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HB335 Fiscal Note Analysis

Section 3 (Teachers’ Retirement System) and Section 29 (Public Employees' Retirement
System) are the only sections in this bill which have any fiscal impact on the retirement funds.
These sections would provide an honorarium payment to board members consistent with that
paid to members of the Alaska State Pension Investment Board (currently $150 per day).

For the purposes of this fiscal note we have assumed that the PERS Board will meet 25 days per
year and the TRS Board 14 days per year. Each board has five members. Therefore the fiscal

impact is calculated as follows:

PERS Board: 25 days x SI50/day x 5members = $ 1S.750
TRS Board: 14 days x S150/day x 5members = 10.500
$ 29,250

Total Cost:
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Amend Section 29, lines 18 and 19 as follows: »

The governor shall fill a [A] vacancy in an unexpired elective term
[SHALL BE FILLED] by [ELECTION FOR A NEW SIX-YEAR]
appointment-for the remainder
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The governor shall fill a [A] vacancy in an unexpired elective term
[SHALL BE FILLED] by [ELECTION FOR A NEW SIX-YEAR]
appointment for the remainder of the term.
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A laska State Sehate
Senate Finance Comm ittee

Mail Slop 3100
official Business Slate Capitol
Juneau, Alaska 90801-1182

MEMORANDUM

TO: Tam Cook, Director
Legal Services
Legislative Affairs Agency

FROM: Darwin Peterson jyh
Senate Finance Committee Staff

RE: HB 335

Please make the following changes to the Senate Finance Committee version of HB 335 to
reflect the actions and intent of the Committee.

m [nsert language contained in Section 56 of the State Affairs Committee version (1-
LS1217\M) relating to AS 39.50.200(a)(8)

m Delete language contained in Section 58 of the State Affairs Committee version
relating to uncodified law Elected Public Officers Retirement System Provisions

Thank you for your attention to this matter.
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Notes on bills in Sen Fin this morning:

HB 325 -

Amendment #2 adopted unanimously - amendment allows a compromise for all parties involved - allows
for hospitals and doctors and nurses to slay first in line for a lien position when the states files a lien against
a person who has received medial assistance under state law.

Reminder: don't forget to introduce and pass Amend #1 (attached)
Bill moved from committee.

HB 372 - Cows

No amends.
Moved from committee.

HB 335 -EePors

Amendment #2A - deleted Section 58 which allows EPORS employees to buv back their retirement if they
arc elected - passed.

Amendment #1 - passed

(railed #2B)

New fiscal note ordered.

Moved from committee.

HB 324 - Motor vehicle records - '64 GTO

No amends.
Moved from committee.

HB 432
Amendment #1 adopted.
Moved from committee.

Held:
HB 206
HB 419
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Name: _
Address:

Thank you tor the opportunity to speak to you on this very important bill. This bill contains
many changes to the retirement system | am only speaking to sections 37. 33, 39, and 40 of
this bill; others can speak to other sections of the bill. | am speaking on behalf of the vSupport
Employees in Kenai. These sections of the bill will allow support employees whose job status
changes at some time in the future to make a different decision when and if that happens. If
you don’t pnss this bill these employees will be paying for a benefit and not receiving any
additional service. Under the cunent law a person must guest what their job status will be in
the future as they make there choose. House Bill 335 is that clarifies some or the issues in SB
9. This is an oversight that occurred in SB 9 and HB 335 will fix the oversight. This will allow
for members who are paying for this service to revoke their choice under some very strict
guidelines if their job status changes in the future. Please move HB 335 from your Committee
so that these lowest paid school employees could afford to make an inform decision on this
issue.

Thank you for the opportunity to testify on this bill.

(This is found on page 20, 21 and 22 Ofthe bill)



Alaska State Legislature

Representative Bill Hudson Comgg:ees'
Slate Capitol __Fisheries
Juneau, Alaska Utilities Restructuring
99589%17')1%% 3744 Moo
Phone: - .
: Transportation
Far. (907)465-2273 Statep yliam

SPONSOR STATEMENT

HB 335, Retirement and Benefits Clean-up Legislation

HB 335 has been introduced at the request of the Division of Retirement and
Benefits, and is essentially a cleanup bill. According to the department, there are
federal laws, court settlements and other technical issues that need to be
addressed in an updated state law. Also addressed in this legislation are some
efficiency measures requested by the various retirement boards. There has not
been a cleanup bill in many years and many of the issues addressed in HB 335 are

longstanding ones.

This legislation is aimed at addressing issues involving clarification of current
practices and law, compliance with new federal laws, compliance with various
settlements, and board efficiencies. We have made every effort to stay away from

policy changes and just address the cleanup issues.

There is nothing in this legislation that enhances or diminishes any retirement
benefit for active employees or retirees in any public retirement system, and no
section in this bill will increase the employers costs.

Thank you for your consideration.



Section
1

2,30

3,31

4,32
5,33

6,35

System
All

TRS/PERS

TRS/PERS

TRS/PERS
TRS/PERS

TRS/PERS

CS House Bill 335 (Finance)
Sectional Analysis

Explanation
This section exempts member records, including retiree records, under the Public P.ecords Act, thereby making
member name, address, and other information confidential. The Division of Retirement and Benefits’ regulations 02
AAC 35.860 and 02 AAC 36.820 making member records confidential was struck cown by the Alaska Superior
Court (on the grounds that we needed a specific exemption under the Public Records Act). This change would, once
again, protect member records. In addition, this section limits release of member records only under specific,
authorized circumstances.
This change would simplify the appointment process by requiring the Governor to appoint two physicians and two
alternate physicians to serve on the TRS and PERS Board. This amendment also provides that when two physicians
are not available, one physician may satisfy the quorum rules for a medical disability case. There is difficulty in
appointing physician members and scheduling meetings to mesh with the schedules of those who have been appointed.
Efficiencies and cost savings would follow if but one physician member would satisfy the statute, provided there is a
need.
This amendment would provide for an honorarium payment to TRS/PERS Board members consistent with that paid
to members of the Alaska Stale Pension Investment Board (currently $150/day) recognizing the significant workload
and responsibility entrusted to board members. This provision requires no general fund money. It is financed by the
TRS and PERS funds.
This allows each board to adopt regulations defining a quorum for the conduct of its business.
This section makes the hearing process consistent for all hearings and between PERS and TRS. In addition, the board
would be allowed to appoint hearing officers to hear and decide appeals. This provision would allow (but not
necessarily require) the board to appoint hearing officers for these situations. By regulation, the Board could identify
the types of appeals it might hear itselfand set qualifications for hearing officers. Appellants would always have the
option to appeal to the Board, even ifa hearing officer has considered their cases. Subsection (c) adds that ifthe
board’s vote on an appeal under this section is a tic vote, the administrator’s decision is affirmed; the board, by
regulation, shall provide for a method for it to reconsider a decision it has reached. This codifies the current practice
ofthe board. Subsection (d) allows any person to appeal a final administrative decision to the superior court.
This section eliminates an inequity in current law. Under the current law, a TRS/PERS member who retires early (not
under the RIP) and returns to work receives a penalty for their early retirement. On returning to work, the member’s
early retirement benefit stops. When the member subsequently retires, their early retirement benefit resumes and * ey
receive a second benefit based on their reemployment service. There is no adjustment for the early retirement benefits
foregone. This section will authorize the division to make an actuarial adjustment to make the member whole. This

section will not affect employer rates.
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Section
7

9,41,42

10, 24, 49 TRS/PERS/

11, 12,46,
47, 48, 57
13, 18,23,
25, 26, 44,
55, 59
14, 23, 26,
45, 59

15,16,51

17,21,53 TRS/PERS/

19, 54

20

System
TRS

TRS

TRS/PERS

RS
TRS/PERS

All

All

TRS/PERS

RS

TRS/PERS

TRS

CS House Bill 335 (Finance)
Sectional Analysis

Explanation
This section is amended based on the long-standing policy that the eight year vesting requirement in TRS must be met
with at least five years of membership service with the balance made up of Alaska BIA service. The current statute
requires a person to have at least three years of BIA service for that service to apply to vesting.
The TRS statute allows a disabilitant to receive an additional 10 percent for each dependent child. It does not clearly
state 10 percent of what. This section clarifies the division’s long-standing interpretation that the dependent child
benefit is 10 percent of the member’s base salary immediately before becoming disabled.
This adds a section to the TRS/PERS statute requiring, unless there are extraordinary circumstances, a member to file
a disability application within six months of the date the member’s disability began or 90 days aftei the member
laminated employment (whichever is later). The change will make the PERS and TRS filing requirements the same.
Adds language authorizing the division’t; long-standing practice of deducting retiree insurance premiums (medical,
dental, vision, audio, and long-term care) from retirement checks.
This repeals language no longer needed with the additions to in Sections 5 and 33. Makes the hearing process

consistent for all types of hearing.

Amends language to clarify that an alternate payee has a right to the contribution account ofa member, not just any
benefit payment. This will add significant convenience and protection to members and alternate payees.

Adds language that allows the retirement system to pay a lump sum distribution directly to another plan or to an
Individual Retirement Account - IRA. Without this, division must pay the contribution account balance to the former
member, who must then write a check to the IRA custodian.

Update statutes relating to fraud, making such actions class A misdemeanors.

Adds language that sets an upper compensation limit for pension plan purposes for all members first hired on or after
July 1, 1996. For this purpose, pension plan employee contributions cannot exceed the limits set out in federal
regulations. All members hired after that date must follow the limitations set by Section 401(a)(17) ofthe IRS code
iInitially set at $150,000). This section is necessary for the system, to comply with federal law.

Clarifies that the income and interest earned by the retirement fund belong to the fund. Codifies the practice in place
since these funds were established and the trust requirements of the retirement f nds.

This section changes the definition to make any Department of Education member subject to the same definition as all
other member., namely, certification and being in a position requiring a teaching or administrator’s certificate as a

condition of employment.
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22, 58
27

28

29

32

34

36, 37, 38,
39, 40

43
50

52

System
JRS/EPORS

All

PERS

PERS

PERS

PERS

PERS

PERS
PERS

PERS

CS House Bill 335 (Finance)
Sectional Analysis

Explanation
Adds language to allow JRS and EPORS members to receive a refund ofany principle and interest oaid on prior
indebtedness. Removes the one-year limitation to repay any orior refunds and allows member to make any
repayments up to the time of retirement. Makes JRS and EPORS consistent with PERS and TRS.
Adds language specifically authorizing self-insurance of retiree medical, dental, vision, audio, and long-term care
plans. This authorization applies to PERS, TRS, JRS and EPORS.
This section makes PERS hoard membership separate from the Personnel Board. Currently the three appointed
members on the PERS Board serve by virtue of their appointment to the Personnel Boaid. This would make PERS
Board appointment separate. Rationale: the PERS Board meets almost monthly to hear disability appeals and has
other broad responsibilities. The level of activity has risen to the point where separate appointment is appropriate.
Adds language to change how the winner in a PERS hoard election is determined. Current language uses the term
“majority.” A majority of votes cast means the winner must receive greater than 50% of vie cast votes. This is
virtually impossible since a PERS board election usually draws ten or more candidates. The use of the term
“majority” virtually assures a runoff election, therefore doubling the cost of the election process. With this change the
winner is the person who receives the most votes.
Gives the PERS Board authority over setting the contribution surcharge for noncertificated school district employees
who elect to have their service calculated using the TRS schedule. This provision was added through Senate Bill 9,
which passed last session. This section brings the setting of the contribution surcharge into an open forum.
This amendment clarifies a conflict that existed in statute. This clarification places retirement system eligibility of
employees, including compensated elected officials, in the control of the employer (i.e. city council).
This amendment removes the irrevocability of an election by a noncertificated school district' mployee under
authority of SB 9, which passed last legislative session. Revocation would only be allowed when a person changes
their work status from seasonal to full year employment (and vice versa).
Clarifies language regarding the “level income option” that was repealed effective July 1, 1996. This section simply
recognizes that people hired before that date have a right to the level income option.
This amendment protects PERS employers from costs arising from requests hy employee groups to change their
retirement system coverage.
This section clarifies the purposes of Senate Bill 9, enacted during the 1999 legislative ression. Under SB9, a person
can elect to receive a year of service credit for working at least 172 days in a school year This amendment clarifies
calculation of average monthly compensation for this group.
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CS House Bill 335 (Finance)

Sectional Analysis

56 TRS/PERS Both the PERS and the TRS statutes require appointment of physician board members to hear disability appeals. Due
to the disclosure requirements of AS 39.50 (especially disclosure of individual patients), the division and the
Governor’s Office have had great difficulty recruiting physicians to board appointment. This would amend the law to
remove physicians appointed to the PERS and TRS boards from the definition of public official under AS 39.50.

60 PERS  Parallels Section 28, which separates the PERS Board from the Personnel Board. Addresses length of initial
appointment of PERS Board appointees.

Page 4 of 4



March 1, 2000

CS HOUSE BILL NO. 335 (FIN)
SECTIONAL ANALYSIS

BY REPRESENTATIVE HUDSON

“An Act relating to...”

* Section 1. This section exempts memb.r records, including retiree records, under the
Public Records Act, thereby making member name, address, and other information
confidential. The Division of Retirement and Benefits’ regulations 02 AAC 35.860 and
02 AAC "6 £20 making membei records confidential was struck down by the Aleska
Superior Court (on the grounds that we needed a specific exemption under the Public
Records Act). This change would, once again, protect member records. In addition,
this section limits release of member records only under specific, authorized
circumstances.

Reason: Necessary due to Court action.

* Section 2. Two physicians sit on the TRS and PERS boards when medical disability
appeals are heard. The current statute requires the Governor to appoint two physicians
from each of the four judicial districts in the state. The statute goes on to require that
the physicians residing in the locality of the appeal hearing are first to be called to serve.
Practically speaking, the Governor has had a very difficult time recruiting physician
board members. This change would simplify the appointment process by requiring the
Governor to appoint two physicians and two alternate physicians to serve on the TRS
Board. This amendment also provides that when two physicians are not available, one
physician may satisfy the quorum rules for a medical disability case. There is difficulty
in appointing physician members and scheduling Meetings to mesh with the schedules of
those who have been appointed. Efficiencies and cost savings would follow if but one
physician member would satisfy the statute, provided there is a need. The PERS

parallel is section 30.



Reason: Boardrecommendationfor efficiency.

* Section 3, This amendment would provide for an honorarium payment to TRS
Board members consistent with that paid to members of the Alaska State Pension
Investment Board (currently $150/day) recognizing the significant workload and
responsibility entrusted to board members. This provision requires no general fund
money. It is financed by the TRS fund. The PERS parallel is section 31.

Reason: Board request.

*Section 4. This allows the TRS board to adopt regulations defining a quorum for the
conduct of its business. The PERS parallel is section 32.
Reason: Board efficiency.

* Section 5. The first part of this section clarifies that the TRS board has the authority
to adopt regulations for the conduct of hearings. The second part addresses an
Inconsistency in statute relating to the issuance of subpoenas, administration of oaths,
depositions and affidavits. The board already has similar authority to that addressed in
this subsection, but curiously only for hearings concerning waivers of adjustments
under AS 14.25.175. This new subsection extends that authority to all board hearings.
However, the scope of the authority is limited to the hearing proceedings themselves,
and by its terms does not extend to prehearing discovery. The goal is to ensure that
appropriate evidence may be presented at a hearing without complicating proceedings
by broadening the scope to prehearing discovery. In addition, the board would be
allowed to appoint hearing officers to hear and decide appeals. This provision would
allow (but not necessarily require) the board to appoint hearing officers for these
situations. By requlation, the Board could identify the types of appeals it might hear
itselfand set qualifications for hearing officers. Appellants would always have the
option to appeal to the Board, even if a hearing officer has considered their cases.



Subsection (c) adds that if the board’s vote on an appeal under this section is a tie vote,
the administrator’s decision is affirmed; the board, by regulation, shall provide for a
method for it to reconsider a decision it has reached. This codifies the current practice

of the board.

Subsection (d) allows an aggrieved person to appeal a final administrative decision of
the TRS board to the superior court. This provision restates rights that exist as a
matter of case law, and also amplifies that a “final” decision by the board is a
precondition to further appeal. The PERS parallel is section 33.

Reason: Board recommendationfor efficiency and to reduce costs associated with
appeals. Thisprovision tracks a sensible provision now applicable only to waivers of
adjustment. It clarifies what has beenpractice andpolicy.

* Section 6. This section eliminates an inequity in current law. Under the current law,
a TRS member who retires eai / (not under the RIP) and returns to work receives a
penalty for their early retirement. On returning to work, the member’s early retirement
benefit stops. When the member subsequently retires, their early retirement benefit
resumes and they receive a second benefit based on their reemployment service. There
Is no adjustment for the early retirement benefits foregone. This section will authorize
the division to make an actuarial adjustment to make the member v'hole. It is
anticipated that this section will have no financial impact to the TRS fund. The PERS
parallel is section 35.

Reason: Member request to address inequity.

* Section 7. This section is amended based on the long-standing policy tha* fhe eight
year vesting requirement in TRS must be met with at least five years of memuership
service with the balance made up of Alaska BIA service. The current statute requires a
person to have at least three years of BIA service for that service to apply to vesting.

Reason: Clarifies existing practice.



* Section 8. The TRS statute allows a disabilitant to receive an additional 10 percent
for each dependent child. 1t does not clearly state 10 percent of what. This section
clarifies the division’s long-standing interpretation that the dependent child benefit is 10
percent of the member’s base salary immediately before becoming disabled.

Reason: Clarifies existingpractice

* Section 9. This adds a section to the TRS statute requiring, unless there are
extraordinary circumstances, a member to file a disability application within six months
of the date the member’s disability began or 90 days after the member terminated
employment (whichever is later). The change will make the PERS and TRS filing
requirements the same. The PERS parallels are sections 41 and 42.

Reason: Creates consistency between PERS and TRS systems.

* Section 10. This section adds language authorizing the division’s long-standing
practice of deducting retiree insurance premiums (medical, dental, vision, audio, and
long-term care) from retirement checks. The JRS parallel is Section 24 and the PERS

parallel is Section 49.
Reason: Not addressed in current statute.

* Section 11. Removes requirement that the TRS board must rule on a waiver of
adjustment appeal within 120 days of its receipt. The purpose is to have a consistent

process for all appeals. PERS parallel is Section 46.
Reason: Board request to increaseflexibility to appellants and the TRS.

* Section 12. This repeals language no longer needed with the additions to AS
14.25.037 in Section 5. Makes the hearing process consistent for all types of hearing.

PERS parallel is Section 48.
Reason: Thepurpose is to have a consistentprocessfor all appeals.



* Section 13. Amends language to clarify that an alternate payee has a right to the
contribution account of a member, not just any benefit payment. This will add
significant convenience and protection to members and alternate payees. The parallels
are sections 23 and 25 (JRS), 44 and 55 (PERS).

Reason: Efficiency and member request.

* Section 14. Adds language that allows the retirement system to pay a lump sum
distribution directly to another plan or to an Individual Retirement Account - IRA.
Without this, TRS must pay the contribution account balance to the former member,
who must then write a check to the IRA custodian. The parallels are sections 23 (JRS),

26(NGNMRS), 45 (PERS) and 59 (EPORS).

Reason: Efficiency and member request.

* Section 15 and 16. This section updates TRS statutes relating to fraud, making such
actions class A misdemeanors. PERS parallel is Section 51.
Reason: Clarification ofthe law.

* Section 17. Adds language that sets an upper compensation limit for pension plan
purposes for all members first hired on or after July 1, 1996. For this purpose, pension
plan employee contributions cannot exceed the limits set out in federal regulations. All
members hired after that date must follow the limitations set by Section 401 (a)(17) of
the IRS code (initially set at $150,000). This section is necessary for the system to
comply with federal law. The parallels are sections 21 (JRS) and 53 (PERS).

Reason: Required to comply withfederal law.

* Section 18. Companion to Section 13. Amends the TRS Qualified Domestic
Relations Order (QDRO) definition to clarify that a former spouse has a right to the
contribution account ofa member. Current language limits the former spouse to the
benefits payable. The parallels are sections 23 and 25 (JRS), 55 and 59 (PERS).
Reason: Efficiency and member request.

-5-



* Section 19. Clarifies that the income and interest earned by the TRS fund belong to
the fund. Codifies the practice in place since TRS was established in the 1950s and the
trust requirements of the retirement fund. The PERS parallel is section 54.

Reason: Codifiespractice.

* Section 20. The current definition of teacher in TRS is very broad in that it includes
the “commissioner of education and all supervisory employees in the Department of
Education.” This section changes the definition to make any Department of Education
member subject tc the same definition as all other members; namely, certification and
being in a position requiring a teaching or administrator’s certificate as a condition of
employment.

Reason: Codifiespractice.

* Section 21. Adds language that defines a compensation limit for pension plan
purposes for all Judicial Retirement System (JRS) members first hired on or after July
1, 1996. For this purpose, pension plan employee contributions cannot exceed the
limits set out in federal regulations. Alljustices and judges hired after that date must
follow the limitations set by Section 401 (a)(I 7) of the IRS code (initially set at
$150,000). The parallels are sections 17 (TRS) and 53 (PERS).

Reason: Required to comply withfederal law

* Section 22. Adds language to allow judges to receive a refund of any principle and
interest paid on prior indebtedness. Removes the one-year limitation to repay any prior
refunds and allows the judge to make any repayments up to the time of retirement. The
parallel is section 58 (EPORS).

Reason: Consistency with PERS and TRS.

* Section 23. Adds language paralleling that in the other retirement systems defining
the rights ofjustices and judges to a refund when a qualified domestic relations order
(QDRO) has been filed. Adds language that protects JRS benefits from any voluntary
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or involuntary garnishment or assignment, with the exception of a Qualified Domestic
Relations Order (QDRO) or a Medicaid trust. It also allows the retirement system to
make payments to Individual Retirement Accounts. Federal law now requires that the
retirement system make direct distributions to the former spouse and to other qualified
plans. This change will bring the JRS into compliance with federal law. The parallels
are sections 13 and 18 (TRS), 44 and 45 (PERS) and 59 (EPORS).

Reason: Consistency with PERS and TRS.

* Section 24. This section adds language authorizing the division’s long-standing
practice of deducting retiree insurance premiums (medical, dental, vision, audio, and
long-term care) from JRS retirement checks. The parallels are sections 10 (TRS) and
49 (PERS).

Reason: Codifies existing practice.

* Section 25. Amends JRS language to clarify that a former spouse under a Qualified
Domestic Relations Order (QDRO) has the right to the contribution and interest
account ofajustice orjudge. Current language limits the former spouse to the benefits
payable. The parallels are sections 13 and 18 (TRS), 26 (NGNMRS), 44 and 55
(PERS), 59 (EPORS).

Reason: Consistency with PERS and TRS.

* Section 26. Adds language paralleling that in the other retirement systems defining
the rights of National Guard Naval Militia Retirement System (NGNMRS) members to
a refund when a Qualified Domestic Relations Order (QDRO) has been filed. Adds
language that protects NGNMRS benefits from any voluntary or involuntary
garnishment or assignment, with the exception ofa (QDRO) or a Medicaid trust. It
also allows the retirement system to make payments to Individual Retirement Accounts.
Federal law now requires that the retirement system make direct distributions to a
former spouse and to other qualified plans. This change will bring the NGNMRS into
compliance with federal law. The EPORS parallel is section 59.
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Reason: Consistency with PERS and TRS.

* Section 27. Adds language specifically authorizing self-insurance of retiree medical,
dental, vision, audio, and long-term care plans. This authorization applies to PERS,

TRS, JRS and EPORS.
Reason: Codifiespractice and clarifies current statute.

*Section 28. This section makes PERS board membership separate from the
Personnel Board. Currently the three appointed members on the PERS Board serve by
virtue oftheir appointment to the Personnel Board. This would make PERS Board
appointment separate. Rationale: the PERS Board meets almost monthly to hear
disability appeals and has other broad responsibilities. The level of activity has risen to
the point where separate appointment is appropriate.

Reason: Board request.

* Section 29. Adds language to change how the winner in @ PERS board election is
determined. Current language uses the term “majority” A majority of votes cast means
the winner must receive greater than 50% ofthe cast vo."es. This is virtually impossible
since a PERS board election usually draws ten or more candidates. The use of the term
“majority” virtually assures a runoff election, therefore doubling the cost of the election
process. With this change the winner is the person who receives the most votes. If two
seats are open, then the top two vote getters are elected.

Reason: Board request and efficiency measure.

* Section 30. Two physicians sit on the TRS and PERS boards when medical
disability appeals are heard. The current statute requires the Governor to appoint two
physicians from each of the four judicial districts in the state. The statute goes on to
require that the physicians residing in the locality of the appeal hearing are first to be
called to serve. Practically speaking, the Governor has had a very difficult time
recruiting physician board members. This change would simplify the appointment



likdibgi;

process by requiring the Governor to appoint two physicians and two alternate
physicians to serve on the PERS Board. This amendment also provides that when two
physicians are not available, one physician ma> satisfy the quorum rules for a medical
disability case. There is difficulty in appointing physician members and scheduling
meetings to mesh with the schedules ofthose who have been appointed. Efficiencies
and cost savings would follow if but one physician member would satisfy the statute,
provided there is a need. The TRS parallel is section 2.

Reason: Board request and efficiency measure.

* Section 31. This amendment provides for an honorarium payment to PERS board
members consistent with that paid to members of the Alaska State Pension Investment
Board (currently $150/day) and recognizes the significant workload entrusted to board
members. This provision requires no general fund money. It is financed by the PERS
fund. The TRS parallel is section 3.

Reason: Board request.

* Section 32. This section allows the PERS Board to adopt regulations defining a
quorum for the conduct of its business. Subsection 12 is added giving the PERS
Board authority over setting the contribution surcharge for noncertificated school
district employees who elect to have their service calculated using the TRS schedule.
This provision was added through Senate Bill 9, which passed last session. This
section I rings the setting of the contribution surcharge into an open forum. The TRS

parallel is section 4.
Reason: Board request/clarification oflegal authority.

* Section 33. The first part of this section clarifies that the PERS board has the
authority to adopt regulations for the conduct of hearings. The second part addresses
an inconsistency in statute relating to the issuance of subpoenas, administration of
oaths, depositions and affidavits. The board already has similar authority to that
addressed in this subsection, but curiously only for hearings concerning waivers of



adjustments under AS 39.35.522. This new subsection extends that authority to all
board hearings. However, the scope of the authority is limited to the hearing
proceedings themselves, and by its terms does not extend to prehearing discovery. The
goal is to ensure that appropriate evidence may be presented at a hearing without
complicating proceedings by broadening the scope to prehearing discovery. In
addition, this is added to allow the board to appoint hearing officers to hear and decide
appeals. This provision would allow (but not necessarily require) the board to appoint
hearing officers for these situations. By regulation, the Board could identify the types
of appeals it might hear itselfand set qualifications for hearing officers. Appellants
would always have the option to appeal to the Board, even ifa hearing officer has

considered their cases.

Ifthe board’s vote on an appeal is a fie vote of those members present and voting, the
administrator’s decision is affirmed; the board, by regulation, shall provide for a method
for it to reconsider a decision it has reached. This codifies the current and past practice
ofthe board. Finally, this section adds final decisions of the board may be appealed by
an aggrieved party to the superior court. The TRS parallel is section 5.

Reason: Board request. Thisprovision restates rights that exist as a matter of case
law, and also amplifies thata "final" decision by the board is a precondition to

further appeal.

* Section 34. This amendment clarifies a conflict that existed in statute. This
clarification places retirement system eligibility of employees, including compensated
elected officials, in the control of the employer.

Reason: Addresses conflict in statute.

* Section 35. This section eliminates an inequity in current law. Currently, a PERS
member who retires early (not under the RIP) and returns to work receives a penalty
for their early retirement. On returning to work, the member’s early retirement benefit
stops. When the member subsequently retires, their early retirement benefit resumes
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and they receive a second benefit based on their reemployment service. There is no
adjustment for the early retirement benefits foregone. This section will authorize the
division to make an actuarial adjustment to make the member whole. This same
inequity wold be corrected for level income option benefit recipients who return to
work before age 65, It is anticipated that this section will have no financial impact to
the TRS fund. The TRS parallel is section 6.

Reason: Addresses inequity in current law and member request.

* Section 36. This amendment removes the irrevocability of election by a
noncertificated school district employee under authority of SB 9, which passed last

legislative session.
Reason: Clarification 0fSB 9, whichpassed the last legislative session.

* Section 37. This amendment removes the irrevocability of an election by a
noncercificated school district employee under authority of SB 9, which passed last
legislative session. Revocation would only be allowed when a person changes their
work status from seasonal to full year employment (and vice versa).

Reason: Clarification 0fSB 9, whichpassed the last legislative session.

* Section 38. Adds a new section that sets out the conditions under which a qualified
employee of the State of Alaska may make an election once they have passed the initial
opportunity at hiring.

Reason: Clarification ofSB 9, which passed the last legislative session.

* Section 39. This amended to remove the irrevocability of election as this does not
consider those instances when a qualified employee of a school district, regional
educational attendance area or other qualified employer may change their work status

from seasonal to full year employment.
Reason: Clarification ofSB 9, which passed the last legislative session.
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* Section 40. Adds a new section that sets out the conditions under which a qualified
employee of a school district, regional educational attendance area or other qualified
employer may make an election once they have passed the initial opportunity at hiring.
Reason: Clarification 0fSB 9, whichpassed the last legislative session.

* Section 41. This amends a section of the PERS statute requiring, unless there are
extraordinary circumstances, a member to file a nonoccupational disability application
within 90 days after the member terminated employment. The TRS parallel is section 9.
Reason: Establishes consistency between PERS and TRS disability requirements.

*Section 42. This adds a subsection to the PERS statute requiring, unless there are
extraordinary circumstances, a member must file an occupational disability application
within six months of the date the member’s disability began or 90 days after the
member terminated employment (whichever is later). The TRS parallel is section 9.
Reason: Establishes consistency between PERS and 1RS disability requirements.

* Section 43. Clarifies language regarding the “level income option” that was repealed
effective July 1, 1996. This section simply recognizes that people hired before that date
have a right to the level income option.

Reason: State Constitution requirement.

* Section 44. Amends PERS language to clarify that an alternate payee under a
qualified domestic relations order (QDRO) has a right to the contribution account of a
member, notjust any benefit payment. TRS parallel is Section 13.

Reason: This clarifies and simplifies ODRO procedures.

* Section 45. Adds language that allows the PERS to pay a lump sum distribution
directly to an Individual Retirement Account - IRA. The parallels are sections 14
(TRS), 23 (JRS), 26 (NGNMRS) and 59 (EPORY).

Reason: Simplifies procedures for members.
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* Section 46. Removes requirement that the PERS board must rule on a waiver of
adjustment appeal within 120 days of its receipt. The purpose is to have a consistent

process for all appeals. TRS parallel is Section 11,
Reason: Board request to increaseflexibility to appellants and the PERS.

* Section 47. This repeals language no longer needed with the additions to AS
39.35.077. Makes the hearing process consistent for all types of hearing. This

supports section 33.
Reason: Thepurpose is to have a consistent processfor all appeals.

* Section 48. This repeals language no longer needed with the additions to AS
39 35.077. Makes the hearing process consistent for all types of hearing. This

supports section 33.
Reason: Thepurpose is to have a consistent processfor all appeals.

* Section 49. This section adds language in PERS authorizing the division’s long-
standing practice of deducting retiree insurance premiums (medical, dental, vision,
audio, and long-term care) from retirement checks. The parallels are sections 10 (TRS)

and 24 (JRS),
Reason: Codifiespractice.

~Section 50. This amendment protects PERS employers from costs arising from
requests by employee groups to change their retirement system coverage.
Reason: System efficiency.

*Scction 51. This section updates PERS statutes relating to fraud, making such
actions class A misdemeanors. TRS parallel is in Sections 15 and 16.
Reason: Clarification ofthe law.
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*Scction 52, This section clarifies the purposes of Senate Bill 9, enacted during the
1999 legislative session. Under SB9, a person can elect to receive a year of service
credit for working at least 172 days in a school year. This amendment clarifies
calculation of average monthly compensation for this group.

Reason: Legal clarification.

* Section 53. Adds language in PERS that defines a compensation limit for pension
plan purposes for all members first hired on or after July 1, 1996. All members hired
after that date must follow the limitations set by Section 401 (a)(l7) ofthe IR.S code
(initially set at $150,000). The parallels are sections 17 (TRS) and 21 (JRS).
Reason: Compliance withfederal law.

* Section 54. Clarifies that the income and interest earned by the PERS fund belong to
the fund. Codifies the practice in place since PERS was established in the 1960s and the
trust requirements of the retirement fund. The TRS parallel is section 19.

Reason: Codifiespractice.

* Section 55. Companion to Section 44. Amends the PERS definition of QDRO to
clarify that a former spouse has a right to the contribution account of a member,
Current language limits the former spouse to the benefit payable. The parallels are
sections 13 (TRS), 25 (JRS), 26 (NGNMRS) and 59 (EPORS).

Reason: Addresses legal inconsistency.

* Section 56. Both the PERS and the TRS statutes require appointment of physician
board members to hear disability appeals. Due to the disclosure requirements of

AS 39.50 (especially disclosure of individual patients), the division and the Governor’s
Office have had great difficulty recruiting physicians to board appointment. This would
amend the law to remove physicians appointed to the PERS and TRS boards from the
definition of public official under AS 39.50.

Reason: Conjlict with patient confidentiality.
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* Section 57. Repei is sections relating to PERS board hearings that are no longer
necessary with the addition of AS 39.35.077 in Section 33.
Reason: Addresses statutory consistency.

*Sectiom 58. Allows an EPORS member to receive a refund ofany principle or interest
paid on prior indebtedness. Also grants EPORS members the right to repay an
indebtedness at any time up to the time of retirement. This language makes EPORS
rules consistent with other state retirement systems. Parallels section 22 (JRS).

Reason: Makes EPORS statute consistent with PERS and TRS.

*Scction 59. Places qualified domestic relations order (QDRO) language in EPORS
which is equivalent to that contained in PERS and TRS statutes. Also creates the
mechanism for members to transfer their contribution account to another qualified plan
or IRA. The parallels are sections 13 and 18 (TRS), 25 (JRS), 26 (NGNMRS), 44 and
55 (PERS).

Reason: Makes EPORS statute consistent with PERS and TRS.

* Section 60. Parallels Section 28, which separates the PERS Board from the

Personnel Board. Addresses length of initial appointment of PERS Board appointees.
Reason: Ensures continuity of membership on the PERS Board.
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