COMMITTEE REPORT

SENATE
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Mr. President
The Committee on FINANCE considered SB 92

benefits under the supplemental benefits system; efd.

and (a majority of the committee) (the committee) reports it back with
the following 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" [ 1] NEW FISCAL NOTE

reports it back without recommendation

recommends referral to Committee
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Chairman
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SENATE AMENDMENT //i

By state affairs committee
To: SENATE BILL No. _juz_
To: HOUSE BILL No.
Page: 3 Line: 12

DELET:

(6) OTHER EMPLOYEE BENEFITS SET OUT IN REGULATIONS ADOPTED BY THE PUBLIC EMPLOYEES
RETIREMENT BOARD.

ADD:
(6) DEPENDENT CARE BENEFITS.
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Introduced: 1/23/85
Referred: Health, Education & Social Services
and Finance

BY THE RULES COMMITTEE BY
Il THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 92
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to benefits under the supplemental
benefits system; and providing for an effective
date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.30.150(a) 1is amended to read:

(2) In place of contributions to the federal social securit
system that would have been required on behalf of an employee had the
participating employer belonged to the social security system, the
participating employer shall contribute 12.26 percent of the wages of
the employee up to the taxable wage base then in effect in the social
security system. AlIl costs of establishing and administering the
benefit program established by AS 39.30.160 must [SHALL] be paid from
the contributions made by the participating employers under this
section. The balance of the contributions made by the participating
employers must- [SHALL] be paid into special individual employee bene—
fit accounts in the Department of Administration tobeused to provide
supplemental employee benefits provided in AS 39.30.160.In addition,
voluntary wage reductions authorized under AS 39.30.150(c) must be
paid into ttic special individual employee benefit accounts under the
terms of the State of Alaska Supplemental Annuity Plan.

* Sec. 2. AS 39.30.150(c) 1is amended to read:

(c) An employee of a participating employer 1is considered to
have agreed to have the employee®s wages reduced by an amount equal to
one-half the total contribution that the participating employer is

21 - SB 92
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required Co make on behalf of the employee under this section. In
addition, an employee may voluntarily elect additional wage reductions
under the terms of the State of Alaska Supplemental Annuity Plan.
Sec. 3. AS 39.30.155(a) 1is amended to read:

(a) The Public Employees Retirement Board (AS 39.35.030) shall

(1) hold regular and special meetings It considers neces—
sary to carry, out 1its responsibilities relating to the supplemental
employee benefit program; all meetings are open to the public and the
board shall keep a full record of all its proceedings;

(2) adopt, with modifications it considers proper, regu—
lations recommended by the administrator for carrying out the supple—
mental employee benefit program, including regulations establishing
additional benefit options not listed in AS 39.30.160C(a) (1) - (%),
and regulations providing employees the opportunity to periodically
change distribution of contributions among the supplemental benefit
options listed in AS 39.30. 160(a);

(3) consider matters referred to it bythe administrator in
connection with changes 1in policy and revisions of the supplemental
employee benefit program;

(4) act as an appeals board, hold hearings at the request
of an employer, employee, surviving spouse, or a beneficiary on de—
cisions made by the administrator that relate to the payment of bene—
fits under the supplemental employee benefit program, and submit 1its
findings to the administrator;

(5) prescribe policies for the operation of the supple—
mental employee benefit program and take other action that it consid—
ers necessary to carry out the purposes of that program;

(6) advise the Department of Administration concerning the

ieatures to be included in the benefit options provided under

-2-
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AS 39.30.160(a)-

* Sac. 4. AS 39.30.160(a) 1is amended to read:

(a) The Department of Administration shall, 1in accordance with
policies prescribed by regulations of the Public Employees Retirement
Board, provide to employees for whom benefit accounts are established
under AS 39.30.150 the following benefit options:

(1) supplemental health benefits,

(2) supplemental death benefits,

(3) supplemental disability benefits,

(4) supplemental survivor benefits, [AND]

(5) supplemental annuities, and

(6) other employee benefits set out in regulations adopted
by the Public Employees Retirement Board.

* Sec. 5. The plan administrator of the State of Alaska Supplemental
Annuity Plan may submit plan amendments to the United States Internal
Revenue Servi e to implement this Act and to convert the State of Alaska
Supplemental Annuity Plan to a qualified plan that permits additional
tax-deferred voluntary wage reductions and, on vreceipt of a favorable
ruling, shall implement the provisions of secs. 1 and 2 of this Act.

* Sec. 6. Sections 1 and 2 of this Act take effect upon receipt of a
favorable ruling by the United States |Internal Revenue Service on the
amendments converting the supplemental annuity plan to a qualified plan
that permits additional tax-deferred voluntary wage reductions.

* Sec. 7. Sections 3, 4 , and 5 of this Act take effect immediately 1in

accordance with AS 01.10.070(c).



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

Page 1 of 3

REQUEST - FISCAL DETAIL

Bill/-ResolutHefi-No.mm - Agency Affected: Administration
Title; an Art ppiaHng tnRpnpfi*® Program Category Affected: Labor Services
Under the Supplemental-Benefits System \
Sponsor:  Gnvprnnr, BRU, Program or Subprogram(s) Affected:
Requestor:
Date of Request:

EXPENDITURES/REVENUES:  (Thousands of Dollars)
rr 85 FY 86 Fy 87 Fy 88 " FY 39 FY %
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL 200.0
AOO SUPPLIES
500 EQUIPMENT
600 LAND 4 STRUCTURES
700 GRANTS, CLAINS

800 MISCELLANEOUS
TOTAL OPERATING 200.0

CAPITAL"
REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER 200.0
TOTAL 200.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page If necessary)

Prepared By: J -k - Humphr one: 465-4400
Division: Retirement & Ben...... - - Date:  December 19, 1984

Approved by Commissioner: Lisa Rudd Af. 4?"ar—S/

Agency: Department of Administration

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) Rev. 7/1/84



IV ANALYSIS:

Page 2 of 3

Draft Bill

December 18, 1984

This bill would allow the Administrator of the state
Supplemental Benefits System (SBS) to amend the State of
Alaska Supplemental Annuity Plan to provide for additional
voluntary contributions. This amendment to the Plan would-
be submitted for approval to the Intermal Revenue Service
(IRS) t retain the Plan"s qualified status. The
additional contributions would allow SBS participants to
defer up to 18" of their compensation as contributions.
This bill would also allow the inclusion of additional

elective benefits under the SBS.

The total estimated cost is categorized as follows:

a. $150,000 for changes in EDP systems of Divisions of
Finance and Retirement & Benefits.

b. $50,000 for consulting services and for booklet and
form revision, connected with establishing and
qualifying the new Plan in accordance with Federal
Law and Internal Revenue Code and to assist iIn IRS

qualification of the Plan. This should also cover

fib



January 23, 1985

The Honorable Don Bennett
President of the Senate
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Senator Bennett:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, | am transmitting a bill relating to bene-—
fits under the supplemental benefits system (SBS) estab-—
lished by AS 39.30. The bill would allow the vast majori —
ty of employees voluntarily to defer and "tax shelter”
additional compensation by raising the maximum Ulimit on
SBS contributions to approximately 18 percent of all com—
pensation, vrather than tie 12.26 percent of the Social
Security wage base that 1is currently allowed. This would
be accomplished by converting the State of Alaska Supple—
mental Annuity Plan to a plan under sec. 401(k) of the In—
ternal Revenue Code.

Sections 1 and 2 of the bill amend AS 39.30 to permit vol —
untary contributions in addition to the current 12.26 per—
cent of employer contributions. Sections 3 and 4 amend
AS 39.30 to allow the addition of new benefits through the
adoption of administrative regulations.

All changes to the supplemental annuity plan must be ap-—
proved by the Internal Pavenue Service to protect the tax
exempt features of the plan. Sections 4 and 5 of the bill
permit the plan administrator to submit appropriate amend-—
ments to the Internal Revenue Service, and make implemen—
tation of the law contingent on a favorable ruling by that
federal agency.



These amendments will offer employees the advantage of tax
sheltering additional deferrals of wages and will provide
the state greater flexibility 1in tailoring benefit pro-—
grams .

Sincerely,

Bill Sheffienfl
Governor
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IV ANALYSIS:

Page 2 of 3

Draft Bill

Fiscal Note Analysis
Prepared by Division of Retirement & Benefits
Department of Administration

December 18, 1984

This bill would allow the Administrator of the state
Supplemental Benefits System (SBS) to amend the State of
Alaska Supplemental Annuity Plan to provide for additional
voluntary contributions. This amendment to the Plan would-
be submitted for approval to the Intermal Revenue Service
(IRS) t retain che Plan"s qualified status. The
additional contributions would allow SBS participants to
defer up to 18% of their compensation as contributions.
This Dbill would also allow the inclusion of additional

elective benefits under the SBS.

The total estimated cost is categorized as follows:

a. $150,000 for changes in EDP systems of Divisions of
Finance and Retirement & Benefits.

b. $50,000 for consulting services and for booklet and
form revision, connected with establishing and
qualifying the new Plan in accordance with Federal
Law and Intermal Revenue Code and to assist in IRS

qualification of the Plan. This should also cover



Draft Bill

Fiscal Note Analysis
Prepared by Division of Retirement & Benefits
Department of Administration

December 18, 1984

the cost incurred for the preparation
distribution of informational materials

employees.
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SENATE AMENDMENT

By state affairs committee

SENATE BILL No, _92_
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Page: 3
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(6)
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OUT IN REGULATIONS ADOPTED BY THE PUBLIC EMPLOYEES
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and (a majority of the committee) (the committee) reports it back with
the following recommendations:

do pass
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new title
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Introduced: 1/23/85
Referred: Health, Education & Social Services

and Finance

BY THE RULES COMMITTEE BY

IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 92
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to benefits under the supplemental

BE

benefits system; and providing for an effective

date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.30.150(a) is amended to read:

(a) In place of contributions to the federal social security

system that would have been required on behalf of an employee had the
participating employer belonged to the social security systenm, the
participating employer shall contribute 12.26 percent of the wages of
the employee up to the taxable wage base then in effect in the social
security system. Allcosts of establishing and administering the
benefit program established by AS 39.30.160 must [SHALL] be paid from
the contributions made by the participating employers under this
section. The balanceof the contributions made by the participating
employers must [SHALL] be paid 1into special individualemployee bene —
fit accounts in the Department of Administration to be used toprovide
supplemental employee benefits provided in AS 39.30.160. In addition,
voluntary wage reductions authorized under AS 39.30.150(c) must be
paid into the special individual employee benefit accounts wunder the
terms of the State of Alaska Supplemental Annuity Plan.
Sec. 2. AS 39.30.150(c) 1is amended to read:

(c) An employeeof a participating employer 1is considered to
have agreed to have the employee®"s wages reduced by an amount equal to

one-half the total contribution that the participating employer is

-1- SB 92
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required to make on behalf of the employee under this section. In
addition, an employee may voluntarily elect additional wage reductions
under the terms of the State of Alaska Supplemental Annuity Plan.
Sec. 3. AS 39.30.155(a) 1is amended to read:

(a) The Public Employees Retirement Board (AS 39.35.030) shall

(¢H) hold regular and special meetings it considers neces-
sary to carry out its responsibilities relating to the supplemental
employee benefit program; all meetings are open to the public and the
board shall keep a full record of all its proceedings;

(2) adopt, with modifications it considers proper, regu—
lations recommended by the administrator for carrying out the supple-
mental employee benefit progranm, including regulations establishing
additional benefit options not listed in AS 39.30.160(a)(1) -- (5),
and regulations providing employees the opportunity to periodically
change distribution of contributions among the supplemental benefit
options listed in AS 39.30.160(a);

3) consider matters referred to it by the administrator in
connection with changes 1in policy and revisions of the supplemental
employee benefit progranm;

4 act as an appeals board, hold hearings at the request
of an employer, employee, surviving spouse, or a beneficiary on de-
cisions made by the administrator that relate to the payment of bene-
fits under the supplemental employee benefit program, and submit its
findings to the administrator;

(5) prescribe policies for the operation of the supple-
mental employee benefit program and take other action that it consid-
ers necessary to carry out the purposes of that program;

(6) advise the Department of Administration concerning the

features to be included in the benefit options provided under
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AS 39.30.160(a)-
* Sec. 4. AS 39.30.160(a) 1is amended to read: \Y
0
(a) The Department of Administration shall, in accordafce with
policies prescribed by regulations of the Public Employees Retirement
Board, provide to employees for whom benefit accounts are established
under AS 39.30.150 the following benefit options:
(1) supplemental health benefits,
(2) supplemental death benefits,
(3) supplemental disability benefits,
(4) supplemental survive-!-benefits, [AND]
(5) supplemental annuities, and
(6) other employee benefits set out in regulations adopted
by the Public Employees Retirement Board.

* Sec. 5. The plan administrator of the State of Alaska Supplemental
Annuity Plan may submit plan amendments to the United States Internal
Revenue Service to implement this Act and to convert the State of Alaska
Supplemental Annuity Plan to a qualified plan that permits additional
tax-deferred voluntary wage reductions and, on receipt of a favorable
ruling, shall implement the provisions of secs. 1 and 2 of this Act.

* Sec. 6. Sections 1 and 2 of this Act take effect upon receipt of a
favorable ruling by the United States Internal Revenue Service on the
amendments converting the "-;pplemental annuity plan to a qualified plan

that permits additional tax-deferred voluntary wage reductions.

* Sec. 7. Sections 3, 4 , and 5 of this Act take effect immediately 1in

accorda.ice with AS 01.10.070(c).

-3- SB 92





