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PLEASE REPLY TO:
Public Employers Social Security Contributions

P.O.BOX CR
JUNEAU, ALASKA 99811-0203 
PHONE: (907)465-4460

G 2600 DENALI ST. SUITE 401 
ANCHORAGE, ALASKA 99503 
PHONE (907) 277-7504

STEVE COWPER, GOVERNOR

A p r i l  7 1987

The H o n o r a b l e  F r a n  U l m e r  
C h a i r m a n
H o use S t a t e  A f f a i r s  C o m m i t t e e  
P.O. B o x  V  
Juneau, A K  99811

D e a r  M a d a m  Chair:

In a c c o r d a n c e  w i t h  A l a s k a  S t a t u t e  2 4 . 0 8 . 0 3 6 ,  I am  p r o v i d i n g  
the a n a l y s i s  b e l o w  on H o u s e  B i l l  215. The a n alysis i n c l u d e s  
the l o n g - t e r m  a n d  s h o r t - t e r m  c o s t s  to the State if the b i l l  
is a d o p t e d  a n d  the i m p a c t  the b i l l  w i l l  ha v e  on the 
a c t u a r i a l  s o u n d n e s s  o f  the P u b l i c  E m p l o y e e s '  Ret i r e m e n t  
S y s t e m  (PERS) and the Teachers' R e t i r e m e n t  S y s t e m  (TRS) 
funds. R e q u i r e d  c h a nges to the a p p r o p r i a t i o n  for the 
D i v i s i o n  o f  R e t i r e m e n t  a n d  B e n e f i t s  a r e  d i s c u s s e d  in a 
s e p a r a t e  f i s c a l  note.

This b i l l  w o u l d  a l l o w  PE R S  m e m b e r s  to r e c e i v e  cre d i t  for 
p e r i o d s  o f  leave w i t h o u t  p a y  for w h i c h  th e y  receive w o r k e r s '  
c o m p e n s a t i o n  payme n t s .  T h e y  w o u l d  o n l y  ha v e  to pay the 
e m p l o y e e ' s  c o n t r i b u t i o n  for t h a t  e q u i v a l e n t  service. It is 
e s t i m a t e d  to r e s u l t  in a .02% i n c r e a s e  in PERS e m p l o y e r  
c o n t r i b u t i o n  r a t e s  in F Y  88 and l e v e l  there a f t e r .  The S t a t e  
PERS p a y r o l l  is e s t i m a t e d  to be $ 5 2 1 , 2 9 0 , 5 8 4 . 0 0  in FY 88 a n d  
re m a i n  l e v e l  e a c h  y e a r  t h e r e a f t e r .  T h i s  w o u l d  result in an 
a n n u a l  S t a t e  c o s t  of $104.3 in F Y  88 a n d  in s u c c e e d i n g  y e a r s  
(the P E R S  c o n t r i b u t i o n  ra t e  i n c r e a s e  o f  .02% times the S t a t e  
PERS e s t i m a t e d  p a y r o l l  of  $ 5 2 1 , 2 9 0 , 5 8 4 . 0 0 ) .

In a d d i t i o n  to the State c osts ab o v e ,  there w o u l d  also be an 
i n c r e a s e  in p o l i t i c a l  s u b d i v i s i o n s  F Y  88 c o n t r i b u t i o n  r a t e  
of .02%. .This w o u l d  r e s u l t  in a n  i n c r e a s e  in their a n n u a l  
c osts b y  $ 6 5.9 (rate i n c r e a s e  o f  .02% times the e s t i m a t e d  
p o l i t i c a l  s u b d i v i s i o n  p a y r o l l  o f  $ 3 2 9 , 2 8 2 , 7 6 9 . 0 0 ) .

Re: H ouse B i l l  215

02-34LH

Page 2 o f  3
Note. Please Incmoe Your Social Security Numoer in aii Corresoonaence 4 Peauests Concerning tout Beoems



HB 215
4/ 1 0/87

The H o n o r a b l e  F r a n  U l m e r  - 2 -  A p r i l  7, 1987

A l t h o u g h  there w i l l  n o t  b e  a s i g n i f i c a n t  a d v e r s e  impact o n  
the a c t u a r i a l  s o u n d n e s s  o f  the P E R S  f u n d  if  the b i l l  b e c o m e s  
law, t h e  u n f u n d e d  l i a b i l i t y  w i l l  i n c r e a s e  b y  $ 6 0 0 , 0 0 0 . 0 0  a n d  
the f u n d i n g  r a t i o  w i l l  d e c r e a s e  b y  .05%.

S i n c e r e l y ,

( ^ ^ 3 .  K. H u m p h r ^ y s ^ ^ ^  
D i r e c t o r

J K H / R L S / n l
2 0 / 6 D 1 / 0 4 0 6 - 0 2 / 1
cc: C o m m i s s i o n e r  G a r r e y  P eska

D e p a r t m e n t  of A d m i n i s t r a t i o n

P a g e  3 o f  3



Introduced: 3/25/87 5-0821A
Referred: State Affairs and
Finance

1 IN  T H E  H O U S E  B Y  B O Y E R  A N D  K O P O N E N

2 H O U S E  B I L L  NO. 215

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 F I F T E E N T H  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 tled: " An A c t  r e l a t i n g  to c r e d i t e d  s e r v i c e  u n d e r  t he P u b l i c

7 Emp l o y e e s '  R e t i r e m e n t  S y s t e m  f o r  c e r t a i n  p e r i o d s  of

8 leave of a b s e n c e  w i t h o u t  pay ;  a n d  p r o v i d i n g  for an

9 e f f e c t i v e  d a t e . "

10 BE  IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A :

11 *  S e c t i o n  1. A S  3 9 . 3 5 . 3 3 0  is 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  to

12 read:

13 (c) N o t w i t h s t a n d i n g  (b) of this s e c t i o n ,  a n  e m p l o y e e  w h o  takes

14 m o r e  t h a n  10 day s  leave of a b s e n c e  w i t h o u t  p a y  in a c a l e n d a r  y e a r

15 b e c a u s e  the e m p l o y e e  is u n a b l e  to w o r k  d ue to a n  o n - t h e - j o b  i n j u r y  or

16 o c c u p a t i o n a l  i l lness for w h i c h  the e m p l o y e e  is r e c e i v i n g  b e n e f i t s

17 u n d e r  AS 2 3 . 3 0  ma y  elect to r e c e i v e  c r e d i t e d  s e r v i c e  f o r  the time on

18 leave of a b s e n c e  w i t h o u t  p a y  status. W h e n  an  e m p l o y e e  e l e c t s  to

19 r e c e i v e  c r e d i t e d  s e r v i c e  u n d e r  this s u b s e c t i o n ,  an  i n d e b t e d n e s s  is

20 e s t a b l i s h e d .  T he a m ount of  the i n d e b t e d n e s s  is e q u a l  to the co n t r i b u -

21 t i ons that the e m p l o y e e  w o u l d  h a v e  m a d e  if the e m p l o y e e  h a d  b e e n

22 w o r k i n g ,  less the s u m  of c o n t r i b u t i o n s  tha t  t he e m p l o y e e  m a d e  for

23 t h ose p e r i o d s  of time and a n  a m o u n t  e q u a l  to c o n t r i b u t i o n s  t hat w o u l d

24 h a v e  b e e n  m a d e  for the first 10 day s  of  l e a v e  w i t h o u t  pay. I n t e r e s t

25 as p r e s c r i b e d  by r e g u l a t i o n  a c c r u e s  o n  the i n d e b t e d n e s s  b e g i n n i n g  on

26 the dat e  that the e m p l o y e e  r e t u r n s ' t o  w o r k  o r  t e r m i n a t e s  e m p l o y m e n t .

27 If t h ere is a n  o u t s t a n d i n g  i n d e b t e d n e s s  at t he tim e  the e m p l o y e e  is

28 a p p o i n t e d  to r e t i r e m e n t ,  b e n e f i t s  s h all be a c t u a r i a l l y  adjusted.

29 * Sec. 2. T h i s  Act takes e f f e c t  i m m e d i a t e l y  u n d e r  AS  0 1 . 1 0 . 0 7 0 ( c ) .

HB0215A -1- HB 215



F i r e  F i g h t e r s  L e g i s l a t i v e  A c t i o n  C o m m i t t e eP.O. Box 784 Barry L. Haight, Chairman Fairbanks, Alaska 99707
April 6, 1987
Representative Fran Ulmer, Chairwoman 
House State Affairs Committee 
Post Office Box "V"
Juneau, Alaska 99811
A Chronology -  Workers' Compensation payments as Creditable Service under the Public Employees 
Retirement System
1960- The Public Employees Retirement System (PERS) is created. Later review by an Alaska Court 
and the Alaska Public Employees Retirement Board determined that legislative intent was for Workers' 
Compensation payment to be included as creditable service. The Department of Administration 
followed this practice until 1979.
1977- Statutory definition was changed, dropping "subsistence and maintenance" language.

«1979- The Department of Administration decided to change its  interpretation of A.S. 39.35.680(8) to 
find that "compensation" and therefore, creditable service under A.S. 39.35.300 should no longer 
include payments for Workers' Compensation.
I t  is interesting to note that in 1979, the department requested an opinion from the Attorney 
General regarding the 1977 statutory amendment to "compensation" under the PERS Act; the Attorney 
General, relying on rules o f statutory construction, ruled that Workers' Compensation payments were 
included within the definition of "compensation". A month la te r, at the request o f the department, 
a second opinion was issued without any legal citations. The Attorney General revised his opinion 
to state that the portion of an employee's salary paid through Workers' Compensation payments should 
not be included as "compensation". Thereafter, the department revised its  policy. A Board of 
Review at a later date described this maneuver as a "self-serving rationalization".
1982- The legislature passed a statutory change to the PERS Act and Workers' Compensation was 
expressly added to a lis t  of itemized exclusions.
Thus, we have three classes of employees:

1) Those hired previous to 1979 with whom not only are Workers' Compensation payments creditable
service, but also unused leave payments.

2) Those employees hired between July 1, 1979 and July 1, 1982, who receive Workers'
Compensation payments as creditable service, but not unused leave.

3) Employees hired after July 1, 1982, to whom neither Workers' Compensation payments nor unused
leave is creditable service under PERS.

Therefore, current law dictates that an employee injured on the job is penalized by having his 
retirement benefits reduced. The more severe the injury and the greater the length o f time out of 
work, the greater the penalty.
The Fire Fighters Legislative Action Committee supports passage of House B i l l 215 as a reasonable 
method of solving inequities of Workers' Carpensation under the Public Employees Retirement System.
xc: Representative N iilo Koponen 

Representative Mark Boyer



A R E A

A l a s k a  P u b l i c  
E m p l o y e e s  A s s o c i a t i o n
S t a t e  H e a d q u a r t e r s :  3 4 0  N .  F r a n k l i n ,  J u n e a u ,  A K  9 9 8 0 1  ( 9 0 7 )  5 8 6 - 2 3 3 4

A P E a

R E C E -V E C  m  I  »

MEMORANDUM

TO: Representative Fran Ulmer, Chairperson
State Affairs Committee

FROM: Cherie S h e l l e ^ y r f
Executive Director

SUBJECT: HB 215 - Credited Service in PERS

DATE: April 6, 1987

The A l a s k a  Public E m p l o y e e s  A s s o c i a t i o n  u r g e s  the c o m m i t t e e  to 
re c o m m e n d  pass a g e  of House Bill 215. This l e g i s l a t i o n  will 
co r rect an injustice s u f f e r e d  by e m p l o y e e s  w i t h  o c c u p a t i o n a l  
illne s s e s  or o n - t h e - j o b  injuries. HB 215 is an i m p o r t a n t  
a d d i t i o n  to s t a t u t o r y  rights and b e n e f i t s  g u a r a n t e e d  d i s a b l e d  
w o r k e r s .

This bill will a l l o w  e m p l o y e e s  to receive r e t i r e m e n t  c r e d i t  for 
p e r i o d s  d u r i n g  w h i c h  w o r k e r s  c o m p e n s a t i o n  b e n e f i t s  were b e ing 
received. E m p l o y e e s  w o u l d  be r e quired to pay the full a m o u n t  of 
em p l o y e e  c o n t r i b u t i o n s  for the p e r i o d  of d i s a b i l i t y .  E m p l o y e e s  
w o u l d  also be required to pay in t e r e s t  on the i n d e b t e d n e s s  
b e g i n n i n g  on the date the e m p l o y e e  returns to work or t e r m i n a t e s  
e m p l o y m e n t  as p r e s c r i b e d  by regulation. R e t i r e m e n t  b e n e f i t s  
w o u l d  be a c t u a r i a l l y  reduced if there is an o u t s t a n d i n g  l i a b i l i t y  
to the s y s t e m  at the time the e m p l o y e e  is a p p o i n t e d  to 
reti r e m e n t .

This l e g i s l a t i o n  c o nforms to a recent court d e c i s i o n  w h i c h  
g r a n t e d  c r e d i t e d  service under s i m ilar c i r c u m s t a n c e s .

Em p l o y e e s  d i s a b l e d  in the course of their e m p l o y m e n t  or u n a b l e  to 
work b e c a u s e  of an o c c u p a t i o n a l  illness sho u l d  not suffer the 
dou b l e  injury of reduced ret i r e m e n t  benefits. This l e g i s l a t i o n  
co r r e c t s  this injustice

We urge the c o m m i t t e e  to act f a v o r a b l y  on House Bill 215.

Fairbanks Field Office Anchorage Field Office Juneau Field Office
825-0 College Road 833 Gambell Street. Suite A 227 4lh Street
Fairbanks, AK 99701 Anchorage. AK 99501 Juneau. AK 99801

Telephone: (907) 456-5412 Telephone: (907) 274-1688 Telephone: (907) 586-6305



POSITION PAPER

HB 215

This bill would allow Public Employees' Retirement System (PERS) members who 
take more than ten days leave of absence without pay (LWOP) in a calendar year 
because of an on-the-job injury or work-related illness and who are receiving 
workers' compensation benefits to receive service credit in the PERS. The 
members could establish an indebtedness for that LWOP service in an amount 
equal to their employee contributions which would have been paid had they been 
working.

Because the department is sympathetic to the concerns represented, its 
position is neutral even though the bill has a cost of $104.3 in FY 88 during 
a time when the administration is struggling with holding personal services 

costs down. If it is determined to address these concerns with service credit 
in the PERS, it could be addressed at approximately one-half the cost if 
treated as in the Teachers' Retirement System (TRS). In the TRS, the member 
can receive credit for LWOP service by paying both the employee and employer 
contributions. Even though this would still result in a cost, this would help 
to offset the cost to the employers and -thereby make this bill more fiscally 
conservative.

The department is neutral on this bill due to the cost. However, the 
department would support the bill if it were amended as described above.

/

Date'

Department of Administration

APR 09  I " 7

l e g i s l a t i v e  f i n a n c e

2 0 / 6 D 1 / 0 4 0 6 - 0 2 / 5
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A l a s k a  I M a t e  l e g i s l a t u r e FAIRBANKS

REPRESENTATIVEMARK BOYER
HOUSE FINANCE COMMITTEE

1098 LAKEVIEW TERRACE 
FAIRBANKS, ALASKA 99701 

(907) 456-6473

JUNEAU

$ou5e of ftepresentatibes

M E M O R A N D U M

P.O. BOX V 
STATE CAPITOL 

JUNEAU, ALASKA 99811 
(907) 465-3466

TO: R e p r e s e n t a t i v e  A 1  Ada m s ,  C h a i r
r e p r e s e n t a t i v e  P a t  P o u r c h o t ,  V i c e  C h a i r  
H o u s e  F i n a n c e  C o m m i t t e e  
C o m m i t t e e  M e m b e r s  ^

FROM: R e p r e s e n t a t i v e  M a r k  B o y e r ^

V 
11

S U B J E C T :  H B  215 - C r e d i t e d  S e r v i c e  u n d e r  P E R S /
W o r k e r s  C o m p e n s a t i o n

DATE: M a y  4, 1987

U n d e r  c u r r e n t  law, p a r t i c i p a n t s  in  t h e  P u b l i c  E m p l o y e e s  
R e t i r e m e n t  S y s t e m  w h o  a r e  f o r c e d  t o  t a k e  l e a v e  w i t h o u t  p a y  d u e  
t o  o n - t h e - j o b  i n j u r y  s u f f e r  a b r e a k  in  c r e d i t e d  s e r v i c e  which,, 
u p o n  r e t i r e m e n t ,  r e d u c e s  t h e i r  b e n e f i t .  T h i s  l o s s  of  c r e d i t e d  
s e r v i c e  a l s o  n e g a t i v e l y  i m p a c t s  d a t e  o f  e l i g i b i l i t y  for 
r e t i r e m e n t ,  p a r t i c u l a r l y  f o r  p u b l i c  s a f e t y  e m p l o y e e s  e l i g i b l e  
f o r  t h e  " t w e n t y  a n d  out" p r o v i s i o n .  A n  e m p l o y e e  e l e c t i n g  t o  
r e t i r e  o n  t h e  t w e n t i e t h  a n n i v e r s a r y  of  d a t e  o f  h i r e  w h o  w e n t  
on  l e a v e  w i t h o u t  p a y  w h i l e  r e c e i v i n g  w o r k e r s  c o m p e n s a t i o n  w i l l  
b e  d e n i e d  r e t i r e m e n t  u n t i l  a n  a d d i t i o n a l  p e r i o d  o f  t i m e  e q u a l  
t o  t h a t  l e a v e  is w o r k e d .

P r i o r  t o  1979, c e r t a i n  p e r i o d s  o f  t i m e  l o s t  d u e  t o  
j o b - r e l a t e d  i n j u r y  w e r e  c o n s i d e r e d  c r e d i t e d  s e r v i c e  u n d e r  
PERS, if e m p l o y e e s  w e r e  r e c e i v i n g  t h e  p o r t i o n  o f  n o r m a l  
c o m p e n s a t i o n  n o t  c o v e r e d  b y  w o r k e r s  c o m p e n s a t i o n  t h r o u g h  s i c k  
o r  a n n u a l  leave. W h e n  P a y r o l l  s e c t i o n  v e r i f i e d  a n  e m p l o y e e ' s  
s e r v i c e  t o  t h e  D i v i s i o n  o f  R e t i r e m e n t  a n d  B e n e f i t s ,  P a y r o l l  
r e p o r t e d  n o  l e a v e  w i t h o u t  p a y  f o r  p e r i o d s  w h e n  t h e  e m p l o y e e  
w a s  o n  w o r k e r s '  c o m p e n s a t i o n  a n d  w a s  r e c e i v i n g  p a y m e n t s  f r o m  
t h e  s t a t e  c h a r g e d  a g a i n s t  leave. T h i s  p r a c t i c e  w a s  c h a n g e d  in 
1979, w h e n  R e t i r e m e n t  a n d  B e n e f i t s  d i r e c t e d  P a y r o l l  t o  r e p o r t  
p e r i o d s  o f  t i m e  a t t r i b u t e d  t o  w o r k e r s '  c o m p e n s a t i o n ,  r a t h e r  
t h a n  t o  s i c k  o r  a n n u a l  leave, as l e a v e  w i t h o u t  pay.

I t  is i n h e r e n t l y  u n f a i r  t h a t  p u b l i c  e m p l o y e e s  i n j u r e d  o n  
t h e  j o b  s h o u l d  b e  d o u b l y  p e n a l i z e d  b y  r e d u c e d  i n c o m e  w h i l e  on 
w o r k e r s '  c o m p e n s a t i o n  a n d  r e d u c e d  p e n s i o n  b e n e f i t s  d u e  t o  l o s s  
of  c r e d i t e d  s e r v i c e  u p o n  r e t i r e m e n t .  H B  215 w o u l d  r e m e d y  th i s  
s i t u a t i o n  b y  a l l o w i n g  e m p l o y e e s  t o  p a y  a n  a m o u n t  e q u a l  to

UM



t h e i r  n o r m a l  P E R S  c o n t r i b u t i o n  f o r  t i m e  s p e n t  o n  l e a v e  w i t h o u t  
p a y  d u e  t o  j o b - r e l a t e d  i n j u r y  o r  illness. S i m i l a r  p r o v i s i o n s  
in s t a t u t e  a l l o w  c r e d i t e d  s e r v i c e  f o r  m i l i t a r y  s e r v i c e ,  
e m p l o y m e n t  w i t h  a B I A  school, a n d  t e m p o r a r y  s e r v i c e  w i t h  t h e  
state. T h e r e  w i l l  b e  m i n i m a l  f i s c a l  i m p a c t  o n  p u b l i c  
e m p l o y e r s ,  s i n c e  t h e r e  is n o  c o s t  o t h e r  t h a n  t h e  n o r m a l  
c o n t r i b u t i o n  w h i c h  w o u l d  h a v e  b e e n  m a d e  h a d  t h e  e m p l o y e e  n o t  
b e e n  i n j u r e d  in  t h e  c o u r s e  o f  t h e i r  e m p l o y m e n t .  I t  s h o u l d  
a l s o  b e  n o t e d  t h a t  t h e  P E R S  c o n t r i b u t i o n  r a t e  h a s  r e c e n t l y  
b e e n  r a i s e d  f o r  e m p l o y e e s  a n d  l o w e r e d  f o r  e m p l o y e r s .
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M r.  P r e s i d e n t :

LABOR & COMMERCE________________C o m m i t t e e  c o n s i d e r e d  h r  9 i s ___________o' •

c r e d i t e d  s e r v i c e  u n d e r  t h e  P u b l i c  E m p l o y e e s '  R e t i r e m e n t  S y s t e m  f o r  
c e r t a i n  p e r i o d s  o f  l e a v e  o f  a b s e n c e  w i t h o u t  p a y ;  e f d .

a n d  r e c o m m e n d e d :

[ ] r e p l a c e  w i t h  CS F O R __________________________  ) [ ]  s a m e  t i t l e
[ ] o r  a d o p t  ____________  CS FOR __________________________ ) [ ]  n e w  t i t l e

] a t t a c h e d  a m e n d m e n t ( s )  a n d

] do p a s s

] do n o t  p a s s

] n o  r e c o m m e n d a t i o n

] i n d i v i d u a l  r e c o m m e n d a t i o n s

] f u r t h e r  r e f e r r a l  t o _______________________________________________

] l e t t e r  o f  i n t e n t  a d o p t e d _

C o m m i t t e e  a t t a c h e d  o r  [ ] a d o p t e d  ̂ f i s c a l  n o t e ( s )     ̂ ; e d  ^ f i s c a
[ ] n ew  /  [ ] u p d a t e d  o r  * p r e v i o u s

z e r o  t ] f i s c a l  i m p a c t

M E M B E R  S I G N I N g/ ) 0 r f s s  N O T H E R  R E C O M M E N D A T I O N S

✓ i j u p a a r e a  o r  n* j  p r e v i o u s  
z e r o  t ] f i s c a l  i m p a c t

[ ] C o m m i t t e e  B a c k u p  A t t a c h e d
C h a i r m a n  s i g n a t u r e  an^r r e c o m m e n d a t i o n




