


Introduced: 1/18/83
Referred: State Affairs

BY THE RULLS COMMITTEE BY 
REQUEST OF THE LEGISLATIVE 
COUNCIL (for the Blue 
Ribbon Commission on the

1 IN THE^SENATE State Personnel Act)

2 ^  SENATE BILL NO. 57 ( S &  It f 5 J
o  y

3 ) IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act limiting the adjustment of retirement bene

7 fits; and providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * Section 1. AS 14.25.173 is amended by adding a new subsection to

10 read:

11 (b) An adjustment that requires repayment of benefits may not be

12 made under this section if

13 (1) the incorrect benefit was first paid twr years or more

14 before the member or teacher or beneficiary was notified of the change

15 or error; and

16 (2) the change ox* error was not caused by the member or

17 teacher or beneficiary.

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

19 (b) An adjustment that requires repayment of benefits may not be

20 made under this section if

21 (1) the incorrect benefit was first paid two years or more

22 before the employee or beneficiary was notified of the change or

23 error;

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

25 beneficiary; and

26 (3) the change or error relates to the employee's credited

27 service with the state and does not relate to credited service with

28 another participating employer.

29 * Sec. 3. This Act i„ retroactive to July 1, 1979.
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2 * Sec. 4. This Act takes effect immediately in accordance with AS 01.-

3 10.070(c).



ALASKA STATE LEGISLATURE
SENATE STATE AFFAIRS COMMITTEE
SEN’ATOR VIC FISCHER, CHAIRMAN

POUCH V, JUNEAU 99811
(907) 465-4954

Sec t iona l  A n a l y s i s  C S S B 5 7  State A f f a i r s

A p r i l  1 8 ,  1983
Prepared  b y :  S u z a n n e  T r y c k ,

Senate  State  A f f a i r s  Committee

S e c t io n  1 :  A d d s  a two year s ta tu te  o f  l im itat ions  fo r  the  s tate  to
co l le c t  ov e rpa ym ent  o f  re t i rem ent  b e n e f i t s  to T R S .

S e c t i o n  2 :  makes the  same p r o v i s i o n s  f o r  P E R S .  Paragraph (3)
s t a t e s  that o t h e r  p a r t i c ip a t in g  em p lo y e r s  are  not 
r e s p o n s i b l e  f o r  the  paym ents  due to the r e c ip i e n t  
b e ca u se  o f  e r r o r s  made b y  the  s ta te .

Se c t io n  3 :  p r o v i d e s  an immediate e f f e c t iv e  date.

C S S B  57 State  A f f a i r s  d o e s  not conta in  the r e t ro a c t iv e  c la u se  
in c lu d e d  in the  o r ig in a l  bi l l  a s  t h e r e  are  no lo n g e r  any  o u t s ta n d in g  
c a s e s  w h e re  the  s ta te  i s  t r y i n g  to co l le c t  overpaym ent  from 
r e c i p i e n t s  u n d e r  T R S  and P E R S .

T h e  o t h e r  c h a n g e s  are m in o r ,  t e ch n i ca l  a l te ra t io n s .
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If
DEPARTM ENT OF ADM IN ISTRAT ION
DIVISION OF RETIREMENT & BENEFITS
FOUCH CR
JUNEAU, ALASKA 99811

Pub lic  Em ployees' R etln  S y s tem . 
T each e rs ' R etirem en t S y su  

Ju d ic ia l R etirem en t Sy s tem  
E le c te e  Pub lic  O llic e rs  R etirem en t S y s tem  

N stio n s l G uard  R elfrem an t Sy s tem  
T ern to r is l R etirem en t Sys tem  
R etirees' V o lun lsry  Dental-Visiun-Audlo P tsn  

S upp lem en ts! B ene fits  S ys tem  
Group Health/Life In su rsn c e  B ene fits  

D eferred  C om pen sa tio n  Plan 
Public  Em ployer* S oc ia l S ecu rity  C on trib u tio n s

B ill S he ffie ld , G ove rno r

(907) 465-4460

February 16, 1983

The Honorable Vic Fischer 
Alaska State Legislature 
Pouch V
Juneau, AK 99811 

Dear Senator Fischer:

At the Febru 'y 8 meeting of the Senate State Affairs Committee on SB 57, 
I was asked to provide information on appeals for a waiver of adjustment 
in the Public Employees' Retirement System (PERS) and the Teachers' 
Retirement System (TRS) over the last few years. The enclosed chart gives 
basic information on the seven appeals for waiver of overpayment that have 
come before the boards since July 1, 1979.

As you can see, more than two years had elapsed in every case before the 
error was discovered and in every case except one the board waived the 
adjustment of the overpayment. None of these errors occurred after 1976.

I have also been asked to prepare a draft committee substitute which would 
address the division's main cgncerns and still preserve the primary intent 
of SB 57. I have enclosed such a draft but suggest that the committee 
might wish to delay action briefly to provide members of the two 
retirement boards an opportunity to comment.

Please let me \now if you have an .further questions or would like more 
information.

Director

JKH/jb
Enclosures

cc: Eleanor Andrews
Deputy Commissioner for 

Personnel Management

Members of Senate State Affairs Committee

02B4LH
PERS and TRS board members

NOTE: P le a se  Include Your S oc ia l S ecu rity  N um ber in All C o rre sp o nd en ce  & R eq u e s ts



APPELLANT 

Katharina Riech 

Ella Vaughn 

Julie Isaac 

Woodrow, Brown 

Dean Bronson 

Leo Li ki t 

Evelyn Nowell

TRS and PERS Beard Appeals for a Waiver of Adjustment 
of an Overpayment Since July 1, 1979

SYSTEM MEETING
ERROR
MADE

ERROR
DISCOVERED

AMOUNT OF 
OVERPAYMENT

BOARD'
ACTION

TRS

TRS

Fall, 1979 1971

Fall, 1979 • 1970

PERS Spring, 1980 1976

PERS Spring, 1981 1971

PERS Fall, 1981

PERS Fail, 1981

PERS Fall, 1982

1974

1974

1976

1978

1979

1979

1980

1981 

1981 

1981

$14,233 Request Denied

$ 3,535 Adj. of Overpayment Waived

$ 5,055 Adj. of Overpayment and
Service Credit Waived

$ 6,242 Adj. of Overpayment Waived

$ 2,517 Adj. of Overpayment Waived

$ 6,903 Adj. of Overpayment Waived

$ 2,889 Adj. of Overpayment Waived
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Introduced: 1/18/83
Referred: State Affairs and

Judiciary

BY THE RULES COMMITTEE BY 
REQUEST OF THE LEGISLATIVE 
COUNCIL (for the Blue 
Ribbon Commission on the

1 IN THE SENATE State Personnel Ac*-)

2 SENATE BILL NO. 59

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to government interests in intel7.ec-

7 tual work products developed at the expense of the

8 state."

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 39 is amended by adding a new chapter to read:

11 CHAPTER 52. INTELLECTUAL PROPERTY DEVELOPED

12 AT THE EXPENSE OF THE STATE.

13 Sec. 39.52.010. RIGHT TO INTELLECTUAL WORK PRODUCT. (a) Except

14 as provided in AS .’’9.52.040 and AS 14.40.345, all right, title, and

15 interest in and to an intellectual work product of any kind that is

16 subject to the trademark, copyright, or patent laws of

17 States or this state or any foreign country that is developed^ by a

18 public officer or employee or a person under contractyith— the— state

19 is the property of th®. state if developed

20 (1) during working hours;

21 (2) with the contribution of the state beyond what is

22 available to the public in general in the form of facilitiesr equip-
t

23 mcnt, materials, money, or information, or of time or services of

24 another public officer or employee in the course of state employment

25 or another person under contract with the state; or

26 (2/ in connection with the official duties of the public

27 officer or employee or the person under contract,' including but not

28 limited to circumstances in which the public officer or employee or

29 the person is employed or assigned to

- 1 - SB 59



(A) produce or improve an intellectual work product;

(B) conduct or perform research, development work., or

both;

(C) supervise, direct, coordinate, or review state 

financed or conducted research,, development work, or both; or

(D) act in a liaison capacity among governmental or

nongovernmental agencies or individuals engaged in such work.

(b) If a public officer or employee or a person under contract

property of the state, the developer is obligated to

(1) fully and promptly disclose the intellectual work

product to the Alaska Council on Science and Technology (AS 44.21.- 

241);

est in and to the intellectual v

signing of a general waiver upon commencement of employment in accor­

dance with AS 39.05.160 or as part of a contract for services; and

right, or patent.

(c) If the state has a right to an intellectual work product 

under (a) of this section but the council decides that it is inadvis­

able to prosecute qn application for trademark copyright, or patent, 

the council, on behalf of the state, may, after consultation with 

affected state agencies,

mark, copyright, or patent but reserve a nonexclusive, irrevocable,

with the state develops an intellectual work product that is the

(2) assign to the st£

(3) upon request by the council, execute and reasonably 

assist in the prosecution of an application for a trademark, copy-

(1) waive all right, title, and interest in and to the 

intellectual .work product; or

(2) waive all right, title, and interest in and to a trade-



T-ova l t v - f r e e  l i c e n s e  i n  t h e  i n t e l l e c t u a l  w o r k  p r o d u c t  w i t h  p o w e r  t o

grant licenses for all^governmental purposes.

Sec. 39.52.020. COUNCIL AUTHORIZED TO GRANT MONETARY RECOGNITION , t ^
n ml& *•** '""T

FOR CREATION OF INTELLECTUAL WORK PRODUCT. (a) The counc.iL.ls W t h o -  *****
O r

rized to give moneta.r^ recognition to a public officer or employee who

develops an intellectual work product that is the property of the

state and who discharges the irrigations set out in AS 39.ls2.010.

(b) The council shall determine the guidelines, terms, and

conditions, as well as amount, source, distribution, and manner of 

payments under (a) of this section. The council rhall consider the

actual or potential value of the intellectual Work product jin terms of
-eKi *VQ'lCO Afc'AA'C/7‘ pf. yAUJo A*

revenue or reduced operating costs to the state. ^  ?
i d  '
' Sec. 39.52.030. ARBITRATION OF DISAGREEMENTS. (a) Disagree­

ments between a public officer or employee or a person under contract 

with the state and the council pertaining to ownership of an intellec­

ts(tual work product or obligations of the respective parties shall be 

/ disposed of by

(1) voluntary arbitration of all relevant issues, if the

disagreeing parties agree to be bound by the decision upon arbitra­

tion;

(2) compulsory arbitration if that is provided for in any 

applicable contract between the disagreeing parties; or

(3) recourse to the court if arbitration cannot be resorted

to.

(b) The council is authorized to make contracts for compulsory 

arbitration on behalf of the stale.

(c) If arbitration is used to settle disagreements, the provi-

sions^c^ (Uniform A bitration Act) shall govern.

r*oc. 39.52.040. EXCEPTIONS. The provisions of this chapter do

( d )  J m u n u F f r  c < 5 ,  J f c A t f s *  59
1  w z tu . n t f -  e + e & c X u * . t/ T  *
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1 not apply to a public officer or employee associated with or a person

2 under contract with the University of Alaska. Those persons shall be

3 governed by the provisions of AS 14.40.345. The provisions of this

4 chapter do not apply to a member of the legislature.

5 Sec. 39.52.050. ADOPTION OF RULES. The council may adopt rules

6 implementing the provisions of this chapter in accordance with the

7 Administrative Procedure Act (AS 44.62).
i (fm  w ut-J;

8 Sec. 39.52.099. DEFINITIONS. As used in this chapter, unless

9 the context otherwise requires,

10 (1) "council" means the Alaska Council on Science and Tech-

11 nology established in AS 44.21.241;

12 (2) "intellectual work product" means any product of the

13 mind including but not limited to the following:

14 (A) discovery, invention, or idea;

15 (B) process, system, or method;

16 (C) machine, manufacture, or product;

17 (D) composition of matter;

18 (E) design or composition in letters, art, or graph-

19 ics;

20 (F) literary, dramatic, musical, educational, or

21 artistic worl̂ :;

22 (G) certification mark, trademark, patent, or copy-

24 * Sec. 2. AS 14.40 is amended by adding a new section to read:

25 Sec. 14.40.345. INTELLECTUAL PROPERTY DEVELOPED AT THE EXPENSE

26 OF THE UNIVERSITY. All right, title, and interest ir. and to an intel-

27 lectual work product developed by a public officer or employee asso-

28 ciated with or a person under contract with the University of Alaska

29 is the property of the university in accordance with a general policy

SB 59 -4-



established by the university. The policy adopted by the University 

of Alaska may provide for ownership, control, management, and disposal 

of intellectual work products by an independent foundation created for 

the purpose of obtaining intellectual work products, receiving gifts,' 

administering or disposing of interests in intellectual work products, 

and promoting research.

Sec. 3. AS 39r05 is amended by adding a new section, to read:

ARTICLE 5. WAIVER OF RIGHT TO INTELLECTUAL PROPERTY.

Sec. 39.05.160. WAIVER OF RIGHT TO INTELLECTUAL PROPERTY. (a) 

A public officer or employee of the state, before engaging in the 

duties of the office or employment, shall sign a waiver of all right, 

title, and interest in and to an intellectual work product that may be 

developed by the officer or employee at the expense of the state as 

set out in AS 39.52.

(b) Notwithstanding the requirement in (a) of this section, the 

state, in accordance with AS 39.52.020, may share a portion of the 

resulting revenue with or grant a cash award for resulting reductions 

in operating costs to a public officer or employee who develops an 

intellectual work product at the expense of the state.

(c) A puf iic officer or employee may be required to sign, before 

engaging i»k the duties of the office or employment, an acknowledgement 

that the public officer or employee will not receive a share of the 

revenue or reduction in operating costs attributable to an intellec­

tual work product developed as a duty of the office or employment.

(d) The waiver under (a) of this section and the acknowledgement 

under (c) of this section are not considered terms and conditions of 

employment that are subject to negotiation for purposes of collective 

bargaining under the Public Employment Relations Act (AS 23.A0).

Sec. A. AS AA.21.242(b) is amended by adding new paragraphs to read:



1 (9) consistent with the provisions of AS 39.52, retain,

2 assign, license, transfer, sell, or otherwise dispose of, in wholei or

3 in part and upon terms that t*h<* council may direct, any and all rights

4 to, interests in, or income from intellectual wcrk product# acquired

5 by the council under AS 39.52;

6 (10) adopt rules implementing the provisions of AS 39.52.

7 * Sec. 5. AS 37.12.G70(9) and AS 46.12.110(10) are repealed.

*

SB 59 -6-



STATE OF ALASKA

PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill Mo: SB 57 Date on Bill: i-ip-p,3
Title: An Act Limitina the Adjustment of Retirement Benefits
Sponsor: Rules Committee
Requestor:

].. Estimated fiscal impacts on:

a. Expenditures:
(Thousands of Dollars! * • .

FY 83 FY 84 FY 85 FY 85
Ca d ita i
CDerati no
Total i -0- -0- -0-

b. Revenues: 
}Revenue

2. Source of funds to offset fiscal impact of bill:

3. Assumptions:

Undoubtedly there will be some costs to the retirement systems, but they cannot 
be measured. In most instances the individual adjustment would be small.

4. Disclaimer:
This statement has not been reviewed by the 0MB in the Office of the Governor

Preoared By: TTTK. Humphreys. Lfirectr/r
Division:______ Retirement ft Benefits

Phone:
Date:

■465^1460.
.2/24/83,

Aporoved by Commissioner:
Department:_____________________

✓ x ✓ —'i.

5. Distribution:
Original to Legislative Finance 
Copy to OMB 
Copy to Sponsor 
Copy to Requestor

Date:

21?/83



STATE OF ALASKA 
FISCAL NOTE Revision Date 4/19 , 1983 ~~j

I. REQUEST II. FISCAL DETAIL
Bill/Rg^olut;ion..Nq>: ,SD , Agency Affected: Dept, of Adm inistration
T i t l e af1 Program Category Affected:General Government

Sponsor: Ru I p s  hv r p n u p s t  n f  t h P  i p p i c i ^ t i v p  i lRU, Program of Subprogram(s) Affected: 
Requestor: Council for the Blue Ribbon Commission.... AK Council on Science & Technology

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY 83 FY 84 7 7  W FY 86 1 FY 87 "FY 88

100 PERSONAL SERVICES
2C0 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

50.0 50.0 50.0 50.0 50.0

tuTAL OPERATING 50.0 50.0 60.0 50.0 50.0

T i T O T

■RIVENuT

FUNDING: (Thousands of Dollars)
g e n e &a l  Fu n d
FEDERAL FUNDS 
OTHER (Specify Source)

50.0 50.0 50.0 50.0 50.0

POSITIONS:

' T U lC T T O  ......
PART-TIME
TEMPORARY I

L ...... 1

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Alftacm a separates page(\for Aany Analysis

w W o p f r
■\

Prepared By:^ fofcfsrtoph^ Noah. Executive Director___________  Phone: 465-351L
Division: Alaska Council on Science and lechnology

j
Date: Apri 1 19, 1983

Date: April 19, 1983Approved by Commissioner: Coimdssioner T.isn RnrVi 
Department: Department of Administratiion ~ _________

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsorrn«u *■» (s •f rH f-Pov*on+ from ^nnncnrl 3/R/P"5



JMasfea ^gislates
BLUE RIBBON COMMISSION ON THE Pouch YG

STATE PERSONNEL ACT Mail Stop 3123
Juneau, Alaska 99811 

Senator Bill Ray, Chairman (907) 465-4442

M E M O R A N D U M  January 25, 1983

TO: Senate State Affairs Committee

FROM: Teresa B. Cramer
Administrative Assistant

SUBJECT: Senate Bill 57 - Limiting the Adjustment of Retirement Benefits

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

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

Both the Public Employees' Retirement Board and the Teachers' 
Retirement Board have authority to waive collection of overpayments, but 
the uncertainty of an appeal can cause considerable stress to people on 
fixed incomes. Both boards are required to determine whether there 
would be undue hardship imposed by requiring repayment. AS 14.25.175 
and AS 39.35.522. In establishing whether there is financial hardship, 
the entire family financial situation is considered', not just the resources 
of the petitioner.

•JU N E A ii. A L A S K A



Senate State Affairs Committee 
January 25, 1903 
Page Two

The commission recommends that a two-year statute of limitations 
be placed or. the collection of overpayments which resulted from errors 
which were not caused by the retired state employee. Two years provides 
ample opportunity for the division to audit its records and correct any 
errors. After that period, a retired person should not be required to 
repay benefits erroneously received if he or she did not cause the 
error. The division would still correct the amount of future benefits 
paid to the retired person.

Bill Analysis

Page 1 The first section of the proposed legislation adds the
Line j two-year statute of limitations to the Teachers' Retire­

ment System,

Line 18 The second section adds the same provision to the Public
Employees' Retirement System. The amendment to PERS is 
applied only to state employees because the Blue Ribbon 
Commission considered that requiring other participating 
employers to pay for errors made by the state was inappro­
priate.

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

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



Members Present:

SENATE STATE AFFAIRS 
STANDING COMMITTEE 
February 8, 1983 

3:00 p.m.

Senator Victor Fischer, Chair 
Senator Bill Ray 
Senator Arliss Sturgulewski 
Senator Pat Rodey 
Senator Tim Kelly

SCR 3

HCR 5 

NCR 6 

SB 55

SB 83

COMMITTEE CALENDAR

Amended Title: Extending the life of the
Blue Ribbon Commission on the state 
personnel act.

Relating to the seventeenth annual boys' 
state at camp carrol.

Relating to the fifteenth annual girls' 
state at the Sitka Public Safety Academy.

An act relating to collective bargaining; 
and providing for an effective date.

w

An act relating to court leave for 
nonpermanent and temporary employees of the 
state.

WITNESS REGISTER

Terry Cramer
Blue Ribbon Commission on Personnel 
Pouch YG
Juneau, Alaska 99811 
465-4442
Position Statement: Spoke in reference to SB 55, SB 57, and SB

83.

Cherie Shelley 
APEA
340 N. Franklin Street 
Juneau, AK 99801 
586-2334
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Testified on SB 55, SB 57, SB 83, and SCR 3 
Ken Humphreys, Director,
Division of Retirement Benefits 
Department of Administration, Pouch CR 
Juneau, AK 99811 
465-2200
Position Statement: Answered questions on SB 57

Eleanor Andrews 
Department of Administration 
Pouch C
Juneau, AK 99811 
465-2200
Position Statement: Testified in regards to SB 55

John Rubini 
Department of Law 
Pouch K
Juneau, AK 99811 
465-3600
Position Statement: Testified on SB n5

ACTION NARRATIVE

TAPE# 1 of 02/08/83, Side 1 
Recording

SB 57

Number 802 Senator V. Fischer: This bill was before 
the committee last year. Passed to finance 
where it died.

Number 812 Terry Cramer of the Blue Ribbon Commission: 
This bill addresses overpayments to retired 
employees. We now have the option to waive 
collection. But going through a hearing can 
be stressful for retirees. This bill allows 
the state only 2 years to make corrections 
and collect arrearages. The bill also 
applies to municipalities covered under 
PERA.

Number 849 Senator Ray: Relates a real life story of
someone who was traumatized by the state 
collecting on a benefit error.

Number 866 Senator Sturgulewski: Are there other
cases? (End of Side 1. Turn tape over)

Number 001 Senator Ray: Don't know of other cases
recently. (Senator Ray excuses himself for a 
dentist's appointment)

Number 068 Senator Kelly: Wants to amend the bill by 
adding language which would deny excess

-2-



Number 158

Number 168 

Number 176

Number 086

Number 331 

Number 350 

Number 400 

Number 416 

Number 433

K B

benefits even after 2 years if person had 
knowledge of overpayment.
Cherie Shelley of APEA: Testifies strongly
in favor of bill. Retirees often have no 
representation. Hearings are ordeals for 
old folks. Doesn't recommend intent 
language.

Senator Rodey: Intent is hard to prove.
Have to have involved administrative 
hearings.

Rapid discussion on several related topics.

Ken Humphries, Director of the Division of 
Retirement Benefits: The Department cf
Administration has not yet formulated a 
position on this issue. Not sure he 
understands the retroactive provisions. The 
bill doesn't have a great fiscal impact.
Bill doesn't provice any kind of oversight. 
Most, if not all, old overpayments have been 
waived. Necessary to show extreme hardship 
which is easy to prove in most rases. He 
prefers the board to make individual 
decisions based on the circumstances.

Senator Sturgulewski: Is the existing
mechanism adequate:

Ken Humphreys: Answer: Existing mechanism
is adequate.

Senator Sturgulewski: What is the magnitude
of the problem?

Ken Humphries: Can provide data on number
of overpayment cases and disposition.

Senator V. Fischer: Will hold the bill 
over.
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ALASKA STATE LEGISLATURE________________
SENATE STATE AFFAIRS COMMITTEE POUCH V, JUNEAU 99811
SENATOR VIC FISCHER, CHAIRMAN (907) -165-4954

Sect iona l  A n a l y s i s  C S S B 5 7  State A f f a i r s

A p r i l  1 8 ,  1983
Prepared  b y :  Suza nn e  T r y c k ,

Senate  State A f f a i r s Committee

S e c t io n  1 :  A d d s  a two y e a r  s tatute  o f  l im itat ions  fo r  the  state to
co l le c t  overpayment  o f  re t i rem ent  b e n e f i t s  to T R S .

S e c t io n  2 :  makes the same p r o v i s i o n s  fo r  P E R S .  Paragraph (3)
s t a t e s  that o th e r  par t i c ip at ing  em p lo y e r s  are  not 
r e s p o n s i b l e  fo r  the payments  due to the  r e c ip ie n t  
b e cau se  rf  e r r o r s  made by the s ta te .

S ec t ion  3 :  p r o v id e s  an immediate e f fe c t iv e  date.

C S S B  57 State A f f a i r s  d oe s  not contain the  r e t ro a c t iv e  c la u se  
in c lu de d  in the o r ig ina l  bi i !  a s  th e re  are no lo n g e r  any o u t s ta n d in g  
c a s e s  w here  the s tate  i s  t r y i n g  to co l le c t  overpayment  from 
r e c i p i e n t s  u n d e r  T R S  and P E R S .

T h e  o t h e r  c h a n g e s  are  m in o r ,  technica l  a l te ra t io n s .



REQUEST

Bill/Resolution No.________ Work Draft Paper 13-0034 Asper 9-1
Title An Act Limiting the Adjustment of Retirem ent Benefits 
Requested by________________________________________________________

FISCAL DETAIL

Agency Affected Administration - Division of Retirement ft Benefits________________
Program Category Affected labor S e r v i c e s ____________________________________
BRU, Program, or Subprogram(s) Affected fPFRSl
(Note: If more than one budget component is affected, separate line-item amounts and 

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

ToO PERSONAL. SERVICES
100 RETIREMENT BENEFITS
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
>00 GRANTS, CLAIMS, ETC 
700 STATE TRS MATCHING

TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND
Fe d e r a l  f u n d s

VETERAN*S FUND

HIGHWAY FUND
AIRPo r t Fu n d
CAPITAL FUND

POSITIONS

TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

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

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

K. Humphreys, DirectorPREPARED BY' 
AGENCY Division of Retirement & Benefits

Original: Legislative Finance PHONE 465-4460
cc: Budget and Management

Prime Sponsor (First Legislator Named)
Office of the Governor (Keith Specking)

DRAFT
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JU N E A U , A L A S K A

JUasfea 'figislature

BLUE RIBBON COMMISSION ON THE 
STATE PERSONNEL ACT

Senator Bill Ray, Chairman

Pouch YG 
Mail Stop 3123 

Juneau, Alaska 99811 
(907) 465-4442

M E M O R A N D U M January 25, 1983

TO: Senate State: Affairs Committee

FROM: Teresa B. Cramer
Administrative Assistant

SUBJECT: Senate 3ill 57 - Limiting the Adjustment of Retirement Benefits

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

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

Both the Public Employees' Retirement Board and the Teachers' 
Retirement Board have authority to waive collection of overpayments, but 
the uncertainty of an appeal can cause considerable stress to people on 
fixed incomes. Both boards are required to determine whether there 
would be undue hardship imposed by requiring repayment. AS 14.25.175 
and AS 39.35.522. In establishing whether there is financial hardship, 
the entire family financial situation is considered', not just the resources 
of the petitioner.



Senate State Affairs Committee 
January 25, 1983 
Page Two

The commission recommends that a two-year statute of limitations 
be placed on the collection of overpayments which resulted from errors 
which were not caused by the retired state employee. Two years provides 
ample opportunity for the. division to audit its records and correct any 
errors. After that period, a retired person should not be required to 
repay benefits erroneously received if he or she did not cause the 
error. The division would still correct the amount of future benefits 
paid to the retired person,,

Bill Analysis

Page 1 The first section of the p.noosed legislation adds the
Line 9 two-year statute of limitations to the Teachers' Retire­

ment System.

Line 18 The second section adds m e  same provision to the Public
Employees' Retirement System. The amendment to PERS is 
applied only to state employees because the Blue Ribbon 
Commission considered that requiring other participating 
employer' to pay for errors made by the state was inappro­
priate.

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

Page 2 The fourth section of the bill contains an immediate
Line 2 effective date clause.
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Senate Bill 195: Limiting the Adjustment of Retirement

B e n e f i t s ,

p u r p o s e

This bill remedies a problem which the commission was advised 

of in testimony from a retired state employee. When the employee retired 

in 1976, she had been advised on four separate occasions by the staff of 

the Division of Retirement and Benefits that she was eligible for mere 

than nine years of credited service with the state. Shortly after she 

retired ';he legislature amended the retirement laws and she was told 

that she would receive credit for an additional three years because of 

her military service. She began receiving retirement benefits on that 

basis.

In 1979 the division wrote to advise her that their original 

computations had been in error and that her years of employment with the 

University of Alaska could not be included in her credited service. 

Therefore., she had received over $5000 in benefits which she would have 

to repay. They reduced the amount of her check by $100 to be credited 

towards that overpayment, in addition to reducing tht check to the 

amount she was actually entitled to receive.. The basis for denying 

credit for the employee's period of service with the University of 

'Alaska was a regulation adopted by the Division of Retirement and 

Benefits in 1978 —  two years after she had retired.

The'employee appealed to the Public Employee Retirement Board, 

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



determining whether there would be hardship to the employee, the 

board considered her family's financial situation and found that she 

was not entitled to the waiver.

Commission members discovere: that this was not an isolated 

instance. A number of retired state employees have undergone 

similar experiences.’ They relied on assurances from the division 

of retirement and benefits only to discover a considerable time later 

that errors had been marie and that their benefits would be reduced.

The commission recommends that a two-year statute of 

limitations be placed on the collectior. of overpayments. Two years 

gives the Division of Retirement and Benefits ample time to audit 

its records and find and correct any er-ors made. After that period 

of time, a retired person should be freed from the burden of having 

to pay back the state for mistakes cf  t'5 state's employees. This 

protection should be available only in cases where the retired 

person did not contribute to causing the error. It should not 

apply to persons working for employers ether than the state, since 

those employers may not be in a financial position to absorb the 

cost of errors made by state employees.

SECTION BY SECTION ANALYSIS

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

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

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



or error; and

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

Comment

This section amends the Teachers Retirement System 

by prohibiting the Division of Retirement and Benefits 

from decreasing enefits in order to collect for a 

previous overpayment if two conditions are met. The 

first condition if. that the overpayment began two years 

or more before the division told the retired teacher of 

the error. The second condition is that the teacher 

did not cause the error.

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

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

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

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

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

Comment

This section amends the Public Employee Retirement 

System in the same way that section 1 anends the TRS. How­

ever, in this section there is an additional condition. The 

error in computation must relate to the employee's credited



service with the state, and not with another participating 

employer.

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

Sec. 4. This Act takes effect immediately in accordance with AS 01.10. 
070(c).

Comment

Section 3 makes the Act retroactive in order to 

include the retired person who testified before the 

commission. Section A provides that the Act takes 

effect immediately in order to address the hardship to 

retired state employees.
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G roup H'.allh/Llfe In su ran ce  B enefits 
Ocler/ed C om pen sa tio n  Clan 

Public Em ployers S o c ia l S ecurity  C on tribu tion s

B ill Sheffie ld , G overnor

(907) 465-4460

February 16, 1983

The Honorable Vic Fischer 
Alaska State Legislature 
Pouch V
Juneau, AK 99811

Dear Senator Fischer:

At the February 8 meeting of the Senate State Affairs Committee on SB 57, 
I was asked to provide information on appeals for a waiver of adjustment 
in the Public Employees' Retirement System (PERS) and the Teachers' 
Retirement System (TRS) over the last few years. The enclosed chart gives 
basic information on the seven «,oeals for waiver of overpayment that have 
come before the boards since July , 1979.

As you can see, more than two years had elapsed in every case before the 
error was discovered and in every case except one the board waived the 
adjustment of the overpayment. None of these errors occurred after 1976.

I have also been asked to prepare a draft committee substitute which would 
address the division's main concerns and still preserve the primary intent 
of SB 57. I have enclosed such a draft but suggest that the committee 
might wish to delay action briefly to provide members of the two 
retirement boards an opportunity to comment.

Please let me know if you have an further questions or would like more 
information.

Sincerely,

J.K. Humphreys 
Director

JKH/jb
Enclosures

cc: Eleanor Andrews 
Deputy Commissioner for 

Per- ...'I Management

Members of Senate State Affairs Committee

PERS and TRS board members
NOTE: P l a n e  Include You; S oc ia l S ecu rlly  N um ber In A.< C o rreepondence  & R equesla
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TRS and PERS Board Appeals for a Waiver of Adjustment 
of an Overpayment Since July 1, ^9/5

E

APPELLANT SYSTEM MEETING
ERROR
MADE

ERROR
DISCOVERED

AMOUNT OF 
OVERPAYMENT

BOARD 1  
ACTION I

Kath'arina Riech TRS Fall, 1979 1971 1978 $14,233 Request Denied n

Ella Vaughn TRS Fall, 1979 1970 1979 $ 3,535 Adj. of Overpayment Waived 1

Julie Isaac PERS Spring, 1980 1976 1979 $ 5,055 Adj. of Overpayment and |E 
Service Credit Waived y

Woodrow, Brown PERS Spring, 1981 1971 1980 $ 6,242 Adj. of Overpayment Waived ■

Dean Bronson PERS Fall, 1981 1974 1981 $ 2,517 Adj. of Overpayment Waived G

Leo Li kit PERS Fall, 1981 1974 1981 $ 6,903 Aaj. of Overpayment Waived HO

Evelyn Nowell PERS Fall, 1982 1976 1981 $ 2,889 Adj. of Overpayment Waived |j

/.t

» **
•



Sec. 39.35.510. V o lu n ta ry  w a iv e r o f benefits. A retired employee 
may, in writing, request the adm inistrator to suspend, for any period 
of time, payment of all or p a rt of the benefits to which he is entitled. 
The adm in istra tor shall g ran t the request and may not require the 
retired employee to disclose his reason for desiring the suspension. 

.Amounts which are suspended pursuant to the request are forfeited. 
The re tired  employee may subsequently term inate the  suspension by 
filing a w ritten  notice w ith the adm inistrator which states his desire 
to revoke the suspension. Upon receipt of the notice, th e  adm inistrator 
shall authorize resumption of the retired employee’s regu lar pension
payments. (§ 40 ch 143 SLA 1960; am § 49 ch 128 SLA 1977)

»
E ffect o f  am endm ent The 1977 

amendment substituted "administrator" 
for "board” throughout the section.

Sec. 39.35.520. A d ju stm en ts. When a change or e n o r is made in 
the records m aintained by the system, or an error is made in computing 
a benefit, and as a resu lt an  emp’oyee or beneficiary receives from the 
system more or less th an  he would have been entitled to receive had the 
records been correct j r  had the error not been made, (1) the records or 
error iha ll be corrected and (2) as far as practicable, future payments 
shall be adjusted so th a t the  actuarial equivalent of the pension or 
benefit to which the employee or beneficiary was correctly entitled 
shall be paid. If no future payment is due, a person who was paid any 
amount to which he was not entitled is liable for repayment of th a t 
amount, and a person who was not paid the full amount to which he was 
entitled shall be paid the balance of th a t amount. (§ 42 ch 143 SLA 
1960; am § 4 ch 81 SLA 1976)

Effect o f  amendment. — The 1?75 
amendment added the second serOmce.

Sec'. 39.35.522. W aiver o f ad justm ents, (a) Upon appeal by an 
affected member or beneficiary under (b) of this section, the board may 
waive an adjustm ent or any portion of an adjustment made under AS 
39.35.520 if

(1) th e  adjustm ent or portion of the adjustment will, in the opinion 
of the board, cause undue hardship to the member or beneficiary;

(2) the member is re tired  or has submitted notification of impending 
re tirem ent to his employer to be effective no later than  180 days after 
the adjustm ent was made, or the beneficiary was eligible to receive or 
wao receiving benefits under th is chapter before the adjustment;

(3) the adjustm ent will resu lt in a loss of eligibility for benefits for 
the member or beneficiary or resu lt in a reduction of benefits being 
received by tht member or beneficiary of $50 per month or more;

105

• § 39.35.510 P u b l ic  O f f ic e r s  a n d  E m p l o y e e s  § 39.35.522



Sec. 39.35.510. V o lun ta ry  w aiv e r o f benefits. A retired employee 
may, in writing, request the adm inistrator to suspend, for any period 
of time, payment of all or p a rt of the benefits to which he is entitled. 
The adm in istra to r shall g ran t the request and may not require the 
re tired  employee to disclose his reason for d u r in g  the suspension. 
Amounts which are suspended pursuant to the request are forfeited. 
The re tired  employee may subsequently term inate the  suspension by 
filing a w ritten notice with the adm inistrator which states his desire 
to revoke the suspension. Upon receipt of the notice, th e  adm inistrator 
shall authorize resumption of the retired employee’s regular pension
payments. (§ 40 ch 143 SLA 1960; av>, § 49 ch 128 SLA 1977)

>
Effect o f  amendment. — The 1977 

amendment substituted "administrator" 
for "board" throughout the section.

Sec. 39.35.520. A d justm en ts. When a change or error is made in 
the records maintained by the system, or an error is made in computing 
a benefit, and as a resu lt an employee or beneficiary receives from the 
system more or less than he would have been entitled to receive had the 
records been correct or had the error not been made, (1) the records or 
error shall be corrected and (2) as far as practicable, future payments 
shall be adjusted so th a t the actuarial equivalent of the pension or 
benefit to which the employee or beneficiary was correctly entitled 
shall be paid. If no future payment is due, a person who was paid any 
amount to which he was not entitled is liable for repayment of tha t 
amount, and a person who was not paid the full amount to which he was 
entitled shall be paid the balance of that amount. (§ 42 ch 143 SLA 
:,960; am § 4 ch 81 SLA 1976)

Effect o f  amendment. — The 1976 
amendment added <he 6econd sentence

Sec. 39.35.522. W aiver o f ad justm ents, (a) Upon appeal by an 
affected member or beneficiary under (b) of this section, the board may 
waive an  adjustm ent or any portion of an adjustm ent made under AS 
39.35.520 if

(1) the adjustm ent or portion of the f'djusfinent wji]( in t^ e opinion 
of the board, cause undue hardship to the member or beneficiary;

(2) th e  member is retired or has submitted notification of impending 
re tirem ent to h <s employer to be effective no la te r than 180 days after 
the  adjustm ent .vas made, or the beneficiary was eligible to receive or 
was receiving benefits under this chapter before the  adjustment;

13) the adjustm ent will result in a loss of eligibility for benefits for 
the member or beneficiary or resu lt in a reduction of benefits being 
received by the member or beneficiary of $50 per month or more;

§ 39.35.510 P u b l ic  O f f ic e r s  a n d  E m p l o y e e s  § 39.35.522
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.j u n e a u . a l a s k a  Senator Bill Ray, Chairman (907) 465-4442

M E M O R A N D U M  January 25, 1983

TO: Senate State Affairs Committee

FROM: Teresa B. Z rm e rs j£ A £ 4 & $ & (}X C L M A J lA j
Administrative Assistant

SUBJECT: Senate Bill 57 - Limiting the Adjustment of Retirement Benefits

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

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

Both the Public Employees' Retirement Board and the Teachers' 
Retirement Board have authority to waive collection of overpayments, but 
the uncertainty of an appeal can cause considerable stress to people on 
fixed incomes. Both boards are required to determine whether there 
would be undue hardship imposed by requiring repayment. AS 14.25.175 
and AS 39.35.522. In establishing whether there is financial hardship, 
the entire family financial situation is considered, not just the resources 
of the petitioner.



Senate State Affairs Committee 
January 25, 1983 
Page Two

The commission recommends that a two-year statute of limitation 
be placed on the collection of overpayments which resulted from errors 
which were not caused by the retired state employee. Two years provides 
ample opportunity for the division to audit its records and correct any 
errors. After that period, a retired person should nnt be required to 
repay benefits erroneously received if he or she did not cause the 
error. The division would still correct the amount of future benefits 
paid to the retired person.

Bill Analysis

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

ment System.

Line 18 The second section adds the same provision to the Public
Employees' Retirement System. The amendment to PERS is 
applied only to state employees because the Blue Ribbon 
Commission considered that requiring other participating 
employers to pay for errors made by the state was inappro­
priate.

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

Page 2 
Line 2

The fourth section of the bill contains an immediate 
effective date clause.
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j u n e a u . a l a s k a  Senator Bill Ray, Chairman (907) 465-4442

M E M O R A N D U M  January 25, 1983

TO: Senate State Affairs Committee

FROM: Teresa B. Cramer
Administrative Assistant

SUBJECT: Senate Bill 57 - Limiting the Adjustment of Retirement Benefits

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

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

Both the Public Employees' Retirement Board and the Teachers' 
Retirement Board have authority to waive collection of overpayments, but 
the uncertainty of an appeal can cause considerable stress to people on 
fixed incomes. Both boards are required to determine whether there 
would be undue hardship imposed by requiring repayment. AS 14.25.175 
and AS 39.35.522. In establishing whether there is financial hardship, 
the entire family financial situation is considered', not just the resources 
of the petitioner.



Senate State Affairs: Committee 
January 25, 1983 
Page Two

The commission recommends that a two-year statute of limitations 
be placed on the collection of overpayments which resulted from errors 
which were not caused by the retired state employee. Two years provides 
ample opportunity for the division to audit its records and correct any 
errors. After that period, a retired person should not be required to 
repay benefits erroneously received if he or she did not cause the 
error. The division would still correct the amount of future benefits 
paid to the retired person.

Bill Analysis

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

ment System.

Line 18 The second section adds the same provision to the Public
Employees' Retirement System. The amendment to PERS is 
applied only to state employees because the Blue Ribbon 
Commission considered that requiring other participating 
employers to pay for errors made by the state was inappro­
priate.

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

Page 2 
Line 2

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