


Deferred Compensation Overview

The Alaska Legislature now has before it HB-406, which proposes a
change in Alaska statutes to clarify that Alaska based financial
institutions may develop tax-exempt deferred compensation programs to be
offered to public employees through their various employers. Alaska law
presently does not prohibit such programs, but additional flexibility Iis
needed in regard to the options of investing funds.

This pending legislation (HB-406) has been brought about by the
interest of state Rep. Red Boucher and other lawmakers interested in
allowing Alaska financial institutions to compete for Alaska public
employee tax-deferred savings. Presently such Alaskan tax-deferred
savings have only the option of insurance/annuity investments. This
means Alaskan deferred wages must flow out-of-state to insurance company
sponsored plans. Presently Frontier Alaska State Credit Union (formerly
Alaska School Employees Credit Union) 1is prepared to offer such an
alternative /in-state" tax-deferred savings program.

The original offering of the program by Frontier Alaska State
Credit Union has been to the Anchorage School District, with whom they
have had a long relationship. The Anchorage School District tentatively
has agreed to the program pending clarification of the law (HB-406).

Frontier Alaska®"s interest has also stemmed from the interest of
employees and credit union members. In many instances these employees
have come to the credit union seeking assitance in understanding the
variety of insurance/annuity programs for which they are frequently
solicited. Like 1in the case of IRAs, many of these members prefer a plan
that is accessible to them at an institution they frequent regulary for
a broad variety of financial services. “Financial institution® deferred
compensation programs (as opposed to insurance) are common in many other

states.

THE LEGAL PROGRAM

The IRS code presently recognizes and permits financial
institutions to develop such programs. The only legal problem is
language 1in state law that has to do with the manner of investment of
such funds. Alaska law governing deferred compensation was written in
the early-1?70s, and at the time only insurance and annuity investment
could effectively compete for these programs. Since then deregulation
has made financial institutions competitive for long-range investment
deposits. An example of this change 1is the proliferation of IRAs and
money market accounts offered by financial institutions in recent years.
Viewed from an investment standpoint, IRAs are very similar to deferred
compensation. Financial institutions, in fact, can offer greater
security since their accounts qualify and are required to be insured by
the FIDC and its credit union equivalent.
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IHAT IS DEFERRED COMPENSATION?

Deferred compensation is a tax-exempt savings program approved
under IRS code. Under this -federal authority insurance companies and
mfinancial institutions are permitted to develop plans, and with the
permission of school districts, municipal jurisdictions, and utility
associations, offer these plans to public employees.

The IRS permits two kinds of plans, one through insurance companies
and the otherthrough financial institutions. The plans differ mostly
only inthat the federal government reoulates insurance companies and
financial institutions differently.

The plan being developed by Fronter Credit Union 1is a good example
of how most plans work. From a functional point, the public employer
provides the "permission,” and therefore the formal relationship
required under federal law. However, the plan operator does all the
necessary work with the exception of payroll deductions. The payroll
deduction is an essential feature, because technically the employee
never receives the income, it is channeled to the deferred compensation
program (hence the term "deferred compensation®).

The Frontier Credit Union Plan would:

(1) Permit employees to defer from taxes $7,500
yearly, or 25% of 1income, whichever is less.

(2) Provide safety of investment by federal insurance
(National Credit Union Administration) upto $100,000 on
each employee account. Accounts that might exceed $100,000
would be covered by additional federal insurance.

(3) Earnings rates would be set quarterly. Balances
of accounts and other information would be immediately
available on demand. There would also be no hidden charges.
Earnings rates would be similar to those in IRAs (10.25% in
May, 85 on Frontier accounts). In many respects the only
thing different about handling IRAs, and deferred compensat—
ion plans, is that the deferred compensation plans must come
through public employers and from regularly predetermined
deduction of wages.

4) Frontier plans no special charoes or fees for initial
set-up or administration.
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Ent irely Opt ional

In most jurisdictions municipal employers do not endorse any one
kind of plan - or any particular plan. Generally the policy of public
employers appears to be that of certifying a number of qualifying plans
— both financial and insurance/annuity- and leave the employee both
the choice and responsibility of selecting their plan.

The Anchorage School District now recognizes many different plans
and carriers. Frontier Alaska Credit Union will simply be another
"available option® to the employee, although we think it 1is one with the
advantage of <1) local presence and access, and (2) insurability of the
account.

It should be noted that there are exceptions where the employer does
select and offer only one plan. This, of course, then places on the
employer some obligation 1in monitoring the performance of the plan, and
in many cases involves more work and expense on the part of the
employer. It is because of this element of "added obligation” 1inherent
in certifying a sole deferred compensation carrier, that causes most
jurisdictions to opt to the "open policy." This leaves the burden of
choice to the employee and the burden of regulation to state and federal

author ities.

State and Local Interest

There 1is a significant final benefit that has stirred legislative
interest 1in broadening deferred compensation law. The beneficial
economic by-product for the state and local areas is that "savings"™ will
flow to local financial institutions. These local (insured) deposits
will then help underwrite the local investments of Alaska financial
institutions and the loans of local borrowers. It is important to note
that by their very authority deferred compensation Deposits are very
long term deposits, and tend to be cumulative - growing year-after-year
without drawdown. Such a class of deposit would be very valuable to
Alaska financial institutions of any type. Some lawmakers have referred
to HB-406 as a "local hire” money bill. While that may be an
overstatement, nevertheless it is a fact that the considerable sums in
Alaska, now invested in deferred compensation insurance programs, do go
straight out of the state. In a sense the state economic structure is

drained of these wages.

Persons of various philosophies can argue the finer points of such

ideas. However, there is little doubt that access to deferred
compensation deposits will greatly increase the ability of Alaska credit
unions to underwrite consumer loans for their members. It is also

important to note that credit unions are now the "consumer level"” banks
in most of our communities.



Page 4, Deferred Compensation Overview

A COMPETITIVE MARKET

The program being developed by Frontier Alaska Credit Union <the
state”s third largest credit union) 1is a pilot effort that others will
efollow. Alaska commercial banks will develop their program also, and
undoubtedly will compete with insurance/annuity carriers -for a share of
the state employee market.

The Frontier program is simply the first, and therefore they have
bepn an active participant with legislators in seeking clarification of
the law by HB-406. This bill passed the House unanimously and 1is now in
the Senate

Prelimi nary Interest

What Frontier Alaska State Credit Union is now seeking is a
preliminary agreement by a number of municipal governments and school
districts. Initially this would require only a letter, such as that
issued by the Anchorage School District, indicating interest in
participation at such time as the state law is amended.

Ultimately participation would require approval of a standard
"Master Agreement,® payroll deduction authorization, and the right to
solicit among respective employee groups.

FINAL AGREEMENT

Final agreement would come on passage of HB-406, which will clarify
state law so that deferred compensation deposits may be invested in the
kinds of invstments that are common to financial institutions.

Tentative agreement by a number of Alaska municipal jurisdictions
will be a valuable asset in securing speedy passage of HB-406 in the
Senate. These agreements would also assist the program in getting
started quickly after passage of the legislation, and in setting the
standards for other deferred compensation programs by Alaska financial
inst itut ions.
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IN THE HOUSE BY BOUCHER "AND TAYLOR

HOUSE BILL NO. 406
IM THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An 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, 1in
whole or 1in 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 i1s amended to read:

Sec. 39.45.030. INVESTMENT AUTHORITY. The administrator of the
state or political subdivision deferred compensation program 1is au-
thorized, subject to contracts with 1individual employees, to invest
the funds held under a deferred compensation program in

(D fixed and variable life 1insurance and annuity con-—
tracts” <

(2) shares of or deposits in insured state or federal char-
tered credit unions in the state:

(31 shares of or denosits In insured state or federal char—

tered savings and loan associations 1in the state;

(4) deposits in insured mutual savings banks in the state?

-1- HB 406
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(%) deposits 1in insured state and national banks
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* Sec. 3. AS 39.45.030 is amended by adding a new subsection to read:

(b) In this section, ~Tinsured*"

government or an agency of the federal

/j6 yob

means insured by the

government.
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DEFERRED COMPENSATION PLAN PROPOSAL

FROM

FRONTIER ALASKA STATE CREDIT UNION

Question Contact:

Mike Bradner
Anchorage: 349-7711 / 344-2455

Or:

Leslie Ellis

Manager

Frontier Alaska State Credit Union
Anchorage: 563-3766



/ Note:

January 15/ 1985

Tan Freeman, .Assistant Superintendent
Anchorage School District

Anchorage, Alaska

Dear Ton,

Frontier Alaska State Credit Union has instituted numerous prograins
over the past year in an attempt to improve relations with our core
membership, employees of the Anchorage School District. .Our best program
has been to have monthly meetings at the credit union with representatives
from 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 compensation
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

employees 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 three years of employment.

2. Absolute Safety. 457 plan deposits receive $100,000 federal
insurance cn each district employee®s account. . This is in

addition to other insurance on existing accounts.

The Anchorage School District has tentitively agreed to participation at such
time as state law is clarified. The Anchorage District policy is to permit all

qualified plans to compete for employee participation. The.letter and attached
material provide discription re: how such a plan w9uld;be implemented.
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3. 457 Plans Arc Easy to Understand. Pates . "1 be set quarterly.
A 457 plan participant may ccrre in the cn 1i:t union at any time

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

charges.

»
4. Guaranteed Rates. Frautier intends to set the dividend rate
quarterly. The rate should be about the same as the IRA rate.

Because these will be lang-term deposits, employees 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 implement the program.
IRS regulations requi re 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 of the regulation regarding federal insurance

coverage.



We have contacted several educator-based credit unions outside
who offer a 457 plan and they have reported that the plan is popular
with district eanployees and imposes no additional burdens on their

district personnel.

We hope for a favorable decision in this matter 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.

Sincerely,
Art Arians
President, Board of Directors

AA/jg

Encl.



DEFERRED COMPENSATION PLAM AND. AGREEMENT

AGREED Ai1JD ENTERED I1HITO this day of '
ly , between , the "Employer",
eric , the "Participant".

1. Purposee¢ Employer desires to establish and Participant
desires to participate in an "eligible deferred compensation plan"
as defined in aection 457 of the Internal Revenue Code. Participant

performs services for Employer either as an employee or independent
contractor.

HOW THEREFORE, in consideration of the mutual agreement and
covenant contained herein ana for other valuable consideration,
receipt of which is hereby acknowlecgec, it is mutually agreed
and covenanted by anc between Employer and Participant as follows:

2. Deferral of Compensation. Beginning with the first full
pay perioa commencing after execution of this Plan ana Agreement
and for each pay period thereafter, Employer shall®deduct from
Participant®s compensation as of the I13st business day of each
pay perioa anc shall credit on its boohs and records 1in Participant®s
Deferred Compensation Account ("Account"™), the following amount

ii (325.00 minimum).

I Chsnae in Amount of Deferral.mThj amount of compensation to
be ceferred and not yet earned may b= increased or decreased by the
execution of a revised deferred compensation agreement provided that
any such revision shall be effective only for compensation v/hich will
be earneo curing the calendar montn next succeeding the month during

wnich such revision is executed.

4. Investment of Deferreo Compensation. All amounts of defer|
compensation creaitec to the Participant®s Account shall be investee 1in
a ueposit account of Frontier Al”sna State Credit Union. All diviu~nus

ana other distributions of the accounts shall automatically be reinvest;
in a aeposit account and all earnings shall be credited to the Partici-

pant"s Account.

Sample Employee Agreement:

Note: While technically all deferred compensation programs are agreements between
employee and employer, all administration with exception of payroll deduction
is generally carried out by the plan operator.
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DEFERRED CbAPLIioA*x10iJ PLAN AUL) AGREEMENT

5. Payments Under the Plan. (a) Upon the Participant®s Sepa—
ration from Service, as aeiineci in Paragraph 11, Employer shall
cirect Frontier Alaska State Credit Union to pay Participant the
value of Participant®s Account in the manner specified in the
Settlement Agreement, (b) Upon the occurrence of an Unforeseeable
Emergency, as defined in Paragraph 11, Participant may submit an
Unforseeable Emergency Withdrawal Request on such form supplied
by Employer. The request will be approved by Employer for only
the amount of payment, if any, as is consistent with the terms

of this Plan and Agreement.

6. Distribution to Beneficiaries. |If tne Participant dies
before the entire amount deferred 1is paid to the Participant, the
Employer shall direct Frontier Alaska State Credit Union to pay
the value oi tne Account to the Participant®s beneficiary or
beneficiaries in the manner and to the person(s) designated
in tne Designation of Beneficiary and Death benefit Payment form,
if no Lvii.-i.iciary has been casignatec in tiie Designation of
Eenafici-ry and Death Benefit Payment form, Employer snali direct
Frontier nlaska State Credit Union to liquiaate and pay the entire
amount of the Account to Participant®s estate.

in the event of a distribution to beneficiaries, the entire
amount dcferreo and not yet distributed must be paid to a beneficiary

(t) The life of the beneficiary (or any shorter period), if
the beneficiary 1is the Participant®s surviving spouse,,

or

(b) A period not in excess of fifteen years, if tne beneficiary
is not the Participant®™s surviving spouse.

liaximum Yearly Deferral. Except as in Paragraph B, the
maximum amount of Participant®™s compensation tnat may /- deferred
lor a taxable year shall not. exceed the lesser oi:

(a) S/,500, or

(b) jj"-i/p/j of tne Participant®s 1inciucibic compensation for
ti"iu taxable year, reducea by any amount e-xcludiule Irom tne
Participant®s gross 1income for the taxable year under Section
4*"j.na; oi tne Internal Revenue Coae on account of contributions

r-je by the Employer.

A Participant®s "includible compensation” for a taxable year includes
only compens-tic.n from the Employer that is attributable to services
periormec ior the Employer anc that is incluciule 1in the Participant®s
gross income for the taxable year.



DEFERRED COMPENSATION PLAN AND AGREEMENT
PAGE 3- 0

mj. Limited Catch-Up. For one or more of tne Participant®s
ias: three tuj taxuoie years ending before he attains normal
retiremenx age under the Plan, the ceiling set forth in Paragraph

7 shall be the lesser of:
(a) 315,000.00, or

(b) The sum of -

(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 Paragraph
7 for taxable years before the taxable year as has
not theretofore been usea under Paragraph 7 or this

paragraph.

mj. All of the terms ana conditions of the Deferred Compen—
sation Plan and Agreement contained on the reverse nereof, ure
incorporated herein and by tnis reference mace a part hereof.

EMPLOYER: " PARTICIPANT:

By
(Signature Typed Name; (Employee, Independent Contractor)

(Circle One)
Title
DO YOU HAVE a 40;L TAX DEFERRED ANNUITY Yes ho

T:1iS AGREEMENT INCLUDES DEFERRALS FROM THE LIMITED CATC.i-UP
PROVISION - PARAGRAPH =&



DEFERRED COi-1PEHSATIOIJ PLAI-J AND AGREEMENT
PAGE 4.

10. 1“minr, s- Dei"erral. Compensation will be deferred"Tor
any calendar month only if an agreement providing for such deferral
has been entered into before tne first day of such calencar month.
Compensation may be deferred for the calendar month during which a
prospective participant first becomes a Participant, 1if an agreement
providing for such deferral 1is entered into on or before tne first
uay on which the prospective Participant becomes a Participant.

11. Availability of Deferred Funds. In no event will any amount
payable be paia or made available to a Participant or any beneficiaries
before the Participant incurs a Separation from Service or-an Unforsee —
able Emergency, which are defined as follows:

(a) Separation from Service shall be determined in the manner
orescrioed by the Internal Revenue Service Regulation Sections
1.457-2U0)(2) & 0).

(b) Uni“orse able Emergency shall mean severe financial hardship
to tne Participant resulting from a sudden and unexpected 1illness or
accident oi the Participant or of a dependent (as defined in Section
152(a) of the Internal Revenue Code) of the Participant, loss of
Participant®"s property due to casualty, or other similar extraordinary
and unforseeable circumstances arising as a result of events beyond
the control of tli. Employee, The circumstances that will constitute
an Unforseeable Emergency will depend upon the facts of each case,
but, 1in any case, payment may not be made to the extent th.ut sucn

hardship is or may be relieved -

(i) through reimbursement of compensation by 1insurance
or otherwise,

(i) by liquication of the participant®s assets, to the
extent tne liquication would not itself cause sevSre

financial hardship,
(iii) by cess-tiori of deferrals uncar the plan.

Examples of Za.at are not considered to be Unforseeable
Emergencies induce the need to send a Participant®s child to
college or the cesire to purchase a home.

It shall be the sole responsibility of the Employer to
os-terrains whether an Unforseeable Emergency exists.



DEFERRED COMPENSATION PLAN AND AGREEMENT
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»

12. Settlement Agreement. The Settlement Agreement provices
for the time and manner in which the value oi the Participant®s
Account is to be paid. The Participant must elect a payment
conmmencement date prior to Separation from Service. Such an
ejection can only be mace by Participant completing and executing
the "Payment Commencement Date™ portion oi 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 oi Payment"™ portion oi the Settlement Agreement and
delivering it to the Employer at any time prior to the payment
commencement oate. In no event shall an election regarding the
manner of payments be allowed which® will ¢&ause payments to be
maae beyond a date fifteen (15) yurs from the initial payment
commencement date, and payments in any event must be made on
at least an annual basis.

li the Participant fails to elect a payment commencement oate
prior to Separation from Service, the Employer "shall cause payment
to commence sixty (60) days after Separation from Service. I tne
Participant fails to elect the manner 1in which payments are to be
mace prior to the payment commencement date, payments snail be mace
in an amount equal to one-fifteenth (1/15th) of the value of the
Account in fifteen (15) annual payments adjusted annually for any
increase or decrease in the value of the Account. The "Payment
Commencement Date"” portion of the Settlement Agreement shall become
effective v/nen executed by both Participant and Employer. Tne
"liir.ner of Payment™ portion of the Settlement Agreement shall b-.-con_
effective when executed by both .the Participant ana Employer.

In tiie event the payment commencement oate is changed prior to
the Participant®s Separation from Service or the manner of payment
elected 1is cnanged prior to tne payment commencement oate, tne latte]
cate applicable to each respectively snail govern and shall apply
to aeferred compensation that had already been earned and deferred
under the Employer®s program of deferred compensation as well as
compensation that shall be subsequently earned and deferred.



DEFERRED COMPENSATION PLAN AND AGREEMENT
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ip. Distriuution oi" Deferrals. Payments oT amounts deferreG
will commence not later tnan THE LATER OF -

(a) Sixty (GO) days alter the close oT tne Plan year 1in which
the Participant or former Participant attains lor would have attained)
normal retirement age, defined as tne later of c*ge bb or 8 years of
service with the Employer, or

(b) Sixty (60) days after the close of tne Plan year 1in whicn
the Participant Separates from Service with the Employer.

14. Employees Property. All amounts of compensation deferred
under the- Plan ana Agreement, all property ana rights purcnasec with
sucii amounts, anc all income attributable to such amounts, property,
or rights shall remain (until mace available to the Participant or
owner beneficiary) solely the property and right of the Employer
(without being restricted to tne provisions of benefits unaer the
Plan) suuject only to the claims of tne Employer®s general creditors.

Ip. Employer Obligation to Participant. At any particular time,
the value oi the Account snail represent tne sole obligation of
Employer to Participant. with respect to Employer®s obligation,
Participant shall os a general (not secured) creditor.

io, i.on-r.ssi;,nment. Participant may not assign, anticipate,
alienate, sell, transfer, pledge or in any way encumber any of the
rights Participant may nave hereunGer and Employer shall reject ana
refuse to honor any such purported action with respect to sucn rights.
This Pian and Agreement shall be binding on the assigns anc successors
of Lmployer and on tne Personal Representative, Executor ana Acr.iin-
istrator of Participant. The interest of the Participant or any
beneficiary aesignnteo by the Participant or in any obligation
estabiisnoc by the Pian and Agreement shall not be subject to the
claims cf Participant®s creditors or to legal process on behalf
oi Participant®s creditors or b« liable for tne cabts of any

uenoficitry.
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17. Plan to Plan Transfers. |If a Participant Separates fronm

Service in order to accept employment vitn another employer within

tne state of Alas.-.s 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; trie amount previously
deferred shall automatically be transferred to such plan of the new
employer, regaroless of any other provision of this Plan and Agreement.

IS. Acceptance of Deferrals From Another Plan. Amounts of
compensation deferred by a Participant pursuant to another "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 and Agreement and shall be subjected to all the terms and pro—

visions of this Plan and Agreement.

ly. Revocation. A Participant may revoke any ana all deferred
compensation Plan and Agreements previously executeo by agreement in
writing signed by the Participant ana the Employer. Revocation of

the Plan anc agreement will not accelerate payment of amounts ceferreo.
Payment will occur only upon tne happening of one of the specific events
detailed in this Pian and Agreement.

20. Frontier Alaska State Credit Union is not a party of this
Pian and Agreement. Any account established hereunder may be subjec®
to rate schedules acoptea by tne credit union from time to time.

21. Compliance with Sction 457. This Plan and Agreement 1is
intonoec to comply with and to be administered in a manner consistent

with section 457 of the Internal Revenue Cooe. The provisions of
this Plan and Agreement "shall be interpreted in accordance with this
intent. IfT requested by the Employer, the Participant agrees to

cooperate 1in correcting any 1inconsistency in the administration of
the "Plan and Agreement under Section 457 of the Internal Revenue Code.
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December 18, 1984
Mr. Robert Libbey
Assistant General Manager
Frontier Alaska State Credit Union
3500 Eide Street
Anchorage, AK 99503
Dear Mr., Libbey:

We have reviewed the document and related forms which
you have presented to wus, which are entitled "Deferred
Compensation Plan and Agreement™.

It is our opinion that this "Deferred Compensation Plan
and Agreement” will qualify for use as an eligible State
deferred <compensation plan in accordance with Internal
Revenue Code Section 457, assuming the parties to the plan
and agreement are qualified in accordance with Section 457.

Sincerely,

26/RLD/11g

is an attorney and CPA
in pension work

Robert Doss
specializing

Note:

ALASKA PENSION SERVICES. LTD.

601 WEST FIFTH AVENUE, SUITE 601
ANCHORAGE, ALASKA 99501 (907) 276-3090



A NATIONAL CREDIT UNION ADMIN.STRATION —

i *a REGION VI

VI/JRP:jm
Charter No. 66157
3uly 10,1984

Leslie Ellis, Manager
Frontier Alaska

State Credit Union
3500 Eide Street
Anchorage, Alaska 99503

Dear Mr. Ellis:

We are responding to your recent letter on the National Credit Union
Administration Share Insurance coverage for deferred compensation plans.

Section 745.9-3 of 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 of each plan
participant who is a member, separately from other accounts of’the participant or

employer.

A copy of the cited section of the regulation is enclosed for your reference.

Sincerely,

D. MICHAEL RILEY
Regional Director

Enclosure

\
1

7390 N. Main Street, Suite 101 Walnut Creek, California 94596 415-486-3490



1745.8—745.10 CLARLHCAT1ON AND DIiFINITK

(b) Qualifying joint account*. A joint account
shall be deemed to exist, for purposes of in-
surance of accounts, only if esch 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 lime certificate of deposit or to
any deposit obligations evidenced by a
negotiable instrument, but such a deposit must
in fact be jointly owned.

(¢) Failure to qualify. An account owned jointly
which does not qualify as a joint 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
such person and insured up to $100,000 in the
aggregate.

(d) Same combination of individual*. All joint ac-
counts owned by the same combination of in-
dividuals shall first be added together and in-
sured up to $100,000 in the aggregate.

() Interest of each coowner. The interests of
each coowner in all joint accounts owned by dif-
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 valid
trust agreements created by the same settlor
(grantor) shall be added together and insured up
to $100,000 in the aggregate, aeparately 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.

(@ 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 8401 (d) or 8408(a) of the Internal Revenue
Code shall be insured up to $100,000 separately
from other deposits of the participant or
designated beneficiary.

CHANGE 4/DECEMBER 1982
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PART 745

(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 other-
wise directed in writing, by the plan participant
or beneficiary.

8745.9-3 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 isa member, separately from other accounts
of the participant or employer.

§745.10 Public unit accounts.

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

(D) Each official custodian of funds of the
United States lawfully investing the same in a
federally-insured credit union shall be separate-
ly insured up to $100,000;

(@ Each official custodian of funds of any
state of the United States or any county,
municipality, or political subdivision thereof
lawfully investing the same in a federally-
insured credit union in the seme state shall be
separately insured up to $100,000;

(3 Each official custodian of funds of the
District of Columbia lawfully investing the
sami in a federally-insured credit union in the
District 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 lawfully 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 $100,000;

(5 Each official custodian referred to in
subsections (@)(2), (3), and (4) of this section
lawfully investing such funds in a fedcrally-

745-3
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Anchorage school District

£)THORIZED PAYROLL DEDUCTIiQE£

SOCIAL SECURITY NUMBER CD NAME - Last

Check end sign all blocks whero applicable.

PLEASE READ AND CHECK CAREFULLY.

fi

10.

11.

12

13.

14.

DISTRIBUTION. While « Personnel, Yellow - Payroll. Pink - Individual

TEACHER’S RETIREMENT REINSTATEMENT S per month
TEACHER RETIREMENT ARREARAGES S per month

PURI IC EMPLOYMENT RETIREMENT REINSTATEMENT £

RAVINGS RONDS s per pay period
IINITFD WAY $ oer month S Annual Limit
TOTFM S per month

FOOD SERVICE ASSOCIATION DUES $

PUPIL TRANSPORTATION TEAMSTER'S DUES $ per month
TFAMRTER’S MAINTENANCE DUES £ per month
ALASKA LABORER'S LOCAL 71 S

ALASKA LABORER'S LOCAL 71 INITIATION FEE $

ANCHORAGE PRINCIPAL ASSOCIATION $ per month
£ Annual Limit
OTHERS
£
CREDIT UNIONS per month

Account Number
| understand that all new accounts or changes must be processed at the

Credit Union.
This amount will replace all other established deductions.

Account number must be present.

First Middla

Administrative Use Only

CARD
CODE CODE

K 0203
K 0202
|
K 0252
K 0802
K 0500
K 0465
K 0460
K 0450
K 0457
i
K 0453
K 0454
K 0410
K 0700

AMOUNT LIMIT

Account Number

I hereby authorize the above deductions with
understanding that written notice is required FIFTEEN

CLERK

Name

Location

Date

AsD 5/81-20m Revised

9onapie P*litx>/( D&cQuc

(15) days prior to payday to change a deduction.

ior->

the



ALASKA PENSION SERVICES. LTD.

January 21, 1985

Mr. Robert Libbey

Assistant General Manager

Frontier Alaska State Credit Union
3500 Eide Street

Anchorage, AK 99503

Dear Bob:

Enclosed as we discussed is a draft of an Unforeseeable
Emergency Withdrawal Request form that can be used with your
proposed Deferred Compensation plan.

Let me know if you have any questions or comments
regarding the form.

Sincerely,

Robert L. Doss, Jr.

27/RLD/11g

Note:

Robert Doss 1is an Anchorage attorney and CPA
specializing in pension work.

601 WEST FIFTH AVENUE, SUITE 601
ANCHORAGE, ALASKA 99501 (907) 276-3090



FORESEEABLE EMERGENCY WITHDR REQUEST

Em ployer,; Daytime Phone:

Name of Participant” Home Phone;
Address; Social Security No.;

City State Zip
I hereby request that amounts deferred for me under the Deferred Compensation
Plan and Agreement be paid to me 1in the amount af.d manner and at the time 1in-—

dicated below.

This request 1is made as a result of the following circumstances:

(Please attach additional pages if more space 1is necessary.)

I certify that funds are not or will not be available to meet this emergency
*

either:
(i) through reimbursement of compensation by insurance or other —
wise,
(i) by Jliquidation of any assets | may have without <causing

severe financial hardship or

(iii) by cessation of deferrals under the Plan.

AMOUNT OF PAYMENT REQUESTED:

1
MANNER OF PAYMENT REQUESTED (select one):

equal payments for years.
( Annual Semi annual Quarterly_ Monthly )
% of Account each year for year(s), then the balance
of the Account in . equal payments for year(s).
Lump Sum
Other:

(If the amounts accumulated by the Participant as of the Payment Commencement
Date total less than $2,000.00, or if monthly payments would be less than
$25.00, the Employer will specify a lump sum or an accelerated payment

schedulel)

PAYMENT COMMENCEMENT DATE REQUESTED:

I agree to provide whatever additional information the Employer may deenm
reasonably necessary to make a determination regarding this request.

PARTICIPANT:

DATE

ACTION BY EMPLOYER:
Request APPROVED
Request DENIED

By

Title

Date

Sample UjjTkctr/tco*7 Fc/ew \
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& 39.45.030 Public Officers and Employees & 39.45.060

(@) 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 compensation
program for state employees, and submit itsfindings to the administra—
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. (838 ch 146 SLA
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. (81 ch 40 S1A 1973)

Sec. 39.45.040. Additional benefits. The deferred compensation
program established under this chapter exists and serves inaddition to
any existing retirement, pension, or benefit system established by the
state or its political subdivisions and may not effect a reduction in
benefits receivable under an existing system. (81 ch 40 SLA 1973)

Revisor’anotes.—Inch. 40, SLA 1973, involve a typographical error, and "affect”
this section contained the phrase "may not  has been changed to "effect” here.
affect a reduction.” That appears to

Sec. 39.45.050. Tax deferred investments. The administrator ofa
deferred compensation program under this chapter shall investonly in
contracts that allow for deferment of the state and federal income tax
until benefits are receivable under the program and shall make appro—
priate withholding adjustments in each participating employee 3
payroll. (81 ch 40 SLA 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. (81 ch 40 SLA 1973)

Chapter 50. Conflict of Interest.

Section Section

10. Findings and purpose 35. Exemptions

20. Report of financial and business 40. Blind trusts
interests 50. Administration and inspection

25. Notification to candidates for legisla-  60. Penalty for wilful violation of disclo-
ture sure requirements

30. Contents of statements 70. Failure to report by department, divi-
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Introduced: 4/29/85
Referred: State Affairs
and Finance

IN THE HOUSE BY BOUCHER
HOUSE BILL NO. 406
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An 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 ™ salary or wages. [IF INCLUDED 1IN
THE CONTRACT TO DEFER PAYMENT OF SALARY OR WAGES, THE STATEI 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-
tractsj”

(2) shares of or deposits in insured state or federal char—
tered credit unions in the state;

(3) shares of cr deposits in insured state or federal char—
tered savings and loan associations in the state; |

(4) deposits ir. insured mutual savings banks the state;

-1- HB 406



(5) deposits in insured state and national banks in the
state.
* Sec. 3. AS 39.45.030 is amended by adding a new subsection to read:
(b) In this section, "insured" means insured by the federal

government or an agency of the federal government.



	SSTA14 HB 406



