
I
J

'  W.tl t-'.
•1*.

'X i-UK-v.? • ' '

’! ('t > i •••<•

COMMITTEE REPORT 

SENATE
V .; '

FURTHER:

tjtiStj?  '& i , I resident
" m

. i'he Committee on 

investment of funds from deferred compensation.

D a t e _  s / 2. I l k

FINANCE considered HB 406

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

. : :Sj
'■v n

m  :■ [ ]
■ m t  ■ •

do pass

do .pass with attached amendment(s)

r '-'r vv*'

• ..
.
. v ' '
t\: tf-1 * ‘

replace with/or adopt-^5 CS for '
§!?'■[ 1 i ^ n e w  title -:•>
" 0 } j i : [^1 same title and recommends___________________ / s c ? d > S > __________
i . '

[ ) and attached a ^'LET-TER'OF I'NTENT11 [ ] NEW FISCAL NOTE •

; [ ] reports it back without recommendation
I "r-

s

[ ] recommends referral to

• MEMBERS SIGNING 
DO PASS

MEMBERS HAVING ‘ 
OTHER RECOMMENDATIONS

Comm .ttee

t e
/ ••*? * !:V

\

■’ • • .vy*i • . . *•

*> v . •• ‘ i
• ■ I • .*r 'J

■ I* . . •' ' '■

-* * *■_ *i • •
%

**. -

/ f  V J i W  ____________
^  *■- C h a i r m a n

C h a i r m a n  r e c o m m e n d a t i o n



Revision Date:

REQUEST ' . . FISCAL DETAIL
Bill/resolution N o ^tLs'HB 406 ( ? ) s C \ agency arrecied:Commerce & Econ. Dev.
Title: »An Art. rplatina to invest"- Program Category affected:______________

ment of funds . . .  P-blic Protection- ,..------
Sponsor: RPn. Bnncher_____________  BRU, Program or Supprogram(s) anectea:
Requestor:__________________________ Banking, Securities and Corporations
Date of Request:___________________ __________________________________________

STATE OF ALASKA 1985 LEGISLATIVE SESSION

-------------- .------------------------FISCAL NOTE-------------- — --------

EXPENDITURES/REVENUES: (Thousands of Dollars!
rl o p r l b o  1 PI 5/ f t  BPS FY 89 FY 90

OPERATING 1
luo rcnsuiiAi. Sc.nvlC-5 1
200 TRAVEL 1
300 CONTRACTUAL

1 1
*00 SUPPLIES 1 1
500 EQUIPMENT 1 I
500 LAND 4 STRUCTURES

1 1
700 CRANTS, CLAIMS 1 1
300 MISCELLANEOUS 1 1
TOTAL OPERATING - U - - u -  1 - li­ - U -

n
- 0 -

n- 0 -

I CAPilAL l i i i I l 1

I • REVENUE i l < i i i I

FUNDING: (Thousands of Dollars!
s i L u ^ fV n u  r u a j 1 1 1 1 1
-*EDERAL FUNDS 1 1 1 1 1
DTKER 1 1 1 1 .  1
TOTAL -U- 1 -U- 1 -U- | -U- , - U -  ,

pn^TTTOM?;
-OLL-- 1 II',& - 0 -  1 - 0 -  I - U -  1 - 0 - -  - 0 -  , -------- =tr=— i
3ART-T1ME 1 1 1 1
TEMPORARY 1 1 1 1

ANALYSIS: Attach a separate page if necessary

Prepared By:_ 
Division:

WilTisT. Kfrkfratrick, Director Phone: 
Banking, Securities ana/CoVpofirrSngate:J

Approved by Commissi onen/TM-or
f t

Lounsbury
— )  \ )  <^ A  
jren Ht Loui

Agency:__________ Correnerc^ and Economic Development

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

Date:

465-2521

~/l  A J '

7/1/84

2282WB5685a



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

W V / j E V l N .  U L \ T \ l  X HWltUh iUii 4. "WlUV UiUii X

Cramer
A/22/86

Original sponsors: Boucher and Taylor

\

IN THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS FOR HOUSE BILL NO. A06 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: MAn Act relating to investment of funds from deferred

compensation."

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

* Section 1. AS 39.45.010 is amended to read:

Sec. 39.45.010. AUTHORITY. The state or a political subdivision 

of the state may, by contract, agree with an employee to defer,, in 

whole or in part, that employee's salary or wages. (IF INCLUDED IN 

THE CONTRACT TO DEFER PAYMENT OF SALARY OR WAGES, THE STATE OR A 

POLITICAL SUBDIVISION OF THE STATE SHALL PURCHASE A FIXED OR VARIABLE 

LIFE INSURANCE OR ANNUITY CONTRACT. FOR THE PURPOSE OF FUNDING THE 

DEFERRED COMPENSATION PROGRAM PROVIDED FOR IN THIS CHAPTER, FOR THE 

EMPLOYEE.]

* Sec. 2. AS 39.45.030 is amended to read:

Sec. 39.45.030. INVESTMENT AUTHORITY. The administrator of the 

state or political subdivision deferred compensation program is au­

thorized, subject to contracts with individual employees, to invest 

the funds held under a deferred compensation program in

(1) fixed and variable life insurance and annuity con­

tracts or other contracts issued by life insurance companies.-£ha-t- 

•guar-antee principal and-in-tere-str----

(2) shares of or deposits in insured state or federal char­

tered credit unions in the state;

(3) shares of or deposits in insured state or federal char­

tered savings and loan associations in the state;

- 1 - SCS HB 406(Fin)
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1 (4) deposits in insured mutual savings banks in the state;

(5) deposits in insured state and national banks in the

3 state; and
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(6) multi-employer trusts established for investment of 

deferred compensation assets of state and local governments.

* Sec. 3. AS 39.45.030 is amended by adding a new subsection to read:

7 (b) In this section, "insured" means insured by the federal

government or an agency of the federal government.

SCS HB 406(Fin) - 2 -



Position Paper 

House Bill 406

This bill would allow the state or a political 'subdivision of the state 

to invest funds held under a deferred compensation program in a manner 

other than fixed and variable life insurance and annuity contracts. This 

bill would give administrators of deferred compensation programs more 

flexibility in managing their individual programs and permit investment 

in shares of and deposits in certain insured financial institutions in 

Alaska. In any event, v/e feel that an administrator must ensure that the 

size and stability of any funding vehicle is adequate to invest the 

plan's deferred compensation funds. At this time, the department sees no 

problem with allowing these additional options.
j

t

This amendment would have no fiscal impact.

The department's position is neutral.

Lisa Rudd, Commissioner, Department of Administration Date



TONY KNOWLES, 
MAYOR

P O U C H  6 -6 5 0  
A N C H O R A G E , A LA SKA  9 9 5 0 2 -0 6 5 0  
(9 0 7 ) 2 6 4 -6 6 1 0

DEPARTMENT OF FINANCE
Frncul Administration

Recommended Changes to HB 4 0 6 i 

Under 39.45.030

To (1) add - or other contracts issued by life insurance companies which 
guarantee principal and interest;

Add new item - participation in a multi-employer crust established for 
investment of deferred compensation assets of state and local 
governments.

The above two amendments are being reconmended to allow the state and 
local governments full flexibility in selecting providers for deferred 

compensation plans. The new item allows a corporation other than an 
insurance company, savings &  loan, credit union or bank to be an 
eligible investment opportunity for deferred comp plans.

For additional information, contact Barbara Steckel, Chief Fiscal Officer, 
at 264-6610.



Introduced: 4/29/85
Referred: State Affairs
and Finance

1  I N  THE HOUSE BY  BOUCHER

2  HOUSE B I L L  NO.  4 0 6

3  I N  THE L E G I S L A T U R E  OF  THE STATE  OF  ALASKA

4  FOURTEENTH L E G I S L A T U R E  -  F I R S T  S E S S I O N

5  A B I L L

6  F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  i n v e s t m e n t  o f  f u n d s  f r o m  d e f e r r e d

7  c o m p e n s a t i o n . "

8  BE I T  ENACTED BY  THE L E G I S L A T U R E  OF  THE STATE  OF ALA SKA :

9 *  S e c t i o n  1 .  AS 3 9 . 4 5 . 0 1 0  i s  a m e n d e d  t o  r e a d :

1 0  S e c .  3 9 . 4 5 . 0 1 0 .  A U T H O R IT Y .  T h e  s t a t e  o r  a  p o l i t i c a l  s u b d i v i s i o n

1 1  o f  t h e  s t a t e  m a y ,  b y  c o n t r a c t ,  a g r e e  w i t h  a n  e m p l o y e e  t o  d e f e r ,  i n

1 2  w h o l e  o r  i n  p a r t ,  t h a t  e m p l o y e e ' s  s a l a r y  o r  w a g e s .  [ I F  INCLUDED  I N

1 3  THE CONTRACT TO D EFER  PAYMENT OF SALARY  OR WAGES,  THE STATE OR A

1 4  P O L I T I C A L  S U B D I V I S I O N  OF THE STATE SHALL  PURCHASE  A F I X E D  OR V A R IA B L E

1 5  L I F E  INSURANCE  OR ANN U ITY  CONTRACT FOR  THE PURPOSE  OF FUNDING  THE

1 6  DEFERRED  COMPENSATION PROGRAM P R O V ID E D  F O R  I N  T H I S  CHAPTER ,  FOR THE

1 7  E M P L O Y E E . ]

1 8  *  S e c .  2 .  AS  3 9 . 4 5 . 0 3 0  i s  a m e n d e d  t o  r e a d :

19  S e c .  3 9 . 4 5 . 0 3 0 .  INVESTMENT  A U T H O R I T Y .  T h e  a d m i n i s t r a t o r  o f  t h e

2 0  s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n  d e f e r r e d  c o m p e n s a t i o n  p r o g r a m  i s  a u -

2 1  t h o r i z e d ,  s u b j e c t  t o  c o n t r a c t s  w i t h  i n d i v i d u a l  e m p l o y e e s ,  t o  i n v e s t

2 2  t h e  f u n d s  h e l d  u n d e r  a  d e f e r r e d  c o m p e n s a t i o n  p r o g r a m  i n
)

2 3  ( 1 )  f i x e d  a n d  v a r i a b l e  l i f e  i n s u r a n c e  a n d  a n n u i t y  c o n -

2 4  t r a c t s ^

2 5  ( 2 )  s h a r e s  o f  o r  d e p o s i t s  i n  i n s u r e d  s t a t e  o r  f e d e r a l  c h a r -

2 6  t e r e d  c r e d i t  u n i o n s  i n  t h e  s t a t e ;

2 7  ( 3 )  s h a r e s  o f  c r  d e p o s i t s  i n  i n s u r e d  s t a t e  o r  f e d e r a l  c h a r -

2 8  t e r e d  s a v i n g s  a n d  l o a n  a s s o c i a t i o n s  i n  t h e  s t a t e :

2 9  ( 4 )  d e p o s i t s  i n  i n s u r e d  m u t u a l  s a v i n g s  b a n k s  i n  t h e  s t a t e ;

-1- HB 406
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2 (5) deposits in insured state and national banks in the

3 state.

4 * Sec. 3. AS 39.45.030 is amended by adding a new subsection to read:

5 (b) In this section, "insured" means insured by the federal

6 government or an agency of the federal government.
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DEFERRED COMPENSATION PLAN PROPOSAL 

FROM

FRONTIER ALASKA STATE CREDIT UNION



January 15, 1985

Tan Freeman, Assistant Superintendent 

Anchorage School District 

Anchorage, Alaska

Dear Tan,

Frontier Alaska State Credit Union has instituted numerous programs 

over the past year in an attenpt to improve relations with our core 

membership, enployees of the Anchorage School District. Our best program 

has been to have monthly meetings at the credit union with representatives 

frcm the various schools and administrative departments. The credit 

union is looking for new services to offer its members and the Building 

Reps suggested that the credit union develop a tax shelter program. When 

we began to understand how much money was put into tax sheltered annuities, 

we developed a deferred compensation program.

Frontier Alaska State Credit Union is requesting that the Anchorage 

School District allow the credit union to offer a deferred ccnpensation 

plan as specified in Section 457 of the Internal Revenue Code. The 457 

plan is an alternative to the 403(b) annuity tax shelters offered by 

many insurance companies. Frontier believes the plan offers district 

enployees the following advantages.

1. Significant Tax Savings. Employees may defer the lesser of 

25% of gross income or $7,500. Extra deductions are available

---------- during the* last throe years-of employment. * - —  - . -

2. ' Absolute Safety. 457 plan deposits receive $100,000 federal

insurance on each district enployee's account. This is in 

addition to other insurance on existing accounts.



3. 457 Plans Are Easy to Understand. Rates . '1 be set quarterly.

A 457 plan participant may cane in the ci\ iit union at any tine 

and get the balance in his or her account. There are no hidden 

charges.

4. Guaranteed Rates. Frontier intends to set the dividend rate 

quarterly. The rate should be about the sane as the IRA rate. 

Because these will be long-term deposits, enployees will earn a 

relatively high yield.

5. No Charges. Frontier will not charge a service fee or put a 

front or back end load charge on the plan. There is no early 

withdrawal penalty. The credit union wishes to reserve the 

right to set future fees because of -changes in the tax code.

6. Deposits Stay Home. Deposits to these accounts will be used 

by the credit union to make loans to its members.

One disadvantage of a 457 plan compared to the annuities is that the 

457 plan cannot be transferred to a district outside Alaska if an employee 

leaves Anchorage.

Frontier believes that a 457 plan is an attractive fringe benefit 

at virtually no inconvenience to the district. Existing payroll deduction 

forms can be used without modification. Frontier is willing to pay for 

any legal, training, or other charges necessary to inplement the program. 

IRS regulations require that, the employer approve any emergency withdrawals 

prior to retirement or termination of employment.

Enclosed you will find a copy of the proposed plan, a legal opinion 

on-the.plan_and_a copy_o.£ the .regulation, regarding federal insurance 

coverage.



We have contacted several cducator-based credit unions outside 

who offer a 457 plan and they have reported that the plan is popular 

with district enployees and inposes no additional burdens on their 

district personnel.

• We hope for a favorable decision in this natter and look forward 

to working on this program with ycu. Please contact Leslie Ellis, our 

General Manager, at 563-3766 if you have any questions.

President, Board of Directors

AA/jg



DEFERRED COMPENSATION PLaii AND AGREEMENT 

AGREED a .ID ENTERED INTO this _______  day of_____________

ly , between ________________________________, the "Employer",

anc ________________________ , the- "Parxicipc.no".

1. P u r p o s e . Employer desires to establish and Participant 
desires to participate in an "eligible deferred compensation plan" 
as defined in section 457 of the Internal Revenue Code. Participant 
performs services for Employer either as an employee or inaepenaent 
contractor.

NOW T H E R E F O R E s in consideration of the mutual agreement and 
covenant contained herein ana for other valuable consicoration, 
receipt of which is hereby acknowiecgec, it is mutually agreed 
and covenanted by anc between Employer ana Participant as follows:

2. Deferral of Compen s a t i o n . Beginning with the first full 
pay period commencing after execution of this Plan and Agreement 
anc for each pay period thereafter, Employer shall.deduct from 
Participant's compensation as of the last business day 0 1  each
pay perioa anc shall creait on its books and records in Participant's 
Deferrec Compensation Account ("Account"), the following amount 
L.___________ (o 2 5 .00 m i n i m u m ) .

p. Cnanae in Amount of D e f e r r a l . The amount 0 1  compensation to 
be deferred ana not yet earned may b= increased or decreased by the 
execution 0 1  a revised ceferrec compensation agreement provided that 
any such revision shall be effective only for compensation which will 
bo earneo uuring the c.-iena/.r non tr. next succeeding the month during 
union such revision is executed.

4. Investmsn: of Deferrea Compensation. All amounts of deferred 
compensation creaitec to tne Participant's Account shall be invested* m  
a deposit account of Frontier Al-Sria State Credit Union. All divic.nus 
ana otner distributions of the accounts shall automatically be reinvest 
in a deposit account and all earnings shall be credited to th= P a r tici­
pant's Account.



ut,t ERRED CUi.PENBATION PLAN AND AGREEMENT
PAGE 2.

5. Payments Unde r the P l a n , (a) Upo n the P a r t i c i p a n t ' s  S e p a­
ration fr om  Service, as cei i n eo  in P a r a g r a p h  11, Emp lo ye r shall 
cir ec t Frontier A l a sk a  State C r e d i t  U ni o n to pay P a r t i c i p a n t  the 
value of P a r t i c ip a nt 's  A c c o u n t  in the m a nn e r sp ecified in the 
Se tt le m en t  Agreement, (b) Upon the o c cu r re n ce  of an U n f o r e s e e a b l e  
Emergency, as define d in P a r a g r ap h  11, P a r t i c i p a n t  may s u b mi t an 
Unforsee ab ie  E m e r g e n c y  Wit hdrawal  R e q u e s t  on such form su p pl i ed
by Employer. The req ue st  will be a p p r o v e d  by E m pl oy er for only 
the am ount of payment, if any, as is c o n s i s t e n t  wi th  the terms 
oi' this Plan and Agree ment.

6. D i s t r i b u t i o n .to B e n e f i c i a r i e s . If tne P a r t i c i p a n t  dies 
before the entire a m o u n t  def e r re d is paid  to the Pa rticipant, the 
Employer shall a i r e c t  Frontier Alaska State C r e a i t  Union to pay 
the value oi tne A c c o u n t  to the P a r t i c i p a n t ' s  benefici ar y or 
be ne fi ciaries  in the man ner and to the person(s) d e si g na te d
in a he a s si g n a t i o n  of B e n e f i c i a r y  ana De a th  aenei'it P a y m e n t  i'.orrn. 
xi no bv-ieiicijry .has been a.si^r.at=a in the D e signat io n cf 
i . e n d i d - r y  and Death b e n ef i t P a y m e n t  form, E m p l o ye r  snail d i r e c t  
Frontier d a  ska State C r e d i t  Union to l iq uida te  and pay the entire 
amount of the Ac co u n t to P a r t i c i p a n t ' s  estate.

in the event of a d i s t ri bu t io n  to be ne ficiaries, the entire 
.mount deferr ed  and not yet d i s tr i bu te d  must be paid to a b e n e f i c i a r y  
over - •

(a; Trie liie of tne b e n e f i c i a r y  (or'any shorter period), if 
tr.e bene f ic i ar y is tne P a r t i c i p a n t ' s  su r viving spouse, 
or

(b) A period not in exce ss  of fift e e n years, if tne b e n e f i c i a r y  
is not the P a r t i c i p a n t 's s u r v i v i n g  spouse. .

7. Maximum Y e a r l y  D e f e r r a l . E x c e p t  as in Pa ra g ra p h U, the 
maximum amou nt  of P a r t i c i p a n t ' s  comperis.-.'tion tnat may d -. deierr.ee 
for a taxaole year shall no t  exceed the lesser o i :

U )  LV ,50’J, or " * • ' * 7

tb) it-i/on of tne P a rt ic i p a n t ' s  inc'.uainic comperuTatfori. icr 7 
tir-- taxable year, recucea by any a m o u n t  ex ciuc i ul e iron tne 
Participa nt 's  gross income for the tax-ble year under Lection.
4t.Au; oi tne internal Revenue doce on a c c o u n t  of co nt ri u ut i on a  

uy tne employer. - - -

.» Part icipant' s " i n d u c i b l e  comp-.-nsjtion" for a taxable year i n d u c e s  
cr.y con.per.s_tic.n fr om  the Emplo ye r tiut is a t t r i b u u d i e  to s.rv ises 
perfcrmec. lor tr.e Empl oy e r one tnat is i n d u c i b l e  ih tne Parti cip..r.t': 
gross income itr the taxable ye.-.r.



DEFERRED COMPENSATION PLAN AND AGREEMENT
PAGE 3.

• d. Limited Catch-Up. For one or more of trio Participant's 
iast three l;i taxaoie years ending before he attains normal 
retirement age under the Plan, the ceiling set forth in Paragraph 
7 shall be the lesser of:

(a) 315,000.00, or

(b) The sum oi‘ -

(i) The Plan ceiling established for purposes of Paragraph 
7 for the taxable year (determined without regard to 
this paragraph), plus

(ii) So much of the Plan ceiling established for 
7 for taxable years before the taxable year 
not theretofore been useu unaer Paragraph 7 
paragraph.

j .  Ail of the terms ana conaitior.s of the Deferrec Camper, 
sition Plan and Agreement contained on the reverse nereof, are 
incorporated herein and by tnis reference mace a part hereof..

Paragraph 
as has 
or this

E m p l o y e r : * p a r t i c i p a n t :

By_
(Signature fypec Name; (Employee, Incepanuent Contractor;

(Circle One)

Title

• DO YOU HAVE A 40;-L TAX DEFERRED ANNUITY    Yes _____ :,o

THIS AGREEMENT INCLUDES DEFERRALS FROM THE LIMITED CATC.i-UP



DEFERRED COwPEiiSATI Jli PLniJ AND AGREEl-iEilT
PAGE 4.

10. Tininr, ci D e f e r r a l . Compensation v/ill be deferrec for 
a n y  calendar mor.tr. only if an agreement providing for sucn deferral 
has beer, entered into before tne first day of such caler.car month. 
Compensation may be deferred for the caienoer month during v:hich a 
prospective participant first becomes a Participant, if an agreement 
providing for such deferral is entered into on or before tne first 
cay on which the prospective Participant becomes a Participant.

11. Availability oi' Deferred F u n d s . In no event will any amount 
payable be p-aia or made available to a Participant or any b-.-neficiaries 
before the Participant incurs a Separation from Service or an Uni'orsee­
able Emergency, wnich are defined as follows:

(a) Separation from Service shall oa determined in the manner 
orescrioed by the Internal Revenue Service Regulation Sections
*1.457-2(h) (2) £ (5).

(b) Uni'orseeable Emergency shall mean severe financial hardship 
to tne Participant- resulting from a sudden and unexpected illness or 
accident oi the Participant or of a dependent (as defined in Section 
152(a) of tr.e Internal Revenue Cooo) of tne Participant, loss of 
Participant's property cue to casualty, or other similar extraordinary 
and unforseeabie circumstances arising as a result of events bt-yonc 
the control of t h e  Er.pioyc.-u-. Tne circumstances that will constitute
< in Unforseeabie Emergency will depend upon the i_ccs of each case, 
but, in any case, payment may not be mucu to the u-xf&nt that s u m  
hirdsnip is or may be relieved -

(i) tnrough reimbursement oi' compensation by inst: 
or otherwise,

(ii) by iiquiaatior. of the participant's assets, to tne
extent tne liquication woulc not itself cause severe 
financial hardship,

(iii) by cess_tion of deferrals uncer the plan.

Examples of wnat are net considered to be Unforseeabie 
Emergencies i n d u c e  the need to send a Participant's chila to 
collage or the atsire to purchase a home.

It shall be the solu responsibility of the Employer to 
Determine whether an Uni'orseeable Emergency exists.



DEFERRED COMPENSATION PLAN AND AGREEMENT
PAGE p.

12. Settlement Agr e e m e n t . The Settlement Agreement provides 
for the time and manner in which the value oi tne Participant's 
Account is to be paid. The Participant must elect a payment 
commmencement date prior to Separation from Service. Such an 
election can only be mace by Participant completing and executing 
the "Payment Commencement Date" portion 0 1 ’ tne Settlement Agreement 
and delivering it to Employer prior to Separation from Service.

The Participant may make or change an election regarding the 
manner in whicn payments are to be maae by completing and executing 
tne "Manner of Payment" portion of the Settlement Agreement and 
delivering it to the Employer at any time prior to the payment 
commencement oate. In no event shall an electron regarding the 
manner of payments be allowed which will cause payments to be 
maae beyond a date fifteen (15) yars from the initial payment 
commencement date, anc payments in any event must be made on 
at least an annual, basis.

If the Participant fails to elect a payment commencement cate- 
prior to Separation from Service, the Employer snail cause payment 
to commence sixty (60) cays after Separation from Service. If tne 
Participant fails to elect the manner ir. union payments ..re to Or 
n-ce prior to tlse payment commencement date, payments shall be rr. :ce 
in an amount equal to one-fifteenth (l/15th) of the value of the 
Account in fifteen (13) annual payments aGjustea annually lor any 
increase or decrease in the value of the Account. The "Payment 
Commencement Date" portion of the Settlement Agreement si._i 11 become 
effective v/nen executed by botn Participant and Employer. Tr.e " 
";.anner of Payment" portion of tn-_- Settlement Agreement shuii become 
effective when executed by both the Participant -and Employer.

in the event the payment commencement aat-c is changed prior to-~ 
tr.e Participant's Separation from Service or the manner of payment 
•_iectea is cr.angec prior to tr.e payment commencement aate, t n e  i_ttei 
•aate applicable to each, .respectively..snail govern and snail apply 
to aeferred compensation th-t had already been earned ana deferred 
under the Employer's program oi deferred compensation as well as 
compensation that snail ue subsequently earned and deferred.



DEFERRED COMPENSATION PLAN AND AGREEMENT
P a GE 6.

1 3 . Distribution of De f e r r a l s . Payments of amounts deferred 
will commence not ister tnsn THE LATER OF -

(2 ) Sixty (GO) days after the close of tne Plan year in wnicn 
the Participant or former Participant attains (or would h^ve attained) 
normal retirement.age, definec as tne later of age 5 5  or a years of 
service with the Employer, or

(b) Sixty (60) days after the close of the Plan year in whicn 
the Participant Separates from Service with the Employer.

14. Employer's P r o p e r t y . All amounts of compensation, deferred 
under trie Plan and Agreement, all property ana rights purcnasec with 
such amounts, anc all income attributable to such amounts, property, 
or rignts snail remain (until mace available to the Participant or 
owner beneficiary; solely the property and right of the Employer 
(without bsing restricted to tne provisions of benefits uncer the- 
Plan) suo^ect only to the claims of tne Employer's general creditors.

Ip. Employer Obligation tc Participant. At any particular tir.iu, 
the value 0 1  the nccount sr.aii represent tne sole obligation of 
Employer to Participant, uitn respect to Employer's obligation, 
Participant shall oe a g.-noral (not secured) creditor.

± 0 . l.:or.-ASsi:.nment. Participant may not assign, anticipate, 
alienate, sell, transfer, pledge or in any way encumber any of the 
rights Participant may nave hereunoer and Employer shail reject ana 
rc-fus-- to honor any such purported action with respect to sucn-rights. 
This Pian and Agreement shall be binding on the assigns anc successors 
ol‘ Employer and on tne Personal Representative, Executor ana Admin­
istrator of Participant. Tne interest of the Participant or any 
beneficiary designated by the Participant or in any obligation •
established by the Plan anc Agreement shall not be subject to the 
claims of Participant's creditors or to legal process on behalf 
0 1  Participant's creditors or be liable for tne cabts of any 
oeneficiery.



DEFERRED CJMPSNS.-.i lOil PLAN AND AGREEMENT
PAGE 7.

17. Plan to Plan T r a n s f e r s . If a Participant Separates iron 
Service in order to accept employment wit r. another employer within 
tne state of Alas.-.a that sponsors an "eligible deferred compensation 
plan" within the meaning of Section 457 of tne internal Revenue Code, 
and that employer's plan accepts transfers; the amount previously 
aeferred shall automatically be transferred to sucn plan of the new 
employer, regardless of any other provision of this Plan and Agreement.

lo. Acceptance of Deferrals From Another P l a n . Amounts of 
compensation deferred by a Participant pursuant to anotner "eligible 
deferred compensation plan" within the meaning of the Internal Revenue 
Code, will be accepted by this Plan and Agreement. Such amounts shall 
be credited to the Participant's Account established pursuant to this
Pian anc Agreement and shall be subjected to all th« terms and p r o­
visions of this Pian and Agreement.

ly. R e v o c a t i o n . A Participant may rrvoiie any cr.o all deferred 
compensation Plan tne Agreements previously executed by agreement in 
writing signed by the Participant ano the Employer.. Revocation of 
tne Plcn anc agreement will not accelerate payment of amounts cei'erreo. 
Payment will occur oniy upon tne happening of one of the specific events 
c_tailed in this Plan anc Agreement.

20. Frontier Alaska State Credit Union is not a party of this
Plan anc Agreement. Any account established hereunder may be subject
to rate schedules adopted by tne creoit union from time to time.

21. Compliance with Sotion 4 5 7 . This Plan anc Agreement ..is 
ir.tencec to compiy with anu to be administered in a manner consistent 
with section 457 of tne Internal Revenue C o a s . The provisions of 
triis Plan and Agreement shall be interpreted in accordance with tnis 
intent. If requested by tne Employer, the Participant, agrees to _ . 
cooperate in correcting any inconsistency in the administration of 
the’Plan and Agreement under Section 457 of the Internal Revenue Code.



PENSIONSERVICES
D e c e m b e r  18, 1984

Mr. R o b e r t  L i b b e y  
A s s i s t a n t  G e n e r a l  M a n a g e r  
F r o n t i e r  A l a s k a  S t a t e  C r e d i t  U n i o n  
3500  Eide S t r e e t  
A n c h o r a g e ,  A K  9 9 5 0 3

D e a r  Mr. L i b b e y :

W e  h a v e  r e v i e w e d  the d o c u m e n t  and r e l a t e d  f o r m s  w h i c h  
you ha v e p r e s e n t e d  to us, w h i c h  are  e n t i t l e d  " D e f e r r e d  

C o m p e n s a t i o n  P l a n  'and A g r e e m e n t " .

It is o u r  o p i n i o n  t h a t  t h i s  " D e f e r r e d  C o m p e n s a t i o n  P l a n  
and A g r e e m e n t "  w i l l  q u a l i f y  f o r  u s e  as an  e l i g i b l e  S t a t e  
d e f e r r e d  c o m p e n s a t i o n  p l a n  in a c c o r d a n c e  w i t h  I n t e r n a l  
R e v e n u e  C o d e  S e c t i o n  457, a s s u m i n g  th e p a r t i e s  to t h e p l a n  
and a g r e e m e n t  ar e q u a l i f i e d  in a c c o r d a n c e  w i t h  S e c t i o n  457.

. S i n c e r e l y

2 6 / R L D / l l g

A!.ASK A PENSION SERVICES, LTD 601 W EST FIFTH AVENUE. SUITE 601



- N A T I O N A L  C R b D I T  U N I O N  A D f \  . !N £• f R A T I O N  ------ ---------

Leslie Ellis, Manager 
Frontier Alaska 

State Credit Union 
3500 Eide Street 
Anchorage, Alaska 99503
Dear Mr. E llis:

We are responding to your recent le tte r on the National C redit Union 
Administration Share Insurance coverage fo r deferred compensation plans.

Section 745.9-3 o f the National Credit Union Administration Rules and 
Regulations provides that funds deposited by an employer pursuant to a deferred 
compensation plan shall be insured up to $100,000 as to the interest o f each plan 
participant who is a member, separately from  other accounts o f the participant or 
employer.

A copy o f the cited section o f the regulation is enclosed for your re ference.

• l R E G I O N  VI

V l/3RP:jm  
Charter No. 66157 
July 10,1984

Sincerely

/ D. MICHAEL RILEY 
Regional D irector

Enclosure

90 N. Main S t r e e t ,  S u i t e  101 Wal
* " 10Tr.X'S'X ^TXXXXXXXXX^ n r f

Wa l nu t  C r e e k ,  C a l i f o r n i a  9 4 5 9 6  4 1 5 - 4 8 6 - 3 4 9 0



745.8—745.10 CLARIFICATION AND DliFlNITK •; ACCOUNT INSURANCE COVERAGE PART 745

(b) Qualifying joint account*. A joint account 
shall be deemed to exist, for purposes of in- 
surance of accounts, only if each coowner has 
personally executed a joint account signature 
card and possesses withdrawal rights. The 
restrictions of this paragraph shall not apply to 
coowners of a time certificate of deposit or to 
any deposit obligations evidenced by a 
negotiable instrument, but such a deposit must 
in fact be jo intly owned.

(c) Failure to qualify. An account owned jo in tly 
which does not qualify as a jo in t account for 
purposes of insurance of accounts shall be 
treated as owned by the named persons as in* 
dividuals and the actual ownership interest of 
each such person in such account shall be added 
to any other accounts individually owned by 
auch person and insured up to $ 100,000 in the 
aggregate.

(d) Same combination of individuals. A ll jo in t ac­
counts owned by the same combination of in­
dividuals shall first be added together and in­
sured up to 5100,000 in the aggregate.
(e) Interest of each cooumer. The interests of 

each coowner in all joint accounts owned by d if­
ferent combinations of individuals shall then be 
added together and insured up to $100,000 in the 
aggregate.

§745.9*1 Trust accounts.

All trust interests, for the same beneficiary, 
deposited and established pursuant to va lid 
trust agreements created by the same settlor 
(grantor) shall be added together and insured up 
to S100.000 in the aggregate, separately from 
other deposit or share accounts of the trustee of 
such trust funds or the settlor or beneficiary of 
such trust arrangements.

§745.9*2 Keogh Accounts and 
Individual Retirement Accounts.

(n) The present vested ascertainable interest 
of a participant or designated beneficiary in a 
trust or custodial account maintained pursuant 
to a pension or profit-sharing plan described 
under §401(d) or §408(a) of the Internal Revenue 
Code shall be insured up to 5100,000 separately 
from other deposits of the participant or 
designated beneficiary.

(b) Upon liquidation of the credit union, any 
insurance coverage payment shall be made.by 
the Administrator to the trustee or custodian, or 
the successor trustee or custodian, unless othor* 
wise directed in writing, by the plan participant 
or beneficiary.

§745.9-3 Deferred Compensation 
Accounts.

Funds deposited by an employer pursuant to a 
deferred compensation plan shall be insured up to 
$100,000 as to the interest of each plan participant 
who is a member, separately from other accounts 
of the participant or employer. •

§745.10 Public unit accounts.

(a) Public funds invested in Federal credit 
unions and federally-insured state credit unions 
authorized to accept such investments shall be 
insured as follows:

(1) Each official custodian of funds of the 
United States law fully investing the seme in a 
federally-insured credit union shall be separate­
ly  insured up to S100.000;

(2) Each official custodian of funds of any 
state of the United States or any county, 
municipality, or political subdivision thereof 
law fu lly investing the same in a federally- 
insured credit union in the seme state shall be 
separately insured up to 5100,000;

(S) Each official custodian of funds of the 
District of Columbia law fully investing the 
same in a federally-insured credit union in the 
D istrict of Columbia shall be separately insured 
up to $100,000;

(4) Each official custodian of funds of the 
Commonwealth of Puerto Rico, the Panama 
Canal Zone, or any territory or possession of the 
United States, or any county, municipality, or 
political subdivision thereof law fu lly investing 
the same in a federally-insured credit union in 
Puerto Rico, the Panama Canal Zone, or any 
such territory or possession, respectively, shall 
be separately insured up to 5100,000;

(5) Each official custodian referred to in 
subsections (a)(2), (3), and (4) of this section 
law fu lly investing such funds in a federally-

CHANGE 4/DECEMBER 1982 745-3



A n c h o r a g e  S c h o o l  D i s t r i c t  
AUTHOR IZED  PAYROLL DEDUCTION

SOCIAL SECURITY NUMBER CD NAME - Last First Middle

Check and sign all blocks where app licab le . CARD Administrative Use Only

PLEASE READ AND CHECK CAREFULLY. CODE CODE AMOUNT LIMIT

1. TEACHER'S RETIREMENT REINSTATEMENT S per month K 0203

2. TEACHER RETIREMENT ARREARAGES $ per month K 0202

3. PUBLIC EMPLOYMENT RETIREMENT REINSTATEMENT J K 0252

4 SAVINGS RONDS S per pay period K 0802

5 UNITED WAY S Der month S Annual Limit K 0500

fi TOTEM $ per month K 0465

7 FOOD SERVICE ASSOCIATION DUES S K 0460

8. PUPIL TRANSPORTATION TEAMSTER'S DUES $ per month K 0450

Q TFAMSTER'S MAINTENANCE DUES S per month K 0457

10. ALASKA LABORER'S LOCAL 71 $ K 0453

11. ALASKA LABORER'S LOCAL 71 INITIATION FEE $ K 0454

12. ANCHORAGE PRINCIPAL ASSOCIATION S . per month K 0410
S Annual Limit

13. OTHERS
S i

14. ORFDIT UNIONS 
Account Number

per month K 0700

I understand that all new accounts or changes must be processed at the 
Credit Union.
This amount will replace ail other established deductions.

J Account Number

Account number must be present.

CLERK

I hereby authorize the above deductions with the 
understanding that written notice- is required FIFTEEN 
(15) days prior to payday to change a deduction.

Name

D ISTR IBUT ION  W h i l e  • P e ' s o n n e l .  Y e l l o w  - Pay ro l l .  P ink  - I n d i v id u a l

Location 

D a t e ____

A SO  5I81-2CM R e v i s e d PA Y<X )t



ALASKAPENSIONSERVICES
J a n u a r y  21, 1985

Mr. R o b e r t  L i b b e y  
A s s i s t a n t  G e n e r a l  M a n a g e r  
F r o n t i e r  A l a s k a  S t a t e  C r e d i t  U n i o n  
3500 E i d e  S t r e e t  
A n c h o r a g e ,  A K  9 950 3

D e a r  Bob:

E n c l o s e d  as w e d i s c u s s e d  is a d r a f t  of an U n f o r e s e e a b l e  
E m e r g e n c y  W i t h d r a w a l  R e q u e s t  f o r m  t h a t  ca n  be u s e d  w i t h  y o u r  
p r o p o s e d  D e f e r r e d  C o m p e n s a t i o n  pl an.

Let m e  k n o w  if y o u  have  any  q u e s t i o n s  or c o m m e n t s  
r e g a r d i n g  the form.

S i n c e r e l y

R o b e r t  L. Doss, Jr.

2 7 / R L D / l l g

ALASKA PENSION SERVICES. I.TD. W'CH^RAO . . . . . .

601 WEST FIFTH AVENUE. SUITE ftCI r\ v \ r



U N F O R E S E E A B L E  EM ERGEN CY  W IT H D R A W A L  R E Q U E S T

E m p l o y e r :  _________________  ______________________ D a y t i m e  P h o n e :
f l a m e  o f  P a r t i c i p a n t ____________________________________  H o m e  P h o n e :
A d d r e s s : _______________________________________________________  S o c i a l  S e c u r i t y  N o . : _______________________

cT ty  S t a t e  Z i p

I  h e r e b y  r e q u e s t  t h a t  a m o u n t s  d e f e r r e d  f o r  me  u n d e r  t h e  D e f e r r e d  C o m p e n s a t i o n  
P l a n  a n d  A g r e e m e n t  b e  p a i d  t o  m e  i n  t h e  a m o u n t  a n d  m a n n e r  a n d  a t  t h e  t i m e  i n ­
d i c a t e d  b e l o w .

T h i s  r e q u e s t  i s  m a d e  a s  a  r e s u l t  o f  t h e  f o l l o w i n g  c i r c u m s t a n c e s : ____________________

( P l e a s e  a t t a c h  a d d i t i o n a l  p a g e s  i f  m o r e  s p a c e  i s  n e c e s s a r y . )

I  c e r t i f y  t h a t  f u n d s  a r e  n o t  o r  w i l l  n o t  b e  a v a i l a b l e  t o  m e e t  t h i s  e m e r g e n c y  
e i  t h e r :

( i )  t h r o u g h  r e i m b u r s e m e n t  o f  c o m p e n s a t i o n  b y  i n s u r a n c e  o r  o t h e r ­
w i s e ,

( i i )  b y  l i q u i d a t i o n  o f  a n y  a s s e t s  I  m a y  h a v e  w i t h o u t  c a u s i n g
s e v e r e  f i n a n c i a l  h a r d s h i p  o r

( i i i )  b y  c e s s a t i o n  o f  d e f e r r a l s  u n d e r  t h e  P l a n .

AMOUNT O F  PAYMENT  R E Q U E S T E D : ____________________________________

MANNER O F  PAYMENT  R E Q U E S T E D  ( s e l e c t  o n e ) :

________________________ e q u a l  p a y m e n t s  f o r  ___________________ y e a r s .
( __________________ A n n u a l ___________________S e m i a n n u a l ___________________Q u a r t e r l y _________________M o n t h l y  )

 ___________________________ % o f  A c c o u n t  e a c h  y e a r  f o r _________________ y e a r ( s ) ,  t h e n  t h e  b a l a n c e
o f  t h e  A c c o u n t  i n ______________________ e q u a l  p a y m e n t s  f o r _________________ y e a r ( s ) .

L um p  S um
  O t h e r : _____________________________________________________________________ '  .

( I f  t h e  a m o u n t s  a c c u m u l a t e d  b y  t h e  P a r t i c i p a n t  a s  o f  t h e  P a y m e n t  C o m m e n c e m e n t
D a t e  t o t a l  l e s s  t h a n  $ 2 , 0 0 0 . 0 0 ,  o r  i f  m o n t h l y  p a y m e n t s  w o u l d  h e  . l e s s  t h a n
$ 2 5 . 0 0 ,  t h e  E m p l o y e r  w i l l  s p e c i f y  a  l u m p  s u m  o r  a n  a c c e l e r a t e d  p a y m e n t
s c h e d u l e .  )

PAYMENT  COMMENCEMENT DATE R E Q U E S T E D :  _

I  a g r e e  t o  p r o v i d e  w h a t e v e r  a d d i t i o n a l  i n f o r m a t i o n  t h e  E m p l o y e r  m a y  d e e m  
r e a s o n a b l y  n e c e s s a r y  t o  m a k e  a  d e t e r m i n a t i o n  r e g a r d i n g  t h i s  r e q u e s t .

' P A R T I C I P A N T :

DATE_________________________

A C T I O N  BY  E M P I .O Y E R :

_ R e q u e s t  A P P R O V E D  

R e q u e s t  D E N I E D

B y _

T i  t i e



■ A L A S K A
PENSIONSERVICES

J a n u a r y  21, 1 98 5

Hr. R o b e r t  L i b b e y  
A s s i s t a n t  G e n e r a l  M a n a g e r  
F r o n t i e r  A l a s k a  S t a t e  C r e d i t  U n i o n  
3500 Ei de  S t r e e t  
A n c h o r a g e ,  A K  9 95 03

D e a r  Bob:

E n c l o s e d  as w e d i s c u s s e d  is a d r a f t  of an U n f o r e s e e a b l e  
E m e r g e n c y  W i t h d r a w a l  R e q u e s t  f o r m  t h a t  ca n be u s e d  w i t h  y o u r  
p r o p o s e d  D e f e r r e d  C o m p e n s a t i o n  p l a n .

Let me k n o w  if yo u  h a v e  a n y  q u e s t i o n s  or c o m m e n t s  
r e g a r d i n g  th e form.

S i n c e r e l y

R o b e r t  L. Doss, Jr.

2 7 / R L D / l l g

A! ASKA PENSION SERVICES. LTD.



N N F O K E S K E A H I . E  E M E R G E N C Y  W I T H D R A W A L  R E Q U E S T

Err.p 1 o y e  r :______________
N o n e  of P a r t i c i p a n t  

A d d r e s s :  ________

C i t y  S t a t e  Z i p

I h e r e b y  r e q u e s t  t h a t  a m o u n t s  d e f e r r e d  f o r  m e  u n d e r  t h e  D e f e r r e d  C o m p e n s a t i o n  

P l a n  a n d  A g r e e m e n t  be p a i d  t o  m e  i n  t h e  a m o u n t  a n d  m a n n e r  a n d  a t  t h e  t i m e  i n­

d i c a t e d  b e l o w .

T h i s  r e q u e s t  is m a d e  as  a r e s u l t  o f  t h e  f o l l o w i n g  c i r c u m s t a n c e s : __________________

( P l e a s e  a t t a c h  a d d i t i o n a l  p a g e s  i f  m o r e  s p a c e  i s  n e c e s s a r y . )

I  c e r t i f y  t h a t  f u n d s  a r e  n o t  o r  w i l l  n o t  b e  a v a i l a b l e  t o  m e e t  t h i s  e m e r g e n c y  
e i  t h e r :

( i )  t h r o u g h  r e i m b u r s e m e n t  o f  c o m p e n s a t i o n  b y  i n s u r a n c e  o r  o t h e r ­
w i s e ,

( i i )  b y  l i q u i d a t i o n  o f  a n y  a s s e t s  I  m a y  h a v e  w i t h o u t  c a u s i n g
s e v e r e  f i n a n c i a l  h a r d s h i p  o r

( i i i )  b y  c e s s a t i o n  o f  d e f e r r a l s  u n d e r  t h e  P l a n .

A M O U N T  O F  P A Y M E N T  R E Q U E S T E D : ________________________________

M A N N E R  O F  P A Y M E N T  R E Q U E S T E D  ( s e l e c t  o n e ) :

____________________e q u a l  p a y m e n t s  f o r ____________________ y e a r s .
( _______________ A n n u a l ___________________S e m i  a n n u a l ___________________ Q u a r t e r l y ________________ M o n t h  1 y )
___________________________ % o f  A c c o u n t  e a c h  y e a r  f o r _________________ y e a r ( s ) ,  t h e n  t h e  b a l a n c e

of t he A c c o u n t  in___________________e q u a l  p a y m e n t s  f o r _______________y e a r ( s ) .

Lump  S u m
O t h e r : _________________________________________ ;_____________"___________________________________________.

( I f  t h e  a m o u n t s  a c c u m u l a t e d  b y  t h e  P a r t i c i p a n t  a s  o f  t h e  P a y m e n t  C o m m e n c e m e n t
D a t e  t o t a l  l e s s  t h a n  $ 2 ,  0 0 0 . 0 0 ,  o r  i f  m o n t h l y  p a y m e n t s  w o u l d  b e  l e s s  t h a n
$ 2 5 . 0 0 ,  t h e  E m p l o y e r  w i l l  s p e c i f y  a  l u m p  s u m  o r  a n  a c c e l e r a t e d  p a y m e n t
s c h e d u l e . )

PAYMENT COMMENCEMENT  DATE  R E Q U E S T E D : ____________________________________________  '

I  a g r e e  t o  p r o v i d e  w h a t e v e r  a d d i t i o n a l  i n f o r m a t i o n  t h e  E m p l o y e r  m a y  d e e m  
r e a s o n a b l y  n e c e s s a r y  t o  m a k e  a  d e t e r m i n a t i o n  r e g a r d i n g  t h i s  r e q u e s t .

P A R T I C I P A N T :

D A T E ______________________________

A C T I O N  B Y  E M P L O Y E R :

____________ R e q u e s t  A P P R O V E D

____________ R e q u e s t  D E N I E D

By _______________________

Ti t i e

D a y t i m e  P h o n e : ________
N o m e  P h o n e :  ____________

S o c i a l  S e c u r i t y  N o . :

D a t e
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P u b l ic  O f f ic e r s  a n d  E m p l o y e e s § 39.45.060

(4) act as an appeals board, hold hearings at the request of an 

employer, employee, surviving spouse, or a beneficiary on decisions 

made by the administrator that relate to the deferred compi *ation 

program for state employees, and submit its findings to the ad . .jistra- 

tor;

(5) prescribe the policies for the proper operation of the deferred 

compensation program for state employees and take other action that 

it considers necessary to carry out the intent and purpose of the pro­
gram.

(b) In this section "administrator" means the administrator of the 

deferred compensation program for state employees. (§ 38 ch 146 S L A  
1980)

Sec. 39.45.030. Investment authority. The administrator of the 

state or political subdivision deferred compensation program is autho­

rized, subject to contracts with individual employees, to invest the 

funds held under a deferred compensation program in fixed and vari­

able life insurance and annuity contracts. (§ 1 ch 40 S L A  1973)

Sec. 39.45.040. Additional benefits. The deferred compensation 

program established under this chapter exists and serves in addition to 

any existing retirement, pension, or benefit system established by the 
state or its political subdivisions and m a y  not effect a reduction in 

benefits receivable under an existing system. (§ 1 ch 40 S L A  1973)

R e v is e r ’ s notes . —  In ch. 40 . SLA 1973, 
this section contained the phrase "may not 
affect a reduction." That appears to

involve a typographical error, and "affect" 
has been changed to "effect” _here.

Sec. 39.45.050. T a x  deferred investments. The administrator of a 
deferred compensation program under this chapter shall invest only in 

contracts that allow for deferment of the state and federal income tax 

until benefits are receivable under the program and shall m a k e  appro­

priate withholding adjustments in each participating employee’s 
payroll. (§ 1 ch 40 S L A  1973) -

Sec. 39.45.060. Definition. In this chapter "employee” means a 

person, whether appointed, elected or under contract, who provides 

services for the state or a political subdivision of the state for which 

compensation is given. (§ 1 ch 40 S L A  1973)

r: - Chapter 50. Conflict of Interest.
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Section
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Section
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HB 406

Presented to Senate Finance

HB 406 WOULD PERMIT ALASKA CREDIT UNIONS, AS 

AS WELL AS OTHER FINANCIAL INSTITUTIONS, TO DEVELOP TAX-EXEMPT 

'DEFERRED COMPENSATION" PROGRAMS TO BE OFFERED TO PUBLIC 

EMPLOYEES THROUGH THEIR VARIOUS EMPLOYERS.

DEFERRED COMPENSATION IS A TAX-EXEMPT SAVINGS PROGRAM 

APPROVED UNDER FEDERAL IRS CODE. THE IRS CODE PERMITS TWO 

KINDS OF PLANS, ONE THROUGH INSURANCE COMPANIES AND THE OTHER 

THROUGH FINANCIAL INSTITUTIONS.

CURRENTLY, ALASKA LAW ONLY RECOGNIZES INVESTMENT THROUGH 

INSURANCE COMPANIES, WITH FIXED AND VARIABLE LIFE INSURANCE 

AND ANNUITY CONTRACTS. THIS' BILL WOULD ALASKAN PUBLIC

EMPLOYEES TO ALSO OBTAIN DEFERRED COMPE; ^J?ION THROUGH 

FINANCIAL INSTITUTIONS, IN KEEPING WITH FEDERAL LAW.

ALASKA LAW WAS WRITTEN FOR INSURANCE COMPANIES BECAUSE IN 

THE EARLY 1970'S ONLY INSURANCE AND ANNUITY INVESTMENTS COULD 

COMPETE EFFECTIVELY FOR THESE PROGRAMS. HOWEVER, IN RECENT 

YEARS DEREGULATION OF BANKING HAS MADE FINANCIAL INSTITUTIONS 

COMPETITIVE FOR THESE LONG-TERM DEPOSITS. BY EXPANDING THE 

LAW TO COVER FINANCIAL INSTUTITONS, WE ARE THUS EXPANDING THE 

OPTIONS OF BOTH THE EMPLOYER AND THE EMPLOYEE TO CHOOSE THE



DEFERRED COMPENSATION PLAN THAT FITS THEM BEST.

FINANCIAL INSTITUTIONS MEAN BANKS, CREDIT UNIONS, ETC.; 

BUT THAT IS NOT JUST AN ABSTRACT CONCEPT. ONE BIG ADVANTAGE 

OF THE BILL IS THAT IT WOULD ALLOW EMPLOYEES TO HAVE THE 

BENEFIT OF WORKING THROUGH A FINANCIAL INSTITUTION WHICH THEY 

FREQUENT REGULARLY AND WHERE EVIDENCE OF DEPOSITS MAY HELP 

THEM WITH OTHER FINANCING AS WELL.

SECONDLY, THIS BILL IS A KIND OF 'ALASKA RESIDENT HIRE' 

BILL. IT KEEPS ALASKAN EMPLOYEES' LONG-TERM SAVINGS INVESTED 

IN ALASKA, WHERE IT CAN BE RECIRCULATED TO HELP UNDERWRITE 

ALASKA LOANS AND INVESTMENTS. MOST INSURANCE AND ANNUITY 

MONEY AND DEPOSITS GO STRAIGHT OUT OF THE STATE AND ARE 

INVESTED ELSEWHERE.

THIRDLY, THE BILL WILL ALLOW ALASKA CREDIT UNIONS AND 

BANKS TO COMPETE FOR THESE LONG-TERM DEPOSITS. IN THE CASE 

OF CREDIT UNIONS IT WOULD HELP UNDERWRITE CONSUMER LEVEL LOANS 

AND LOANS OF CREDIT UNION BORROWERS. COMMERCIAL AND SAVINGS 

BANKS WOULD FIND A BROADER INVESTMENT ARENA JUST WHEN THE 

ECONOMY IS STARTING TO DROP DOWN BECAUSE OF DROPS IN OIL 

REVENUES.

THE BILL THUS DOES 3 THINGS: 1) IT BENEFITS THE

EMPLOYEEE BY GIVING HIM ADDITIONAL OPTIONS; 2) IT BENEFITS 

ALASKAN FINANCIAL INSTITUTIONS BY BUILDING LONG-TERM DEPOSITS; 

3) IT HAS A GENERAL ECONOMIC BENEFIT TO THE STATE BY KEEPING 

CAPITAL WITHIN THE STATE.

THERE IS A ZERO FISCAL NOTE, AND THIS BILL PASSED OUT OF 

THE HOUSE UNANIMOUSLY. I WOULD APPRECIATE ANY SUPPORT YOU





1  I N  THE HOUSE B Y  BOUCHER

2  HOUSE B I L L  NO.  4 0 6

3  I N  THE L E G I S L A T U R E  OF  THE STATE OF ALASKA

4  FOURTEENTH L E G I S L A T U R E  -  F I R S T  S E S S I O N

5  A B I L L

6  F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  i n v e s t m e n t  o f  f u n d s  f r o m  d e f e r r e d

7  c o m p e n s a t i o n . "

8  BE I T  ENACTED BY  THE L E G I S L A T U R E  OF THE  STATE  OF ALASKA :

9  *  S e c t i o n  1 .  AS 3 9 . 4 5 . 0 1 0  i s  a m e n d e d  t o  r e a d :

1 0  S e c .  3 9 . 4 5 . 0 1 0 .  A U T H O R IT Y .  T h e  s t a t e  o r  a  p o l i t i c a l  s u b d i v i s i o n

1 1  o f  t h e  s t a t e  m a y ,  b y  c o n t r a c t ,  a g r e e  w i t h  a n  e m p l o y e e  t o  d e f e r ,  i n

1 2  w h o l e  o r  i n  p a r t ,  t h a t  e m p l o y e e ' s  s a l a r y  o r  w a g e s .  [ I F  INCLUDED  I N

1 3  THE CONTRACT TO DEFER  PAYMENT OF SALARY OR WAGES,  THE STATE OR A

1 4  P O L I T I C A L  S U B D I V I S I O N  OF THE STATE  SHALL  PURCHASE A F I X E D  OR V A R IA B L E

1 5  L I F E  INSURANCE  OR ANNU ITY  CONTRACT FOR  THE PURPOSE  OF FUNDING  THE

1 6  DEFERRED  COMPENSATION PROGRAM P R O V ID E D  FOR  I N  T H I S  CHAPTER ,  FOR THE

1 7  E M P L O Y E E . ]

1 8  *  S e c .  2 .  AS  3 9 . 4 5 . 0 3 0  i s  a m e n d e d  t o  r e a d :

1 9  S e c .  3 9 . 4 5 . 0 3 0 .  INVESTMENT A U T H O R IT Y .  T h e  a d m i n i s t r a t o r  o f  t h e

2 0  s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n  d e f e r r e d  c o m p e n s a t i o n  p r o g r a m  i s  a u -

2 1  t h o r i z e d ,  s u b j e c t  t o  c o n t r a c t s  w i t h  i n d i v i d u a l  e m p l o y e e s ,  t o  i n v e s t

2 2  t h e  f u n d s  h e l d  u n d e r  a  d e f e r r e d  c o m p e n s a t i o n  p r o g r a m  i n

2 3  ( 1 )  f i x e d  a n d  v a r i a b l e  l i f e  i n s u r a n c e  a n d  a n n u i t y  c o n -

2 4  t r a c t s ^

2 5  ( 2 )  s h a r e s  o f  o r  d e p o s i t s  i n  i n s u r e d  s t a t e  o r  f e d e r a l  c h a r -

2 6  t e r e d  c r e d i t  u n i o n s  i n  t h e  s t a t e :

2 7  ( 3 )  s h a r e s  o f  c r  d e p o s i t s  i n  i n s u r e d  s t a t e  o r  f e d e r a l  c h a r -

2 8  t e r e d  s a v i n g s  a n d  l o a n  a s s o c i a t i o n s  i n  t h e  s t a t e ;

2 9  ( 4 )  d e p o s i t s  i r .  i n s ’ - e d  m u t u a l  s a v i n g s  b a n k s  i n  t h e  s t a t e ;
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1 a n d

2  ( 5 )  d e p o s i t s  i n  i n s u r e d  s t a t e  a n d  n a t i o n a l  b a n k s  i n  t h e

3 s t a t e .

4  *  S e c .  3 .  AS 3 9 . 4 5 . 0 3 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

5 ( b )  I n  t h i s  s e c t i o n ,  " i n s u r e d "  m e a n s  i n s u r e d  b y  t h e  f e d e r a l

6 g o v e r n m e n t  o r  a n  a g e n c y  o f  t h e  f e d e r a l  g o v e r n m e n t .
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COMMITTEE REPORT 

SENATE

FURTHER:

FINANCE

5/10/85 

Mr. President

The Committee on STATE AFFAIRS

D a t e  A  .l Q . j f e L l

considered HB 406

investment of funds from deferred compensation.

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

do pass

do pass with attached amendment(s)

replace with/or adopt CS for _________________________________________
new title
same title and recommends

and attached a "LETTER OF INTENT" 

reports it back without recommendation 

recommends referral to

[ ] NEW FISCAL NOTE

Committee

MEMBERS SIGNING




