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Alaska State Legislature

House of Representatives

State Capitol
Juneau, AK 99801-1182

SPONSOR STATEMENT FOR CSHB 91 (FIN)
BY: Representative Tom Anderson

TITLE: An Actrelating to medical benefits for retired peace officers after 20 years of
credited service.

The state troopers, firefighters, correctional officers, and others known as “peace
officers,” employed by the State of Alaska and other local governments are an invaluable
resource. These employees risk their health and safety in their service to the citizens of
Alaska.

Until 1986, all PERS benefitrecipients were eligible to receive major medical insurance
benefits after becoming vested in the retirement system. In 1986, the requirements for
medical benefits were modified to reduce the number of benefit recipients eligible to
receive these benefits. Currently, most PERS participants may receive medical insurance
benefits upon “normal retirement,” or 30 years of service. Normal retirement for peace
officers is 20 years of service, however statute requires them to work an additional five
years to receive their medical benefits. This additional five years undermines the intent
of normal retirement and creates a burdensome situation for those employees who work
under the most stressful of situations daily maintaining the public’s safety.

CSHB 91 (FIN) corrects the existing benefit delay by allowing peace officers to receive
their medical benefit at their normal retirement of 20 years. This legislation will end the
additional five-year requirement beyond normal retirement.

I urge your support for this important and timely legislation.

March 8 -CSHB 91 (FIN) 23-1.50426\Q



House Changes from HB 91 to CS HB 91

The committee substitute removes the previous change to the Cost of Living
(or COLA) section of the statute. The old language read:

* Section 1. AS 39.35.480(a) is amended to read:
(a) While residing in the state, a person receiving a benefit under this
chapter who is 65 years of age or oldera[OR WHO] is receiving a
disability benefit, or has at least 20 years of credited service as a
peace officer under AS 39.35.360 and 39.35.370 is entitled to
receive a monthly cost-of-living allowance in addition to the basic
benefit. The amount of this allc vance shall be $50 or 10 percent of
the basic benefit, whichever is greater.

CS HB 91 removes Section 1 and the change located therein.
The result of this change is a lower fiscal impact.

Senate Changes from CS HB 91(FIN) to SCS CS HB 91(STA)

Section 1 was changed to say the state shall, from the general fund, pay the
employer contribution on behalf of each political subdivision or public
organization participating under the system annually.



MERCER

Human Resource Consulting

March 30,2004

Ms. Melanie Millhom

Director of Retirement Benefits
State of Alaska

Department of Administration
Division of Retirement and Benefits
P.O. Box 110203

Juneau, AK 99811-0203

Subject:

Revised HB 91

Dear Melanie:

One Unlon Squ, e

600 University Street, Suite 3200
Seattle, WA 98101-3137

206 808 8926 Fax 206 382 0627
chris.byrnes@mercer.ccm
vrww.mercerHR.com

This letter provides additional information regarding our estimates of the cost of proposed
changes to the Public Employees’ Retirement System (PERS) under HB 91. Previous
correspondence from Mercer on the cost of HB 91 can be found in our letter dated

February 27,2004. Current statute allows Tier 2 and Tier 3 peace officers and fire fighters

retiring with at least 25 years of service to not pay for any retiree medical coverage. Those with

less than 25 years of service must pay for retiree medical coverage until age 60. This letter
describes the costs associated with changing this service requirement to at least 20 years of

service instead of 25.

In previous correspondence regarding FIB 91, all actuarial assumptions associated with
developing costs were consistent with the June 30,2002 actuarial valuation. Using these
valuation assumptions resulted in 411 out of 1,961 (21%) of Tier 2 and Tier 3 members

ultimately taking advantage of this increased benefit. As we have discussed, our assumptions are
based on par. analyses of actual System experience. However, System benefit changes such as
those proposed under HB 91 may result in future experience that is different than what we’ve
seen in the past. In particular, members might retire immediately upon completion of 20 years of
service. Atyour request, we have revised our estimates to include scenarios where the percentage
of members who retire immediately to take advantage of the enhanced benefits is greater than the
current valuation assumption. Below we have shown additional costs assuming 50%, 75%, and
100% of members with 20 or more years of service retire immediately. As you can see, the 100%
scenario does not assume that all Tier 2 and Tier 3 members will ultimately be affected. This is

mainly because there are some members who will not accrue 20 years of service prior to

attaining age 60.

Marth ft Mclennan Companlrt
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Ms. Melanie Millhora
State of Alaska

A summary of pertinent costs under HB 91 are as follows:

Change in Employer Contribution Rate Due to

HB 91

- As a percent of Police/Fire payroll

- As a percent of total System payroll
Change in Unfunded Accrued Liability
Change in PERS Funded Ratio

Number of Police/Fire Active Members as of
June 30, 20u2

Number of Tier 2 and Tier 3 Members as of
June 30, 2002

Number of Members Projected to be Affected
Percent of Members Projected to be Affected

Current

Valuation
Assumptions

0.97%
0.11%
S0,000,000
(0.1%)

2,695

1,961
411
21%

50%
Retirement
Assumption

1.68%
0.19%
$11,400,000
(0.1%)

2,65r

1,961
792
40%

5% 100%
Retirement ~ Retirement
Assumption  Assumption

2.39% 3.11%
0.27% 0.35%
$14,800,000  $18,200,000
(0.1%) (0.1%)
2,695 2,695

1,961 1,961

1,174 1,555

60% 79%

We have expressed the costs associated with HB 91 in this letter as a percentage of total System
payroll and as a percentage of peace officer and firefighter payroll. However, each employer
will not be affected equally. For example, some employers may have a higher percentage of
peace officers and firefighters than the System average and therefore would be required to pay a

greater percentage of their payroll.

In estimating the cost of HB 91 we used the same methods and provisions as were used in the
June 30, 2002 actuarial valuation reports, with the exception of the eligibility for retiree medical
moverage and the retirement assumption described above. In order to effectively cost the 100%

affected member percentage, we assumed no decrements prior to attaining 20 years of service.
That is we assumed no mortality, turnover, disability, or retirement.
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March 30, 2004

Ms. Melanie Millhom
State of Alaska

Please let us know if you have any gquestions or comments.

Sincerely,

Christopher Byrnes, EA

CMB/MAG/RMR/kmp

Copy:

Bob Reynolds
Anselm Staack
Kathy Lea
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HB 91 discussion points.

HB 91 is a bill that removes the disincentive for Peace Officers to take
normal retirement.

It enjoys broad support among legislators with 23 House co-sponsors and a
33 to 3 passing vote in the House.

HB 91 is a tool that could be used to cut operational budgets by
removing the disincentive for Peace Officers to take normal retirement.

There is a $23.105 savings in base pay and leave during the first year
after a 20 year Corrections Officer 3 takes normal retirement.

There is a $26.644 savings in base pay and leave during the first year
after a 20 year Trooper takes normal retirement.

It's a policy choice - Currently the policy is to incur higher operational
costs when high cost, older, peace officers defer retirement because a
benefit is withheld unless 5 extra years are worked.

HB 91 removes the disincentive to take normal retirement, but; in no
way discourages peace officers, who still feel fit for duty, to remain
beyond normal retirement.

HB 91 represents very little risk. If a Peace Officer completes 20 years
of service and takes normal retirement the employer enjoys the above
savings. If 20 years is not completed, there is no benefit and there are
Nno new costs.

PERS is managed on the basis of equality among members.

Peace Officers qualify for retirement after 20 years of service. They are
required to pay a higher contribution into PERS than ' All Others™ who
qualify after 30 years. Their higher contribution maintains equality.

The retirement medical benefit is withheld from Peace Officers unless they
work 5 years beyond normal retirement.

HB 91 re-establishes parity among PERS members. And. Is good policy for
the State.
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PERS is managed, and rightly so, on the basis of equality among members.
Because "Peace Officers" qualify for retirement after 20 years of service
they are required to pay a higher contribution than "All Others” who qualify
after 30 years. That higher contribution maintains equality among all
members. The previous administration decided it was good policy to
withhold the medical benefit from Peace Officers unless they worked 5 years
beyond normal retirement, to influence them to defer retirement. Peace
Officers have been paying for the same benefits as all other PERS members
since day one, yet they are denied the same benefits. HB 91 corrects the
current policy which is ill conceived, unfair, and prejudicial against Peace
Officers.



The same assumptions used to determine the "number of members
impacted” for cost analysis should be made to estimate savings. If a
member has impact on the cost side (PERS) he also has impact on the
savings side (payroll). This bill cannot impact one side without
impacting the other.

HB 91 is a policy change with little or no risk. If 20 years is not
completed, there is no new benefit and the State incurs no new costs.
ITf a Peace Officer completes 20 years of service and takes normal
retirement the State enjoys payroll savings that mitigate the cost. The
current policy of withholding a less expensive benefit to influence a
Peace Officer to defer retirement and pay higher payroll costs money.

For example:

#1 - The largest number of "Peace Officers" in the state are
Correctional Officers, and most of them are C0O2s.

When a C0O2 defers retirement for 1 year it costs the state at least an
additional $18,252. This is the difference in just the base pay and
leave between a CO2 working year 21 and a CO2 working year 2.
Current policy attempts to defer retirement for 5 years with a cost of
over $18,252 per year. For a CO3 the cost is higher, $23,105 / year.
For a Trooper the cost is at least $26,644 / year, for a Sgt. the cost is
at least $32,508 / year.

During testimony in House Finance, DRB stated that the average
benefit cost would be $806/month or $9,670/year.

/ A person can get lost in the maze of "what ifs" thoughtfully produced
/ by DRB, but the facts remain. The actual benefit costs considerably
less than the actual cost of deferring retirements. And. For every
Peace Officer actually impacted there is a payroll savings mitigating
the cost. There is no guessing involved, itis a 1 to 1 ratio.

This is a policy choice. Fund the benefit or fund the greater payroll. Is
it worth the higher cost to keep peace officers beyond normal
\ retirement? Is it good policy to squeeze an extra 5 years out of them?
\ The answer is ng.



cost avoidance question

Subject: cost avoidance question
Date: Tue, 13 Apr 2004 09:00:25 -0800
From: fox <foxhouse@gci.net>
To: Josh Applebee <Josh_Applebee@ Legis.state.ak.us>

Josh and Tom,

HB 91 is a "cost avoidance” Bill The currentpolicy requires Tier 2 and 3 Peace Officers to
defer retirement to qualifyfor their medical benefit. The policy ofdeferring retirement has a
price tag.

At the hearing on HB91 in House Finance on 02/17/04 - DRB advised the average actual
cost ofthe benefit is $9,672/year.

However; when a Peace Officer defers retirement, the operational cost increase, injust base
pay and leave, is greater than the actual benefit cost.

Fora CO2 it is at least $18,252/year.
Fora CO 3 itis at least $23,105/year.
For a Trooper it is at least $26,644/yr.
For a Sergeant it is at least $32,508/yr.

Further; there are additional costs associated with: over time, workers comp, shift
differential, geo. dif, retirement contributions, etc.

Tier 2 employees will start qualifyingfor normal retirement with 20 years ofsendee in
2006. HB 91 will help avoid the impending increased costs associated with deferring their
retirements.

QUESTION (for who):

Is the administration prepared for the increased funding demands that will be coming due if
they don't pass HB 91?7

4/13/2004 9:37 AM
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At previous hearings AML and Larry Semmens of the City of Kenai testified
in opposition because of the PERS cost and under funded status.

Perhaps one reason that they are under funded is because of their long
history of low contribution rates.

When financial markets were strong and growing, perhaps it would have
been wise to maintain contribution rates to capture some of that growth.

It is unfair to place the burden of this past failed investment strategy on
current members.

The attached graph illustrates the rates paid by the city of Kenai compared to
those paid by the State of Alaska.
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There is a price tag associated with deferring retirement. These graphs show
that most Tier 1 Troopers and Correctional Officers leave at 20.

That drop will move to 25 years and significantly increase operational costs.
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It is not good policy to encourage Peace Officers to defer retirement.

It is easily understandable that the physical demands of the job are better
suited for a younger work force.

The attached graph helps illustrate this point.



Alaska PERS Disability Rates

mPollce/Fire Rate ®m Other PERS Members Rate

William M Mercer Incorporated Public Emplyees Retirement System Analysis of Actuarial Assumptions 10/23/2000



PERS is managed on the basis of equality among all members.
Peace Officers" pay a higher contribution to maintain that equality.

The current policy is to withhold the medical benefit from Peace Officers
unless they work 5 years beyond normal retirement.

Peace Officers pay equal to all other members, yet they are denied equal
benefits.

HB 91 corrects this unfair and prejudicial policy.



PERS is managed, and rightly so, on the basis of equality among members.
Because "Peace Officers" qualify for retirement after 20 years of service
they are required to p«y a higher contribution than "All Others" who qualify
after 30 years. That higher contribution maintains equality among all
members. The previous administration decided it was good policy to
withhold the medical benefit from Peace Officers unless they worked 5 years
beyond normal retirement, to influence them to defer retirement. Peace
Officers have been paving for the same benefits as all other PERS members
since dav one, yet they are denied the same benefits. HB 91 corrects the
current policy which is ill conceived, unfair, and prejudicial against Peace
Officers.



HB 91 is a "cost avoidanc Bill.

The currentpolicy requires Tier 2 and 3 Peace Officers to defer retirement
to qualifyfor their medical benefit. The currentpolicy ofdeferring
retirement has a price tag.

When a Peace Officer defers retirement, the operational cost increase is
greater than the actual benefit cost.

Tier 2 employees will start qualifyingfor normal retirement with 20 years of
service in 2006. HB 91 will help avoid the impending increased costs
associated with deferring their retirements.



HB 91 is a "costavoidance" Bill. The currentpolicy requires Tier 2 and 3
Peace Officers to defer retirement to qualifyfor their medical benefit. The
policy ofdeferring retirement has aprice tag.

At the hearing on HB91 in House Finance on 02117104 - DRB advised the
average actual cost of the benefit is $9,672/year.

However, when a Peace Officer defers retirement, the operational cost
Increase, injust base pay and leave, is greater than the actual benefit cost.

Fora CO02 itis at least $18,252/year.
Fora CO 3 itis at least $23,105/year.
For a Trooper itis at least $26,644/yr.
For a Sergeant it is at least $32.508/yr.

Further; there are additional costs associated with: over time, workers
comp, shift differential, geo. difi, retirement contributions, etc.

Tier 2 employees will start qualifyingfor normal retirement with 20 years of
service in 2006. HB 91 will help avoid the impending increased costs
associated with deferring their retirements.



Reference: Sec. 39.35.535. Medical benefits.

Question: Is the current practice of withholding a retirement
benefit for 5 years, from Peace Officer members of PERS, a
violation of the Equal Protection Clause?

PERS is managed on the basis of equality among members. Because "Peace
Officers" qualify for retirement after 20 years of service they are required to
pay a higher contribution into PERS than "All Others" who qualify after 30
years. That higher contribution isjustified to maintain equality among PERS
members. Previous legislation (HB 242 in 2001) changed AS 39.35.535, in
part, by withholding the medical benefit from Peace Officers unless they
worked 5 years beyond normal retirement. All other changes affected all
PERS members equally and the fiscal note referred equally to all PERS
employers. No contribution rate reduction corresponding to the benefit being
withheld was applied to Peace Officers or their employers. Peace Officers
and their employers have been paying equally, for the same benefits as all
other PERS members, yet a benefit is withheld.

EQUAL PROTECTION CLAUSE - Portion of the Fourteenth
Amendment to the U.S. Constitution that prohibits
discrimination by state government institutions. The clause
grants all people "equal protection of the laws/' which means
that the states must apply the law equally and cannot give
preference to one person or class of persons over another.



Public Safety Employees Association, Inc.
“Representing Alaskas Finest”

Senator Seekins, 4/20/04

During our last meeting you requested some “real” numbers that would
illustrate the fact that there is a cost increase associated with deferring
retirements. To answer that request | searched out the following information.

Previously we used the pay and leave scales to illustrate the potential costs
of deferring retirement, (see last 2 pages). For this discussion | found the
actual cost for actual officers who actually retired to compare to the cost of
the actual officers who replaced them. Note: In some instances the specific
entry level officer was impossible to identify so | used pay scale for an entry
level officer in the same facility or assignment.

In the previous comparison we only used base salary and leave accrual. In
this comparison we used all employer costs including leave used and cashed
in. We did_not use leave accrual, which is a significant cost increase with
older officers. We did not use it in this discussion because it is an accrual
and not an actual cost until it is used or cashed in.

In the Sgt. row year 21 and 22 costs are underlined to highlight that they
were paid. That Sgt. deferred retirement for 2 years.

The cost listed for the first year medical benefit is the current actual average
cost. Years 2 through 5 include an estimated 10% annual cost increase.

Note: In 2001 the deferred retirement costs were not addressed in the fiscal
note for the Bill (HB242) that created the current policy.

Sincerely, Mike Fox, PSEA cell 223-0605 or 790-4970.

cc Senate Labor and Commerce
Senator Bunde

Senator Davis

Senator French

Senator G. Stevens

4300 Uoniface Parkway, Suite 116, Anchorage, Alaska 99504
Phone (907) 337-1979 FAX(907) 337-1753 E-Mail psea@psca.net
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Costs associated with deferring normal retirement. The actual values
are from fiscal year ‘03 (the year prior to these retirements). The
values include all salary, premium pay, employer costs for SBS,
Retirement, Ul, health insurance, Medicare, other charges
accumulated in the HR Indicative and leave used. (Not leave accrued).
The replacement's value estimates consider that they copy the exact
same schedule, in all aspects, as the officer they replaced.

#1 - A 20 year CO Il retired on 12/03. His last actual annual cost to the state
was $73.629. The cost for thelyear CO Il replacement is $51,975. The cost
avoided = $21,654.

#2 - A 20 year Trooper in a bush assignment retired on 08/03. His last actual
annual cost to the state was $133.911. A 2 year Trooper replaced the retired
Trooper and will cost $103,498. The cost avoided = $30,413.

#3 - A 22 year Trooper Sgt. retired on 1/04. His last actual annual cost to
the state was - $111.867. A 10 year Trooper was promoted for replacement
and will cost $93,061. The cost avoided in the first step is $18,806.

The promoted 10 year Trooper’s last actual annual cost was $100.568. A 1
year Trooper replaced the promoted Trooper and will cost $77,727. The cost
avoided in the second step = $22,841. The total cost avoided during the first
year after the Sgt. retired was $41,647.

The estimated cost to recruit and train (Trooper $91,463, CO $18,273) is not
eliminated with deferred retirements, it is only deferred. Row 1 illustrates
normal retirement and medical benefit cost. Rows 2,3,4 illustrate deferred
retirement and payroll increase for the examples described above.

year 20 21 22 23 24 25
Recruit $91,463 Benefit $10,639 $11,702 $12,872 $14,195
+train $18,273 $9,672__

CO 11 Deferral $21,654 $21,654 $21,654 $21,654 $21,654
cost $18,273
Trooper Deferral $30,413 $30,413 $30,413 $30,413 $30,413
cost $91,463
Sgt. Deferral $41,647 $41,647 $41,647 $41,647 $41,647
cost $91,463

Total for 5 years: Benefit cost - $59,044, - Including 10%/yr Increase
Retirement deferral cost- CO Il $108,270, Trp $152,065, Sgt $208,235



Appendix

Trooper
Savinas (in base pav and leave) after a 20 year Trooper takes normal

retirement

Cost for a 20 year TrOOP e e iiieeeeeeeiiieee e $83,418
Cost for a L year TrOOP el i $56,774
Savings during the first year after retirement--------------- *26.644
Savings during the second year........ccccoccveeniieeennne $24,515
Savings during the third year.......ccccooevviviiieecceeennen. $22,306
Savings during the fourth year.........ccoocooviiiniii e, $20,014

Savings during the fifth year---------------  ee———— $17,636

Total savings from a 20 vs 25 year retirement *111.115

There are 250 Troopers effected by Hr 11. If half of them (125) make it to
normal retirement and retire with 20 years service instead of 25, the State
would save $13,889,375.

Troppsr SfiQ ifiani

Savinas in (base pav and leave) during the first year after a 20 year
Trooper Sot, takes normal retirement, (on average, Sergeants have 8 years
ofservice at the time oftheir promotion)

Cost for a 20 year Trooper Sgt....ccoeceiciiiiiiiiiirieieeeeeee e, $92,026
Cost for an 8 year Trooper Sgt. is............. TR $75,032
SAVINGS i e ———— eI $16.994
Cost for an 8 year TroOPer iS...ccccceeeeeeeeeii e $72,288
Cost for a 1 year Trooper is ---$56,774
S ¥: V7T o 1 TR $15.514
Total savings during the first year after retirement *32.508

Note: There are 37 Sergeants effected by HB91. They represent the potential
for $1,202,796 in savings when considering just the first year following
their retirement.

Correctional Officer 2
Savings fin base pav and leavej during the first year after a 20 year
Correctional Officer 2 takes normal retirement

Cost for a 20 year C02....... e e e e e — $60,853
Costfora lyear CO2 ..o $42,601
Total savings during the first year after retirement *18.252



Correctional Officer™

Savinas (in base pav and leaved during the first year after a 20 year
Correctional Officer 3 takes normal retirement, (average years ofservice
when CO03s are promoted is unknown; 8 years was used)

Costfor a 20 year CO3 ...t et e $67,442
Cost for an 8 year C03............. e ——————— $55,381
SavingS..cccceceeeiieenns e $12,061
Cost for an 8 year C02 ---------------- e ——— $53,645
Cost for a 1 year C 02 -----------=----mmeemoemo $42,601
SaAVINGS..uiiiiieiiiee e eeee—— e —— $11,044
Total savings during the first year after retirement---------- *23.105

Training Cost Discussion

Estimated costs to hire and train a new Correctional Officer, $18,273
during 6 weeks, Trooper $91,463 during 33 weeks. Some applicants are
APSC certified and require less or no training. Example; HB242 hires.

It is not valid to consider hiring and training as new costs when
associated with normal retirement. That investment is returned over time,
during the 20 years of service required to earn a normal retirement.

Public Safety has been unable to determine the average length of a
Trooper's career, however; seniority lists indicate that less than half
complete 20 years of service. On average, DPS may reasonably expect to
receive approximately 10 years of service from their investment in hiring and
training. DOC estimates an annual CO turnover rate of approximately 10%.

The argument that deferring retirement from 20 to 25 years saves
training costs is flawed. The operating budget savings are greater than the
costs to hire and train new officers. Example; It costs more to defer a
Correctional Officers retirement for one year than it does to hire and train a
new officer.

References: DPS and DOC 2003 seniority lists and wage schedules.

PSEA - Juneau contact Mike Fox, 790-4970,223-0605 cell
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March 1,2004

Representative Tom Anderson
Alaska House of Representatives
Juneau, AK 99811

Dear Representative Anderson:

It has come to my attention that concerns have been raised regarding the impact of HB 91
on the Municipality of Anchorage,

Based on the review of this legislation by our public safety and employee benefits staffs,
I believe ITB 91 will nut adversely affect our employees, our finances or our ability to
provide excellent public safety services to our community.

Please lei me know if you need more information from the Municipality on this
legislation.

Sincerely,

M arket
Mayor

Community, Security, Prosperity



Public“Safety Employees A’sso_ciati,c’)n, Inc.
Representing Alaska's Finest

February 14, 2003

Representative Tom Anderson
House District 19
State Capitol, Rm. 432
Juneau, AK 99801

Ref; House Bill 91

Dear Representative Anderson, ..vc-

I wanted to take this opportunity tp.personally thankypt* for introducing House

Bill 91, regarding t"e-. TJie Public Safety
Employees Association'is a sfetewd”r~h ,~t” -jrepresenting over 1,300
Police Officers, Court Service Clffioers, CorrecfiM™ State Troopers,

Fish and Wildlife 'troopers™ Fre \ Marshals™ and? other laWw enforcement
professionals. This bill is especially; imppftant to atir merihbers aa.it would affect
the vast majority;# them.;'~ e -

. S »uX [.I:* [ |

If enacted into faw, this legislation Would assist state arid municipal agendas with
recruitment and retention of qualified pisrsorfoel “pciace officer positions.
Staffing these agpnciesWiih tp fA iU i prpfiasslbi®ls is a™must dp* for state and
local Govemm~tiafcMn addHidhdby hf~.am d”.in”~nance benefit available
at ‘normal’ retirentfent cfil™ose' to. pursue a new
career will be mojeriikely to rema” in pubfic service as; ‘“Peace Officers’. This

will help reduce turnover.and hold refitm ent and training costadpwn>

, “f.> ) vV
Thank you again for your support of our State’s peace officers. Please feel free
to contact me with any questions. 1 o>
. *<
Sincerely,

‘Joe D’Amico
Business Manager

4300 Boniface Parkway, Suite 116, Anchorage, Alaska 99504
Phone (907) 337-1979 FAX(907) 337-1753 E-Mail psea@ psca.net
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State of Alaska

Public Employees’ Retirement Board

Juneau, &? 5 §<ﬁ18§8§
g

Retirement Board
Ptf WcQuiften, Chair February 26,2003

Ctariea Borx Vie* Chair
PmkNanxch

Don Hoover

B «ta Kred

Joe D’Amico

Business Manager

Public Safety Employees’ Association
4300 Boniface Parkway, Ste 116
Anchorage, AK 99504

Board Attorney
Rab'rtM .JohoNn

PERS Administrator
and Board Secretary
Q«yB<B

Internet

E-Mail

PBUJkard@admhiJiUa-ik.ta RE: HB 91 (peace officer legislation)

Dear Mr. D ’Amico:

Inits meeting on February 25,2003, the Public Employees’ Retirement Board considered,
as | had previously told you it would, HB 91 legislation relating to benefits for retired
police officers. | assume you have seen the fiscal note attached to the proposed legislation.

By a majority vote (Vice Chair Borg, member Hoover, and myself), tne Board resolved to
support the bill. In these troubled times, measures which encourage retention of senior
peace officers are very desirable, particularly to undertake the ever-increasing
responsibilities required for Homeland security. HB 91 is an excellent effort in this regard
and the cost to the system over time is not excessive.

By copy of this letter to sponsoring Representative Anderson and the administration, the
Board urges passage of this bill.

cc:  Mike Miller, Commissioner
Department of Administration

Guy Bell, Director
Division of Retirement and Benefits

'/Representative Tom Anderson
Alaska State Legislature
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Representative Tom Anderson
State Capital Buldng
Juneau, Alaska we<M

April 3,2003

Dear Representative Anderson;

On behalf ofthe men and women ofthe Anchorage Police Department Employees Association,
please consider this as a strong endorsement of HB 91. HB 91 is designed to bring the retirement
benefits accorded Alaska’s puMc safety officers In Hhewith ths benefits existing mthe public
safety retirement plans of other states.

Alaska’s public safety agendas era approaching crisis mode In terms of recruitment and
retention. Increasingly, qualified appOawrta are eithar simply not applying to work in Alaska or, tf
they apply, are remcviny, themectves from elgibstty farts before they are hired. The refrain from
these individuals has become al too famMlIar-the wagee, and particularly the retirement benefits,
available elsewhere are too attractive to tum down. With a large number of California polce
agencies now offering a ""3.0% at 50 retirement plan, the problem is only Italy to getworse.

As daunting ae the problem of recruitment Is, public agendas art fadng Justas serious a problem
In retaining experienced employees. Only a shorttime ago, law enforcementand fire protection
were treated as camara by employees. tiwasexlraordlnaty to see an Individual become a poloe
officer or firefighter with one agency and not retire from that agency. Without question, this Is no
longer the case. In Anchorage, for example, we have hi the last fitw years seen many police
employees voluntarily leaving employment before retirement often to take law enforcement Jobs
in the lower 49.

Itb dearwe need greater financial incentives to attract and retain the most qualified Individuals
aa public w/ety employees. HB 91 Is a s’'gntficant step in that direction.

3incareiy,

SGTRobHeun
President
APDEA



01:00a  FrorJEMMINMMAHI | OWLP.C. Mfl PRR hUt

ANCHORAGE FIRE FIGHTERS UNION

LOCAL 1264
INTBtNATHm ASSRCIATION OF RRE FIGHTERS
a-00

1200 E76TH #1227
;SNCHORASE ALASKA99S1A

February 18,2003

T rage Firefighters Union. |AFF Loc | 1264, would like to endorse
gﬁsoénfa%gm as Int Uced on February 1 %803 by epresentat?ves

6am
Our cIUn|o ere en
Calre De rt ent

ort staff t [;e E ncho
gBrt ent rov| Ire Protec o Mergenc a% Car muItT;%

nIC RE‘SCUG t0 the ‘entire Munici ncho e g
l‘@? our Union not onl WOFktO protect o rcﬁ% ebralse ourh lies an
e eni(are aole 1o retire

400 Firelighters, Dispatchers, and
e

ta oundan ns heroo %arstR OmC,
Vears o s allen |n t requires a
tremen s amounto men ey rners
ro rest of thelr

tnew chrnnm me ems tem ort
thqut ss, the Fire te Fse sc 00Se.fo do t ewor

erfor
T ene"nﬁafn R
%eern/elf(tes {% baeCIrQ/%llabFee Eloot Se %”8 ?s? aEet eg t‘?rrl]eg ret|rement

s nee
Please give your full su pr of House EI" 91 an How he men an
Women prote ur commurli es much they are v an represente

{
nJunedu. Thank You for your continued sup eration ndwe 0o
onnarg ) return|n§ fo jun au soon o meetnﬂ%nh Legnqature ontf matter,

Sincerely,

Brian Reed, President
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The Honorable Tom Anderson, Chairman
House Labor & Commerce Committee
State Capital, Room 432

Juneau, Alaska 99801-1182

February 20,2003

Dear Representative Anderson:

| am writing to you In support of Houaa B8 No. 91, an acr relating to a cost-of-IMng aHowanoe
and medical benefits for retired peace officers after 20 years ofcredited service.

The passage of this Btt wH provide an Incentive that | and many other Chiefs might be abte to
use to attract qualified appRrents to overwhelming numbe'of vacancies in law enforcement
agendee throughoutour great State. If passed, this legislation wMatoo aids our efforts to retain those
officers wtoure considering leaving our departments to pursue employment elsewhere.

Your strong CUppOf'[ and passing of HB No. 91 wi sews aaan ~nmatikento the menand

women of the Alaskan Law Enforcement Community that you recognize our service and commitment to
protect our great State.

Resp

Cha.)
Chief of Police
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May 4,2004

Senate Finance Committee

HB 91

| am Larry Semmens, the finance director for the City of Kenai and | am requesting that you
do not pass HB 91 out of committee.

This bill is simply too expensive. It will cost the State and the Municipal employers $5.5
million per year if 79% of the eligible members choose to retire after 20 years of service.
At Kenai the percentage will be higher than 79%, so our costs will be higher than average.

The contention that this bill will save money by retiring police and fire personnel early before
they fall apart physically or mentally seems pretty unlikely. Most of them will retire and go to
work for someone else in a similar line of work. They already have the ability to retire with
full medical benefits after 25 years of service, which is an incredibly rich retirement program
that was put in place in 2001.

The PERS is underfunded by around $5 billion. HB 91 will increase that liability. The State
and Municipal members of PERS will have to pay this liability over the next 25 years.

The City of Kenai rate this year is 3.67% and it is projected to increase to around 25% over
the next five years. That is a 600% increase in the PERS contribution and over $1 million in
additional annual contribution. That will be very difficult to fund!

How you can even consider increasing PERS benefits for this select group of people is beyond
comprehension in these financially difficult times.

Please take the emotion out of this and recognize ibgt the existing retirement plan is more than
adequate. Most of these people were hired when there were no medical benefits until age 60.

In 2001 medical benefits were added for those with 25 years of service. If you improve benefits
again, where will it stop?

Sincerely

Larry Semmens, CPA



SENATE COMMITTEE REPORT

DATE: 04/02/04 FURTHER: ( Finance

DATE TURNED
IN TO OFFICE:

Labor and Commerce Committee considered CS FOR HOUSE BILL NO. 91 (FiN)
HB 91 RETIRED PEACE OFFICER'S MEDICAL BENEFITS

"An Act relating to medical benefits for retired peace officers after 20 years of credited service."

and recommends: Senate Bill:
[ 1 Same Title
[ ] bereplaced with CS (_ i [ ] New Title
pxQ adopt previous _ S cs CS Al (-STA -) House Bill:
[U'Same Title
[ ] attached nmendment(s) [ 1 Technical Title
Change
[ 1 adopt Letter of Intent by Committee [ 1 New Title w/
SCR#
[ 1 further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Indet. Zero FN#

[ 1 APPROPRIATION - no fiscal note



SENATE COMMITTEE REPOFTI

DATE: 3/5/04 FURTHER: (“Labor and Commerce®)
"Finance

DATE TURNED

IN TO OFFICE: W
State Affairs Committee considered CS FOR HOUSE BILL NO. 91 (FIN)
HB 91 RETIRED PEACE OFF.COLA/MEDICAL BENEFITS
"An Act relating to medical benefits for retired peace officers after 20 years of credited service."
and recommends: Senate Bill:
_ [ ] Same Title
[V] be replaced with CS [ ] New Title
[ ] adopt previous__ (o1 ( ) House Bill:
[(NJ//Same Title
[ ] attached amendment(s) [ 1 Technical Title
Change
[ 1 adopt Letter of Intent by Committee [ ] New Title w/
SCR#
[ 1 further referralto Committee

PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Zero Indet. FN#

[ 1 APPROPRIATION - no fiscal note



SENATE FINANCE COMMITTEE

SIGN-IN

HB 91-RETIRED PEACE OFFICER'S MEDICAL BENEFITS

NAME: Subject/Bill No: A
Co./Dept./Title: — non Phone: — —/ 9 >
Address:. QO [2#%]<: ___ Zip:

Do you wish to testify?P"Y es No X Respond To Questions

NAME: Subject/Bill No: n
Co./Dept./Title: -/~ e Phone: —¢T?—33 -z/ !> ?}—
Address:

Do you wish to testify?/E*\Yes No N Respond To Questions

NP\ | S DMIPW ] Subject/Bill No: o J E—
Co./Dcpl./Tille: ] Phone: tfefl

Address- P-Q. 6>gy W b (SIQAoxsyQ J t\LAM)A wwtrb ' Zip- N JS~V?

Do you wish to testify?X Yes No 2" Respond To Questions

NAME: 7 Subject/Bill No: ~ » |

Co./Dept./Title: - P i. N e (Y'~.L Phone; 90~7 - 5 -QCetll
JiyK ienkxS

Address: 5~ AC-AMU/AtTAc- [ |/ Zip: % P<9/

Do you wish to testify?V Yes No A Respond To Qucstie

SFC-04 -1- 5/08/04

HB 91





