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HOUSE BILL NO. 273
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY REPRESENTATIVE GRUENBERG

Introduced: 4/12/91
Referred: State Affairs, Finance

A BILL
FOR AN ACT ENTITLED
"An Act relating to reimbursement for certain Medicare premium charges for persons
receiving benefits from the teachers’ retirement system, the judicial retirement system, the

elected public officers retirement system, and the public employees’ retirement system."

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

* Section 1. AS 14.25.168(b) is amended to read:

(b) After an election of coverage under this section, major medical insurance coverage
takes effect on the same date as retirement benefits begin and stops when the member or
survivor is no longer eligible to receive a monthly benefit. The coverage for persons age 65 or
older is the same as that available for persons under age 65. The benefits payable to those
persons age 65 or older supplement any benefits provided under the federal old age, survivors
and disability insurance program. A person who is at least 65 years old and who is receiving
a monthly benefit under the system shall be reimbursed annually for the premium charges
the person has paid for Part B of the federal Medicare program covering the person.

* Sec. 2. AS 22.25.090(b) is amended to read:
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1 (b) Except as provided in (d) of this section, major medical insurance coverage takes
2 effect on the same date as retirement benefits begin, and stops when the retired person or
3 survivor is no longer eligible to receive a monthly benefit. The coverage for persons age 65 or
4 older is the same as that available for persons under 65. The benefits payable to those persons
5 age 65 or older supplement any benefits provided under the federal old age, survivors, and
6 disability insurance program. A person who is at least 65 years old and who is receiving a
7 monthly benefit under the system shall be reimbursed annually for the premium charges
8 the person has paid for Part B of the federal Medicare program covering the person.

9 * Sec. 3. AS 39.35.535(b) is amended to read:

10 (b) Except as provided in (d) of this section, after an election of coverage under this
1 section, major medical insurance coverage takes effect on the same date that benefits begin, and
12 stops when the member or survivor is no longer eligible to receive a monthly benefit. The
13 coverage for persons age 65 or older is the same coverage available for a person under 65. The
14 benefits payable to persons age 65 or older supplement any benefits provided under the federal
15 old age, survivors and disability insurance program. A person who is at least 65 years old and
16 who has elected to receive major medical coverage under this section shall be reimbursed
17 annually for the premium charges the person has paid for Part B of the federal Medicare
18 program covering the person.

19 * Sec. 4. Notwithstanding former AS 39.37.145, a person who is at least 65 years oldand who is

20 receiving amonthly benefit under the elected public officers retirement system shall be reimbursed
21 annually for the premium charges the person has paid for Part B of the federal Medicare program

22 covering the person.
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, House Bill 273
Analysis of Financial Impact
Prepared by the Division of Retirement and Benefits
Department of Administration
April 26, 1991
Page 2 of 4

This analysis is written with the assumption that Part B premium
reimbursement could be made on a monthly basis rather than
annually and that aM PERS, TRS, JRS, and EPORS retirees over the age

of 65 would receive reimbursement. Passage of this bill will require
a number of changes in the data processing system to automate the
reimbursement requirements for eligible retirees. These changes

would be accomplished with an existing analyst/programmer IV for
an estimated three months. The estimated total cost for the
additional personal services is $21,741.15, including benefits.

There will be an impact to the State for employer contributions and
direct benefit payments to the Elected Public O fficers Retirement
System (EPORS) retirees. The number of EPORS retirees is assumed
to remain level with a 10 percent annual increase to the Medicare
Part B premiums.

The bill is estimated to increase the State's contributions by 1.43% of
the Public Employees’ Retirement System (PERS) payroll, 1.21% of the
Teachers' Retirement System (TRS) payroll and 0.66% of the Judicial
Retirement System (JRS) payroll. The FY 92 State PERS payroll,
including the University of Alaska, is estimated to be $607,917,241
(State $545,579,183, and University of Alaska $62,338,058). It is
assumed payroll to remain level each year thereafter.

The FY 92 State TRS payroll, including the University of Alaska, is
estimated to be $63,906,434 (Department of Education/Legislature
$6,537,114, and the University of Alaska $57,369,320). TRS salaries
are also assumed to remain level each year thereafter.

The FY 92 State JRS payroll is estimated to be $2,727,216. JRS
salaries are assumed to remain level thereafter.

The total estimated FY 92 cost to the State of $9,491.7 is calculated as
follows:
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Estimated State PERS FY 92 payroll $545,579,183
PERS contribution rate increase X 1,43%
State total PERS C O Sttt e e s s s se et e s eee s $7,801.8

Estimated University of Alaska PERS

FY 92 payroll $62,338,058
PERS contribution rate increase X 1.43%
U 0F A total PERS CO STttt $891.4

Estimated Department of Education/

Legislature TRS FY 92 payroll $6,537,1 14

TRS contribution rate increase X 1.21%
DOE/Leg total TRS COStuiiiiiiieiiiiisceie e $79.1

Estimated U of ATRS FY 92 payroll $57,369,320

TRS contribution rate increase X 1.21%
U of A total TRS CO St $694.2

Estimated State JRS total FY 92 payroll $2,727,216
JRS contribution rate increase X 0.66%
State t0taAl JR'S C O Sttt et s e s $18.0

Payments for Medicare Part B premiums to eligible EPORS members
would come directly from general funds since the EPORS is not

actuarially funded.

The total estimated FY 92 EPORS cost of $7.2 is calculated by
multiplying the estimated number of eligible EPORS members (20)
times the Medicare Part B premium ($29.90) times 12 months:

State total EPORS CO St it $7.2

In addition to the State cost there would also be an increase in the
political subdivisions' contribution rate to the PERS by 1.43% of PERS
payroll and school districts’ contribution rate to the TRS by 1.21% of
TRS payroll. The FY 92 PERS payroll for political subdivisions is
estimated to be $409,599,379. The FY 92 TRS payroll for school
districts is estimated to be $384,476,586. Salaries for both systems
are assumed to remain level each year thereafter.
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The total estimated FY92 cost to these entities of $10,509.5 s

calculated as follows:

Estimated political subdivision

FY 92 payroll $409,599,379
PERS contribution rate increase X 1.43%

Political subdivision total PERS COSt.iviiiiiieeinen,

Estimated school district

FY 92 payroll $384,476,586
TRS contribution rate increase X 1.21%

School district total TRS CO ST

INCREASE IN FY 92 COSTS DUE TO

$4,652.2

REIMBURSEMENT OF MEDICARE PART B PREMIUMS

System
Employer PERS TRS JRS
State $3693.2 $773.3 $18.0
Political Subdivi-
sions and School
D istricts $5857.3 $4652.2 N/A

cCOMM,TEE Copy
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MEMORANDUM

TO: Max Gruenberg

FROM: Mark Handley

DATE: April 19, 1991

RE: Sectional "Analysis of HB 273, Medicare
reimbursements

Section 1

AS 14.25.18(b) amends the statute that grants major medical
insurance coverage to persons who are at least 65 years old
and who are receiving monthly benefits from the teachers®
retirement system. The new language provides that those
individuals who have made mandatory payments of premiums

or supplemental premiums for Part B of the federal Medicare
coverage be reimbursed annually for those expenses.

Section 2

AS 22.25.090(b) amends the statute that grants major medical
insurance coverage to persons who are at least 65 years old
and who are receiving monthly benefits from the judicial
retirement system. The new language provides that those
individuals who have made mandatory payments of premiums

or supplemental premiums for Part B of the federal Medicare
coverage be reimbursed annually for those expenses.

Section 3

AS 39.35.535(b) amends the statute that grants major medical
insurance coverage to persons who are at least 65 years old
and who are receiving monthly benefits from the public
employees®™ retirement system. The new language provides that
those i1ndividuals who have elected to receive major medical
coverage, and have made mandatory payments of premiums or
supplemental premiums for Part B of the federal Medicare
coverage be reimbursed annually for those expenses.

Section 4

Adds temporary law that provides persons who are at least 65
years old and who are receiving monthly benefits from the old
elected public officers®™ retirement system, under former AS
39.37.145, and have made mandatory payments of premiums or
supplemental premiums for Part B of the federal Medicare
coverage be reimbursed annually for those expenses.



VEDICARE EXPLANATION

Medicare 1is a federal health insurance program for people age 65 or older,
people of any age with permanent kidney failure, and certain disabled people

under 65. Medicare has two parts: hospital insurance (Part A) and medical
insurance (Part B).

Medicare Hosptal Insurance Berefits (Paxt A):  when all progranm requirements

are met, Medicare Part A will help pay for medically necessary inpatient care
in a hospital, for medically necessary inpatient care in a skilled nursing

facility, and for hospice care. In addition, Part A pays the full cost of
medically necessary home health care and 80 percent of the EX*]T)&chost for
durable medical equipment supplied under the home health benefit. An

individual who 1is entitled to benefits under the Social Security system is
entitled to enroll in Part A.

Medicare Medical Insurance Berefits (FatB) Part B helps pay for physician

services, outpatient hospital services, and many other related medical services
and supplies not covered by Part A. Part B is optional and is offered to all
individuals when they enroll in Part A. It also may be purchased by
individuals who do not qualify for Part A coverage.

Health care coverage under the PERS and TRS medical plan is supplemental to
Medicare. The PERS and TRS plan will pay only that portion of covered expenses
which is not covered by Medicare. Therefore, in order for medical services to
be paid at the maximum level, an individual must be enrolled in Part B.
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NEA-ALASKA
AFFILIATED WITH THE NATIONAL EDUCATION ASSOCIATION

FAIRBANKS REGIONAL OFFICE

ANCHORAGE REGIONAL OFFICE JUNEAU OFFICE
1411 W. 33RD AVENUE 105 MUNICIPAL WAY . SUITE 302 2118 CUSHMAN STREET
ANCHORAGE. ALASKA 99503 JUNEAU. ALASKA 99801 FAIRBANKS. ALASKA 99701
(907) 274-0536 (907) 586-3090 (907) 456-4435
FAX: (07) 274-0551 FAX: (907) 586-2744 FAX: (907) 456-2159
May 6, 1991
To: Representative Kubina, Chair

Members, House State Affairs Committee

Re:
HB 273; "An Act relating to reimbursement for certain Medicare
premium charges for persons receiving benefits from the teachers'
retirement system, the judicial retirement system, the elected public
officers retirement system, and the public employees' retirement
system."

NEA-Alaska supports and strongly encourages your favorable consideration of HB
273.

Currently, at age 65, retirees are required to pay the premium costs for Medicare B
for physicians services as a supplement to the health insurance coverages provided
under the retirement systems. This represents a substantial decrease in premium

costs to the systems while placing an added financial burden on retirees.

Because of fixed incomes and the erosion of inflation this additional' financial
burden for retirees comes at a time when they can least afford it.

Retirees should have continued access to full health care coverage without having
to assume additional financial burdens for basic coverage and health care services.

We need your support for HB 273. Thank you for yoopiconsideration of our
recommendation.

Respectfully submitted,

Bob Manners Don Oberg
Executive Director President

cc: Representative Gruenberg



NEA-ALASKA
AFFILIATED WITH THE NATIONAL EDUCATION ASSOCIATION

ANCHORAGE REGIONAL OFFICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
1411 W. 33RD AVENUE 105 MUNICIPAL WAY. SUITE 302 2118 CUSHMAN STREET
ANCHORAGE. ALASKA 99503 JUNEAU. ALASKA 99801 FAIRBANKS. ALASKA 99701
19071 274-0536 19071 586-3090 (907) 456-4435
FAX: (9071 274-0551 FAX: (907) 586-2744 FAX:(907) 456-2159
March, 1991

MEDICARE, PART B

When benefit recipients under Alaska public employee retirement systems reach age
65, in order to continue critical health care benefits, specifically physician care

services, they must pay the premium costs for this coverage under Medicare, Part
B.

The current monthly premium costs for this coverage to individuals is $30+ per
month. For many of these people this additional financial burden puts a severe
strain on their already fixed and limited incomes.

During the 1989 fiscal year, the Teachers’ Retirement System paid a monthly
health insurance premium of $267.43 for retirees under the age of 65 and $76.37
for those 65 and older. Therefore, health insurance costs to retirees 65 and older
was just 29% of the costs for those under age 65. Even if TRS had been paying for
the full Medicare Part B premium the cost to the TRS would have been
approximately only 40% of the health insurance costs for retirees under age 65.

It is time to rectify this inequity and possible discriminatory practice. Those who
retire from the Alaska public employment retirement systems cannot afford an
additional financial burden when their fixed incomes are least able to handle it
and when the probability of their need for critical health care services has
increased significantly.
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REIMBURSEMENT FOR MEDICARE PART B PREMIUM
FOR RETIRED TEACHERS AND
RETIRED STATE EMPLOYEES

Under current statutes, teachers and public employees
retiring a3 of July 1990 have premium-free basic health insur-
ance until age 65. At the age of 65 retirees must enroll in
the Medicare Part B program for physician care benefits and
pay the monthly premium for coverage. The state health

insurance becomes secondary coverage only.

For fiscal year 1989 the Teachers' Retirement System
(TRS) paid a monthly premium of $267.43 for retirees under age
65 and $76.37 for those 65 and older. The insurance cost to
the 3tate (TRS) for 65-year-old retirees was just 29 percent

of the premium cost for retirees under age 65.

Had the TRS reimbursed for the Medicare Part B premium
in fiscal year 1989, the total cost for retirees 65 and older
would have been well under one-half the cost for those retirees

under age 65.

Retirees in Alaska have been aware of this inequity for
many years. But it is only very recently that the federal

government has addressed such inequities as a national problem.

The result was the passage by Congress of the OLDER
WORKERS BENEFIT PROTECTION ACT, which was sighed by President
Bush this past year. The measure prohibits employers from
providing health and retirement benefits that discriminate by
age. The requirement is that the employer incur the same cost

in purchasing benefits for all workers, regardless of age.

A legislative b ill that incorporates the ideas expressed
in Senator Duncan's SB 13, introduced in the 16th Legislature,
would not equalize the costs for the employer (the state),
but it would provide equity in costs to retirees. While not
meeting the full intent of the federal legislation, a resur-
ected SB 13 would tend to alleviate the discrimination on the

basis of age.





