employee’s salary shall be
made in accordance with AS 39.35.160. Upon subsequent retirement, the
employee"s original benefit payments shall resume and the employee
shall receive an additional pension calculated under (b) of this
section.

(b) An additional pension for periods ofreemployment after
retirement is equal to the formula benefit for the employee"s total
credited service, including the peri < of reemployment, less the
formula benefit fov credited service >efore the period of reemploy—
ment, 1including any post-retirement pension adjustments that may have
been granted under AS 39.35.475, plus, in the case of an employee who
retires and is reemployod befori the normal retirement age or an
employee who selects a level income option under AS 39.35.460 and is
reeinployed before age 65, an actuarially determined increase to re-
fleet the effect of the cessation of benefits during the period of
reemployment.

(c) An actuarial adjustment to an additional pension under (b) of
this section must be made in the case of an early retirement.

(d) In this section, "formula benefit"™ means a retirement bene—
fit computed under AS 39.35.370(c) without adjustment for early re-

tirement.

-3- CSSB 415(SA)



Sec. 4. AS 39.35.450(e) is amended to read:

(e) If either the employee or contingent beneficiary dies before
the employee 1is appointed to retirement, the election becomes inopera—
tive. Once the employee is appointed to retirement, the election is
irrevocable. IfT a retired employee is reemployed and is subsequently
reappointed to retirement, those benefits earned during the period of
reemployment are subject to AS 39.35.150 [THE INITIAL ELECTION MADE
UNDER THIS SECTION, UNLESS THE CONTINGENT BENEFICIARY IS DECEASED. I1F
THE CONTINGENT BENEFICIARY 1S DECEASED, THE BENEFITS EARNED DURING THE
PERIOD OF REEMPLOYMENT ARE SUBJECT TO AS 39.35.370] or this section
[1IF ANOTHER CONTINGENT BENEFICIARY WAS ELECTED DURING THE PERIOD OF
REEMPLOYMENT]. AIl other benefits -earned during prior periods of
employment are subject to the election at the time the employee was
appointed to retirement. If death occurs from nonoceupational causes
during the period of reemployment, those benefits earned while reem—
ployed are subject to AS 39.35.420(b). [ALL OTHER BENEFITS EARNED
DURING PRIOR PERIODS OF EMPLOYMENT ARE SUBJECT TO THE ELECTION AT THE
TIME THE EMPLOYEE WAS APPOINTED TO RETIREMENT.] If death occurs from
occupational causes during the period of reemployment, all benefits
earned during all periods of employment are subject to AS 39.35.430(b)
and (c).

* Sec. 5. This Act takes ef.ect July 1, 1984.

415(SA) -4



STATE OF ALASKA 1984 LEGISLATIVE SESSION

FISCAL NOTE
Revision Date: [
(Page 1 of 2)
REQUEST FISCAL DETAIL
Bill/Resolution No.: SB 415 Agency Affected: All State Agencies
Title: "An Act relating to PERS" Program Category Affected: PERS
Sponsor: Ray BRU, Program or Subprogram”) Affectea:

Requestor”
Date of Request:

EXPENDITURES/REVENUES:  (Thousands of Dollars)
Operatina FY 84 | FY 8 FY 86 Fv 87 1 "FY 88 Fy "8
NOO Personal Svcs

100 P.tant & Bnfts -0- 328.9 355.2 383.7 414 .4
200 Travel

300 Contractual

400 Supplies

500 Eouiprnent

600 Land 4 Struct

700 Grants, Claims

/00 TRS Match

TOTAL OPERATING -0- 328.9 355.2 383.7 414 .4

P e o D -

447.5

W t'TAI
REVENUE

FUNDING:
General Fund -0- 297.3 321.1 346.8 . 374.5  .404,5 .
Federal Funds 15.1 16.3 17.fi 19.fi 20
Other 16.5 17.8 19.3 20.3 22.4
Total .38,.9 355.2 3R3.7 .. 414,4 447.5

POSITIONS:
Full-Time
Part-Time
Temporary

SOURCE OF FUNDS TO OFFSET IMPACT OF BILL:

ANALYSIS: Attach a separate

Prepared By: J-K. Humpirey hone: 465-4460
Division: RpHrpmpm Date: 2-16-84

Aporoved by Commissioner: Date: <7y
Agency:-————- Department of Administ

Distribution (by Agency preparing fiscal i.ote):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)



(Page 2 of 2)

Senate Bill 415
Fiscal Note Analysis
Prepared by the Division of Retirement & Benefits
Department of Administration

February 17, 1984

s: Passage of this bill would allowretirees in the Public

Employees® Retirement System (PERS) to be reemployed with
a participating employer and use the highest salaries over
their entire period ofservice under the PERS for
calculating their additional benefit. He have estimated
that approximately 2i% of all retirees would exercise this
option and that it would rr.-sult in an average increase jf
20% 1in their benefit.

This is estimated to result in a .07% increase in the PERS
employer contribution rate. The PERS state salaries for
FY 85 are estimated to be $469,898,512.00.

The present value of the cost of this Dbill
$2,880,000.00; this would produce a .29% decrease in the
funding ratio.



Position Paper

SB 415

The Department of Administration supports this legislation. Passage of
this bill would allow retirees in the Public Employees®™ Retirement System
(PERS) to be reempl."yed with a participating employer and use the highest
salaries over tb-ir entire period of service under the PERS In
calculating their benefit upon subsequent retirement. It also provides
for an equitable actuarial adjust..n.*nt of benefits in certain cases
involving reemployed early retirees or "mose who chose a level income

option.

Passage of this bill would be consistentwith the statutory purpose of
the PERS which is to attract and retainqualified employees. Retired
employees wio are still ready, willing and able to work are a valuable
resource to employers and this bill wouldremove an impediment to their

rehire.

Lisa Rudd, Commissioner, Department of Administration Date



Sectional Analysis of Senate Bill 415

would meal and reenact AS 39.35.150 to allow a reemployed
PERS retiree to take advantage of higher salaries earned
during the period of reemployment. The original retirement
option selected would be irrevocable, but, in computing the
total benefit payable upon reappointment to retirement, the
employee®s highest earnings would apply to the total period
of credited service, not Jjust to the period of
reemployment. This would work to further the purpose of
the system (AS 39.35.010) by encouraging qualified retirees
to return to covered “vnployment. In addition, this section
would ensure that retirees who had selected early
retirement or a level income option would not be
disadvantaged by becoming reemployed. As 1is done now,
benefit payments would cease and mandatory contributions

would resume during the period of reemployment.

would amend AS 39.35.450 (e) to coincide with the new
language in Section 1 of this bill. Although options
selected at retirement remain irrevocable, employees in all
cases would have the freedom to select a different

retirement option for the period of reemployment.

would make the bill effective July 1, 1984.



Aopendix to Sectional Analysis of S3 415

The purpose of this appendix is to provide concrete examples of how the
provisions of SB 415 would work. Under the terns of the bill, a PERS
retiree reemployed under the system would, upon subsequent retirement,
receive the benefit payments he or she was receiving plus an additional
pension. The additional pension, which takes into account the total
period of credited service, the employee®s highest earnings, and the value
of the original benefit, is eaual to the new formula benefit minus the old
formula benefit, including post retirement pension adjustments (PRPA®"s) on
the old formula benefit, plus adjustments for early retirees who become
reemplo.ved before normal retirement age and persons who select a level
income option and become reemployed before age 65. In these examDles, we
have assumed that the retiree has no outstanding indebtedness at the time

of retirement.

Example flo. 1: Assume that an employee selected normal retirement and was
appointed on July 1, 1.980, at age 55 with 17 years of PERS service and an
average monthly compensation of $2500. The formula benefit for this

person is $850.

Average monthly compensation x 26 x credited service = Formula benefit

$2,500 x %% x 17.0 years = $850
This individual received benefits for over two years before returning to
PERS employment. Because a 4W, PRPA was granted in both 1981 and 1982, the

formula benefit amount as of July 1, 1982, including PRPA"s, was $919.36.

$850 x .0816" (two 4" PRPA"s compounded) = $69.36



$69.36 + $850 = $919.36

The employee works for four years after becoming reemoloyed ata monthly
salary of $3,350in August of 1982 and then reapplies TI * noma."
retirement in 1986 with 21 total years of credited service and an average

monthly compensation of $3,350.

New FormulaBenefit =$3,350 x 2" x 2-.0 years = SI,407

New Formula Benefit - Old Formula Benefit

(includina PRPA"s) + Adjustment (if appropriate) « Additional

Benefi t

$1,407 - $919.36 = $487.64

Original Actual Renefit + Additional Benefit = New Total Benefit

$919.36 + S487.64 = $1,407

Example Mo. 2: Make the same assumptions as in the first example except
that the employee selected a 75* joint and survivor option upon initial
appointment to retirement (employee and spouse both 55 years old). The
formula benefits are the same as in the first example; however, the actual
original benefit was reduced using the reduction factor for the joint and
survivor option,

$350 x .86898 = $738.63



Adding the PRPA®"s on as before,
$733.63 x .0816 = $60.27
$60.27 + $738.63 = $798.90

gives the actual original benefit.

The employee selected a normal retirement for the second segment of
employment; the 75% joint and survivor remains in effect for the first

segment since retirement options are irrevocable.

Because the Tformula aenefits are the same as in the first examole, the

additional pension is the same and the new, actual benefit is

Original Actual Benefit + Additional Benefit = Mew Total Benefit

$798.90 + $487.64 = $1,286.54

Example Ho. 3: Assume that an employee is appointed to early retirement
on September 1, 1982, at age 53 with 13 yearsof PERS service and an
average monthly compensation of $3000. The formula benefit for  this
person is $780.

$3000 x 2% x 13.0 years = S780

The actual benefit would be reduced using the reduction factor for early
ret’rement,

$780 x .P49567 = $662.66

This 1is the actual original benefit since a PP.PAwas notqgranted in 1903.

The employee receives benefits for one year andis then reomoloved at a



monthly salary of $3,500 for one year,. The employee is retired again at
age 55 with an average monthly compensation of 53,167 (one year o S3,500

per month and two years 0 53,000 per month).

An actuarial adjustment is appropriate since the employee retired early
and then was reemployedprior to normal retirement aae; unlike under the
current law, the employee is compensated for the fact that benefits were
not received during the full early retirement period.

New Formula Benefit = S3,167 x %% x 14.0 years = 5886.76

Mew Formula Benefit - Old Formula Benefit + Adjustment = Additional

Benefit

3386.76 - 3780 € 345.06 = S151.32

Original Actual Benefit + Additional Benefit = New Total Senefit.

5662.66 + 5151.32 = 5814.48



ALASKA STATE LEGISLATURE

SENATE STATE AFFAIRS COMMITTEE POUCH V, JUNEAU 99811
SENATOR VIC FISCHER, CHAIRMAN (907) 4654954
MEMORANDUM
TO: All Senators

FROM: Senator Vic Fischer, Chair
Senate State Affairs Committi

RE: CSSB 415 (SA) Employment benefits under PERS and TRS

DATE: April 26, 1984

The purpose of tnis bill 1is to provide an incentive for retired Alaskans
to become reemployed. This bill would help take these people out of the
state retirement program ard put them in active employment, increase
their final benefits, and orovide the state with their experience as
long term alaskans.

CSSB 415 (State Affairs) amends the method for calculating retirement
benefits for members of the TRS or the PERS who have retired and sub—
sequently been reemployed under one of those systems.

This bill would allow contributions made during the members® period of
reemployment to be calculated in conjunction with their original contri—
butions to determine the retirement benefits for the second period of
retirement.

Under current law, the final retirement benefits for reemployed members
equal their original benefit before becoming reemployed and additional
benefit barad on their years of reemployment. Under CSSB 415 (SA), the
final retirement benefits equal the original benefit before becoming
reemployed, and the additional benefit based on the employees highest
earnings over the total period ~f creditea service less the original
benefit.

This bill also amends the reemployment benefit calculations for those
who chose early retirement or a level income option to ensure they would
not be discouraged from becoming reemployed.

The State Affairs Committee Substitute adds to the L"iwinal bill the
reemployment of retired persons under the Teachers Re\"rement System.
Sections 1 and 2 address the reemployment and benefits for the TRS,
Sections 3 and 4 which parallel sectirn 1 and 2 contain the original
language on the reemployment of PERS members.



All Senators
May 8, 1984
CSSB 415 (SA)
Page 2

Fiscal note dated 3/1/84

During FY "85, the total cost of the bill is $771.9 thousand dollars,
based on the assumption that approximately 2i% of all retirees would
exercise this option and that this would result in an average increase
of 20% in their benefit.



Section 1

Section 2

Section 3

Sectional Analysis of CS SB 415 (State Affairs)

would repeal and reenact AS 14.25.043 to allow a reemployed
TRS retiree to take advantage of higher salaries earned
during the period of reemployment. The original retirement
option selected would be irrevocable, but, in computing the
total benefit payable upon reappointment to retirement, the
employee®s highest earnings would apply to the total period
of credited service, not just to the period of
reemployment. This would work to further the purpose of
the system (AS 14.25.012) by encouraging qualified retirees
to return to covered employment. In addition, this section
would ensure that retirees who had selected early
retirement would not be disadvantaged by becoming
reemployed. As is done now, benefit payments would cease
and march,tory contributions would resura during the period

of reemployment.

would amend AS 14.25.167(e) to coincide with the new
language in section 1 of this bill. Although options
selected at retirement remain irrevoccble, employees in all
cases would have the freedom to select a different

retirement option for the period of reemployment.

would repeal and reenact AS 39.35.150 to allow a reenployed
PERS retire® co take advantage of higher salaries earned
during the jeriod of reemployment. The original retirement

option selected would be irrevocable, but, in computing the



Section 4

Section 5

total benefit payable upon reappointment to retirement, the
employee"s highest earnings would apply to the total period
of credited service, not just to the ©period of
reemployment. This would work to further the purpose of
the system (AS 39.35.010) by encouraging qualified retirees
to return to covered employment. In addition, this section
would ensure that retirees who had selected early
retirement or a level income option would not be
disadvantaged by becoming reemployed. As 1is done now,
benefit payments would cease and mandatory contributions

would resume during the period of reemployment.

would amend AS 39.35.450(e) to coincide with the new
language in section 3 of this bill. Although options
selected at retirement remain irrevocable, employees in all
cases would have the freedom to select a different

retirement option for the period of reemployment.

would make the bill effective July 1, 1984.



MEMORANDUM

T0: Members, Senate Finance Committee
FROM: Senator Vic Fischer
RE: CSSB 415 (SA) Employment benefits under PERS and TRS

DATE: April 26, 1984

CSSB 415 (State Affairs) amends the method for calculating retirement
benefits for members of the TRS or the PERS who have retired and sub—
sequently been reemployed under one of those systems.

This bill would allow contributions made during the members® period of
reemployment to be calculated in conjunction with their original contri—
butions to determine the retirement benefits for the second period of
retirement.

Under current law, the final retirement benefits for reemployed members
equal their original benefit before becoming reemployed and additional
benefit based on their years of reemployment. Under CSSB 415 (SA), the
final retirement benefits equal the original benefit before becoming
reemployed, and the additional benefit based on the employees highest
earnings over the total period of credited service less the original
benefit.

This bill also amends the reemployment benefit calculations for those
who chose early retirement or a level income option to ensure they would
not be discouraged from becoming reemployed.

The purpose of this bill is to provide an incentive for retired Alaskans
to become reemployed. This bill would help take these people out of the
state retirement program and put them in active employment, increase
their final benefits, and provide the state with their experience as
long term alaskans.

The State Affairs Committee Substitute adds to the original bill the
reemployment of retired persons under the Teachers Retirement Systenm.
Sections 1 and 2 address the reemployment and benefits for the TRS.
Sections 3 and 4 which parallel section 1 and 2 contain the original
language on the reemployment of PERS members.

Due to the technical nature of this bill, 1 have asked a representative
from the Division of Retirement to be here to answer any questions you
might have.



Members, Senate Fir.ance Committee
April 26, 1984

CSSB 415 (SA)

Page 2

Fiscal note dated 3/1/84

During FY "85, the total cost of the bill is $771.9 thousand dollars,
based on the assumption that approximately 2j% of all retirees would
exercise this option and that this would result in an average ;ncrease
of 20« in their benefit.



Section 1

Section 2

Section 3

would repeal and reenact AS39.35.150 to allow a reemployed
PERS retiree totake advantage of higher salaries earned
during the period of reemployment. The original retirement
option selected would be irrevocable, but, in computing the
total benefit payable upon reappointment to retirement, the
employee®s highest earnings would apply to the total period
of credited service, not just to the period of
reemployment. This v/ould work to further the purpose of
the system (AS 39.35.010) by encouraging qualified retirees
to return to covered employment. In addition, i.his section
would ensure that retirees who had selected early
retirement ora level income option would not be
disadvantaged by becoming reemployed. As is done now,
benefit payments would cease and mandatory contributions

would resume during the period of reemployment.

would amend AS 39.35.450 (e) to coincide with the new
language in Section 1 of this bill. Although options
selected at retirement remain irrevocable, employees in all
cases would have the freedom to select a different

retirement option for the period of reemployment.

would make the bill effective July 1, 1984.

t>vV (<7100 OFfF-e&V-gWgNlI



Appendix to Sectional Analysis of SB 415

The purpose of this appendix is to provide concrete examples of how the
provisions of SB 415 would work. Under the terms of the bill, a PERS
retiree reemployed under the system would, upon subsequent retirement,
receive the benefit payments he or she was receiving plus an additional
pension. The additional pension, which takes into account the total
period of credited service, the employee"s highest earnings, and the value
of the original benefit, is eaual to the new formula benefit minus the old
formula benefit, including post retirement pension adjustments (PRPA"s) on
the old formula benefit, plus adjustments for early retirees who become
reemployed before normal retirement age and persons who select a level
income option and become reemployed before age 65. In these examples, we
have assumed that the retiree has no outstanding indebtedness at the time

of retirement.

Example Mo. 1: Assume that an employee selected normal retirement and was
appointed on July 1, 1980, at age 55 with 17 years of PERS service and an
average monthly compensation of $2500. The formula benefit for this

person is $850.

Average monthly compensation x 2? x credited service = Formula benefit

$2,500 x %% x 17.0 years = $850
This individual received benefits for over two years before returning to
PERS employment. Because a 45 PRPA was granted in both 1981 and 1982, the

formula benefit amount as of July 1, 1982, including PRPA's, was $919.36.

$850 x .0816?. (two 4? PRPA"s compounded) = $69.36



$69.36 + $850 = $919.36

The employee works for four years after becoming reemployed at a monthly
salary of $3,350 in August of 1982 and then reapplies for normal

retirement in 1986 with 21 total years of credited service and an average

monthly compensation of $3,350.

New FormulaBenefit = $3,350 x 2% x 21.0 years = $1,407

New Formula Benefit - Old Formula Benefit
(includinci PRPA®"s) + Adjustment (if appropriate) = Additional

Benefi t

$1,407 - $919.36 = $487.64

Origin.l Actual Benefit + Additional Benefit = New Total Benefit

$919.36 + $487.64 = $1,407

Example No. 2: Make the same assumptions as in the first example except
that the employee selected a 75% joint and survivor option upon initial
appointment to retirement (employee and spouse both 55 years old). The
formula benefits are the same as in the first example ""owever, the actual
original benefit was reduced using the reduction factor for the joint and

survivor option,

$850 x .86898 = $738.63



Adding the PRPA"s on as before,
$733.63 x .0816 = $60.27
$60.27 + $738.63 = $798.90

gives the actual original benefit.

The employee selected a normal retirement for the second segment of
employment; the 79% joint and survivor remainsin effect for the first

segment since retirement options are irrevocable.

Because the formula benefits are the same as in the first example, the

additional pension ir the same and the new, actual benefit is

Original Actual Benefit + Additional Benefit = New Total Benefit

$798.90 + $487.64 = $1,286.54

Example No. 3: Assume that anemployee 1is appointed to early retirement
on September 1, 1982, at age 53 with 13 years of PERS service and an
average monthly compensation of $3000. The formula benefit for this

person is S780.

$3000 x 2% x 13.0 years = $780

The actual benefit would be reduced using the reduction factor for early

retirement,

$780 x .849567 = $662.66

This 1is the actual original benefit since a PP.PA was not granted in 1983.

The employee receives benefits for one year and is then reemployed at a



monthly salary of $3,500 for one year. The employee is retired again at
age b55with an average monthly compensation of $3,167 (one year @ $3,500

per month and two years 0 $3,000 per month).

An actuarial adjustment is appropriate since the employee retired early
and then was reemployed prior to normal retirement age; unlike under the
current law, the employee is compensated for the fact that benefits were
not received during the full early retirement period.

New Formula Benefit = $3,167 x 2% x 14.0 years = $886.76

New Formula Benefit - Old Formula Benefit + Adjustment = Additional

Benefit

$386.76 - $730 + $45.06 = $151.82

Original Actual Benefit + Additional Benefit = New Total Benefit

$662.66 + $151.82 = $814.48
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to claim credited service under this subsection unless he is reemployed
as an active member and claims the credited service before February
1, 1982. Service as an elected official with an employer constitutes
employment as an active member so long as no waiver of coverage
under (a) of this section is in effect.

(€)  An elected official included in the system and his employer are
liable for contributions whenever he is an elected official unless a
waiver of coverage under (a) of this section is in effect. (8 2 ch 155 SLA
1966; am § 3 ch 159 SLA 1972; am § 1 ch 254 SLA 1976; am 8§ 19 ch
128 SLA 1977; am 88§ 8, 9 ch 82 SLA 1979; am § 28 ch 146 SLA 1980)

Effect of amendments. — The 1976
umendmcnt added subsections (dland (e).

The 1977 amendment substituted "an
employer” for "n participating employer"
at the end of subsection (b).

The 1979 amendment inserted "other
than a state legislator who is an active
member of the teachers’ retirement
system" in the introductory language of

The 1980 amendment, effective January
1, 1981, rewrote the section.

Editor's note. — Section 46, ch 146,
SLA 1980, effective January 1, 1981,
provides: "AS 39.35.125 (a), as reenacted
in § 28 of this Act, applies to an elected
official holding office on or after January
1, 1981, even though he may have
assumed office before that date."

subsection (a) and in subsection (c).

Sec. 39.35.130. Termination of participation.
Repealed by § 55 ch 128 SLA 1977.

Editor's note. — The repealed section
derived from § 5, ch. 143, SLA 1960.

Sec. 39.35.140. Re-employment of former employees.
Repealed by § 55 ch 128 SLA 1977.

Editor's note. -- The repealed section
derived from S 6, ch. 143, SLA 1960.

Sec. 39.35.150. Re-employment of retired employees. If a
retired employee subsequently becomes an active member, no benefit
payments will be mnde during the period ofre-employment. During the
period of re-employment, deductions from the employee’s salary will be
made in accordance with AS 39.35.160. Upon subsequent retirement,
the retired employee is entitled to receive an additional pension based
on the credited service and the average monthly compensation earned
during the period of re-employment in accordance with AS 39.35.370.
(8 7 ch 143 SLA 1960; am 8§ 4 ch 109 SLA 1970; am § 4 ch 159 SLA
1972; am 8§ 11 ch 1 SLA 1974; am § 20 ch 128 SLA 1977)

Effect of amendment. — Tho 1977
amendment rewrote this section.

Legislative history report. — For
report on ch. 159, SLA 1972 (FCCS HCS

CSSB 264), boo 1972 Mouse Journal, p.
02-.

Election to state legislature. — A
retired state employee was considered



& 39.35.153

"re-employed” by the state on a "regular
full-time basis” if he were elected to the
state legislature. 1965 Op. Atty Gen., No.
4, issued prior to the 1977 amendment.
But see AS 39.35.125.

A former territorial employee, retired

Sec. 39.35.153. Army and air

Public Officers and Employees

§30.35.157

under the Public Employees Retirement
Act of 1949, was entitled to receive both
his salary as a legislator and his
retirement benefits while he served in the
state legislature. 1965 Op. Att'y Gen., No.
4, issued prior to the 1977 amendment.

national guard employees.

Regular full-time civilian employees of the Alaska Army National
Guard and Air National Guard, whose entire salary is paid from
allotted federal funds, are included in this system, ifthe federal or state
government pays the employer’s contributions. If the amount which
the federal government may legally contribute to the system is lower
than the required employer’s contribution, the state government shall
contribute the difference. If the employer’s contributions are not paid
when due, no service credit for the period of delinquency will be
granted until the contributions are paid. (§ 1 ch 53 SLA 1965)

Sec. 39.35.154. North Pacific Fishery Management Council
employees. Employees of the North Pacific Fishery Management
Council appointed under 16 U.S.C. 1852(f)(1) (8 302(f)(1) of P. L.
94-265), whose compensation is paid from allotted federal funds, are
included in the system ifthe council pays the employer’s contributions.
If the employer’s contributions are not paid when due, no credited
service for the period of delinquency may be granted until the

contributions are paid. (8 1ch 86 SLA 1977)

Legislative history report. — For
report on ch. 86, SLA 1977 (CSSB 135), see

1977 House Journal, p. 1206; 1977 Senate
Journal, p. 535.

Sec. 39.35.155. Former magistrates. [Obsolete]

Devisor's note. - This section is
obsolete. It reads an follows: "A magistrate
who terminated his employment before
July 1, 1977 may be included retroactively
in the system and receive service credit for
time previously served as a magistrate if,

Sec. 39.35.157. Alaska State
[Obsolete]

Hovisor's note. — This section is
oh.ioloto. It rends as follows: "An employee
of the Alaska Stale Office in Tokyo (AS
44.19.082) who, before July 1, 1979, was
not treated as being included in the system
may be included retroactively in the
system and receive service credit lime
previously served no an employee if, before
July 1, 1980, he authorizes the stale to
contribute to the system the amount bold

before July 1, 1978, he mnkes retroactive
contributions equal to what he would have
mode if he had been participating in the
system."”

Editor's note. — The obsolete section
derived from li 21, ch. 128, SLA 1977.

Office in Tokyo employees.

by the stale on bis behalfin an individual
account in the Fnr East severance account
in the Department of Administration. If
Llut employee does not elect to be included
in the system retroactively, the statu shall
pay the employee the amount held by the
slate on the employee's behalf in the Far

' East severance account on July 1, 1980, at
the rato of 300 yen to one dollar.”



Bentence, and added the third sentence. In
subsection (c), the amendment substituted
"surviving childs” for "survivor’s" in the
present first sentence, "for the month” for
"on the first day of the month” in the
present first and second sentences, and

"surviving spouse  or child” for
"beneficiary" in the present second
sentence.

The 1977 amendment in subsection (b),
substituted "disubled" for "retired" und
"benefit” for "pension”in the first sentence
and "dependent children of the employee"
for "children of the employee, including

those adopted, who are either under 19
years old or under 23 years old and
registered at and attending on a full-time
basis an accredited educational or
technical institution recognized by the
Department of Education” in the second
sentence. The amendment also rewrote
subsection <c>, and repealed subsection (d),
which read "Payment of benefits under
this section shall be reduced by any
workman’s compensation or  wage
continuation  payments  which are
available to the survivors and which are
attributable to the employers.”

Sec. 39.35.450. Joint and survivor option, (a) Benefits payable
under this section are in place of benefits payable under AS 39.35.370.
Upon filing an application with the administrator, an employee may
designate his or her spouse or a dependent approved by the
administrator as the contingent beneficiary. The benefit shall be
determined in accordance with one of the following options elected:

(1, the employee is entitled to receive a reduced benefit payable for
life, and payments in the amount of 75 percent of the reduced benefit
shall, after the employee’s death, be continued to the contingent
beneficiary for life;

(2) the employee is entitled to receive a reduced benefit payuble for
life, and payments in the amount of 50 percent of the reduced benefit
shall, after the employee’s death, be continued to the contingent
beneficiary for life;

(3) the employee is entitled to receive a reduced benefit payable
during the joint lifetime of the employee and the contingent
beneficiary, and payments in the amount 0f66% percent ofthe reduced
benefit shall, after the death of either the employee or the contingent
beneficiary, be continued to the survivor for life.

(b) The aggregate of the pension payments expected to be paid to an
employee and his contingent beneficiary under the options set out in
(a) ofthis section shall be the actuarial equivalent of the pension which
the employee is otherwise entitled to receive upon retirement.

() An employee may elect, change, or revoke an option without the
approval of the administrator if his election, change, or revocation is
filed in writing with the administrator before the effective date 'f his
retirement.

(d) A member, including a deferred vested member, may, regardless
of his age, elect a joint and survivor option any time before
appointment to receive a retirement benefit.

(e) If either the employee or contingent beneficiary dies before the
employee is oppointed to retirement, the election becomes inoperative.
Once the employee is appointed to retirement, the election is
irrevocable. If a retired employee is reemployed and is subsequently
reappointed to retirement, those benefits earned during the period of

100
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reemployment are subject to the initial election made under this
section, unless the contingent beneficiary is deceased. Ifthe contingent
beneficiary is deceased, the benefits earned during the period of
reemployment are subject to AS 39.35.370 or this section if another
contingent beneficiary was elected during the period of reemployment.
All other benefits earned during prior periods of employment are
subject to the election at the time the employee was appointed to
retirement. If death occurs from nonoccupational causes during the
period of reemployment, those benefits earned while reemployed are
subject to AS 39.35.420(b). All other benefits earned during prior
periods of employment are subject to the election at the time the
employee was appointed to retirement. If death occurs from
occupational causes during the period of reemployment, all benefits
earned during all periods ofemployment are subject to AS 39.35.430(b)
and (c). (8 26 ch 143 SLA 1960; am § 8 ch 235 SLA 1968; am 8§ 12 ch
159 SLA 1972; am 88 24 — 26 ch 1 SLA 1974; am § 6 ch 81 SLA 1976;
am § 45 ch 128 SLA 1977)

Effect of amendments. — The 1976 The 1977 amendment icvrote this
amendment repealed subsection (c), section,
providing when an election made under
thi | section becomes inoperative.

Sec. 39.35.451. Spouse survivor benefits under Public
Employees Retirement Act of 1949. A person whose spouse is
receiving retirement benefits under the Public Employees Retirement
Actof 1949 on July 1,1972 is entitled to survivor benefits for life in the
amount of the retirement benefits received by the retired employee. (8
13 ch 159 SLA 1972)

Sec. 39.35.460. Level income option. If the payment of an early
retirement pension begins before the earliest age as of which the
employee becomes eligible for a primary social security benefit, the
amount of pension payable before and after that age may be adjusted
so that an increased amount will be paid before the time that social
security benefits become available and a reduced amount after that
time, so that the employee will receive a level retirement income. The
aggregate value of all adjusted payments, however, shall not exceed
the actuarial equivalent of the value of the pension otherwise payable
to (be employee. (8 27 ch 143 SLA 1960)

Sec. 39.35.470. Other forms of payment. If a pension payable
under the system is less than $25 a month, the board may direct that,
instead of the pension, the actuarial equivalent of it shall be paid in a
lump sum, 0™ :n a series of uniform monthly, quarterly, or annual
amounts for i r for a designated period of time. (8 28 ch 143 SLA
1960)
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STATE OF ALASKA 1984 LEGISLATIVE SESSION

FISCAL MOTE

[Revision Date:"
(Page 1 of 2)

REQUEST FISCAL DETAIL
Bill/Resolution No.; SB 415 Agency Affected: All State Agencies
Title: MAn Act relating to PERS" Program Category Affected: PERS

Sponsor: Ray
Requestor:
Date of Request:

BRU, Program or Subprogram(s) Affected:

EXPENDITURES/REVENUES:  (Thousands of Dollars)

Operating

100 Personal Svcs
100 Rtmnt & Bnfts
200 Travel

300 Contractual
400 Supplies

500 Equipment

600 Land & Struct
700 Grants, Claims
700 TRS Match
TOTAL OPERATING |

CAPITAL
REVENUE

FUNDING:  (Thousands
General Fund

Federal Funds

Other

Total

POSITIONS:
Full-Time
Part-Time
Temporary

FY 84 FY 85 FY 86 FY 87 Fy 88 f FY 89
i
-0- 328.9 355.2 383.7 414.4 1 447.5
1
1
i
1
!
1
-0- 328.9 355.2 383.7 414.4 i 447.5
of Dollars)
-0- 297.3 321.1 346.8 374.5 404 .5
15.1 16.3 17.6 19.6 20.6
16.5 17.8 10.3 20.3 22.4
3.2a," 355.2 382,7... 414.4 . 447 .5

SOURCE OF FUNDS TO OFFSET IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis.

Prepared By: J-K. Humphrey/~"~n"n~y N A_fhone: 465-4460

Division: Retirement g”"Bfenefits # Date: 2-16-84
Approved by Commissioner: |j«a R u d d Date:
Agency: Department of Admini”~trWion

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor

Requestor

Office of Management and Budget
Impacted Agency(ies)
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Senate Bill 415
Fiscal Note Analysis

Prepared by the Division of Retirement & Benefits

IV Analysis:

Department of Administration

February 17, 1984

Passage of this bill would allow retirees in the Public
Employees™ Retirement System (PERS) to be reemployed with
a participating employer and use the highest salaries over
their entire period ofservice under the PERS for
calculating their additional benefit. We have estimated
that approximately 2\% of all retirees would exercise this
option and that it would result in an average increase of
20% in their benefit.

This 1is estimated to result in a .07% increase in the PERS
employer contribution rate. The PERS state salaries for
FY 85 are estimated to be $469,898,512.00.

The present value of the ~cost of this bill is
$2,380,000.00; this would produce a .29% decrease in the
funding ratio.



The purpose of this appendix is to provide concrete eAamples of how the
provisions of SB 415 would work. Under the terms of the Dill, a PERS
retiree reemployed under the system would, upon subsequent retirement,
receive the benefit payments he or she was receiving plus an additional
pension. The additional pension, which tokes 1into account the total
period of credited service, the employee"s highest earnings, and the value
of the original benefit, is equal to the new formula benefit minus the old
formula benefit, including PRPA*S on the old formula benefit, plus
adjustments for early retirees who become reemployed before normal
retirement age and persons who select a level income option and become
reemployed before age 65. In these examples, we have assumed that the

retiree has no outstanding indebtedness at the time of retirement.

Example No. 1: Assume that an emp’oyee selected normal retirement and was
appointed on July 1, 1980, at age 55 with 17 years of PERS service and an
average monthly compensation of $2500. The formula benefit for this

Derson is $850.

Average monthly compensation x 26 x credited service = formula benefit

$2,500 x 2% x 17.0 years = $850

This individual received benefits for over two years before returning to
PERS employment. Because a 4% post retirement pension adjustment (PRPA)
was granted in 1981 and 1982, the formula benefit amount as of July 1,

1982, including PRPA"s, was $919.36.

$850 x .0816% (two 4% PRPA"s compounded) = $69.36



The employee works for four years after becoming reemployed at an annual
salary of $3,3?"* in August of 1982 and then reapplies for normal
retirement in 1986 with 21 total years of credited service and an average

monthly compensation of $3350.

New Formula Benefit = $3350 x 2% x 21.0 years = $1407

Additional Benefit = New Formula Benefit - Old Formula Benefit

(including PRPA"s) + Adjustment (if appropriate)

$487.64 = $1407 - $919.36

Total Benefit = Original Benefit + Additional Benefit

M 07 = $919.36 + $487.64

Example No. 2: Make the same assumptions as in the first example except
that the employee selected a 75% joint arj survivor option upon initial
appointment to retirement (employee and spouse both 55 years old). The
formula benefits are the same as in the first example; however, the actual
original benefit was reduced using the reduction factor for the joint and

survivor option,

$850 x .86898 = $738.63



$738.63 x .0816 = $60.27
$60.27 + $738.63 = $798.90

gives the actual original benefit.

The employee selected a normal retirement for the second segment of
employment; the 75% joint and survivor remains in effect for the first

segment since retirement options are irrevocable.

Since the formula benefits are the same, the additional pension is the

|
same and the new, actual benefit is

New Actual Benefit = Original Actual Benefit + Additional Benefit

$1,286.54 = $798.90 + $487.64



Public Employees Retirement Syslem
crp AN H ¥ Teachers' Retirement System
Judicial Retirement System
Elected Public Olliccrs Retirement System
National Guard Retirement System
ey

Territorial Retirement System
Retirees' Voluntary Dental-VislonAudio Plan

Suppl tal Benefits Syst
DEPARTMENT * F ADMINISTRATION Grgleg eHn(:fglrt]ha}Lileerl]neslu?anycse eBr'eqnefits
DIVISION OF RETIREMENT & BENEFITS Deferrej Compensation Plan o
POUCH CR Public Employors Social Security Contributions

JUNF.AU, ALASKA 99811
Bill Sheffield, Governor

(907) 465-4460

February 27, 19E4

Honorable Vic Fischer
Chairman

State Affairs Committee
Pouch V

Juneau, AK 99811

Cccl Mr. Chairman:

This letter 1is to supply you with an estimate of the fiscal impact of
including Teachersl Retirement System (TRS) members under the provisions
of SB 415. These figures are tentative pending receipt, draft substitute
bill for review.

As in our current fiscal note to SB 415, we have estimated that
approximately 2i% of all retirees in both PERS and TRS would exercise this
option and that it would result in an average increase of 20% of their
benefit. This 1is estimated to result in a .07% increase 1in the PERS
employer contribution rate for an FY 85 cost of $328,900.00 based on an
estimated FY 85 PERS salary of $469,878,512.00. The TRS employer
contribution rate would increase by approximately .1% of FY 85 Tilt
estimated Sta” salaries of $379,349,180.00, yielding an FY 85 TRS cost of
approximately $443,000.00. The total FY 85 estimated state cost would be
$771,900.00.

If we can be of any further assistance, please contact nme.

JKH/sT

cc: Commissioner Lisa Rudd
Eleanor Andrews
Rebecca Burch

02-B4LH

Cost estimate t& s iwclis/dlj



Senate Committee on State Affairs

Vic Fischer. Chair « Pouch @
Juneau, Alaska 99811

Official Business (907) 4t>5-4954
MEMORANDUM
",0: Senate State Affairs Comm®ttee - —=
< [\
FROM: Senate State Affairs Committee Staff )
RE: SB 415 Reemployment of retired PERS members
DATE: February 21, 1984

SB 415 addresses reemployment of retired members of the PERS by any
participating employer. This bill would allow contributions made by those
members during their period of reemployment to be calculated along with their
original contributions to determine benefits for their second retirement.

Upon retiring the second time, the employee would receive a pension adjusted
to reflect their second period of retirement outlined on page 1, (b) of the
bill.

The employee would not be able to change their original retirement option,
but may choose a different retirement option for the period of reemployment.

The bill also amends the reemployment benefit calculations for those who
chose early retirement or a level income option to ensure they would not be
discouraged from becoming reemployed.

The bill has a July 1, 1984 effective date clause.

Fiscal information

During FY "85, the impact of this bill is $328.9 thousand dollars.

Back-up information

A sectional analysis with appendix from the Division of Retirement.

A fiscal note from the department of Administration.
A copy of relevant statutes.



Official Business

(907) 465-4954

MEMORANDUM

TO: Senate State Affairs Committee
FROM: Senate State Affairs Committee Staff

RE: CSSB 415 (state affairs) reemployment benefits for TRS and PRS
members

DATE: February 28, 1984
This bill was carried over frr» 1»st Thursday"s meeting. The Committee
requested the Division of Reti. . nt to provide the costs of including

TRS members under this bill (se.v attached letter from the division).

The proposed committee CS expands SB 415 to include the reemployment of
retired persons under TRS.

Section 1 and 2 address reemployment and benefits for TRS. Sections 3
and 4 which parallel sections 1 and 2 contain the original language on
the reemployment of PERS members.

New fiscal information

The estimated cost for® including TRS members is $443,000 thousand
for FY 185.

New back-up information

Letter from the Division of Retirement



- ; K

Section 1

Section 2

Section 3

would repeal and reenact AS 39.35.150 to allow a reemployed
PERS retiree to take advantage of higher salaries earned
during the period of reemployment. The original retirement
option selected would be irrevocable, but, in computing the
total benefit payable upon reappointment to retirement, the
employee®s highest earnings would apply to the total period
of credited service, not just to the period of
reemployment.  This would work to further the purpose of
the system (AS 39.35.010) by encouraging qualified retirees
to return to covered employment. In addition, this section
would ensure that retirees who had selected early
retirement or a level income option would not be
uisadvantaged by becoming reemployed. As is done now,
benefit payments would cease and mandatory contributions

would resume during the period of reemployment.

would amend AS 39.35.450 (e) to coincide with the new
language in Section 1 of this bill. Although options
selected at retirement remain irrevocable, employees in all
cases would have the freedom to select a different

retirement option for the period of reemployment.

would make tne bill effective July 1, 1984.



Appendix to Sectional Analysis of SB 415

The purpose of this appendix is to provide concrete examples of how the
provisions of SB 415 would work. Under the terms of the bill, a PERS
retiree reemployed under the system would, upon subsequent retirement,
receive the benefit payments he or she was receiving plus an additional
pension. The additional pension, which takes into account the total
period of credited service, the employee"s highest earnings, and the value
of the original benefit, is eaual to the new formula benefit minus the old
formula benefit, including post retirement pension adjustments (PRPA"s) on
the old formula benefit, pius adjustments for early retirees who become
reemployed before normal retirement age and persons who select a level
income option and become reemployed before age 65. In these examples, we
have assumed that the retiree has no outstanding indebtedness at the time

of retirement.

Example No. Iv Assume that an employee selected normal retirement and was
appointed on July 1, 1980, at age 55 with 17 years of PERS service and an

average monthly compensation of $2500.. The formula benefit for this

person 1is $850.

Average monthly compensation x 2% x credited service = Formula benefit

$2,500 x 2% x 17.0 years = $850
This individual received benefits for over two years before returning to
PERS employment. Because a PRPA was granted in b ,th 1981 and 1982, the

formula benefit amount as of July 1, 1982, including PRPA"s, was S$919.36.

$850 x .0816" (two 4" PRPA"s compounded) = S69.36



The employee works for four years after becoming reemployed ata monthly
salary of S3,350in August of 1982 and then vreapplies 1jr normal
retirement in 1986 with 21 total years of credited service and an average

monthly compensation of $3,350.

New Formula Benefit = $3,350 x 2% x 21.0 years = 5T,407

New Formula Benefit - Old Formula Benefit
(includino PRPA"s) + Adjustment (if appropriate) = Additional

Benefit

$1,407 - S919.36 = $487.54

Original Actual Benefit + Additional Benefit = New Total Benefit

$919.36 + $487.64 = $1,407

Example No. ?.. Make the same assumptions as in the first example except
that the employee selected a 752 joint and survivor option upon initial
appointment to retirement (employee and spouse both 55 years old). The
formula benefits are the same as in the first example; however, the actual
original benefit was reduced using the reduction factor for the joint and

survivor option,

$850 x .86898 = $738.63



Adding the PRPA"s on as before,
$733.63 x .0816 = $60.27
$60.27 + $738.63 = $798.90

gives the actual original benefit.

The employee selected a normal retirement for the second segment cf
employment; the 75% joint and survivor remainsin effect for the first

=_egrent since retirement options are irrevocable.

Because the formula benefits are the same as in the first example, the

additional pension 1is the same and the new, actual benefit is

Original Actual Benefit + Additional Benefit = New Total Benefit

$798.90 + $487.64 » $1,286.54

Example Mo. 3: Assume that anemployee 1is appointed to early retirement
on September 1, 1932, n age 53 with 13 years of PERS service and an
average monthly compensation of $3000. The formula benefit for this
person is $780.

$3000 x 2% x 13.0 years = $780

The actual benefit would be reduced using the reduction factor for early

retirement,

S780 x .849567 = $662.66

This is theactual original benefit since a PRPA was not granted in 1983.

The employee receives benefits for one year and is then reemployedat a
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monthly salary of $3,500 for one year. The employee 1is retired again at
age 55 with an average monthly compensation O' j3,167 (one year 0 $3,500

per month and two years @ $3,000 per month).

An actuarial adjustment is appropriate since the employee retired early
and then was reemployed prior to normal retirement age; unlike under the
current law, the employee is compensated for the fact that benefits were
not received during the full early retirer period.

New Formula Benefit= $3,167 x 2b6x 14.0 years = $886.76

New Formula Benefit - OIld FormulaBenefit + Adjustment =Additional

Benefit

$886.76 - $780 + $45.06 = $151.82

Original Actual Benefit + Additional Benefit = New Total Benefit

$662.66 + $151.82 $814.48

X
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March 12, 1984

Honorable Vic Fischer

Chairman

Senate State Affairs Committee
Pouch V

Juneau, AK 99811

Dear Chairman Fischer:

Following the hearing on CSSB 415(SA) in the Senate State Affairs
Committee, you requested a letter that would show how an employer can save
money on retirement by reemploying a retiree rather than a new employee.
The following example will not only show how the employer can save but
also how the reemployed retiree ould benefit from the provisions of CSSB
415(SA).

Assume f"at a 60 year old retiree with 20years of service in the Public
Employeesl Retirement System (PERS) and afinal average salary of $3,000
per month 1is reemployed in the PERS at a salary of 3$4,000 per month. The
employee®s monthly benefit of $1,200 (20 x 2% x $3,000) is stopped upon
reemployment under both the current law and CSSB 415(SA). The major
medical coverage, with a current monthly premium of $156, 1is also stopped
during reemployment. If we further assume that the employee works for
five years, until age 65, and then retires again,the present valueof the
savings to the system at the second retiren ;nt resulting from the benefit
and medical coverage being stopped would be $71,453. To show the amount
saved, we need to compare this figure with the present value of the
benefit incr”se resulting from the period of reemployment under current
law and under the provisions of CSSB 415(SA).

Under current law, the additional monthly benefit would be computed by
multiplying the five additional years of service times 2% times the $4,000
monthly salary; this $400 additional monthly benefit would have a present
actuarial value at the time of reemployment of $26,595. Taking the
difference between the $71,453 of savings from stopping benefits, we see
that the net savings for the system is $44,858.

Under the provisions of CSSB 415(SA), the additional benefit resulting
from tne period of reemployment would be greater because the higher,
$4,000 monthly salary during the period of reemployment can be "applied"
to the earlier service. Under CSSB 415(SA), tne additional monthly
benefit would be:

02-B4LH



Honorable Vic Fischer
March 12, 1984
Page 2

(total service) 25 years x 2 % x (salary) $4,000 = $2,000
less the amount of the original benefit -$1,200
additional monthly benefit from reemployment $ 800

The actuarial present value of this benefit at the time of reemployment,
over the expected life of the retiree, 1is $53,184. Again taking the
difference between this figure and the savings resulting from stopping the
benefit during the period of reemployment, we see that the system has
still saved $18,289.

The point that I hope this example illustrates is that the reemployment of
retirees can result 1in savings under both the current law and CSSB
415(SA). If other factors are equal, the same or greater savings would
result under current law; however, if more retirees reentered service in
the system as a result of the proposed change, savings there could reduce
the estimated fiscal impact.

Please let me know if you would like further information.

Sincerely,

J.K. Humphreys
Director

JKH/mm

cc: Members of the Senate State Affairs Committee
Eleanor Andrewr
Rebecca Bu.rb



March 29, 1984

Honorable Vic Fischer

Chairman

Senate State Affairs Committee
Pouch V

Juneau, AK 99811

Dear Mr. Chairman:

The Public Employees®™ Retirement Board, at its spring meeting in Juneau on
March 28, 1984, unanimously passed a motion in support of CSSB 415 (SA).

The Board believes that this bill will not only further the purpose of the
Public Employees®™ Retirement System (PERS) but will also remove an
existing 1inequity. The bill would remove some of the disincentive for
quali® ed retirees to return to PERS employment by allowing them to apply
their .ighest earnings to the total period of credited service, not just
to the reemployment period. It would preserve the irrevocability of
retirement options, thereby keeping the cost of joint and survivor options
at an affordable level for members, and allow members freedom to select a
different retirement option for the period of reemployment. In addition,
the bill would remove an existing inequity in the law which disadv ntages
early retirees who return to employment during the early retirement period
and those who have chosen a level income option who return to employment
before age 65.

We respectfully request your support of CSSB 415 (SA) which we believe is
beneficial for the members and fiscally responsible for the system.

Thank you.

Sincerely

Public Employees®™ Retirement Board
Board Members:

Ben Humphries
Marlene Johnson

Mary Notar
J.P. "Pat"™ Wellington

cc: PERS Board Members
Rob Johnson
Eleanor Andrews
Ken Humphreys



MEMORANDUM

TO: Senate State Affairs Committee

FROM: Senate State Affairs CommitteeStaff

RE: SB 415Reemployment of retired PERS members
DATE: February 21, 1984

SB 415 addresses redeployment of retired members of the PERS by any
participating employer. This bill would allow contributions made by those
members during their period of reemployment to be calculated along with their
original contributions to determine benefits for their second retirement.
Upon retiring the second time, the employee would receive a pension adjusted
to reflect their second period of retirement outlined on page 1, (b) of the
bill.

The employee would not be able to change their original retirement option,
but may choose a different retirement option for the period of reemployment.

The bill also amends the reemployment benefit calculations for those who
chose early retirement or a level income option to ensure they would not be
discouraged from becoming reemployed.

The bill has a Only 1, 1984 effective date clause.

Fiscal information

During FY "85, the impact of this bill is $328.9 thousand dollars.

Back-up information

A sectional analysis wiuh appendix from the Division of Retirement.

A fiscal note from the department of Administration.
A copy of relevant statutes.



which are bused on retroactive creaitea service uuuci who OUUUVWV«.~,
(8 17 ch 143 SLA 1960; am § 4 ch 80 SLA 1964; am 8§ 5,6 ch 155 SLA

1966; am 8§ 4 ch 235 SLA 1968; am

8 1ch 55 SLA 1973; am 88 1,2 ch

26 SLA 1974; am 88 1,2 ch 245 SLA 1976; am §8 31 — 33 ch 128 SLA

1977; am 88 1, 7 ch 174 SLA 1978;

am 8§ 3 ch 81 SLA 1979; am § 10

ch 82 SLA 11979; am §§ 31, 32, 41 ch 146 SLA 1980)

Revlsor’s note. — Subsection (a) ofthis
section apparently has no effect after
January 1, 1930, since it applies only to
employees employed before that date.

Subsection (g) of this section apparently
has no effect after July 1, 1980, since
credited service under this subsection
must have been claimed by that date.

Effect of amendments. — The 1976
amendment, among other things, added
the language beginning "and heavy
equipment operators” to the end of that
sentence, and added subsection (e).

The 1977 amendment, among other
things, substituted "credited service for
employment before January 1, 1961” for
"service credit for prior service" and "this
chapter” for "this system for the period of
prior service credit" in subsection (b) and

Article 6.

Section

370. Retirement benefits

380. (Repealed)

385. Conditional service retirement
benefits

390. IRcpoalcd)

395. Voluntury contribution benefit

400. Nonoccupational disability pensions

410. Occupational disability pensions

420. Nonoccupational death benefits

430. Occupational death bunufit

440. Deuth after occupational disability

450. Joint ond survivor option

451. Spouse survivor benefits under
Public Employees Retirement Act of
1949

460. Level incomo option

470. Other forms of payment

475. Post-retirement pension ngju:tment

See. 39.35.370. Retirementben

substituted "credited service" for "service
credit" in the first and second sentences of
subsection (e).

The 1976 amendment,
things, added subsection (f).

The second 1979 amendment added
subsection (g).

Sections 31 and 32, ch. 146, SLA 1980,
rewrote subsection (a) and added
subsection (h). Section 41 of ch. 146,
effective January 1, 1981, repealed
subsection (c).

Editor's note'. — Section 15, ch. 82,
SLA 1979 provides that AS 39.35.360(g)
applies to a temporary employee of the
Eleventh Legislature, First Session, even
though he may not be an employee under
the public employee’s retirement system
on July 1, 1979.

among other

Benefits.

Section

480. Cost-of-living allowance

485. Minimum benefit

490. Designation of beneficiary

495. Time limit for opplication

500. Sufeguard of employee funds held by
tho system

Voluntary waiver of benefits

Adjustments

Waiver of adjustments

Limitation on use of credited service
us peucc officer or firemen

Limit on pension

Medical benefits

Minimum benefit

(Repealed |

Tax exemption

Effect of amendments

510.
520.
522.
525.

530.
535.
540.
546.
546.
547.

efits, (n) Ateiminated employee is

eligible for a normal retirement benefit (1) at age 55 with at least five
years -credited service, or (2) with at least 20 years of credited service

as a peaco officer or fireman, or (3)
service for all other employees,

(b)

with at least 30 years of credited

A terminated employee is eligible for an early retirement benefit

at age 50 with at least five years credited service.

91
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(c)'The monthly amount ofa retirement benefit for a peace officer or
fireman is two per cent ofthe average monthly compensation times the
years of credited service up through 10 years, plus two and one-halfper

.cent of the average monthly compensation times the years of service
over 10 years. For all other employees it is two per cent of the average
monthly compensation times the ye&rs of service. An actuarial
adjustment must be made for an early retirement benefit.

(d) The monthly amount ofa retirement benefit for a deferred vested
member shall be determined in accordan  vith (c) of this section as it
was in effect on the date ofthe employee’s termination of employment.

(e) Benefits nayable under this section accrue from the first day of
the month after which all of the following requirements are met: (1)
The member meets the eligibility requirements of this section; (2) he
terminates his employment; and (3) he applies for retirement. The
benefits are payable the last day of the month. If payment is delayed,
a retroactive payment shall be made to cover the period of deferment.
The last payment shall be made for the month in which a benefit is
payable under this section.

(0 A member who is vested in the system as a peace officer or
fireman at the time he incurs a permanent disability of at least 33-1/3
per cent under workers’ compensation and who (1) undergoes
retraining because of the disability; and (2) is subsequently employed
with the state or other employer in a position other than peace officer
or fireman, is eligible for a normal retirement benefit as a peace officer
or fireman under (a) and (c) of this section when he has completed 20
years of credited service. (8§ 18 ch 143 SLA 1960; am § 2 ch 102 SLA
1963; am § 7 ch 155 SLA 1966; am § 5ch 235 SLA 1968; am § 6 ch 109
SLA 1970; am 88 6, 7 ch 159 SLA 1972; am § 15 ch 47 SLA 1974; am
§ 34 ch 128 SLA 1977; am § 33 ch 146 SLA 1980)

Effect of amendments. — The 1977
amendment rewrote this Bection.
The 1980 amendment added subsection

Editor's note. — Sectim. 49, ch. 146,
SLA 1980, provides: "The retirement
benefit puyabie to a member of the public
employees' retirement system who is
receiving u normal retirement benefit
under AS 39.3b.370 on the cITeclivo date of
this Act, und who at the time of his
retirement was receiving a disability

pension under the public employees'
retirement system, shall bo increased by a
percentage equal to the percentage of all
post-rctircment  pension  adjustments
puyuble under AS 39.35.475 during the
period that the member was receiving a
disability benefit.”

Legislative history report. — For
report on ch. 159, SLA 1972 (FCCS HCS
CSSB 264), see 1972 House Journal, p.
992.

"1
Sec. 39.35.380. Early retirement benefits.

Repealed by § 55 ch 128 SLA 1977.

Editor’s noto. — Tho repealed Bection
derived from 8 19, ch. 143, SLA 1960; am.

8 7, ch. 109, SLA 1970; am. 5 0, ch. 169, ? . ,
Q) irttt-/ foylj <om( j»i Hh

) o

lifnjch P
>
v dnte’ n ft
SLA 1972; am. 58 11, 12, ch. 205, SLA

1975.
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rhen disability
is the responsibility
inistrator immediately,

.cupational disability pension shall

employee first attains eligibility for

time, his retirement benefit will be

sions of AS 39.35.370(c). (§ 22 ch 143 SLA

x1970; am 88 18—21 ch 1SLA 1974; am § 13

<9 —13ch 123 SLA 1976; am 88§ 38, 39 ch 128
.n 13 SLA 1980)

E. ,Jents. — The 1976
amendi. t subsections (b), (d),
and (g), Sx .ed "disabled employee
becomes inelig /leto receive occupational
disability benefits” for "retired employee
recovers from the occupational disability”
and "disabled employee shall” for "retired
employee shall" in the first sentence of
subsection (c), deleted "for all employees”
from the end of the second sentence of
subsection (c), and repealed subsection (e),
which read "An employee’s occupational
disability pension shall be reduced by any
workmen’s compensation or  wage
continuation payments  which are
available to the employee and which arc
attributable to the employers.”

The 1977 amendment in subsection (b),
deleted "pension" following "occupational
disability” in the first sentence, added
"and are payable the last day of the
month” to the end of the first sentence,
substituted "benefit" for “pension” and for
"first month’s pension” in the second
sentence, substituted “"employee” for
"person” in the third sentence, and
substituted "payments" for "benefits" in

the fourth sentence. In subsection (g), the
amendment substituted "benefit” for
"pension” and "benefits” for "retirement"
in the first sentence, substituted "a social
security payment” for"social security” and
"payments” for "benefits” in the second
sentence, substituted  "benefit” for
"payments” in the third sentence, inserted
"benefit” preceding "payments" in the
fourth sentence, and deleted the former
sixth sentence, which read "Upon
notification, the administrator shall cease
making disability payments.”

The 1980 amendment substituted
"disabled employees” for  "retired
employee's” at tne beginning of subsection
(h), and inserted "disabled" preceding
"employee” near the middle of the first
sentence of subsection (hi.

Editor’s note. — Chapter 205, SLA
1975, which amended this section, was
submitted to the voters by referendum and
was rejected.

The Social Security Act, referred to in
subsections (b) and (g), may be found in 42
U.S.C. § 301 et seq.

Sec. 39.35.420. Nonoccupational death benefits, (a) If the death
of an employee occurs from nonoccupational causes after completing
less than one year of credited service, the employee’s beneficiary shall
La paid the balance of: (1) the employee’s contribution account; and (2)
the employee’s savings account. Ifthe death ofan employee occurs from
nonoccupational causes after completing at least one year but less than
five years of ci< dited service, a lump sum ueath benefit shall be paid
to the beneficiary of the employee. The amount ofthe lump sum death
benefit shall be $100 times years of credited service plus $1,000, The
lump sum death benefit is in addition to the balance of the employee’s
contribution account and savings account.

(b)

Ifthe death ofa vested member or deferred vested member occurs

from nonoccupational causes, the surviving spouse may at his or her
discretion receive either the benefits described in (a) of this section or



a ou per centjoint and survivor option based upon credited service to
the date of the employee’s death or termination. Benefits accrue from
the first day of the month follow .'the employee’s death and are
payable the last day of the month. (8 23 ch 143 SLA 19(30; am § 12 ch
109 SLA 1970; am § 11 ch 159 SLA 1972; am § 22 ch 1 SLA 1974; am

88 14, 15 ch 123 SLA 1976; am § 40 ch 128 SLA 1977)

Effect of amendments. — The 1976

amendment substituted "from
nonoccupational causes before
appointment to retirement, and after

completing” for "before his retirement, but
after he has completed” in the present
second sentence of subsection (a), deleted
"and the employee’s survivor is not
entitled to a surviving spouse's pension
under 8§ 430 of this chapter" following
"credited service” in that sentence, and
rewrote substction <b/.

The 1977 amendment deleted "before
appointment lo retirement, and” following
"nonoccupational causes” in the present
second sentence, substituted ”5100 times
years of credited service plus $1,000” for
”$1,000 plus$100 for each year ofcredited
service” in the third sentence, deleted "a

refund o f following "in addition to” in the
fourth sentence, and substituted
"employee’s contribution account and
savings account" for "employee
contribution account of the deceased
employee under § 210 of this chapter” in
the fourth sentence. In subsection (b), the
amendment  substituted "a  vested
member" for "an employee" in the first
sentence, deleted "before appointment to
retirement and after completing at least
five years of credited service” following
"nonoccupational causes"” and "and
payable to the surviving spouse
commencing for the month following the
death of the employee” following
"employee’s death or termination” in. the
first sentence, and added the second
sentence.

Sec. 39.35.430. Occupational death benefit, (a) Repealed by § 16
ch 123 SLA 1976.

(b) If (2) the death of an employee occurs before his retirement and
before his normal retirement date, and (2) the proximate cause ofdeath
is a bodily injury sustained or a hazard undergone while in the
performance and within the scope of his duties, and (3) the injury or
hazard is not the proximate result of wilful negligence of the employee,
a monthly survivor’s pension equal to 40 per cent of his monthly
compensation in the month in which he dies shall be paid to his
surviving spouse. If there is no surviving spouse the monthly survivor’s
pension shall be paid in equal parts to the dependent children of the
employee. On the date the normal retirement of the employee would
have occurred if he had lived, monthly payments shall equal the
monthly amount of the normal retirement benefit to which the
employee, had he lived and continued his employment until his normal
retirement date, would have been entitled with an average monthly
compensation as existed at his death and the credited service to which
he would have been entitled.

(c) The first payment of the surviving spouse’s pension or of a
dependent child’s pension shall be made for the month following the
month in which the employee dies and payment shall cease to be made
beginning with the month in which there is no surviving spouse or no
dependent child.
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(d) Repealed by § 19 ch 123 SLA 1976.

(e) Repealed by § 19 ch 123 SLA 1976. (8 24 ch 143 SLA 1960; am
§ 13 ch 109 SLA 1970; am § 23 ch 1 SLA 1974; 88 16—19 ch 123 SLA
1976; am 88 41, 42 ch 128 SLA 1977; am § 39 ch 13 SLA 1980)

Effect of amendments. — The 1976
amendment repealed subsections (a), (d)
and (e), and in subsection (b), substituted
"an employee" for "a peace officer or a
fireman” in clause (1) of the first sentence,
inserted "40 per cent of’in clause (3) ofthe
first sentence, deleted "his surviving
spouse remarries or if preceding "there is
no surviving spouse” and substituted "19
years old” for "18 years old" in the second
sentence, and deleted "as a peace officer or
a fireman” following "continued his
employment” and substituted "to which he
would have been entitled" for "which he
would have had" in the third sentence. In
subsection (c) as it existed prior to the 1980

first sentence, "for the month" for "on the
first day of the month" in the first and
second sentences, and "surviving spouse or
child” for "beneficiary” at the end of the
second sentence.

The 1977 amendment substituted
"dependent children of the employee" for
“children of the employee, including those
adopted, who are either under 19 years old
orunder 23 years old and registered at and
attending on a full-time basis an
accredited educational or technical
institution recognized by the department
of education” at the end of the second
sentence of subsection (b) and rewrote
subsection (c).

amendment, the amendment substituted The 1980 amendment rewrote
"surviving child’s” for 'survivor’s" in the  subsection (c).
Sec. 39.35.440. Death after occupational disability, (a)

Repealed by § 19 ch 123 SLA 1976.

(b) Upon the death of a disabled . mployee who is receiving or is
entitled to receive an occupational disability benefit, a surviving
spouse’s pension equal to 40 per cent of his average monthly
compensation shall be paid to his sutviving spouse. If there is no
surviving spouse, the survivor’ pension shall be paid in equal parts to
the dependent children of the employee. On the date the normal
retirement of the employee would have occurred if he had lived,
monthly payments shall equal the monthly amount of the normal
retirement benefit to which the employee, had hj lived and continued
his employment until his normal retirement date, would have been
entitled with an average monthly compensation as existed at his death
and the credited service to which he would have been entitled.

() The first payment of the surviving spouse’s pension or of a
dependent child’s pension shall accrue from the first day of the month
following the employee’s death and is payable the last day of the
month. The last payment shall be made for the last month in which
there is an eligible surviving spouse or child.

(d) Repealed by § 55 ch 128 SLA 1977. (8 25 ch 143 SLA 1960; am
88§ 14,15 ch 109 SLA 1970; am 88 19— 21 ch 123 SLA 1976; am 8§ 43,
44, 55 ch 128 SLA 1977)

who” and substituted ”40 per cent” for
"two-thirds” in the first sentence, deleted

Effect of amendments. — The 1976
amendment repealed subsection (a), and in

subsection (b), deleted "wus u pence officor
or a fircmun on the date of his retirement
and who" following "retired employee

"his surviving spouse remarries or if
following "If und substituted "19 years
old" for ‘.8 years old" in the second
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reemployment are subject to the initial election made under this
section, unless the contingent beneficiary is deceased. Ifthe contingent
beneficiary is deceased, the benefits earned during the period of
reemployment are subject to AS 39.35.370 or this section if another
contingent beneficiary was elected during the period of reemploymr at.
All other benefits earned during prior periods of employment are
subject to the election at the time the employee was appointed to
retirement. If death occurs from nonoccupational causes during the
period of reemployment, those benefits earned while reemployed are
subject to AS 39.35.420(b). All other benefits earned during prior
periods of employment are subject to the election at the time the
employee was appointed to retirement. If death occurs from
occupational causes during the period of reemployment, all benefits
earned during all periods ofemployment are subject to AS 39.35.430(b)
and (c). (8 26 ch 143 SLA 1960; am 8§ 8 ch 235 SLA 1968; am § 12 ch
159 SLA 1972; am 88 24 — 26 ch 1 SLA 1974; am 8§ 6 ch 81 SLA 1976;
am § 45 ch 128 SLA 1977)

Effect of amendments. — The 1976 The 1977 amendment rewrote this
amendment repealed subsection (e), section,
providing when an election made under
this section becomes inoperative.

Sec. 39.35.451. Spouse survivor benefits u.“der Public
Employees Retirement Act of 1949. A person whose spouse is
receiving retirement benefits under the Public Employees Retirement
\ctofl949 onJuly 1,1972 is entitled to survivor benefits ftr life in the
amount of the retirement benefits received by the retired employee. (§
13 ch 159 SLA 1972)

Sec. 39.35.460. Level income option. If the payment of an early
retirement pension begins before the earliest age as of which the
employee becomes eligible for a primary social security benefit, the
amoun' of pension payable before and after that age may be adjusted
so that an increased amount will be paid before the time that social
security benefits become available and a reduced amount after that
time, so that the employee will receive a level retirement income. The
aggregate value of all adjusted payments, however, shall not exceed
the actuarial equivalent of the value of the pension otherwise payable
to the employee. (8 27 ch 143 SLA 1960)

Sec. 39.35.470. Other forms of payment. If a pension payable
under the system is less than $25 a month, the board may direct that,
instead of the pension, the actuarial equivalent of it shall be paid in a
lump sum, or in a series of uniform monthly, quarterly, or annual
amounts for life or for a designated period of time. (§ 28 ch 143 SLA
1960)



oJou.u (v b tiikire 10 oL l6gst $25 =«
month.  Consequently, this section
apparently has no legal effect.

- rr YWiUW ILIVWiU/
provides that after January 1, 1981 ench
employee eligible for a benefit under AS

Sec. 39.35.475. Post-retirement pension adjustment, (a) When
the administrator determines that the cost of living has increased and
the financial condition of the retirement fund permits, he shall
increase benefit payments to persons receiving benefits under this
system.

(b) The amount of the increase in benefit payments may not exceed
the greater of

(1) the increase in the cost of living since the date of retirement; or

(2) four percent of the retiremen; benefit compounded for each year
of retirement.

(c) Ifatthe time offirst receiving a retirement benefita member was
receiving a disability benefit under this system, the administrator
shall include the time during which the member received the disability
benefit in determining the number of years of retirement under this
section.

(d) An increase in benefit payments under this section is effective
July 1 of the year for which the increase is granted.

(e) The administrator shall implement this section by regulation.
(8 9ch 235 SLA 1968; am 8§ 14 ch 159 SLA 1972; am § 34 ch 146 SLA
1980)

Effect of nmendmcnt. — The 1980
a nendmenl rewrote the section.

at the time of his retirement was receiving
a disability pension under the public

Editor's note. — Section 49, ch 146,
SLA 1980 provides: "The retirement
benefit payable to a member of the public
employees’ retirement system who is
receiving a normal retirement benefit
under AS 39.35.370, July 1,1980, and who

employees’ retirement system, shall be
increased by n percentage equal to the
percentage of all post-retirement pension
adjustments payable under AS 39.35.475
during the period that the member was
receiving a disability benefit."

Sec. 39.35.480. Cost-of-living allowance, (a) While residing in
the state, a person receiving a benefit under this chapter is entitled to
receive a monthly cost-of-living allowance in uddition to his basic
benefit. The amount of this allowance shall be $50 or 10 per cent of the
basic benefit, whichever is greater.

(b) A person receiving a cost-of-living allowance under this section
shall notify the administrator when he expects to be absent from the
state for a continuous period that exceeds 90 days. After that
notification, the person is no longer entitled to receive the monthly
cost-of-living allowance, except that a person may be absent from the
state for not more than six months without loss of the cost-of-living
allowance if the absence is the result of iliness and required by order
of a licensed physician. Upon his return to the state, and upon
notification to the administrator, the person is again entitled to receive
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the monthly cost-cf-living allowance, commencing with the first
monthly benefit payment made after notification ofthe person’s return.

() While residing in the state, a public employee of the Territory of
Alaska who participated in the Public Employees’ Retirement Act
established by ch. 41 SLA 1949 and who retired before the effective
date of ch. 102 SLA 1951, is entitled to the rost-of-living allowance
equal to 25 per cent of the amount received under ch. 41 SLA 1949.

(d) For purposes of this section, "residing in the state” means
domiciled and physically present in the State of Alaska. Being absent
from the state for a continuous period of 90 days or less or six months
or less when ordered by a physician dees not change a person’s status
as "residing in the state.” (8 29 ch 143 SLA 1960; am § 1ch 109 SLA
1967; am § 27 ch 1 SLA 1974; am § 108 ch 127 SLA 1974; am 8 46 ch
128 3LA 1977; am 88 12, 13 ch 82 SLA 1979)

Effect of amendments. — The 1977

amendment rewrote this section.

The 1979 amendment substituted "90
days" for "60 days" a, the end of fv* Irsl
sentence of subsection (b), udde:i the
language beginning "except that a person

may be absent” to the end of the second
sentence of subsection (b), and substituted
"90 days or less or six months or less when
ordered by a physician" for "60 days or
less” in the second sentence of subsection

).

Sec. 39.35.485. Minimum benefit, (a) (Effective until January 1,
1981] An employee who is eligible for a benefit calculated in
accordance with AS 39.36.370(c) is entitled to a benefit of at least
$17.50 a month for each year of credited service, not including
adjustments made under AS 39.35.380,39.35.410,39.35.450,39.35.475
and 39.35.480.

(Effective January 1, 1981] An employee who is eligible for a
benefit calculated in accordance with AS 39.35.370(c) is entitled to a
benefit of at least $25 a month for each year of credited service, not
including adjustments made under AS 39.35.380, 39.35.4) 0,39.35.450,

39.35.475 und 39.35.480.

vb) Repealed by 5 55 ch 128 SLA 1977. (8 15 ch 159 SLA 1972; am
8 16 ch 47 SLA 1974; am 8 14 ch 205 SLA 1975; am 8 24 ch 123 SLA
1976; am 8 55 ch 128 SLA 1977; am 8 35 ch 146 SLA 1980)

Effect of amendments. — The 1976
amendment in subsection 'u), deleted
"whoso termination occurre before .July
1,11)72 and" following "An employee" and
substituted "$17.80" for "$13.25."

Tho 1977 amendment repealed
suuseclion (h), which read "An employee
who retired under this section before July
1, 1975 shall he paid a benefit amount
computed under S 370(c) of this chapter or
under lids section, whichever is greater.”

Tho 1980 amendment, effective January
1, 1981, substituted "$25" for "$17.50"
preceding "n month" near the middle of
subsection (at.

Editor's note. — Chapter 205, SLA
1975, which amended this section, was
submitted to the voters by referendum and
was rejected.

AS 39.85.0HO, referred to in subsection
(a), was repealed by 8 55, ch. 128, SI.A
1977.
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service under the public employees5retirement system (AS 39.35). An
election of membership under (b) of this section is retroactive to the
date the state legislator took the oath of office. A state legislator may
not receive membership credit under (b) of this section for legislative
service performed before the legislative session during which the state
legislator elected membership under (b) of this section. In order to
continue in membership service under (b) of this section, the state
legislator m st earn at least 0.3 years of membership service under
other sections of this chapter during each five-year period. (8§ 5 ch 145
SLA 1955; am § 1ch 86 SLA 1963; am § 1ch 151 SLA 1966; am § 1
ch 85 SLA 1971;am § 1ch 66 SLA 1973;am § 1ch 169 SLA 1976; am
§ 1ch 82 SLA 1979)

Effect of amendments. — The 1979 guage and in paragraph (1), substituted
amendment added subsections (b) and (c).  “the" for "his” in paragraph (1), and substi-

Editor’s notes. — In subsection (b), the  tuted "the state legislator's" for "his" in
revisor of statutes, pursuant to AS paragraph (11(B). Also in subsection (c),
01.05.0dl and 8 4, ch. 58, SLA 1982. the revisor substituted "the state
deleted “his" preceding "election” and legislator" for "he" in the first and second
preceding "office," substituted "the state  sentences and deleted "his" preceding
legislator" for "he" in the introductory lan-  "office" in the first sentence.

Sec. 14.25.043. Reemployment of retired members. If a retired
member again becomes an active member, benefit payments may not
be made during the period of reemploy ment. The retirement benefit
must be suspended for the entire school year if the teacher is
reemployed as an active teacher for a period equivalent to a year of
service. During the period of reemployment, deductions from the mem-
ber’s salary will be made in accordance with AS 14.25.050. Upon subse-
quent retirement, the retired member is entitled to receive an
additional benefit based on the credited service and the average base
salary during the period of reemployment in accordance with AS
14.25.110. (8 4 ch 13 SLA 1980)

Sec. 14.25.045. Participation by National Education Associa-
tion employees, (a) An employee or former employee of the National
Education Association of Alaska may participate in the retirement
fund under this chapter if

(1) the employee or former employee possesses or is eligible to pos-
sess a toucher certificate under AS 14.20.020 and

(2) the employee or former employee of the National Education
Association of Alaska pays all retroactive contributions required to be
made under this chapter.

(b)  For purposes of computing the period of time for which retroac-
tive contributions may be due, an employee or former employee may
count employment with the National Education Association of Alaska
sinco July 1, 1956. (8 4 ch 99 SLA 1974; am § 1 ch 98 SLA 1975)
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Sec. 14.25.050. Contributions by teachers, (a) Beginning July 1,
1970, each teacher shall contribute to the retirement fund an amount
equal to seven per cent of the teacher’s base salary accrued from July
1to the following June 30. The contribution shall be deducted by the
employer at the end of each payroll period.

(o) Each teacher is entitled to receive credit for unrefunded
contributions paid into the retirement fund of 1945. (8 6 ch 145 SLA
1955; am § 4 ch 89 SLA 1960; am § 3 ch 78 SLA 1962; am § 1ch 84
SLA 1969; am § 1ch 138 SLA 1970; am § 1ch 128 SLA 1977)

Editor’s notes. — In the first sentence
of subsection (a), "the teacher's" was sub-
stituted for "his" by the revisor of statutes

under AS 01.05.031 and 5 4, ch. 58, SLA
1982.

Sec. 14.25.055. Supplemental contributions by teachers. If a
teacher first joined the system before July 1, 1982, and is married or
has a minor child and wishes to make a spouse or minor child eligible
for a spouse’s pension or a survivor’ allowance, the teacher may elect
to make a supplemental contribution ofan additional one percent ofthe
teacher’ base salary within 90 days of the teacher’s entry into partici-
pation in the system, or within 90 days of marriage, or within 90 days
of the birth or adoption of a child dependent upon the teacher. Once an
election is made under this section, supplemental contributions must
be made whenever contributions are required under AS 14.25.050
unless the teacher executes a written waiver with the administrator.
The execution of a waiver relinquishes all rights and benefits previ-
ously accrued under AS 14.25.162 and 14.25.164. (8 2 ch 151 SLA
1966; am § 1ch 45 SLA 1967; am § 2 ch 84 SLA 1969; am 8 2 ch 138
SLA 1970; am § 2 ch 66 SLA 1973; am 8 2 ch 128 SLA 1977; am 8 5
ch 13 SLA 1980; am § 4 ch 137 SLA 1982)

Effect of nmondments. — The 1380
amendment added the present second and
third sentences.

The 1982 amendment, in the first sen-
tence. inserted "first joined the system
before July 1, 1982, and," substituted "the
teacher may elect" for "he may elect,” and
deleted "or during any open enrollment
period authorized by the Teachers' Retire-

ment System Hoard" from the end.

Editor’s notes. — In the first sentence,
the word "n" was substituted for "his," the
words "the teacher's" were substituted for
"his," the word "his" was deleted preceding
"mnrriage” and the words "the teacher"
were substituted for "him" by the revisor
of statutes pursuant to AS 01.05.030 dim
S 4, ch. 58. SLA 1982.

Sec. 14.25.060. Arrearage indebtedness, (a) If a member has
military service or Alaska Bureau of Indian Affairs (BIA) service, or if
a member joined the system before July 1, 1978, and has creditable
outside service, the member is indebted to the retirement fund as
follows:

(1) At the time of first becoming a member of the system, the
arrearage indebtedness is seven percent of the base salary multiplied
by the total number ofyears of credituble outside, military and Alaska



employment rendered to the Territory of Alaska before January 3,
1959, regardless of the office, department, division or agency of the
territory in which employed. Credited service allowed under this sec-
tion may not exceed five years.

(b) A teacher may not be credited with service under this section if
credit for service as an employee ofthe Territory of Alaska was granted
for the same period under the public employees’retirement system (AS
39.35).

(c) Ateacherwho elects to receive credited service under this section
for service to the Territory of Alaska shall make a retroactive
contribution under this system for the period ofterritorial employment
following June 30, 1955. (§ 1 ch 146 SLA 1980)

Editor's notes. — In subsection (a), the  revisor of statutes under AS 01.05.031 and
word "he” was deleted preceding 8 4, ch. 58, SLA 1982.
"employed" in the first sentence by the

Sec. 14.25.107. Credit for Alaska BIA service. A member who
joins the system on or after July 1,1978, who has Alaska BIA service
may claim all of that service as credited service. A retirement benefit
payable under this chapter for Alaska BIA service shall be reduced by
an amount equal to the retirement benefits paid to the member by the
United States government for the same service. (§ 8 ch 137 SLA 1982)

Sec. 14.25.110. Retirement benefits, (a) Amember is eligible for
a normal retirement benefit if the member

(1) was first hired before July 1, 1975, has attained the age of 55
years, and has at least 15 years ofcredited service, the last five of which
have been membership service;

(2) has attained the age of 55 years and has at least eight years of
membership service;

(3) has attained the age of 55 years, has at least five years of mem-
bership service, and has at least three years of Alaska BIA service;

(4) has at least 25 years of credited service, the last five of which
have been membership service;

(5) has at least 20 years of membership service; or

(6) has at least 20 years of combined membership service and Alaska
BIA service, the last five of which have been membership service.

(b) A member is eligible for an early retirement benefit upon
completing any one of the service requirements in (a)(1), (2), or (3) of
this section and attaining the age of 50 years.

(c) The burden is on the applicant to prove eligibility for retirement
benefits to the full satisfaction of the administrator.

(d) The monthly amount of a retirement benefit for a member who
has paid the full amount of any indebtedness is two percent of the
member's average base salary during any three school years of mem-
bership service times the years of credited service, including credited
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(e) The monthly amount ofa retirement benefit must be determined
in accordance with (d) of this section as it is in effect on the date of
termination of the retiring member’s last segment of employment.

(f) The annual amount of retirement benefits for a retiring member
who was a member of the retirement system established by the Retire-
ment Act of 1945 may not be less than $975 plus 10 percent of the total
contribution made by the member to the retirement fund of 1945.

(@ A member who is eligible for a service retirement salary under
this chapter or under the Retirement Act of 1945 is entitled to a benefit
of at least $25 per month for each year of credited service, excluding
adjustments made under AS 14.25.142 or 14.25.143. If the member
elected option two under AS 14.25.063(b)(2) for payment of any
indebtedness when the member initially applied for a retirement bene-
fit, or if the member elected to receive an early retirement benefit
under (b) of this section, the resulting benefit reduction continues in
effect.

(h) The monthly retirement benefit fora member who was receiving
a retirement benefiton July 1,1955, is $50 a month if the member was
at least 55 years of age on July 1, 1955.

(i) Benefits payable under this section accrue from the first day of
the month after which all ofthe following requirements are met: (1) the
member meets the eligibility requirements ofthis section; (2) the mem-
ber terminates employment; and (3) the member applies for retire-
ment. Benefits are not payable under this section during a school year
in which credit for a full year of service is granted. The benefits are
payable the last day of the month. If payment is delayed, a retroactive
payment must be made for the month in which a benefit is payable
under this section. The last payment shall be for the month in which
the member dies or is no longer eligible for a benefit under this section.
(8 12 ch 145 SLA 1955; am § 4 ch 142 SLA 1957; am § 9 ch 89 SLA
1960; am § 4 ch 86 SLA 1963; am § 6 ch 151 SLA 1966; am § 2 ch 85
SLA 1971; am § 8 ch 66 SLA 1973; am 8 1ch 77 SLA 1973; am 8§ 2 ch
57 SLA 1974; am 8 1— 3 ch 173 SLA 1975; am § 5ch 169 SLA 1976;
am § 14 ch 13 SLA 1980; am § 2 ch 146 SLA 1980; am § 9 ch 137 SLA
1982)

Effect of amendments. — The first
1980 amendment rewrote tho section.

The second 1980 amendment substi-
tuted "$25" for "$20" preceding “per
month" near the beginning of subsection

9).

The 1982 amendment added the lust
sentence of subsection (i).

Editor's notes. — The words "tho mem-
ber" were substituted for "he" in subsec-
tion (a) and subsection (g) by the rovisor of

statutes pursuant to AS 01.05.031 and § 4,
ch. 58, SLA 1982.

Opinions of attorney general. — The
legislature did not intend such a strict
interpretation ns to require a teacher to
work the last 5 school years for the full
140-day year. 1966 Op. Att'y Gen., No. 2.

A teacher satisfies the requirement of
subsection (a) by working any five
crcditnblc  years or combination of
fractional years totalling 5 years, as long
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(d) A person receiving benefits under this chapter shall be granted
a 10 per cent increase in the current base benefit if the person was
receiving benefits on July 1, 1976. The increase shall be effective July
1, 1977.

(e) Ifat the time offirst receiving a retirement benefit a member was
receiving a disability benefit, the administrator shall include the time
during which the member received the disability benefit in
determining the number of years of retirement under this section.

(0 An increase in benefit payments under this section is effective
July 1 ofthe year for which the increase is granted. (§ 11 ch 151 SLA
1966; am § 5 ch 86 SLA 1971; am 8§ 19 ch 66 SLA 1973; am § 3 ch 99
SLA 1974;am 8§ 7 ch 128 SLA 1977; am 8§ 17 ch 13 SLA 1880; am 88 3
- 6.ch 146 SLA 1980; am § 13 ch 137 SLA 1982)

Revisor’s notes. — Subsection (a) was
amended by sec. 17, chapter 13, SLA 1980,
and repealed and re-enacted by sec. 3,
chapter 146, SLA 1980. Since chapter 146
was enacted later, it repeals the earlier
amendment.

Effect of amendments. — The first
1980 amendment in subsection (a), as it
existed prior to the second 1980 amend-
ment, substituted "the administrator” for
"he” preceding "may increase" near the
middle of the subsection, substituted
"annuitant's” for “service retirement"
following "may increase all” near the
middle of the subsection, and deleted
"salaries” following "survivor’s benefits"
near the end of the subsection.

The second 1980 amendment rewrote
subsections (a) through (c), nnd added sub-
sections (e) and <f).

The 1982 amendment substituted

Sec. 14.25.145.

"lesser" for "greater" in the introductory
language of subsection (b).

Editor’s notes. — Section 48, ch. 146,
SLA 1980 provides: "The retirement bene-
fit payable to a member of the teachers’
retirement system who is receiving a nor-
mal retirement benefit under AS
14.25.110 on the effective date of this Act,
and who at the time of his retirement was
receiving n disability benefit under the
teachers' retirement system, shall be
increased by a percentage equal to the
percentage of all post-retirement pension
adjustments payable under AS 14.25.143
during the period thut the member was
receiving a disability benefit.”

In subsection (d), "the" was substituted
for "his" nnd "the person" was substituted
for "he" in the first sentence by the revisor
ofstatutes under AS 01.05.031 nnd § 4, ch.
58, SLA 1982.

Interest on individual accounts. Interest shall

be credited to each teacher’s account at the end of each school year at
the rate prescribed by regulation for that year. (8 16 ch 145 SLA 1955;
am 8§86 ch 142 SLA 1957; am 84 ch 78 SLA 1962; am § 7 ch 138 SLA
1970; am 8§ 20 ch 66 SLA 1973)

Sec. 14.25.150. Refund upon termination. A terminated member
is entitled to a refund of the balance of the member contribution
account. A member is not entitled to a refund of supplemental
contributions except as provided in AS 14.25.160(a). (8 16 ch 145 SLA
1955; am § 6 ch 142 SLA 1957; am 8 4 ch 78 SLA 1962; am 8 7 ch 86
SLA 1963; am 8 12ch 151 SLA 1966; am 8 5ch 84 SLA 1969; am 83 21
— 23 ¢ch 66 SLA 1973; am 8 8 ch 128 SLA 1977; am 8 14 ch 137 SLA
1982)
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Effect of amendments. — The 1982 and (2) his indebtedness principal
amendment substituted "the member contributions" at the end of the first sen-
contribution account" for "(1) his manda- tence.
tory contributions and accrued interest,

Sec. 14.25.155. Nonoccupational death benefits, (a) Ifthe death
ofa member occurs after completing less than one year ot membership
service and the proximate cause of death is not a bodily injuiy
sustained or hazard undergone while in the performance and within
the scope of the member’s duties of employment, the member’s desig-
nated beneficiary shall be paid the balance of the member contribution
account.

(b) Ifthe death ofa member occurs after completing at least one year
of membership service but before becoming a vested member, and the
proximate cause of death is not a bodily injury sustained or hazard
undergone while in the performance and within the scope of the mem-
ber’s duties of employment, the lump-sum death benefit described in
AS 14.25.160(b) and (c) shall be paid to the designated beneficiary of
the member.

(c) Ifthe death ofa vested member or deferred vested member occurs
and the proximate cause of death is not a bodily injury sustained or
hazard undergone while in the performance and within the scope of the
member’s duties of employment, the surviving spouse may elect to
receive either the benefits described in (b) of this section or a 50 percent
joint and survivor option as provided under AS 14.25.167(a)(2) based on
credited service to the date of the member’s termination. If no spouse
survives a vested or deferred vested member, or if a person other than
the spouse is designated as beneficiary, the designated beneficiary
shall be paid the benefits described in AS 14.25.160(b) nnd (c). Benefits
accrue from the first day of the month following the member’s death
and are payable the lust day of the month.

(d) Benefits are r ot payable under this section if benefits are payable
under AS 14.25.157, 14.25.160, 14.25.162, 14.25.164, or 14.25.167.
(9 15 ch 137 SLA 1982)

Sec. 14.25.157. Occupational death benefits, (a) If (1) the death
of a member occurs before the member first attains eligibility for nor-
mal retirement, and (2) the proximate cause of death is a bodily injury
sustained or hazard undergone while in the performance and within
the scopo of the member’s duties of employment, und (3) the injury or
hazard is not the proximate result of wilful negligence on the part of
the member, a monthly survivor’s pension equal to 40 percent of the
member's base sulary at the time of termination of employment,
divided by 12, shall be paid to the member’s surviving spouse. If there
is no surviving spouse, the monthly survivor’ pension shall be paid in
equal parts to the dependent children of the member. On the dute the
normal retirement of tho member would have occurred if the member
had lived, monthly payments shall equal the monthly amount of the
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normal retirement benefit to which the member, had the member lived
and continued employment until the member’s normal retirement
date, would have been entitled with an average base salary as existed
at the member’s death and the credited service to which the member
would have been entitled. If *l0surviving.spouse or dependent children
exist at the time of death or if the member designates as beneficiary
someone other than the surviving spouse or dependent children, the
member’ designated beneficiary shall be paid those benefits available
to a beneficiary under AS 14.25.160(b) and (c) and no benefit will be
paid to the surviving spouse or dependent children.

(b) The first payment ofthe surviving spouse’s pension or ofa depen-
dent childs pension shall accrue from the first day of the month
following the member’s death and is payable the last day of the month.
The last payment shall be made for the last month in which there is
an eligible surviving spouse or dependent child.

(c) Benefits are not payable under this section if benefits are payable
under AS 14.25.155, .14.25.160, 14.25.162, 14.25.164, or 14.25.167.
(8 15 ch 137 SLA 1982)

Sec. 14.25.160. Defith benefits, (a) Adeath benefit will be paid and
any supplemental contributions will be refunded to the designated
beneficiary, upon receupt of a valid claim and proof of the death of a
member who

(1) is not retired nnd is not eligible for benefits under AS 14.25.162
or 14.25.164; and

(2) either

(A) has made supplemental contributions under AS 14.25.055 since
tho date one yenr immediately preceding the member's death or since
July 1, 1983, whichever is later; or

(B) is making supplemental :ontributions under AS 14.25.055 but
has made them for less than one year.

(b) Upon the death of an active member who meets the conditions
specified in (a) of this section, the amount of the death benefit is the
sum of tho following less a-iy retirement benefit previously received by
the member:

(1) the member contribution account;

(2) $100 times the years of membership service;

(3) $1,000; and

(4) $500 if the deceased member is survived by one or more depen-
dent children at the time of douth.

(c) If tho sum of (b)(2) nnd (3) of this section exceeds $3,000, only
$3,000 may be added to umounts under (b)(1) and (4) ir mviculating the
death benefit under (b) of this section.

(d) Upon the death of an inactive member who meets the conditions
specified in (a) of this section, the death benefit is the amount deter-
mined in (b)(1) of this section.
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(3) when no further benefits are payable under this section, the
difference between the amount that would have been paid under AS
14.25.160 and any payments made to the member, spouse, guardian, or
dependent children under this section shall be paid to those
beneficiaries described in AS 14.25.160(a);

(4) benefits are not payable under this section if benefits are payable
under AS 14.25.155, 14.25.157, 14.25.164, or 14.25.167.

(€) The survivor’ allowance accrues from the first day of the month
following the death of a member and is payable on the last day of the
month. If payment is delayed, a retroactive payment must be made for
the month in which a benefit is payable under this section. The last
payment is for the month in which a benefit is payable under this
section. (§ 16.ch 151 SLA 1966; am 8§88 7—9ch 84 SLA 1969; am §§ 11,
12 ch 138 SLA 1970; am § 15ch 32 SLA 1971;am § 1ch 52 SLA 1972;
am 88 24, 25 ch 66 SLA 1973; am 9, 10, 55 ch 128 SLA 1977; am
§ 19 ch 13 SLA 1980; am 8§ 18, 19 ch 137 SLA 1982)

Effect of amendments. — The 1980 child's benefits terminate permanently”

amendment rewrote the section.

The 1982 amendment in subsection (b),
substituted "tho member's death” for "his
death” near the middle of paragraph (1)
and deleted "if a dependent child who is at
least 19 years old but less tlir.a 23 years
old is out of school for more than one

following "decreased accordingly” in paru-
graph (1), and substituted "payable under
AS 14.25.155, 14.25.157, 14.25.164, or
14.25.167" for "being paid under AS
14.25.164” in paragraph (4).

Legislative history reports. — For
report on ch. 32, SLA 1971 (HB 111 am),

semester, payments of the dependent see 1971 House Journal, p. 138.

Sec. 14.25.164. Spouse’s pension, (a) If an active or disabled
member dies, a pension is payable to the member’s spouse if the mem-
ber made supplemental contributions under AS 14.25.055 for at least
one year of credited service. If a retired member or deferred vested
member dies, a pension is payable to the member’s spouse if the mem-
ber made supplemental contributions under AS 14.25.055 for at least
five years of credited service. Application for the spouse” pension must
be made in writing to the administrator.

(b) A spouse’ pension is payable under this section as follows:

(1) uspouse’s pension isequal to 50 percent ofthe retirement benefit
that the deceased member was receiving; if the member was not
receiving a retirement benefit, the spouse’ pension is equal to 50
percent of the umount the member would have received, based on the
member’s average base sulary and credited service to the date of the
member's death and assuming that tho member would have t*en eligi-
ble for a normal retirement benefit as of tlu.t date;

(2) in the event of the death of a member’ spoui., who is receiving
a spouse’s pension, the difference between the amount that would have
been paid under AS 14.25,160 and any payments made to the memb r,
spouse, guardian, or dependent children shall be paid to those
beneficiaries described in AS 14.25.160;
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(3) benefits are not payable under this section ifben ifits are payable
under AS 14.25.153, 14.25.157, 14.25.162, or 14.25.167.

(c) The spouse’s pension ¢"crues from the first day of the month
following the death ofa member and is payable on nie last day of the
month. If payment is delayed, a retroactive payment must be made for
the month in which a benefit is payable under this section. The last
payment is for the month in which the spouse dies. (8 17 ch 1GL SLA
1966; am 88 10 — 12 ch 84 SLA 1969; am § 19 ch 69 SLA 1970; am
88 26 — 28 ch 66 SLA 1973; am 8 11 ch 173 SLA 1975; am 8 11 ch 128
SLA 1977; am 8 20 ch 13 SLA 1980; am 8 20 ch 13 SLA 1382)

Effect of amendments. — The 1980 14.25.162. or 14.25.167” for "being paid
amendment rewrote the section. under AS 14.25.162" in paragraph <3>of
The 1982 amendment substituted "pay- subsection Ib).
able under AS 14.2M55, 14.25.157,

Sec. 14.25.166. Designation of beneficiary, (a) Each member
shall designate the beneficiary or beneficiaries to whom benefits pay-
able under this chapter as a consequence of the member's death shall
be distributed.

(b) The designation may oe changed or revoked by the member
without notice to the beneficiary or beneficiaries at any time. If a
member designates more than one beneficiary, each shall share
equally unless the member specifies a different allocation or
preference. The designation ofa beneficiary and a change or revocation
of a beneficiary shall be made on a form provided by the administrator
and is not effective until filed with the administrator.

(c) Ifa member fails to designate a beneficiary, or if no designated
beneficiary survives the member, the death benefit shall be plid (1) to
the surviving spouse or, if there is none surviving, (2) to the surviving
children in equal parts or, if there are none surviving, \3) to the
surviving parents in equal parts or, if there are none surviving, (4) to
the estate. (8 21 ch 137 SLA 1982)

Sec. 14.25.167. Joint and survivor option, (a) Benefits payable
under this section are in place of benefits payable under AS 14.25.155,
14.25.157, 14.25.160, 14.25.162, or 14.25.164. Upon filing an applica-
tion for retirement with the administrator, a member may designate
the member’s spouse or a dependent approved by the administrator as
the contingent beneficiary. The benefit shull be determined in accor-
dance with one of the following options elected:

(1) the member is entitled to receive a reduced berefit payable for
life, and payments in Lhe amount of 75 percent of the reduced benefit
shall, after the member’s r'-nth, be continued to the contingent benefi-
ciary for life;

(2) the member is entitled to receive a reduced benefit payable for
life, nnd payments in the amount of 50 percent of the reduced benefit
shall, after the member’s death, be continued to the contingent benefi-

Cial’ﬁl for life; or
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Official Businass

(907) 465-4954

MEMORANDUM

T0: Senate State Affairs Committee
FROM: Senate State Affairs Committee Staff

RE: CSSB 415 (state affairs) reemployment benefits for TRS and PRS
members

DATE: February 28, 1S84
This bill was carried over from last Thursday"s meeting. The Committee
requested the Division of Retirement to provide the costs of including

TRS members under this bill (see attached letter from the division).

The proposed committee CS expands SB 415 to include the reemployment of
retired persons under TRS.

Section 1 and 2 address reemployment and benefits for TRS. Sections 3
and 4 which parallel sections 1 and 2 contain the original language on
the reemployment of PERS members.

New fiscal information

The estimated cost for including TRS members is $443,000 thousand
for FY "85.

New back-up information

Letter from the Divisior of Retirement



Vic Fischer, Chair ¢ Pouch V
Juneau, Alaska 99811

Official Business (907) 465-4954
MEMORANDUM
TO: Senate State Affairs Committee - -
FROM: Senate State Affairs Committee Staff -
RE: SB 415 Reemployment of retired PERS members
DATE: February 21, 1984

SB 415 addresses reemployment of retired members of the PERS by any
participating employer. This bill would allow contributions made by those
members during their period of reemployment to be calculated along with their
original contributions to determine benefits for their second retirement.
Upon retiring the second time, the employee would receive a pension adjusted
to reflect their second period of retirt ,ent outlined on page 1, (b) of the
bill

The employee would not be able to change their original retirement option,
but may choose a different retirement option for the period of reemployment.

The bill also amends the reemployment benefit calculations for those who
chose early retirement or a level income option to ensure they would not be
discouraged from becoming reemployed.

The bill has a July 1, 1984 effective date clause.

Fiscal information

During FY "85, the impact of this bill is $328.9 thousand dollars.

Back-up information

A sectional analysis with appendix from the Division of Retirement.

A fiscal note from the department of Administration.
A copy of relevant statutes.



IRevision Date:
(Page 1 of 2)

REQUEST FISCAL DETAIL

Bill/Resolution No.: SB 415 Agency Affected: All State Agencies
Title: "An Act relating to PERS"™ Program Category Affected: PERS
Sponsor? Ray BRU, Program or Subprogram(s) Affectea:
Requestor:

Date of Request:

EXPENDITURES/REVENUES:  (Thousands of Dollars)
Operating FY 84 FY 85 FY 86 mm FY 87 Fy 88 I FY 89
100 Personal Svcs i

100 Rtmnt & Bnfts -0- 328.9 355.2 383.7 414.4 1 447.5
200 Travel

300 Contractual

400 Supplies 1

500 Equipment 1

600 Land & Struct i

700 Grants, Claims i

700 TRS Match 1
1

TOTAL OPERATING -0- 328.9 355.2 333.7 414 .4 447.5

CAPITAL
REVENUE T

FUNDING:  (Thousands of Dollars)

General Fund -0- 297.3 321 :i 346.8 374.5 404.5
Federal Funds 15.1 16.3 11, 6. 19.6 20.6
Other 16.5 17.8 . A9.J * 20.3 22.4
Total u 328.9 355..2_ 383.7 , 414.4  447.5

POSITIONS:

LFuII-T_lme
art-Time

[TemDorary

SOURCE OF FUNDS TO OFFSET IMPACT OF BILL:

ANALYSIS: Attach a separate paae for analysis.

Prepared By: J<K. Humphrey~g/Vf >/ A~A~AnAAN_Afhone: 465-4460

Division:  -Retirement "~nefits T 7/ Date:_  2-16-84
Approved by Commissioner: | pndd Date:
Agency: Department of ridmin- s.trfrffion

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)
p\/ Ai(jTb

1



(Page 2 of 2)

Senate Bill 415
Fiscal Note Analysis

Prepared by the Division of Retirement & Benefits

Department of Administration

February 17, 1984

Passage of this bill would allow retirees in the Public
Employees® Retirement System (PERS) to be reemployed with
a participating employer and use the highest salaries over
their entire period of service under the PERS for
calculating thrir additional benefit. We have estimated
that approximately 2|% of all retirees would exercise this
option and that it would result in an average increase of
20% in their benefit.

This is estimated to result in a .07% increase in the PERS
employer contribution rate. The PERS state salaries for
FY 85 are estimated to be $469,898,512.00.

The present value of the ~cost of this bill is
$2,880,000,00; this would produce a .29% decrease in the
funding ratio.



Sectional Analysis of Senate Bill 415

Section 1 would repeal and reenact AS 39.35.150 to allow a reemployed
PERS retiree to take advantage of higher salaries earned
during the period of reemployment. The original retirement
option selected would be irrevocable!, but, in computing the
total benefit payable upon reappointment to retirement, the
employee®s highest earnings would apply to the total period
of credited service, not just to the period of
reemployment. ,-Thi-s-woiiJjj_work to further the purpose of
the system (AS 39.35.010) by encouraging qualified retirees
to return_to covered employment. In addition, this section
would ensure that retirees who had selected early
retirement or a level income option would not be
disadvantaged by beciming reemployed. As is done now,
benefit payments would cease and mandatory contributions

would resume during the period of reemployment.

Section 2 would amend AS 39.35.450 (e) to coincide with the new
language 1in Section 1 of this bill. Although options
selected at retirement remain irrevocable, employees in all
cases would have the freedom to select a different

retirement option for the period of reemployment.

Section 3 would make the bill effective July 1, 1984.

*VvrrnOK/N- -

ey



Appendix tc Sectional Analysis of SB 415

The purpose of this appendix is to provide concrete examples of how the
provisions of SB 415 would work. Under the terms of the bill, a PERS
retiree reemployed under the system would, upon subsequent retirement,
receive the benefit payments he or she was receiving plus an additional
pension. The additional pension, which takes into account the total
period of credited service, the employee®s highest earnings, and the value
of the original benefit, is eaual to the new formula benefit minus the old
formula benefit., including post retirement pension adjustments (PRPA’S) on
the old formula benefit, plus adjustments for early retirees who become
reemployed before normal retirement age and persons who select a level
income opr.ion and become reemployed before age 65. In these examples, we
have assumed that the retiree has no outstanding indebtedness at the time

of retirement.

Example Mo. 1: Assume that an employee selected normal retirement and was
appointed on July 1, 1980, at age 55 with 17 years of PERS service and an

average monthly compensation of $2500. The formula benefit for this

person is $850.

Average monthly compensation x 2X x credited service = Formula benefit

$2,500 x %% x 17.0 years = $850
This individual received benefits for over two years before returning to
PERS employment. Because a 4% PRPA was granted in both 1981 and 1982, the

formula benefit amount as of July 1, 1982, including PRPA"s, was $919.36.

$850 x .0816% (two 4" PRPA"s compounded) = $69.36



The employee w<rks for four years after becoming reemployed at amonthly
salary of $3,350in August of 198? and then reapplies for normal
retirement in 1986 with 21 total years of credited service and an average

monthly compensation of $3,350.

New Formula Benefit =$3,350 x 26 x 21.0 years = $1,407

New Formula Benefit -0ld Formula Eenefit
(includinci PRPA"s) + Adjustment (if appropriate) = Additional

Benefit

$1,407 - $919.36 = $487.64

Original Actual Benefit + Additional Benefit = New Total Benefit

$919.36 + $487.64 = $1,407

Example No. 2: Make the same assumptions as in the first example except
that the employee selected a 753 joint and survivor option upon initial
appointment, to retirement (employee and spouse both 55 years old). The
formula benefits are the same as in the first example; however, the actual
original benefit was reduced using the reduction factor for the joint and

survivor option,

$850 x .86898 = $738.63



Adding the PRPA®"s on as before,
$738.63 x .0816 = $60.27
$60.27 + $738.63 = $798.90

gives the actual original benefit.

The employee selected a normal retirement for the second segment of
employment; “he 75% joint and survivor remains in effect for the first

segment since retirement options are irrevocable.

Because the formula benefits are the same as in the Tfirst example,the

additional pension is the same and the new, actual benefit is

Original Actual Benefit + Additional Benefit = New Total Benefit

$798.90 + $487.64 = $1,286.54

Example Mo. 3: Assume that an employee is appointed to early retirement
on September 1, 1982, at age 53 with 13years of PERS service and an
average monthly compensation of $3000. The formulabenefit for this
person is $780.

$3000 x 2% x 13.0 years = $780

The actual benefit would be reduced using the reduction factor for early

retirement.,

$780 x .849567 = $662.66

This is the actual original benefit since a PRPA was not granted in 1983.

The employee receives benefits for one year and is then reemployed at a



monthly salary of $3,500 for one year. The employee is retired again at
age 55 with an average monthly compensation of $3,167 (one year (& $3,500

per month and two years @ $3,000 per month).

An actuarial adjustment 1is appropriate since the employee retired early
and then was reemployed prior to normal retirement age; unlike under the
current law, the employee is compensated for the fact that benefits were
not received during the full early retirement period.

New Formula Benefit = $3,167 x 2% x 14.0 years = $886.76

New Formula Benefit - Old Formula Benefit + Adjustment = Additional

Benefit

$386.76 - $780 + $45.06 = $151.82

Original Actual Benefit + Additional Benefit = New Total Benefit

$662.66 + $151.82 = $814.48



Retirees' Voluntary Dental-Vition-Audio Plan

Suppl tal Benefits Syst
DEPARTMENT OF ADMINISTRATION Grgteg i?ael?h?LifeerI]neslu?an)clg eBrgnefits
DIVISION OF RETIREMENT & BENEFITS Deferred compensation Plan o
POUCH CR Public Employers Social Security Contributions

JUNEAU, ALASKA 99811
Bill Sheffield, Governor

(907) 465-4460

February 27, 1984

Honorable Vic Fischer
Chairman

State Affairs Committee
Pouch V

Juneau, AK 99811

Dear Mr. Chairman:

This letter 1is to supply you with an estimate of the fiscal impact of
including Teachers® Retirement System (TRS) members under the provisions
of SB 415. These figures are tentative pending receipt draft substitute
bill for review.

As in our current fiscal note to SB 415, we have estimated that
approximately 2i% of all retirees in both PERS and TRS would exercise this
option and that it would result in an average increase of 20% cf their
benefit. This 1is estimated to result in a .07% increase in the PERS
employer contribution rate for an FY 85 cost of $328,900.00 based on an
estimated FY 85 PERS salary of $469,878,512.00. The TRS employer
contribution rate would 1increase by approximately .1% of FY 85 TRS
estimated State salaries of $379,349,180.00, yielding an FY 85 TRS cost of
approximately $443,000.00. The total FY 85 estimated state cost would be
$771,900.00.

If we can be of any further assistance, please contact me.

Sincerely
J.K. Humphre,
Director
JKH/sfT
cc: Commissioner Lisa Rudd
Eleanor Andrews
Rebecca Burch
02-WIH NOTE; Pleese Include Your Soclil Security Number In All Correspondence &Requests

Cover a& riM ftre ~TE 5



FURTHER: FINANCE

77/34
Date
Mr. President
The Committee on STATE AFFAIRS considered SB 415

employee benefits under the Alaska Employees” Retirement System; efd.

and (a majority of the committee) (the committee) reports it back with
the following recommendations:

[ ] do pass
(1 do pass with attached amendment(s)
[ ] replace with/or adopt CS for
)] new title
[ 1 same title and recommends
[ 1 and attached a "LETTER OF INTENT" [ ] NEW FISCAL NOTE
() reports it back without recommendation
[ 1 recommends referral to Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS
yf / ]
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