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EXPENDITURES/REVENUES: (Thousands of Dollars)
Operating FY 88 I FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES 
TRAVEL 

CONTRACTUAL 

SUPPLIES 
EQUIPMENT 
LAND 4 STRUCTURES 

GRANTS, CLAIMS 
-m s c & L U N E n u s

n . 1 6 2 .8 0 0 0 0
0 1 .1 0 0 0 00 7 1 9 .1 54.0 ..... 5 8 . : _ 63.0 68.0
n 4 .1 0 0 0 0
0 0 0 0 0 0
n 0 0 0 0 0
0 0 0 0 0 0
n 0 0 0 0 0

TOTAL OPERATING _____ n .. 8 8 7 .1 5 4 . 0 5 8 ,3 6 3 . 0 6 8 . 0

CAPITAL

REVENUE

FUNDING: (Thousands of Doll ars)

GENERAL FUND n 337.1 0 0 0 0

FEDERAL FUNDS n 0 0 0 0 0

OTHER n sn.n 54.0 58.3 6 3 . 0 6 8 . 0

-W IA !------------------------------- n ______.3 8 7 .1 5 4 . 0 5 8 . 3 8 3 . 0 6 8 . 0

POSITIONS:

FULL-TIME n 0 0 0 0 0
PART-TIME n 0 0 0 0 0
TFMPORARV . . . .  0 , _ 5 .  0 0 0 0

ANALYSIS: (Attach a separate page if necessary)
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Committee Substitute for Sponsor Substitute for House Bill 252(SA)
Fiscal Note Analysis 

Prepared by Division of Retirement & Benefits 
Department of Administration 

April 26, 1988

IV Analysis: Passage of this bill would require the restructuring of
the Supplemental Benefits System (SBS) in order to 
conform with requirements in the Tax Reform Act of 1986 
(TRA). This restructuring must be implemented prior to 
January 1, 1989 in order for the SBS to maintain 
qualified tax exempt status. This restructuring would 
consist of dividing the SBS into two separate qualified 
plans, one plan representing money accumulation or 
annuities and the second, a cafeteria plan representing 
insurance or benefit selections. Under this sponsor 
substitute as drafted, the entire amount of the current 
SBS contributions, 12.26% (6.13% employer, and 6.13% 
employee), will be deposited in the annuity account.

In addition, employees will be able to elect tax-free 
wage reductions to pay for benefits available under the 
cafeteria plan.

The money paid into the SBS from the amounts withheld 
from the individual employees and the employer match is 
all placed in the employee's account. Each February, 
the members are charged a fixed fee of $35 to cover the 
on-going administration cost during that benefit year. 
There is no other administration cost pool and major 
program changes must be funded with state general fund 
money. This change was federally mandated precluding 

an opportunity to anticipate the additional cost and to 
fund accordingly.

This fiscal note and analysis deals with the one-time 
costs involved in implementing this legislation and 
on-going costs for administering the dependent care 
benefit.

The total estimated cost is categorized as follows:

a. $162,783 ($162.8) for wages of five non-permanent 
professional programmers to effect the necessary 
changes in the EDP system in the Division of Retirement 
and Benefits. The Two lead programmers will be 
required for six months and the remainder for ten 
months each. Most of the most essential programming 
and testing can be completed by January 1. Converting 
current records, accepting new contributions, dividing 
contributions between annuities and benefits, will be
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completed during the first half of the fiscal year. 
Between January and April, the three remaining 
programmers will design the various reports, the 
on-line screens, correct errors that may occur, and 
re-run accounts that may have been affected. The 
permanent SBS staff will have to manually complete 
tasks while the second phase is completed. Long term 
manual efforts would create a monstrous backlog.

b. Travel. $1,100 for one person to conduct employee 
and employer informational meetings in Juneau, 
Anchorage and Fairbanks.

c. Contractual.
1) $66,000 for changes in the EDP system of the 
Division of Finance. The SBS EDP system interfaces 
with the state payroll EDP system. Major changes, 
to the SBS system necessitates changes to the state 
payroll system for interface, continuity.

2) $10,100 for postage costs and printing costs for 
an informational mailing to employees and for 
enrollment form design changes and printing costs.

3) $35,000 for consulting services connected with 
establishing and qualifying the new plans in 
accordance with federal law and Internal Revenue 
Code and to assist in IRS qualification of the 
plans.

4) $58,000 for data processing chargeback and 
equipment for the non-permanent programmers.
$42,000 for data processing charge backs during the 
writing of the new program; $7,500 ($1500 for each 
of 5 terminals) one time hook-up charge; $1000 to 
install computer cable; and $7500 for five computer 

terminals.

5) $50,000 for an agency to administer the 
dependent care benefits. The $50,000 will be 
divided into quarterly payments and funded through 
the SBS administrative fees collected. The agency 
would pay child care centers from funds collected 
from members accepting this option.

d. Supplies. $4,100 supplies for the non-permanent 
programmers.
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Posmon T,ll9\na-iySt/pr0granimer V No. of Positions Range/Step,,.^ Oarg. Unit g
l ime Status
6 mo. TE/FT

Staff Months Location
1 2 .0 AWA

Election District
Juneau (4)

H I
Type of Expcndilurc Amount

1 2 3
Salary 45 ,7 4 4

-
Benefits 6,320
Premium Pay nOilier

Total Personal Services ' m  "■ " s 6i 064
Travel n
Contractual 2 3 .2 0 0Commodities 2 ,6 0 0Equipment nOther

Total Cost 7 6 , 8 6 4 ....
Funding Source for Total Cost

Federal Receipts 1002
G. F. Match 1003
General Fund 1004 76 .8 64
GF Program Receipts 1005
Other

Justification
CSSSHB 252 (SA) requires changing the 
supplemental Benefits System (SBS) to a fixed 
percentage annuity contribution and a flexible 
set of optional benefits, including new 
options such as dependent care, which may be 
purchased by employees desiring them with 
pre-tax contributions. It will require five 
nonpermanent positions, in addition to the 
existing permanent staff.

One of the Analyst/Programmer (A/P) V nonperma­

nent positions will act as team leader for the 
State employee Supplemental Benefits System 
(SSBS) redesign providing guidance for the two 
nonpermanent A/P IV positions assigned to the 
SSBS part of the SB 252 SBS redesign project, 
while the other A/P V will act in a similar 
capacity relative to the SBS for political 
subdivisions (PSBS), providing guidance for 
the nonpermanent A/P IV assigned to that part 
of the project. Specific duties will include 
analysis, design, coding, and testing changes 
to existing programs and files and to new 
programs and files in the SSBS and PSBS, and 
conversion from the existing systems to the 
new systems.

6/6B1/0426-01/1

R e q u e s t  F o r

N e w  P o s i t i o n

Agency'
OKU

Component

Administration

Retirement and Benefits

Retirement and Benefits



Position  TWftnaiyst/Programmer IV No. of Posit ions ^  R ange/S tep  ^  Barg. Unit ^

l ime Status S taff  Months

10 mo. TE/FT 30.0
Location  Election District

AWA Juneau (4)

Jus t i f ica t ion

CSSSHB 252 (3A) requires changing the 
Supplemental Benefits System (SBS) to a fixed 
percentage annuity contribution and a flexible 
set of optional benefits, including new 
options such as dependent care, which may be 
purchased by employees desiring them with 
pre-tax contributions. It will require five 
nonpermanent positions, in addition to the 
existing permanent staff.

One of the Analyst/Programmer (A/P) IV nonper- 
manent positions will share responsibility for 
designing and implementing changes and additions 
to the SBS for political subdivisions (PSBS) 
and the other two A/P IV positions will share 
similar responsibilities for the SBS for State 
employees (SSBS). In each case, they will 
work under the guidance of a nonpermanent 
A/P V (one for SSBS and one for PSBS) who will 
act as a team leader during this project. 
Specific duties will include designing, coding 
and testing changes to existing files and 
programs and to new files and programs, and 
conversion from the existing systems to the 
new systems.

T y p e  o f  Expenditure Amount

1 2 3

Salary mn,nRn

•* ,;«  u\- ■
i Benefi ts n

Premium Pay 0
Other

Total Personal Services 111 710

Travel n
Contrac tual 34,800 ..
C om m odit ie s 1,500
Equipment 0
Other

T ota l  Cost 148,019

Funding Source for Total Cost

Federal Receipts 1002
G. F. Match 1003
General Fund 1004 U R . n i Q
G F Program Receipts 1005 N

Other

6/6B1/0426-01/3

R e q u e s t  F o r

N e w  P o s i t i o n

Agency

BRU

Component

Administration

Retirement and Benefits

Retirement and Benefits
Page of
Revised Dale

FY 89
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Original sponsor: Rules/Governor

1 IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE

2 CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 252 (State Affairs)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the supplemental benefits system;

7 and providing for an effective date."

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

9 * Section 1. AS 39.30.150(a) is amended to read:

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

1 1 system that would have been required on behalf of an employee had the

1 2 participating employer belonged to the social security system, the

13 participating employer shall contribute an amount equal to 6.13

14 [12.26] percent of the wages of the employee up to the taxable wage

15 base then in effect in the social security system. This contribution

16 must be paid into an individual employee annuity account in the De-

17 parcment of Administration under the terms of the State of Alaska

18 Supplemental Annuity Plan. The department shall pay 6.13 percent of

19 the wages of the employee up to the taxable wage base then in effect

2 0 in the social security system into the individual employee annuity

21 account established under this subsection. This wage reduction must

22 be treated as an employer contribution under 26 U.S.C. 414(h)(2). All

23 costs of establishing and administering the programs [BENEFIT PROGRAM]

24 established under AS 39.30.150 - 39.30.180 must [BY AS 39.30.160

25 SHALL] be paid from the contributions made to the individual employee

26 annuity accounts [BY THE PARTICIPATING EMPLOYERS] under this section.

27 [THE BALANCE OF THE CONTRIBUTIONS MADE BY THE PARTICIPATING EMPLOYERS

28 SHALL BE PAID INTO SPECIAL INDIVIDUAL EMPLOYEE BENEFIT ACCOUNTS IN THE

29 DEPARTMENT OF ADMINISTRATION TO BE USED TO PROVIDE SUPPLEMENTAL

H B 0 2 5 2 C -1- C S S S H B  2 5 2 (SA)



* Sec. 2. AS 39.30.150(c) is repealed and reenacted to read:

(c) An employee may voluntarily elect additional wage reductions 

to be paid into special individual employee benefit accounts in the 

Department of Administration. Money in these accounts must be used to 

purchase benefits selected by the employee under the supplemental 

benefits plan established by the administrator.

* Sec. 3. AS 39.30.153 is amended to read:

Sec. 39.30.153. REPAYMENT OF CONTRIBUTIONS. Upon termination of 

employment the amount held on behalf of a terminating employee in the 

employee's individual employee annuity [SUPPLEMENTAL BENEFITS] account 

must [ESTABLISHED UNDER AS 39.30.160 SHALL] be paid to the employee 

under the terms of the State of Alaska Supplemental Annuity Plan. [A 

TERMINATING EMPLOYEE MAY DEFER RECEIPT OF PAYMENT UNDER THIS SECTION 

AT THE EMPLOYEE’S OPTION.]

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

Sec. 39.30.160. BENEFITS [IN PLACE OF SOCIAL SECURITY]. (a) 

The Department of Administration shall, in accordance with policies 

prescribed by regulations of the Public Employees Retirement Board, 

provide to employees for whom special individual employee 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, and

(4) supplemental dependent care benefits [SURVIVOR BENE­

FITS, AND

(5) SUPPLEMENTAL ANNUITIES].

* Sec. 5. AS 39.30.160(b) is amended to read:

E M P L O Y E E  B E N E F I T S  P R O V I D E D  IN  A S  3 9 . 3 0 . 1 6 0 . ]

’S S S H B  2 5 2 ( S A )  -2- H B 0 2 5 2 C



(b) An employee [ON WHOSE BEHALF A PARTICIPATING EMPLOYER IS 

MAKING CONTRIBUTIONS UNDER AS 39.30.150] may select the types and 

amounts of supplemental benefits to be purchased with the money depos­

ited in [FROM] the employee's special individual employee benefit 

accounts [ACCOUNT ESTABLISHED] under AS 39.30.150. The selection must 

[SHALL] be from the benefit options listed in (a) of this section.

* Sec. 6. AS 39.30 is amended by adding a new section to read:

Sec. 39.30.162. SAFEGUARD OF MONEY. (a) Except as provided in 

the State of Alaska Supplemental Annuity Plan, amounts held on behalf

of, or payable to, an employee or other person who is or who might

become eligible for benefits under the plan are not subject to an­

ticipation, alienation, sale, transfer, assignment, pledge, encum­

brance, or charge of any kind, either voluntary or involuntary, before 

being received by the person entitled to the amount under the terms of 

the plan. An attempt to anticipate, alienate, sell, transfer, assign, 

pledge, encumber, charge, or otherwise dispose of a right to amounts 

held under the plan is void.

(b) Except as provided in AS 09.38.065, amounts held on behalf 

of, or payable to, an employee or other person who is or who might

become eligible for benefits under the plan are exempt from garnish­

ment, execution, or levy.

* Sec. 7. The plan administrator of the State of Alaska Supplemental 

Annuity Plan shall amend the plan in accordance with this Act upon obtain­

ing a determination in accordance with federal law and regulations that the 

amendment will not adversely affect the deferral of taxes.

* Sec. 8. The provisions of this Act apply to contributions due the 

month after a determination is obtained that amendment of the plan in 

accordance with this Act will not adversely affect the deferral of taxes.

* Sec. 9. AS 39.30.160(c) is repealed.

H B 0 2 5 2 C  -3- C S S S H B  2 5 2 ( S A )
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A

REQUEST;

Revision Date:___________
Title: An act relating to the
Supplemental Benefits System 

Sponsor: Covernor 
Requestor:_____________

B i l l  V e r s i o n :

P u b l i s h  D a t e :

N o .

CSSSHB 2 5 2 (SA )
HOUSE A / 2 1 / 8 8

F I S C A L  N O T E

Agency Affected: Administration 

BRU: Retirement and Benefits_______

C o m p o n e n t s :  Retirement and Benefits

EXPENDITURES/REVEh UES: (Thousands of Dollars)
OPERATING FY 88 FY 89 FY 90 FY 91 1 FY 92 FY 93

PERSONAL SERVICES 0 235.7 0 0 1 0 0
TRAVEL 0 1.1 0 0 1 0 0
CONTRACTUAL 0 219.1 5<t.O 58.3 1 63.0 68.0
SUPPLIES 0 A.1 0 0 1 0 0
EQUIPMENT 0 15.8 0 0 1 0 0
U-ND & STRUCTURES 0 0 0 0 1 0 0
CRANTS, CLAIMS 0 0 0 0 1 0 0
MISCELLANEOUS 0 0 0 0 1 0 0
TOTAL OPERATING 0 A75.8 5&.0 58.3 1 63.0 68.0

I CAPITAL

1 REVENUE" "o r 0

FUNDING: (Thousands of Doll ars)
GENERAL FUND 0 A25.8 1 0 \ 0 1 0 0

FEDERAL FUNDS 0 0 1 0 1 0 1 0 0

OTHER 0 50.0 1 5<*.0 1 58.3 1 63.0 68.0

TOTAL 0 <>75.8 1 5<».0 I 58.3 | 63.0 68.0

POSITIONS:
FULL-TIME o ; 0 1 0 ! 0 1 0 0
PART-TIME o 1 0 1 0 1 0 1 o 1 0
TEMPORARY o 1 5 1 0 1 0 1 0 1 0

ANALYSIS: (Attach a separate page if necessary)

Analysis attached

Prepared By: fitio&eft__________
Division: Retirement and Benefits

Sta I natter Phone:
Date:

A65-W70

April 20, 1988

Approved by Commissioner: John M. Andrews

Agency: Department of Administration /£■.
a ^ ^ a t e : ______

Distribution (by preparer): 

Legislative Finance 

Legislative Sponsor 

Requestor
Office of Management and Budget 

Impacted Agency(ies) P a g e  i o f  _3_
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C o m m ittee  S u b s t i t u t e  f o r  S p o n s o r  S u b s t i t u t e  f o r  House B i l l  252(SA)
F i s c a l  N o te  A n a l y s i s  

P r e p a r e d  by  D i v i s i o n  o f  R e t i r e m e n t  & B e n e f i t s  
D e p a r tm e n t  o f  A d m i n i s t r a t i o n  

A p r i l  2 0 ,  1988

IV A n a l y s i s :  P a s s a g e  o f  t h i s  b i l l  w o u ld  r e q u i r e  t h e  r e s t r u c t u r i n g  o f
t h e  S u p p le m e n ta l  B e n e f i t s  S y s tem  (SBS) i n  o r d e r  t o  
c o n fo rm  w i t h  r e q u i r e m e n t s  i n  t h e  Tax R efo rm  A ct o f  1986 
(TRA). T h i s  r e s t r u c t u r i n g  m u s t  b e  im p le m e n te d  p r i o r  t o  
J a n u a r y  1, 1989 i n  o r d e r  f o r  t h e  SBS t o  m a i n t a i n
q u a l i f i e d  t a x  exem pt s t a t u s .  T h i s  r e s t r u c t u r i n g  w ou ld  
c o n s i s t  o f  d i v i d i n g  t h e  SBS i n t o  two s e p a r a t e  q u a l i f i e d  
p l a n s ,  one p l a n  r e p r e s e n t i n g  money a c c u m u l a t i o n  o r  
a n n u i t i e s  and  t h e  s e c o n d ,  a  c a f e t e r i a  p l a n  r e p r e s e n t i n g  
i n s u r a n c e  o r  b e n e f i t  s e l e c t i o n s .  U n d e r  t h i s  s p o n s o r  
s u b s t i t u t e  a s  d r a f t e d ,  t h e  e n t i r e  am ount o f  t h e  c u r r e n t  
SBS c o n t r i b u t i o n s ,  12.26% (6 .13%  e m p lo y e r ,  and  6.13% 
e m p l o y e e ) ,  w i l l  b e  d e p o s i t e d  i n  t h e  a n n u i t y  a c c o u n t .

I n  a d d i t i o n ,  e m p lo y e e s  w i l l  b e  a b l e  t o  e l e c t  t a x - f r e e  
w age  r e d u c t i o n s  t o  p a y  f o r  b e n e f i t s  a v a i l a b l e  u n d e r  t h e  
c a f e t e r i a  p l a n .

T h i s  f i s c a l  n o t e  an d  a n a l y s i s  d e a l s  w i t h  t h e  o n e - t i m e  
c o s t s  i n v o l v e d  i n  im p le m e n t in g  t h i s  l e g i s l a t i o n  and  
o n - g o i n g  c o s t s  f o r  a d m i n i s t e r i n g  t h e  d e p e n d e n t  c a r e  
b e n e f i t .

The t o t a l  e s t i m a t e d  c o s t  i s  c a t e g o r i z e d  a s  f o l l o w s :

a .  P e r s o n a l  S e r v i c e s .  $ 2 3 5 ,7 0 0  f o r  w ages  o f  
n o n - p e r m a n e n t  p r o f e s s i o n a l  p ro g ra m m e rs  t o  e f f e c t  t h e  
n e c e s s a r y  c h a n g e s  i n  t h e  EDP s y s t e m  i n  t h e  D i v i s i o n  o f  
R e t i r e m e n t  an d  B e n e f i t s .  S ee  a t t a c h e d  b re a k d o w n  o f  DP 
e s t i m a t e s .

b .  T r a v e l .  $ 1 ,1 0 0  f o r  one p e r s o n  t o  c o n d u c t  em p lo y ee  
• a n d  e m p lo y e r  i n f o r m a t i o n a l  m e e t i n g s  i n  J u n e a u ,

A n c h o ra g e  and  F a i r b a n k s .

c .  C o n t r a c t u a l .
1) $ 6 6 ,0 0 0  f o r  c h a n g e s  i n  t h e  EDP s y s t e m  o f  t h e  
D i v i s i o n  o f  F i n a n c e .

Page  2 o f  3
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2) $ 1 0 ,1 0 0  f o r  p o s t a g e  c o s t s  and p r i n t i n g  c o s t s  f o r  
an  i n f o r m a t i o n a l  m a i l i n g  t o  e m p lo y e e s  an d  f o r  
e n r o l l m e n t  fo rm  d e s i g n  c h a n g e s  an d  p r i n t i n g  c o s t s .

3) $ 3 5 ,0 0 0  f o r  c o n s u l t i n g  s e r v i c e s  c o n n e c t e d  w i t h  
e s t a b l i s h i n g  a n d  q u a l i f y i n g  t h e  new p l a n s  i n  
a c c o r d a n c e  w i t h  f e d e r a l  la w  and I n t e r n a l  R evenue 
Code and to  a s s i s t  i n  IRS q u a l i f i c a t i o n  o f  t h e  
p l a n s .

4) $ 5 8 ,0 0 0  f o r  d a t a  p r o c e s s i n g  c h a r g e b a c k  and 
e q u ip m e n t  f o r  t h e  n o n - p e r m a n e n t  p ro g r a m m e rs .

5) $ 5 0 ,0 0 0  f o r  an  a g e n c y  t o  a d m i n i s t e r  t h e  
d e p e n d e n t  c a r e  b e n e f i t s .

S u p p l i e s .  $ 4 .1  s u p p l i e s  f o r  t h e  n o n - p e r m a n e n t  
p ro g ra m m e rs .

E q u ip m e n t .  $ 1 5 .8  f o r  w o r k s t a t i o n s  f o r  t h e  
n o n -p e rm a n e n t  p r o g r a m m e rs .
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REVENUE

FUNDING: (Thousands of Dollars)

CENERAL FUND 0 4C6.8 \ 0 0 0 0

FEDERAL FUNDS 0 0 " 0 0 0

OTHER 0 50.0 58.3 63.0 68.0

TOTAL 0 456.8 \  54?« 58.3 63.0 68.0

POSITIONS: \
\

FULL-TIME 0 0 o \ ’Y- 0 0 0

PART-TIME 0 0 0 \  \ o 0 0

TEMPORARY 0 5 0 A .  i 0 0

ANALYSIS: (Attach a separate page if necessary)
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Agency: Department of Administration ^
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1 9 8 8  L E G I S L A T I V E  S E S S I O N  P u b l i s h  Date: _______________
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Title: \ n  a c t  r e l a t in g  to  the________  BRU; Retirement and B enefits
Supplemental B enefi ts  System______________

S p o n s o r :  Governor C o m p o n e n t s :  Retirement and Benefits '
Requestor: \  ______________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
O P E R A T IN G  S - y  r s s " FY  '8 '5  ■" FY 9 0 ■ '  T Y  9 1 "T Y  9 2  ■
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Committee Substitute for Sponsor Substitute for House Bill 252(SA)
Fiscal Note Analysis 

Prepared by Division of Retirement & Benefits 
Department of Administration 

April 26, 1988

IV Analysis: Passage of this bill would require the restructuring of
the Supplemental Benefits System (SBS) in order to 
conform with requirements in the Tax Reform Act of 1986 
(TRA). This restructuring must be implemented prior to 
January 1, 1989 in order for the SBS to maintain 
qualified tax exempt status. This restructuring would 
consist of dividing the SBS into two separate qualified 
plans, one plan representing money accumulation or 
annuities and the second, a cafeteria plan representing 
insurance or benefit selections. Under this sponsor 
substitute as drafted, the entire amount of the current. 
SBS contributions, 12.26% (6.13% employer, and 6.13%,. 
employee), will be deposited in the annuity account.

In addition, employees will be able to elect tax-free 
wage reductions to pay for benefits available under the 
cafeteria plan.

The money paid into the SBS from the amounts withheld 
from the individual employees and the employer match is 
all placed in the employee's account. Each February, 
the members are charged a fixed fee of $35 to cover the 
on-going administration cost during that benefit year. 
There is no other administration cost pool and major 
program changes must be funded with state general fund 
money. This change was federally mandated precluding 
an opportunity to anticipate the additional cost and to 
fund accordingly.

This fiscal note and analysis deals with the one-time 
costs involved in implementing this legislation and 
on-going costs for administering the dependent care 
benefit.

The total estimated cost is categorized as follows:

a. $232,500 for wages of five non-permanent 
professional programmers for 12 months to effect the 
necessary changes in the EDP system in the Division of 
Retirement and Benefits. The five positions are needed 
after the January 1, 1989 effective date because only 
the most essential programming and testing can be 
completed by January 1. Converting current records, 

accepting new contributions, dividing contributions 
between annuities and benefits, will be completed



during the first half of the fiscal year. During the 
second half of the year, the programmers will design 
the various reports, the on-line screens, correct 
errors that may occur, and re-run accounts that may 
have been affected. The permanent SBS staff will have 

to manually complete tasks while the second phase is 
completed. Long term manual efforts would create a 
monstrous backlog.

b. Travel. $1,100 for one person to conduct employee 
and employer informational meetings in Juneau, 
Anchorage and Fairbanks.

c. Contractual.
1) $66,000 for changes in the EDP system of the 

Division of Finance. The SBS EDP system interfaces 
with the state payroll EDP system. Major changes 
to the SBS system necessitates changes to the state 
payroll system for interface continuity.

2) $10,100 for postage costs and printing costs for 
an informational mailing to employees and for 
enrollment form design changes and printing costs.

3) $35,000 for consulting services connected with 
establishing and qualifying the new plans in 
accordance with federal law and Internal Revenue 
Code and to assist in IRS qualification of the 
plans.

4) $58,000 for data processing chargeback and 
equipment for the non-permanent programmers.
$42,000 for data processing charge backs during the 
writing of the new program; $7,500 ($1500 for each 
of 5 terminals) one time hook-up charge; $1000 to 
install computer cable; and $7500 for five computer 
terminals.

5) $50,000 for an agency to administer the 
dependent care benefits. The $50,000 will be 
divided into quarterly payments and funded through 
the SBS administrative fees collected. The agency 
would pay child care centers from funds collected 
from members accepting this option.

d. Supplies. S4.1 supplies for the non-permanent 
programmers.



Position Title
A n a l y s t / P r o g r a m m e r  V

No. of Positions Range/Step Darg. Unit g

Time Status
FT Non-Permanen

Staff Months

2 4 . 0

Location

A W A
Election District

J u n e a u  (4)

Type of Expenditure
1

Salary
Benefits
Premium Pay
Other

Total Personal Services

M i

1 S L H S L

Travel
Contractual
Commodities
Equipment

"Other
Total Cost

Amount

tf ', - ' i

.1 B L W .

23,200

2,600

127,928

Funding Source for Total Cost
Federal Receipts 1002
fi. F. Match 1002
General Fund 1004
GF Program Receipts 1005
Other

127.928

Justification
CSSSHB 252 (SA) requires changing the 
supplemental Benefits System (SBS) to a fixed 
percentage annuity contribution and a flexible 
set of optional benefits, including new 
options such as dependent care, which may be 
purchased by employees desiring them with 
pre-tax contributions. It will require five 
nonpermanent positions, in addition to the 

existing permanent staff.

One of the Analyst/Programmer (A/P) V nonperma­
nent positions will act as team leader for the 

State employee Supplemental Benefits System 
(SSBS) redesign providing guidance for the two 
nonpermanent A/P IV positions assigned to the 
SSBS part of the SB 252 SBS redesign project, 
while the other A/P V will act in a similar 
capacity relative to the SBS for political 
subdivisions (PSBS), providing guidance for 
the nonpermanent A/P IV assigned to that part 
of the project. Specific duties will include 
analysis, design, coding, and testing changes 
to existing programs and files and to new 

programs and files in the SSBS and PSBS, and 
conversion from the existing systems to the

 new.s.retems.,    _

6/6B1/0426-01/1

R e q u e s t  F o r

N e w  P o s i t i o n

Agency

imu
Component

Administration

Retirement and Benefits 

Retirement and Benefits



Position T it le  Ana1yst/programmer IV No. of Posit ions ^ Range/Step 19A Uarg. Unit q

'l 'imc Status 
FT Non-Permanen

:■

Staff  Months
35.0

Location
AWA

Election District
Juneau (4)

■■ ■ • . i

Type of Expenditure 1 Amount
1 2 3

Salary 1 1 6 .7 6 0
benefits 1 3 .5 7 9 •: : ; • ; - ‘ . : ;';, v •
Premium Pay 0 HOther

Total Personal Services 1 3 0 .3 3 9
Travel 0
Contractual 3 4 ,8 0 0
Commodities 1 ,5 0 0Equipment 0Uther

Total Cost 1 6 6 ,6 3 9

Funding Source for Total Cost
Federal Receipts 1002
0 . F. Match 1003
General Fund 1004 1 6 6 ,6 3 9
GF Program Receipts 1005
Other

CSSSHB 252 (SA) requires changing the 
Supplemental Benefits System (SBS) to a fixed 
percentage annuity contribution and a flexible 
set of optional benefits, including new 
options such as dependent care, which may be 
purchased by employees desiring them with 
pre-tax contributions. It will require five 
nonpermanent positions, in addition to the 
existing permanent staff.

One of the Analyst/Programmer (A/P) IV nonper­
manent positions will share responsibility for 
designing and implementing changes and additions 

to the SBS for political subdivisions (PSBS) 
and the other two A/P IV positions will share 
similar responsibilities for the SBS for State 

employees (SSBS). In each case, they will 
work under the guidance of a nonpermanent 
A/P V (one for SSBS and one for PSBS) who will 
act as a team leader during this project. 
Specific duties will include designing, coding 
and testing changes to existing files and 
programs and to new files and programs, and 
conversion from the existing systems to the 
new systems.

6/6B1/0426-01/3

R e q u e s t  F o r

N e w  P o s i t i o n

Agency

BIUJ

Component

Administration

Retirement and Benefits 

Retirement and benefits

FY 89
Page of
Revised Dale



F e b r u a r y  1 0 ,  1 9 8 8

The H o n o r a b le  Ben G r u s s e n d o r f  
S p e a k e r  o f  t h e  House 
A la s k a  S t a t e  L e g i s l a t u r e  
P .O . Box V 
J u n e a u ,  AK 99811

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A la s k a  Con­
s t i t u t i o n ,  I  am t r a n s m i t t i n g  a s p o n s o r  s u b s t i t u t e  f o r  
HB 2 5 2 ,  r e l a t i n g  t o  t h e  s u p p le m e n t a l  b e n e f i t s  s y s te m  (S B S ) . 
HB 252 was i n t r o d u c e d  l a s t  y e a r  t o  a d d r e s s  c h a n g e s  i n  f e d ­
e r a l  l a w  i n  1985 w h i c h  r e q u i r e d  t h e  s t a t e  t o  p a y  f o r  
M e d i c a r e  c o v e r a g e  u n d e r  t h e  s o c i a l  s e c u r i t y  s y s te m  f o r  new 
e m p lo y e e s .  The b i l l  r e q u i r e s  t h a t  b o t h  e m p lo y e r  c o n t r i b u ­
t i o n s  a nd  m a n d a to r y  em p lo ye e  wage r e d u c t i o n s  f o r  SBS be  
r e d u c e d  b y  t h e  am oun t t h a t  t h e  e m p lo y e r  a nd  e m p lo y e e  a r e  
r e q u i r e d  t o  p a y  f o r  M e d ic a r e  c o v e r a g e .  The a t t a c h e d  s p o n s o r  
s u b s t i t u t e  a l s o  a d d r e s s e s  t h i s  i s s u e ,  a nd  f u r t h e r  p r o v i d e s  
f o r  a c o r r e s p o n d in g  r e d u c t i o n  i n  c o n t r i b u t i o n s  t o  be  made i f  
t h e  s t a t e  i s  r e q u i r e d  t o  p a r t i c i p a t e  i n  a n y  p a r t  o f  t h e  
s o c i a l  s e c u r i t y  s y s te m .  ( S e c t i o n  3 . )

The p r im a r y  r e a s o n  f o r  i n t r o d u c t i o n  o f  t h i s  s p o n s o r  s u b s t i ­
t u t e  i s  t o  a d d r e s s  c h a n g e s  i n  f e d e r a l  la w  e n a c te d  i n  t h e  T a x  
R e fo rm  A c t  o f  1986 (T R A ) . B e cau se  o f  t h o s e  c h a n g e s ,  SBS 
m u s t  be  r e s t r u c t u r e d  i f  t h e  p l a n  i s  t o  m a i n t a i n  i t s  s t a t u s  
as a q u a l i f i e d ,  t a x  e x em p t p l a n  a f t e r  J a n u a r y  1 ,  1 9 8 9 .  Un­
d e r  t h e  TRA, t h e r e  c a n  be  no  e m p lo y e e  d i s c r e t i o n  c o n c e r n i n g  
t h e  am oun t c o n t r i b u t e d  t o  a q u a l i f i e d  a n n u i t y  p l a n .  The 
e m p lo y e e  c o n t r i b u t i o n  m u s t  b e  f i x e d  b y  l a w .  C u r r e n t  p r o ­
v i s i o n s  o f  SBS do  p e r m i t  a c e r t a i n  am oun t o f  em p lo ye e  
d i s c r e t i o n ,  s i n c e  an  e m p lo y e e 's  d e c i s i o n  t o  p u r c h a s e  o r  n o t  
t o  p u r c h a s e  v a r i o u s  i n s u r a n c e  b e n e f i t s  a f f e c t s  t h e  am oun t 
t h a t  w i l l  be  d e p o s i t e d  i n  t h e  e m p lo y e e 's  a n n u i t y  a c c o u n t .  
T h e r e f o r e ,  SBS w i l l  be  o u t  o f  c o m p l ia n c e  w i t h  t h e  f e d e r a l  
r e q u i r e m e n t  as o f  J a n u a r y  1 ,  1 9 8 9 .

The s p o n s o r  s u b s t i t u t e  w o u ld  r e s t r u c t u r e  SBS i n t o  tw o  f r e e ­
s t a n d i n g  p l a n s :  o n e ,  a q u a l i f i e d  a n n u i t y  p l a n  t o  w h i c h  c o n ­
t r i b u t i o n s ,  f i x e d  b y  l a w ,  w o u ld  be  made ; a nd  t h e  o t h e r ,  a 
" c a f e t e r i a "  p l a n  u n d e r  w h ic h  e m p lo y e e  c o n t r i b u t i o n s  t h a t  a r e  
v a r i a b l e ,  v o l u n t a r y ,  and  t a x - f r e e  c o u l d  be  u s e d  t o  p a y  f o r  
b e n e f i t s  s e l e c t e d  b y  t h e  e m p lo y e e .



T h e  H o n o r a b l e  B e n  G r u s s e n d o r f P a g e  2

C u r r e n t l y ,  SBS i s  fu n d e d  b y  c o n t r i b u t i o n s  b y  t h e  e m p lo y e r  i n  
' a n  am oun t e q u a l  t o  1 2 .2 6  p e r c e n t  o f  e a ch  o f . i t s  e m p lo y e e 's  

w a g e s ,  up  t o  t h e  s o c i a l  s e c u r i t y  t a x a b l e  wage b a s e .  H a l f  o f  
t h e  c o n t r i b u t i o n  comes f r o m  a m a n d a to r y  b e f o r e - t a x  r e d u c t i o n  
i n  e m p lo y e e  w ages . T h e r e f o r e ,  i n  e f f e c t ,  t h e  e m p lo y e r  and  
e m p lo y e e  e a ch  c o n t r i b u t e  6 .1 3  p e r c e n t  o f  w a g e s . U n d e r  t h e  
s p o n s o r  s u b s t i t u t e ,  t h e  e n t i r e  am oun t o f  b o t h  t h e  e m p lo y e r  
and  e m p lo y e e  p o r t i o n s  o f  t h e  c o n t r i b u t i o n  w i l l  be  d e p o s i t e d  
i n  t h e  a n n u i t y  a c c o u n t .  E m p lo y e e s  w i l l  be  a b l e  t o  e l e c t  
a d d i t i o n a l  t a x - f r e e  wage r e d u c t i o n s  t o  p a y  f o r  i n s u r a n c e  
b e n e f i t s  a v a i l a b l e  u n d e r  t h e  c a f e t e r i a  p l a n .  O f  c o u r s e ,  an 
e m p lo y e e 's  e l e c t i o n  o f  f u r t h e r  wage r e d u c t i o n s  t o  p u r c h a s e  
c a f e t e r i a  p l a n  b e n e f i t s  w i l l  r e s u l t  i n  l o w e r  ta k e -h o m e  p a y .  
T h i s  r e s u l t  c o u ld  be  a v o id e d  i f  some l e s s e r  f i x e d  p o r t i o n  o f  
t h e  e m p lo y e e 's  c u r r e n t  6 .1 3  p e r c e n t  wage r e d u c t i o n  i s  
r e q u i r e d  t o  be  d e p o s i t e d  i n  t h e  a n n u i t y  a c c o u n t .  The r e ­
m a i n in g  p o r t i o n  w o u ld  t h e n  be  a v a i l a b l e  f o r  t h e  em p lo ye e  t o  
a l l o c a t e  t o  c a f e t e r i a  p l a n  b e n e f i t s  ( t a x - f r e e )  o r  t o  i n ­
c r e a s e  ta k e -h o m e  p a y  ( t a x a b l e  e a r n i n g s ) .

B e cau se  o f  t h e  v a r y i n g  f i n a n c i a l  s i t u a t i o n s  among s t a t e  em­
p lo y e e s  and  v a r y i n g  n e ed s  f o r  i n s u r a n c e  b e n e f i t s ,  my A dm in ­
i s t r a t i o n  ha s  n o t ,  a t  t h i s  p o i n t ,  a t t e m p t e d  t o  s e l e c t  a p a r ­
t i a l  am oun t o f  t h e  e m p lo y e e  c o n t r i b u t i o n  t o  be  made a v a i l ­
a b le  t o  p u r c h a s e  t h o s e  b e n e f i t s .  As I  m e n t io n e d  e a r l i e r ,  
t h e  b i l l  s im p l y  r e q u i r e s  t h e  f u l l  6 .1 3  p e r c e n t  em p lo ye e  c o n ­
t r i b u t i o n  t o  be d e p o s i t e d  i n  t h e  e m p lo y e e 's  a n n u i t y  a c c o u n t .  
The d i v i s i o n  o f  r e t i r e m e n t  and  b e n e f i t s  w i l l  p r e p a r e  w r i t t e n  
m a t e r i a l s  t o  be s e n t  t o  a l l  SBS members e x p l a i n i n g  t h e  need  
f o r  and  p r o v i s i o n s  o f  t h i s  b i l l .  I n  a d d i t i o n ,  i n f o r m a t i o n a l  
m e e t i n g s  a r e  b e in g  p la n n e d  b y  t h e  d i v i s i o n  t o  be h e l d  
t h r o u g h o u t  t h e  s t a t e .  A t  t h e s e  m e e t i n g s ,  SBS members w i l l  
be  a f f o r d e d  t h e  o p p o r t u n i t y  t o  e x p r e s s  t h e i r  p r e f e r e n c e s  as 
t o  w h e t h e r  t h e  b i l l  s h o u ld  make p a r t  o r  a l l  o f  t h e  em p lo ye e  
c o n t r i b u t i o n  a v a i l a b l e  f o r  members  t o  a l l o c a t e  t o  p u r c h a s e  
o f  i n s u r a n c e  b e n e f i t s  and  i n c r e a s e  i n  ta k e -h o m e  p a y  i n s t e a d  
o f  r e q u i r i n g  t h e  e n t i r e  e m p lo y e e  c o n t r i b u t i o n  t o  be 
d e p o s i t e d  i n  t h e  a n n u i t y  a c c o u n t .

Two a d d i t i o n a l  amendmen ts  t o  t h e  SBS s t a t u t e s  a r e  i n c l u d e d  
i n  t h e  s p o n s o r  s u b s t i t u t e .  F i r s t ,  t h e  o p t i o n  o f  s e l e c t i n g  
d e p e n d e n t  c a r e  b e n e f i t s  i s  a dded  t o  t h e  c a f e t e r i a  p l a n .  
S e c t i o n  5 o f  t h e  b i l l .  S e c o n d ,  p r o v i s i o n s  t h a t  p r o t e c t  SBS 
c o n t r i b u t i o n s  f r o m  c e r t a i n  a l i e n a t i o n s  and  a t t a c h m e n t s  a r e  
s p e c i f i c a l l y  added  t o  t h e  s t a t u t e .  S e c t i o n  7 o f  t h e  b i l l .  
A l t h o u g h  t h e  SBS A n n u i t y  P la n  a l r e a d y  p r o v i d e s  f o r  t h i s  p r o ­
t e c t i o n  (a s  do a l l  p r i v a t e  p e n s io n  p l a n s  and  t h e  s t a t e ' s  
t e a c h e r s '  and  p u b l i c  e m p lo y e e s '  r e t i r e m e n t  s y s t e m s ) , t h e  
t e rm s  o f  t h e  p l a n  a r e  o n l y  r e a d i l y  a v a i l a b l e  i n  p a m p h le t s
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p r i n t e d  b y  DO A 's  d i v i s i o n  o f  r e t i r e m e n t  and  b e n e f i t s .  I n ­
c l u s i o n  o f  t h e  s a f e g u a r d  p r o v i s i o n s  i n  t h e  s t a t u t e  w i l l  b e t ­
t e r  a l e r t  SBS members and  t h e i r  c r e d i t o r s  t o  t h e  p r o t e c t i o n .

I  u r g e  p r o m p t  p a s s a g e  o f  t h i  
t h e  i n t e g r i t y  o f  o u r  SBS

s u b s t i t u t e  t o  a s s u r e



The H onorable A1 Adam s 
Chairm an, H ouse  F in an ce  C om m ittee  
A laska  H ouse  o f  R ep resen ta t iv es  
P.O. Box V
Juneau , A laska  99811 April 8 , 1988

D ear  R ep re sen ta t iv e  A dam s:

The purpose o f  this le t te r  is to apprise y our  com m ittee o f  a provision in SSHB 252 that 
was deleted by the H ouse  State Affairs Committee.

Section 3 o f  SSH B 25 2  would have reduced both em ployer  and em ployee  contributions 
to the Supplem enta l B enef its  System  by  any m andatory  p ay m en ts  to the federal social 
security system. CSSS HB 252 (SA) does not include this section.

I respectfu lly  req u es t  tne H ouse  F inance  C om m ittee  to c o n s id e r  re in s ta t ing  this 
p rov is ion  fo r tw o  reasons:

1. F o r  em ployees h ired  after M arch 31, 1986, the s ta te  and em ployees are already
requ ired  to pay  p rem iu m s to the federal governm en t fo r  the m ed ica re  portion  t , i 
o f  social security. This  currently  costs the State -ffi-W lO O " c o s t s #  /('o'* ' 0
em ployees  an equal am ount.  R einsta ting  the p rov is ion  w ill rep resen t 
im m edia te  sav ings to both  the State and em ployees. Furtherm ore ,  these 'fU*. • 
sav ings w ill increase  as tu rn o v er  in the w orkforce  p roduces  m ore and more 
em p lo y ees  su b jec t  to  th is  pa r tic ipa tion .

2. W e expect Congress  to consider, but not necessarily  to pass  this year, a 
p rov is ion  to requ ire  m edicare  p rem ium s fo r  all em ployees  regard less  o f  hire 
date. In addition, som e time dow n the road, they will p robably  once again 
c o n s id e r  co m p e l l in g  full par tic ipa tion  o f  s ta te  em p lo y ees  in the  social security 
system. R everting  back to the provisions o f  SSHB 252 will protect the state and 
em ployees  from  doub le  paym ent i.e m aking  contribu tions to SBS and at the 
sam e tim e be ing  requ ired  to partic ipate ,  par tia lly  o r  fu lly , in social security.

0 2 -8 9  LH

f e a c K  o p  P f l s f t y



R e p  A 1  A d a m s April 8, 1988

Attached is Section 3 o f  SSH B  252  which was deleted in the H ouse State Affairs 
comm ittee. I hope this information w ill be o f  assistance to you .

S in c e r e ly ,

M . Andrews 
C o m m is s io n e r

A t ta c h m e n t



Sponsor Substitute H ouse B ill 2 52

Sec. 3 A S 39 .3 0 .1 5 0  is amended by adding a new subsection to read:

(d ) I f  a participating employer is required by federal law  to participate in 
any part o f  the federal socia l security system , (1 )  the em p loyer con tribution  required 
by (a ) o f  this section must be reduced by either the amount required to be paid by the 
employer to the socia l security system on behalf o f  the em ployee , o r  6 .1 3  percent 
whichever is less, and (2 )  the employee wage reduction required by (a ) o f  this 
section must be reduced by the amount required to be paid by the em ployee to the 
socia l security system or 6 .1 3  percent whichever is less.



A P 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 l 9  H e a d q u a r t e r s :  3 4 0  N. F r a n k l in ,  J u n e a u ,  AK 9 9 8 0 1  (907) 5 8 6 -2334

A P E A

MEMORANDUM

T O :  R e p r e s e n t a t i v e  F r a n  U l m e r ,  C h a i r p e r s o n

H o u s e  S t a t e  A f f a i r s  C o m m i t t e e

F R O M :  C h e r i e  S h e l l

S U B J E C T :  H B  2 5 2

D A T E :  F e b r u a r y  2 3 ,  1 9 8 8

A P E A  h a s  r e v i e w e d  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n s  p r o p o s e d  

l e t t e r  a n d  d r a f t  b a l l o t  ( a t t a c h e d )  r e g a r d i n g  t h e  S u p p l e m e n t a l  

B e n e f i t s  S y s t e m .  T h e  p r o p o s e d  l e t t e r  i s  c l e a r  a n d  c o n c i s e  b u t  

b o t h  d o e s  n o t  a d d r e s s  S e c t i o n  3  o f  t h e  l e g i s l a t i o n  w h i c h  w o u l d  

l e d u c e  e m p l o y e r  a n d  e m p l o y e e  c o n t r i b u t i o n s  t o  t h e  S B S  a n n u i t y  

a c c o u n t .  I n  o r d e r  t o  m a k e  a n  i n f o r m e d  c h o i c e  t h a t  i s s u e  s h o u l d  

b e  r e s o l v e d  p r i o r ,  t o  a n  e l e c t i o n .  A n  e m p l o y e e  h i r e d  a f t e r  A p r i l  

1 9 8 6  m a y  v o t e  f o r  a  l o w e r  e m p l o y e e  c o n t r i b u t i o n  t o  t h e  a n n u i t y  

a c c o u n t  b e l i e v i n g  t h e  e m p l o y e r  c o n t r i b u t i o n  w o u l d  b e  6 . 1 3 %  w h e n  

i n  f a c t  i t  w o u l d  b e  4 . 6 8 %  a s  t h e  l e g i s l a t i o n  i s  c u r r e n t l y  

d r a f t e d .

A s  I  i n d i c a t e d  p r e v i o u s l y ,  A P E A  i s  c o n c e r n e d  a b o u t  a u t o m a t i c  

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

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

s o c i a l  s e c u r i t y  c o n t r i b u t i o n s .  A P E A  b e l i e v e s  e a c h  s o c i a l  

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

t h e  S B S  a n d  c h a n g e  s h o u l d  t h e n  b e  m a d e  a s  t h e  l e g i s l a t u r e  d e e m s  

a s  a p p r o p r i a t e .

I n  t h e  p r e s e n t  c a s e ,  A P E A  o p p o s e s  r e d u c i n g  e m p l o y e e s '  b e n e f i t s  b y  

1 . 4 5 % .  T h e  s t a t e ' s  c o n t r i b u t i o n s  t o  t h e  S B S  a n d  t h e  1 . 4 5 %  t o  

s o c i a l  s e c u r i t y  f o r  t h o s e  e m p l o y e e s  h i r e d  a f t e r  A p r i l  1 9 8 6  i t  i s  

a p p r o x i m a t e l y  t h e  s a m e  a s  t h e  c u r r e n t  l e v e l  o f  s o c i a l  s e c u r i t y  

c o n t r i b u t i o n s .  T h e  i n c r e a s e d  c o s t  w h i c h  t h e  s t a t e  i s  c u r r e n t l y  

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

s a v i n g s  r e s u l t i n g  f r o m  p a r t i c i p a t i o n  i n  t h e  S B S  r a t h e r  t h a n  

s o c i a l  s e c u r i t y .

I n  r e f e r e n c e  t o  t h e  d r a f t  b a l l o t ,  A P E A  w o u l d  l i k e  t o  s e e  t h e  

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

Fairbanks Field Office 
825 College Road 
Fairbanks, AK 99701 

Telephone: (907)456-5412

Anchorage Field Office 
833 Gambell Street, Suite A 

Anchorage, AK 99501 
Telephone: (907) 274-1688

Juneau Field Office 
227 4th Street 

Juneau, AK 99801 
Telephone: (907) 586-6305



c o m p l e x  a n d  e x p a n d i n g  t h e  o p t i o n s  a v a i l a b l e  c r e a t e s  u n n e c e s s a r y  

c o n f u s i o n  a b o u t  w h i c h  o p t i o n  t o  s e l e c t .  A P E A ' s  p r e f e r e n c e  o n  t h e  

b a l l o t  i s  t w o  o p t i o n s  i n c l u d i n g  a n  a n n u i t y  o f  6 . 1 3 %  a n d  a n  

a n n u i t y  o f  4 . 2 5 % .  T h e  S B S  w a s  d e s i g n e d  p r i m a r i l y  a s  a  r e t i r e m e n t  

s y s t e m  t o  r e p l a c e  s o c i a l  s e c u r i t y ,  n o t  p r o v i d e  a d d i t i o n a l  t a k e  

h o m e  d o l l a r s  t o d a y .

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

A t t a c h m e n t

c c :  H o u s e  S t a t e  A f f a i r s  C o m m i t t e e



A l a s k a  P u b l i c  A  D C  A

E m p l o y e e s  A s s o c i a t i o n  M r  C M
S ta te  Headquarters: 340 N . F ra n k lin , J u neau , AK 99801 (907) 586-2334

MEMORANDUM

TO: R e p r e s e n t a t i v e  A l  Adams, C h a i rm a n
House F in a n c e  C om m it te e

FROM: C h e r ie  S h e l l e y
SUBJECT: CSHB 252

S u p p le m e n ta l  B e n e f i t s  S ys tem

DATE: A p r i l  8 ,  1988

CSHB 252 i s  v i t a l  l e g i s l a t i o n  f o r  t h e  S u p p le m e n ta l  B e n e f i t s  S y s te m .  
As a r e s u l t  o f  t h e  f e d e r a l  Tax  R e fo rm  A c t  o f  1 9 8 6 ,  t h e  S u p p le m e n ta l  
B e n e f i t s  S ys tem  m us t be amended p r i o r  t o  J a n u a r y  1 ,  1989 o r  t h e  SBS 
c o n t r i b u t i o n s  w i l l  be s u b j e c t  t o  f e d e r a l  t a x a t i o n .  Such t a x a t i o n  
w o u ld  a d v e r s e l y  a f f e c t  a l l  SBS p a r t i c i p a n t s ,  h i c h  i n c l u d e  
e x e c u t i v e ,  l e g i s l a t i v e  and j u d i c i a l  b r a n c h  e m p lo y e e s .
The l e g i s l a t i o n  amends t h e  S u p p le m e n ta l  B e n e f i t s  S ys tem  t o  p r o v i d e  
f o r  b o t h  t h e  e m p l o y e r ' s  and t h e  e m p lo y e e 's  c o n t r i b u t i o n s  t o  be 
d e p o s i t e d  i n  t h e  e m p lo y e e 's  SBS a n n u i t y  a c c o u n t .  T h i s  i s  
c o n s i s t e n t  w i t h  t h e  r e c e n t  D e p a r tm e n t  o f  A d m i n i s t r a t i o n  s u r v e y  i n  
w h ic h  84 p e r c e n t  o f  t h e  em p lo ye e s  r e s p o n d in g  v o t e d  f o r  t h e  maximum 
c o n t r i b u t i o n  t o  t h e  a n n u i t y  a c c o u n t .  S u p p le m e n ta l  i n s u r a n c e  
p r e v i o u s l y  a v a i l a b l e  u n d e r  SBS may be p u r c h a s e  f r o m  t h e  e m p lo y e e 's  
r e g u l a r  p a y c h e c k .  How eve r t h e  l e g i s l a t i o n  a l l o w s  t h e  i n s u r a n c e  
p re m iu m  t o  be d e d u c te d  p r i o r  t o  f e d e r a l  t a x e s  b e in g  w i t h h e l d .
APEA h a s  b een  a d v i s e d  t h a t  t h e  D e p a r tm e n t  o f  A d m i n i s t r a t i o n  w i l l  be 
s u b m i t t i n g  an amendment t o  CSHB 252 w h ic h  w o u ld  a u t o m a t i c a l l y  
r e d u c e  b o t h  t h e  e m p lo y e r  and th e  em p lo ye e  c o n t r i b u t i o n s  t o  t h e  SBS 
a n n u i t y  a c c o u n t  b y  an y  m anda te d  c o n t r i b u t i o n s  t o  t h e  f e d e r a l  s o c i a l  
s e c u r i t y  s y s te m .  T h is  la n g u a g e ,  i f  a d o p te d ,  w o u ld  im m e d ia t e l y  
r e d u c e  SBS b e n e f i t s .  The s t a t e  i s  c u r r e n t l y  c o n t r i b u t i n g  1 .4 5  
p e r c e n t  t o  t h e  m e d ic a r e  p ro g ra m  f o r  em p lo ye e s  h i r e d  a f t e r  A p r i l  
1 9 8 6 .  Such  em p lo ye e s  a r e  a l s o  m a k in g  a l i k e  c o n t r i b u t i o n .  APEA 
o p p o s e s  r e d u c in g  t h e  SBS b e n e f i t s  f o r  t h e s e  e m p lo y e e s .
I t  s h o u ld  be n o te d  t h a t  t h e  SBS c o n t r i b u t i o n  r a t e  i s  f i x e d  a t  6 .1 3  
p e r c e n t ;  t h e  c u r r e n t  s o c i a l  s e c u r i t y  r a t e  i s  7 . 5 1  p e r c e n t .  The

Fairbanks Field Office 
825 College Road 
Fairbanks, AK 99701 

Telephone: (907) 456-5412

Anchorage Field Office 
833 Gambell Street, Suite A 

Anchorage, AK 99501 
Telephone: (907) 274-1688

Juneau Field Oflice 
227 4th Street 

Juneau, AK 99801 
Telephone: (907) 586-6305



s t a t e ' s  6 . 1 3  p e r c e n t  c o n t r i b u t i o n  t o  S B S  a n d  1 . 4 5  p e r c e n t  

c o n t r i b u t i o n  t o  m e d i c a r e  t o t a l s  7 . 5 8  p e r c e n t  o r  j u s t  0 . 0 7  p e r c e n t  

h i g h e r  t h a n  t h e  c u r r e n t  s o c i a l  s e c u r i t y  r a t e .  T h i s  i n c r e a s e d  c o s t  

i s  m o r e  t h a n  o f f s e t  b y  t h e  m i l l i o n s  o f  d o l l a r s  t h e  s t a t e  h a s  s a v e d  

a n d  w i l l  c o n t i n u e  t o  s a v e  i n  t h e  f u t u r e  a s  a  r e s u l t  o f  

p a r t i c i p a t i n g  i n  S B S  r a t h e r  t h a n  t h e  s o c i a l  s e c u r i t y  s y s t e m .  A P E A

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

r e d u c t i o n  i n  t h e  S B S  a n n u i t y  a c c o u n t .

T h e  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  r e q u e s t s  y o u r  s u p p o r t  f o r

t h e  H o u s e  S t a t e  A f f a i r s  C o m m i t t e e  S u b s t i t u t e  f o r  H B  2 5 2 .

Thank  y o u .
c c :  House F in a n c e  C om m it te e



AP EA

■fa.

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
J u n eau  F ie ld  O ff ice : 227 4th S treet, J uneau , AK 99801 (907) 586-6305

A P E A

SUPPLEMENTAL BENEFITS SYSTEM
The d i f f e r e n c e  b e tw e e n  S pon so r  S u b s t i t u t e  f o r  House B i l l  252 
and  C o m m it te e  S u b s t i t u t e  f o r  S p o n so r  S u b s t i t u t e  f o r  h ouse  B i l l  
2 5 2 ,  S t a t e  A f f a i r s  a r e  as f o l l o w s :
SSHB 252
S e c t i o n  3 o f  SSHB 252 w o u ld  a u t o m a t i c a l l y  re d u c e  b o t h  t h e  
e m p lo y e r  and t h e  em p lo ye e  c o n t r i b u t i o n s  t o  SBS b y  an y  m anda te d  
c o n t r i b u t i o n s  t o  t h e  f e d e r a l  s o c i a l  s e c u r i t y  s y s te m .  C u r r e n t l y  
b o t h  t h e  s t a t e  and  t h e  em p lo ye e s  h i r e d  a f t e r  A p r i l  1986 a r e  
c o n t r i b u t i n g  1.45% t o  th e  s o c i a l  s e c u r i t y  m e d ic a r e  p ro g ra m  i n  
a d d i t i o n  t o  t h e  6 .13% c o n t r i u j t i o n  t o  SBS.
W h i l e  S e c t i o n  3 w o u ld  save  th e  s t a t e  $ 6 5 5 ,0 0 0  i n  FY 8 9 ,  i t  
s h o u ld  be n o te d  t h a t  p a r t i c i p a t i o n  i n  SBS r a t h e r  th a n  s o c i a l  
s e c u r i t y  s a v e s  t h e  s t a t e  m i l l i o n s  o f  d o l l a r s .  A c c o r d in g  t o  t h e  
D e p a r tm e n t  o f  A d m i n i s t r a t i o n ,  D i v i s i o n  o f  R e t i r e m e n t  and 
B e n e f i t s ,  d u r i n g  c a le n d a r  y e a r  1 9 8 7 , t h e  s t a t e  sa ve d  $ 3 ,9 3 7 , 1 0 0  
b y  p a r t i c i p a t i n g  i n  SBS r a t h e r  t h a n  s o c i a l  s e c u r i t y ;  t h i s  c o s t  
s a v in g s  i n c l u d e s  th e  c o s t  o f  m e d ic a r e  p a r t i c i p a t i o n .  I n  
c a l e n d a r  y e a r  1 9 8 8 , t h e  s a v in g s  as a r e s u l t  o f  SBS 
p a r t i c i p a t i o n  w i l l  i n c r e a s e  t o  $ 5 ,3 4 8 , 8 0 0 .

CSSSHB 252

The House S t a t e  A f f a i r s  C om m it te e  rem oved  t h e  la n g u a g e  o f  
S e c t i o n  3 and  m a in t a i n e d  t h e  s t a t u s  q u o .  APEA s u p p o r t s  th e  
House S t a t e  A f f a i r s  C o m m i t t e e 's  a c t i o n  on t h e  c o m m i t te e  
s u b s t i t u t e .

Anchorage Field Office 
833 Gambell Street. Suite A 

Anchorage. Alaska 99501 
Te'iphone: (907) 274-1688

Slate Headquarters 
340 N. Franklin Street 
Juneau, Alaska 99801 

Telephone: (907) 586-2334

Fairbanks Field Office* 
825 • 0 College Road 

Fairbanks. Alaska 99701 
Telephone: (907) 456-5412



Official Business

Alaska State Legislature
H o u s e

^ s.,

P.O. BOX V 
S ta te  C a p ito l  

Juneau, Alaska 99811

M a rc h  2 ,  1988

TO: H ouse  S t a t e  A f f a i r s  C o m m it te e

FROM: R e p r e s e n t  'fê -F’r a n  U lm e r ,  C h a i r
House  S t a t e / ?  a f f a i r s

R E : SSHB 252

I  r e c e i v e d  t h e  a t t a c h e d  l e t t e r  f r o m  C o m m is s io n e r  J o h n  A n d rew s  
o u t l i n i n g  when t h e  s u r v e y  was s e n t  a n d  h i s  e x p e c t a t i o n s  a s  t o  
w hen  t h e  b a l l o t s  w i l l  b e  r e t u r n e d .  He a l s o  e x p l a i n s  why  a 
r e f e r e n c e  was n o t  made t o  t h e  1 .45%  M e d ic a r e  r e d u c t i o n  f o r  new 
e m p lo y e e s .

I t  was my i n t e n t i o n  t h a t  t h e  House  S t a t e  A f f a i r s  C o m m it te e  h a v e  a 
c h a n c e  t o  commen t o n  t h e  l e t t e r  a nd  s u r v e y  p r i o r  t o  i t s  b e i n g  
s e n t .  A p p a r e n t l y  t h i s  was n o t  t h e  C o m m is s io n e r 's  u n d e r s t a n d i n g  
s i n c e  h e  d i d  m a i l  t h e i r  d r a f t  v e r s i o n .  R e g a r d l e s s ,  we do  h a v e  
SSHB 252 b e f o r e  u s ,  a nd  w i l l  h a v e  a m p le  o p p o r t u n i t y  t o  c o n s i d e r  
t h e  s u r v e y  r e s u l t s ,  h e a r  t e s t im o n y  a nd  make c h a n g e s  a s  n e c e s s a r y .



F e b r u a r y  2 6 ,  1988

H o n o r a b le  F ra n  U lm e r  
R e p r e s e n t a t i v e  
P .O . Box  V
J u n e a u ,  A la s k a  99811 

Re: SBS L e t t e r  t o  E m p lo ye e s

D ea r  R e p r e s e n t a t i v e  U lm e r :

The a t t a c h e d  l e t t e r  and  b a l l o t  a r e  b e i n g  s e n t  t o  a l l  S t a t e  
e m p lo y e e s .  A p p r o x im a t e l y  6 ,0 0 0  w i l l  r e a c h  t h e  p o s t  o f f i c e  
on  S a t u r d a y ,  F e b r u a r y  2 7 ,  1 9 8 8 ,  w i t h  t h e  r e m a in d e r  m a i l e d  b y  
Monday a f t e r n o o n ,  F e b r u a r y  2 9 ,  1 9 8 8 .

The b a l l o t s  w i l l  be i n d i v i d u a l l y  n um be re d  and  t h e  r e t u r n  
d e a d l i n e  i s  M a rc h  1 5 ,  1 9 8 8 .  We p l a n  t o  p r o v i d e  a r e p o r t  o f  
t h e  r e s u l t s  t o  t h e  House S t a t e  A f f a i r s  C o m m it te e  b y  
M a rch  1 8 .

The b a l l o t  o f f e r s  t h r e e  o p t i o n s  (6 .1 3% , 4 .2 5% , 2 .37% ) t o  
g i v e  a b r o a d  r a n g e  o f  r e a l i s t i c  a l t e r n a t i v e s .

The 1 .45% f o r  M e d ic a r e  i s  n o t  m e n t i o n e d  i n  t h e  e m p lo y e e  
s u r v e y  i n  o r d e r  t o  k e e p  t h e  q u e s t i o n  as s im p le  as p o s s i b l e  
and t o  l i m i t  t h e  q u e s t i o n  t o  t h e  i s s u e  o f  how S t a t e  
e m p lo y e e s  w i s h  t o  s p e n d  t h e i r  own m one y . I  v i e w  t h e  1.45% 
M e d ic a r e  q u e s t i o n  as a m a t t e r  o f  s t a t e  f i s c a l  p o l i c y  w h ic h  
s h o u ld  be  r e s o l v e d  d i r e c t l y  b e tw e e n  t h e  L e g i s l a t u r e  and  t h e  
e x e c u t i v e  b r a n c h .

S i n c e r e l y ,

J o h n  M. A nd rew s  
C o m m is s io n e r

A t t a c h m e n t

J M A / l c

02-B9LH
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STEVE COWPER, G O V ER N O R  
February 25, 1988

Major changes will be required in the Supplemental Benefits System (SBS) 
beginning January 1, 1989. These changes are required as a result of the 
federal Tax Reform Act of 1986. Legislation has been introduced by the 
governor and must be enacted this session to provide for the changes. 
Information is being requested from you to help determine the direction 
the change will take.

The SBS was created in 1980 to replace Social Security by providing future 
retirement benefits and current insurance benefits supplemental to the 
state health plan. Currently, the SBS consists of tv/o major parts; 
insurance benefits and retirement money accumulation (annuity). Under 
today's SBS, 6.13% of your salary is deducted from your wages before taxes 
are calculated. This percentage is matched by the State for a total 
contribution to the SBS of 12.26% of your gross wages. This contribution 
is made to the SBS on each employee's behalf and is used to first pay the 
SBS administrative fees and insurance premiums for each en.ployee, with the 
remainder being deposited into the employee's annuity account.

Since each employee chooses his or her own insurance election and 
insurance premiums vary with each employee's age and salary, the result is 
that different percentages of salary are contributed to the annuity 
accounts for each employee.

This structure will not be allowed under the Tax Reform Act. A pre-set, 
uniform, and non-discretionary percentage of salary must be contributed to 
the annuity account for each employee.

In an effort to maintain as much consistency with the current SBS plan and 
ideals, the proposed legislation establishes two separate plans; a 
free-standing insurance plan and a free standing annuity plan. Each plan 
will be qualified under separate provisions of the Internal Revenue Tax 
Code. The entire employer contribution (6.13%) will go into the annuity 
plan.

The question that remains, and on which we would ask your advice, is: 
What should each employee's percentage contribution be to the annuity 
plan?

The answer could be all, or some portion, of the current 6.13% employee 
contribution. Whatever portion of this amount is not paid into the 
annuity account would increase the employee's "pre-taxable income" (income 
before federal taxes are calculated). It would then be available to help 
pay premiums under the separate insurance plan, or to increase take-home 
pay.

D E P A R T M E N T  O F  A D M I N I S T R A T I O N

DIVIS ION OF RETIREMENT & BENEFITS 
PLEASE REPLY TO:

□  P.O.BOX CR □  2600 DENALI ST. SUITE 401
JUNEAU. ALASKA 99811-0203 ANCHORAGE. ALASKA 99503-2/40
PHONE: (907)465-4460 PHONE: (907) 277-7504

Dear SBS Participant:

Note: Please Include Your Social Security Number In All Correspondence & Requests Concerning Your Benefits.
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The separate insurance plan will allow each employee to select from any or 
all of the insurance options (including dependent care coverage) and to 
pay for those selections with dollars from "pre-taxable income". Of 
course, the total cost of the options selected will ultimately affect your 
net taxable income.

We have selected three sample alternatives to illustrate the effects on 
the annuity account and on gross salary of various employee contribution 
percentages paid to the annuity account. These examples assume a monthly 
salary of $2100.00 and monthly insurance premiums of $50.00. The examples 
do not include administrative costs.

SAMPLE ALTERNATIVES

Employer Employee Total Monthly Amount of Increase Net Effect on
6.13% Annuity Annuity Contribution Contribution to "Pre-Taxable Taxable Income After 
Contribution Percent Amount to Annuity Income" Before Insurance Premiums 

 Insurance Premiums_______of $50/mo.

$128.73 6.13 $128.73 $257.46 $ 0 -$50.00
128.73 4.25 89.25 217.98 39.48 - 10.52
128.73 2.37 49.77 178.50 78.96 + 28.96

Enclosed is a survey form on which you may indicate your preference on the
level of contributions all employees would make to their annuity accounts.
Remember this is in addition to the "employer" contribution of 6.13%. If 
you choose a high amount, such as 6.13%, you are indicating your 
preference for pre-tax savings for retirement or other purposes for use 
after your termination. If you choose a low amount, such as 2.37%, you 
are indicating your preference for current-year income which you may use 
for the purchase of insurance premiums or to increase your regular taxable 
payroll.

The survey is for information purposes only. The results of the
information will be used by both the legislature and the administration in 
determining the direction of the final legislation. The final employee's 
annuity contribution rate will ultimately be set by the legislature. 
However, your input will help provide needed information for the
legislature's consideration.

These are important decisions. There will be future correspondence on 
this subject as events develop. If you have any questions, please contact 
the Supplemental Benefits System at 465-4460.

Sincerely,

Robert F. Stalnaker 
Acting Director

RFS/MBC/LMT/cam/9
Enclosure



D IV IS IO N  O F  R E T IR E M E N T  AND BEN EF ITS  

SUPPLEMENTAL BENEFITS SYSTEM  SURVEY

Please indicate your preference for the "employee’s" annuity contribution rate that should 
be established by the State by checking one o f the follow ing alternatives and returning this 
survey form by March 15, 1988 to: Division o f  Retirement & Benefits, P.O . Box CR, Juneau, 
Alaska 99811 or 2600 Denali, Suite 401, Anchorage, Alaska 99503. You may also return your 
ballot to your personnel office for delivery to Mail Stop 0203 .

1. _______ Maximum Annuity Contribution (6 .13% ):
Under this alternative, the entire current contribution o f 6 .13%  will go to your 
annuity account. If you wish to purchase insurance benefits, your taxable 
income will decline by the amount o f your insurance costs.

2. _______ M iddle Annuity Contribution (4 .25% ):
Under this alternative, 4 .2 5%  o f your eamings will go to your annuity 
account. The balance, 1.88%  o f your earnings, will be available for 
purchasing insurance benefits or take-home pay. You will experience an 
increase (decrease) in your taxable income depending on whether your 
insurance purchases are smaller (greater) than 1.88%  o f  your earnings.

3. _______ Low  Annuity Contribution (2 .37% ):
Under this alternative, 2 .37%  o f your earnings will go to your annuity 
account. The balance, 3 .76%  o f  your earnings, will be available for 
purchasing insurance benefits or take-home pay. You will experience an 
increase (decrease) in your taxable income depending on whether your 
insurance purchases are smaller (greater) than 3 .76%  o f  your earnings.

EXAMPLE:
Assumptions: Annual Salary = S35.000; Annual Insurance Purchases = S800.

Under the existing SBS program, your total annual SBS contribution is allocated as follows:
Total Contribution (S35.000 X .0613) = S2 .146
Insurance Purchases = S800
Employee's Annuity Contribution = SI .346

Under the 3 revised alternatives described above,

Employee 
Annuity Contribution 

Bc£c_e.n,t Amount

1. High Annuity 6 ,13%  $2 ,1 4 6

2. Middle Annuity 4 .25%  $1 ,488

3. Low Annuity 2 .37%  $ 8 3 0

the annual allocation would be as follows:

Available for 
Insurance or Wages 

Percent Amount
1
1 Insurance 
1 Purchases

1 Pre-tax 
1 Change in 
1 Annual Waees

0 .0% SO
1
1 S800 1

1
1 -S 8 00  1

1.88% $658
1
1 $800  1

1
1 -$ 1 4 2

3 .76% $1 ,3 1 6
1
1 $800

1
1 $516
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D E P A R T M E N T  O F  A D M I N I S T R A T I O N

D IV IS ION  OF RETIREMENT A BENEFITS 
PLEASE REPLY )0 :

& P AP.O.BOX CR [  ]  701 E a s t  T u d o r  R o ad ,  S u i t e  2 ^ 0
JUNEAU. ALASKA 99B11-0203 A n c h o r a g e ,  AK 99503
PHONE: (907)465-4460 P h o n o i  ( 9 0 7 )  5 6 3 -5 8 8 5

Ms. Martha Stewart, Committee Assistant
House Finance Committee
Alaska State Legislature
P.O. Box V
Juneau, AK 99811

PoOiic Em pio*e«3 P«U 'tm «nt SySU m  

T sacn a is  R e lusm snt Systam  

Ju d ic ia l Rebutment Syatam  

E lac ied  Pub lic  O llic e ts  Ra lu a inan l Sys iam  

Nanonai Guard  Ra lirem aol Systam  

Territorial Retirem ent System  

Retirees Voluntary Dem ai Vision Audio Plan 

Supplem ental Benefits System  

Group H e s ltrv L ile  In surance B a n d its  

Deterred Com pensation P lan 

Pub lic  Em ployers Soc ia l S ecu rity  C ontributions

S T E V E  C O W P E R ,  G O V E R N O R  

April 4, 1988

Dear Ms. Stewart:

Re: HCS SSHB 252 (State Affairs)

The purpose o f this letter is to provide you with an update on the 
employee survey we conducted regarding HCS SSHB 252 (State Affairs). This> 
survey was undertaken to d^V/nine employee opinion as to what portion of 
the employee's contribution, a total of 6.13% of gross wages, should be 
allocated directly to the employee's annuity account. I have enclosed a 
copy of the cover letter and survey form sent to all active employees.

Enclosed also is a copy of the March 18 letter to Representative Fran 
Ulmer which contains the initial results of the survey. We have since 
received another 764 surveys, an additional 5% of the total sent out, since 
the f ir s t  count. Following are the results of the second count:

Alternative

Maximum Annuity (6.13%) 
Middle Annuity (4.25%) 
Low Annuity (2.37%)

Count

665
74
25

Percentage

87%
10%

3%

When the f irs t  and the second counts are combined, there is a total of 33% 
responding and the results are as follows:

Alternative

Maximum Annuity (6.13%) 
Middle Annuity (4.25%) 
Low Annuity (2.37%)

Count

3910
612
117

Percentage

I hope this information assists you in preparing for the Finance Committee 
hearing on this bi l l .  I f  I can be o f further assistance, please contact 
me.

S i n c e r e l y ,
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STEVE COWPER, C O V ER N O
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D E P A R T M E N T  O F  A D M I N I S T R A T I O N  '

O F F I C E  O F  T H E  C O M M I S S I O N E R

P.O. BOX C
JUNEAU. ALASKA 99811-0200 
PHONE: (907) 465-2200

March 18, 1988

Honorab le  Fran Ulraer 
Chairman
House S t a t e  A f f a i r s  Committee 
P .O .  Box V
Juneau , A la s k a  99811 

Dear R e p r e s e n ta t i v e  U lm er:

The purpose o f  t h i s  l e t t e r  i s  t o  p r o v id e  you  w i t h  a s t a tu s  
r e p o r t  on th e  outcome o f  th e  s u r v e y  we con du c ted  r e g a rd in g  
th e  Supp lem en ta l B e n e f i t s  Sys tem  p e r t a i n i n g  t o  SSHB 252.

We m a i le d  13,923 su r v e y s  to  SBS p a r t i c i p a n t s .  We r e c e i v e d  
3875 s u rve ys  -  28% -  as o f  th e  March 15 d e a d l in e .  The 
r e s u l t s  as o f  t h i s  d a te  are  as f o l l o w s :

A l t e r n a t i v e

Maximum A n n u i t y  (6.13%) 
M id d le  A n n u i t y  (4.25%) 
Low A n n u i t y  (2.37%)

Count

3245
538

92

P e rc en ta g e

84%
14%

2%

*

Even  i f  you combine th e  t o t a l  b a l l o t s  s u b m it te d  f o r  th e  Low 
and M id d le  A n n u i t y  O p t io n s ,  l e s s  th an  16% o f  th e  r e sp o n d e n ts  
fa v o r e d  an a n n u i t y  l e v e l  b e lo w  th e  6.13% l e v e l .  S in c e  th e  
r e s u l t s  o f  th e  s u r v e y  show an o ve rw h e lm in g  p r e fe r e n c e  f o r  
th e  h ig h  a n n u i t y  c o n t r i b u t i o n ,  we w ou ld  recommend th e  6.13% 
l e v e l  be used f o r  b o th  th e  Em p loyer  and Employee 
c o n t r i b u t i o n  r a t e s  f o r  th e  a n n u i t y .

The s t a t e  and th e  em ployees  (as e v id e n c e d  b y  th e  comments 
th e y  p r o v id e d  on th e  b a l l o t  and i n  s e p a ra te  correspondence] 
c l e a r l y  d is a g r e e  on th e  p roposed  la n g u ag e  i n c l u d e d : ^  SSHB 
252 w h ich  would  r e q u i r e  t h a t  SBS em p lo ye r  and em ployee  ^  
c o n t r i b u t i o n s  be - low ered  by . an y  m anda tory  payment a 
S o c i a l  S e c u r i t y  j ^ s t e m - i n c lU d in g ’' 'M e d ic a re  paymantrif

W h i le  I  understand , th e  C o m m it te e 's  d e s i r e  f o r ^ ^ 2 
c o n t r o v e r s i a l  s o l u t i o n ,  th e r e  a r e  tw o  p ie ce *

•• ■aUtt- a i . r  1 t X . i



R e p .  F r a n  U l m e r - 2 - M a r c h  1 8 ,  1 9 8 8

I  f e e l  i t  i s  o n l y  p ru d en t t o  share  w i t h  you r e g a rd in g  t h i s  
m a t te r :

1. C u r r e n t  S o c i a l  S e c u r i t y  Requ irem en ts  The s t a t e
and th e  em ployee a re  a l r e a d y  r e q u ir e d  t o  pay
M ed ic a re  premiums f o r  a l l  em p loyees  h i r e d  a f t e r  
A p r i l  1, 1986. T h is  r e q u ire m en t  c o s ts  th e  S t a t e  
$625,000 and c o s ts  t h e  em p loyee  $625,000. T h is  
c o s t  w i l l  c o n t in u e  t o  e s c a la t e  as  th e  tu rn o v e r  i n  
th e  w o rk fo r c e  produces  more and more em ployees 
s u b j e c t  t o  t h i s  p a r t i c i p a t i o n .

2. P roposed  Changes t o  th e  S o c i a l  S e c u r i t y
Requ irem en ts  We e x p e c t  Congress t o  c o n s id e r ,  b u t
n o t  n e c e s s a r i l y  pass t h i s  y e a r  a p r o v i s io n  to  
r e q u i r e  M ed ica re  premiums f o r  a l l  em ployees 
r e g a r d le s s  o f  t h e i r  h i r e  d a t e .  In  a d d i t i o n ,  t h e y  
w i l l  p r o b a b ly  once a g a in  c o n s id e r  a p r o v i s io n  to  -  
compel f u l l  p a r t i c i p a t i o n  i n  th e  S o c i a l  S e c u r i t y  
S ys tem . W h i le  we do n o t  e x p e c t  th e s e  p r o v i s io n s  
t o  pass a f f e c t i n g  FY 89, i t  i s  l i k e l y  t h a t  th e  
p r o v i s io n s  may pass w i t h i n  th e  n e x t  2-5 y e a r s .

The a t ta c h e d  cop y  o f  SSHB 252 i s  h i g h l i g h t e d  t o  i n d i c a t e  
th o se  s e c t io n s  w h ich  sh ou ld  be removed from th e  b i l l  i f  th e  
Com m ittee w ish es  t o  in t r o d u c e  Com m ittee  S u b s t i t u t e  to  remove 
th e  p e r t i n e n t  language  wh ich  w ou ld  r e q u ir e  th e  lo w e r in g  o f  
th e  em p lo yee/em p lo ye r  a n n u i t y  c o n t r i b u t i o n s  by  any m andatory 
s o c i a l  s e c u r i t y  paym en ts .

I  hope t h i s  in fo r m a t io n  w i l l  be o f  a s s i s t a n c e .

S i n c e r e l y ,

A t ta ch m en ts

JM A/MH/lc
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A p p e n d ix  A

The D i v i s i o n  o f  R e t i r e m e n t  a nd  B e n e f i t s  h a s  a l s o  c o n d u c te d  
25 e m p lo y e e  m e e t i n g s  i n  J u n e a u ,  A n c h o r a g e ,  a nd  F a i r b a n k s ,  
i n c l u d i n g  s p e c i a l  m e e t in g s  f o r  J u n e a u  p e r s o n n e l  s t a f f ,  L o c a l  
7 1 ,  I n la n d b o a tm e n s  U n io n ,  and  l e g i s l a t i v e  s t a f f  t o  d i s c u s s  
t h e  b i l l  i n  d e t a i l .  A p p r o x im a t e l y  1250 e m p lo y e e s  o r  a b o u t  
10% o f  t h e  c u r r e n t  w o r k  f o r c e  h a ve  a t t e n d e d  t h e s e  m e e t i n g s .  
I n  a d d i t i o n  t o  t h e  i n f o r m a t i o n a l  l e t t e r  a nd  s u r v e y  f o r m ,  
w r i t t e n  com m en ts  on  SSHB 252 and  i t s  p r o v i s i o n s  w e re  

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

•M a n d a to r y  P a r t i c i p a t i o n  i n  t h e  F e d e r a l  S o c i a l  S e c u r i t y  
P ro g ra m  showed  g e n e r a l  o p p o s i t i o n .  T h e re  i s  a l s o  o p p o s i t i o n  
t o  u s i n g  t h e  SBS c o n t r i b u t i o n s  t o  o f f s e t  t h e  m a n d a to r y  
s o c i a l  s e c u r i t y  a m o u n ts .  Some o f  t h e  com m en ts  a r e  as 
f o l l o w s :

*  " I  t h i n k  i t  i s  a m u s t  t o  c l a r i f y  t h i s  i s s u e  
(m a n d a t o r y  s o c i a l  s e c u r i t y  p a r t i c i p a t i o n  i n  
M e d i c a r e )  as  a l l  s t a t e  e m p lo y e e s  may be  i n  t h e  
same b o a t  i f  C o n g re s s  p a s s e s  t h e  c u r r e n t  
l e g i s l a t i o n  w h ic h  w i l l  n o  l o n g e r  e x em p t e m p lo y e e s  
h i r e d  p r i o r  t o  4 / 1 / 8 6  f r o m  c o n t r i b u t i n g  t o  t h i s  
p r o g r a m . "

*  " I  p r e f e r  t h e  SBS. A l l  my m o n ie s  a r e  i n
a n n u i t i e s .  P le a s e  do  a l l  y o u  c a n  t o  k e e p  t h i n g s  
t h i s  w a y . "

*  " I  w a n t  t h i n g s  t h e  way t h e y  a r e .  F i g h t  t o  k e e p
i t  t h a t  w a y . "

* " I f  t h e  s t a t e  was s t i l l  p a r t  o f  t h e  F e d e r a l  S o c i a l
S e c u r i t y  S y s tem  t h e  s t a t e ' s  c o s t s  w o u ld  be  7 . 5 1 % . "

*  " I n  o t h e r  w o r d s ,  l e a v e  SBS a l o n e ,  d o n ' t  l e t  (SBS)
p a y  f o r  o t h e r  t a x e s . "

* " I  w o u ld  a l s o  l i k e  t o  o b j e c t  t o  t h e  la n g u a g e  i n
t h e  b i l l  t h a t  s t a t e s  t h a t  a l l  p r e s e n t  and  f u t u r e
s o c i a l  s e c u r i t y  m o n ie s  due  t h e  F e d e r a l  G o v e rn m e n t  
w i l l  come o u t  o f  t h e  SBS m o n ie s .  I  b e l i e v e  t h e  
SBS m o n ie s  s h o u ld  be s a c r e d . "

*  "P a y  t h e  2.9% M e d ic a r e  f o r  e m p lo y e e s  h i r e d  a f t e r
A p r i l ,  1986  ( a v o i d  t w o - t i e r  b e n e f i t s  t o  
e m p l o y e e s ) . "



SBS i s  a s u p p le m e n t a l  r e t i r e m e n t  s y s te m  and  i t  s h o u ld  be  
fu n d e d  t o  t h e  g r e a t e s t  e x t e n t  p o s s i b l e ;  Some o f  t h e  
comments a r e  as f o l l o w s :

* " I  f e e l  v e r y  s t r o n g l y  t h a t  th e  main t h r u s t  o f  th e  
SBS program be toward  r e t i r e m e n t .  N o t  o n l y  w ou ld  
I  l i k e  th e  e n t i r e  6.13% p la c e d  i n t o  my a n n u i t y  
ac co u n t  b u t  I  wou ld  l i k e  to  have  bo th  th e  em p lo yer  
and em ployee p e rc e n ta g e s  r a i s e d  t o  7 .51% ."

■»

* " I n c r e a s e  m andatory c o n t r i b u t i o n s  by s t a t e  and
.. em p loyee  t o  match th e  s o c i a l  s e c u r i t y  r a t e . "

* '  " A l t h o u g h  m o re  " c a s h "  e a c h  m o n th  w o u ld  be  n i c e ,  i t
i s  a r i d i c u l o u s  t h o u g h t .  T he  w h o le  i d e a  o f  SBS 
was t o  t a k e  t h e  p l a c e  o f  s o c i a l  s e c u r i t y  a n d  g i v e  
u s  b e t t e r  b e n e f i t s  when We a r e  no  l o n g e r  w o r k i n g . "

* " I  wou ld  l i k e  to  u rge  the. d e c is io n -m a k e r s  t o
remember t h a t ,  inasmuch as SBS i s  our s u b s t i t u t e  
f o r  s o c i a l  s e c u r i t y ,  i t s  p r im a r y  purpose  i s  to  
p r o v i d e  r e t i r e m e n t  b e n e f i t s .  I  w i l l  buy  my 
in s u ra n ce  w i t h  a f t e r - t a x  d o l l a r s  and p r o t e c t  my 
r e t i r e m e n t  a cco u n t.  I  o n l y  hope t h a t  th e  p e o p le  
r e s p o n s ib le  f o r  f i n a l l y  d e c id in g  t h i s  w i l l  p e r m i t  
me to  do t h a t . "

Suppor t and concern  f o r  th e  n o n a n n u ity  b e n e f i t s — Some o f  th e  
comments a re  as f o l l o w s :

* " F i n d  th e  o v e r a l l  a ve rag e  p e r c e n t  o f  in s u ra n ce  and 
d e d u c t  from 6.13% b a la n c e  to  a n n u i t y . "

* "P l e a s e  n o te  I  have chosen  th e  lo w e s t  d e d u c t io n ,  
n o t  because  I  would n o t  p r e f e r  to  be p u t t i n g  more 
i n t o  r e t i r e m e n t ,  b u t  because  I  c a n ' t  a f f o r d  t o .  
S in c e  we have had no c o s t  o f  l i v i n g  a d ju s tm e n t ,  
th e  money has t o  come from somewhere t o  m eet 
e x p e n s e s . "

* " I  w ou ld  l i k e  to  keep my in su ra n ce  b e n e f i t s . "




