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Nole: Amounts do not include inflation unless otherwise noted below.
O P E R A T IN G  E X P E N D ITU R E S FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Peisonal Services 214.5 214.5 214 .5 2 1 4 .5 214.5 214.5
Travel
Contractual
Supplies
Equipm ent
Land & Structures
Grants & Claims
Miscellaneous

T O TA L  O P E R A TIN G 214.5 214.5 214.5 214 .5 214.5 214.5

I C A P IT A L  E X P E N D ITU R E S I

[C H A N G E  IN R E V E N U E S  ( ) I I

F U N D  S O U R C E (Thousands of Dollars)
1(102 Federal Receipts
1003 C.F M itch
100-1 GF 0 0

1005 G F/P roym m  Receipts
1017 Benefit System s (S B S /D C ) 0.0
IA fiurn Alaska Rf.'irernf.-nl t/riyninl Qo.ird 2 M .5 21-1.5 21-1.5 2 1 4 .5 21-1.5 214.5

T O TA L 214.5 214.5 214.5 2 14 .5 214.5 214.5

E s tim ate  o l any curren t year (F Y 20 0 5 ) cost: Of)
M ark th is  box (X ) if fundinn  for th is  bill is inc lu ded  in the  G overnor's  FY 2006 b ud get p roposal: 1 !

P O S IT IO N S
F ulMim-- 3 3 3 3 J. 3

F a r  : m e
r*:v.;.'ym r4
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SB 141

SB  14 1 creak's a new 0 m em ber A laska Retirem ent M anagem ent ( A R M ) R oaril and replaces the current S 
m em ber A laska Slate I'ensiim  Investm ent Board (A S l ’ IB ) staffed by the T reasury F )i\ ision. It also creates a 

defined  contribution plan w ith  em ployee and em ployer eontriln itions, a separate defined  benefit health fund 

and a health ea ie  reimbursement trust. Funds curier.tly budgeted under the A S P IB  w ill be transferred to the 

n eu  board. A  sum m ary o f  the fiscal notes follows.

Sunmiary BB'Fiscal Notes FY06 FY07 FY0S rv o o FYIO 1 VI 1
1 leSury 1 )ivision fiscal note /M 214.5 214.5 2! 4.5 214.5 214.5 214.5
Alaska Stale Pension Inusimcnt 
Board fiscal note S'2

I -4. 144.4
1

-4. 144,4 -4, 144.4 -4. 144.4 -4,144.4 -4.144.4
ARM Board fiscal note -‘3 4.734.f> 4.410.0 4.410.6 4.410.6 4,410.6 4.410.6
AShlll ( usiod;. am! Mauimcmeiil 
1 ecs local nolc ?<4 -3l.nl 3.6 -31.013 0 -31.01 3.6 -31 .‘11.3.0 -31.013.0 -3!.o ! 3.6
3 liM lio.ad Custody and 
Mniijpcincnl Fees fiscal Hole AS i ! ni.Vf, 31 .u I 3.6 31.01? I 31.013.0 <1,013.0 31.013 6
loinl SO 1.7 4X0.7 4.S0.7 ■IMI.7 a SO.7 4S0.7
Back o il  1A beiueen the iwo
c wnpi mk ills 1 -214.5 -214.5

2(.o,2
-214.5 -214.5 -214.5 -214.5

i .SP.24I 1 nlnl i n in-in ell 1 ill i ods 500.2 2(>0.2 2oo.2 200.2 266.2

N it  ) (. doenliy IiM 'u  mi the i lea-ars I m  Men's |>er.><>11.11 sen ices eo-flj are iiieludeJ in ilie I le.iMiry I Iivm iiii
n 'm pi'iieni under p. w t k ] kit . ices I Ik  -e in. rvEentnl e*(sts are itK hided m the new \ K «  lunlcet ta> in the pmu 
.\>P IP , budget as a .<mir;MH*n: e \p .-iM  I. '■amply addinf the tu t1 budcvts um ild dmibre tefmnl this amount.

I he to llo u m ;' table shows llie breakilow n o! mcreilfCKtal cost? by budget eateem y Follovvmy ,.re discussed 

tiie .issur.iptii'iiK we have m a d e la id  how  these li>lal costs h.'ftc been allocated between liscnl note I am! 3.

1 Y06 1 Y07 1 YDS FY 00 FYIO 1 Y l l

1 c k,, i i ,i | Sei f ices 214.5 214.5 214.5 214.5 214.5 214.5

1 rn \e l 23.o 12.0 12.0 12.0 12.0 12.0

t 'tiim aer.ia l 3 I  3 3o 2 -0 2 50.2 30.2 3o .2

Supplies 14.s .5 .5 5 5 5

S III4  1 1 n la l in c rem en ta l ends 50(1.2 2oo.2 200.2 206.2 266.2 200.2

\ kk inijiiioii.K

I c l lo u  im : a ie  the assum ptions  used m a n  i \  m e at the estim a te  o f  I he in c le m e n t <1 cos is  o ! S m I 11

i \  t ie i\ i le lln e d  c o n tiib a tio n  j <l.ni u ill have a s im ila r iin m b e i a m i typ e  o l o p tio n s  as ihe  e u n e n l S u pp lem en t 

I le i .e t iw  5 }  stem . A l l  o p tions w o u ld  be n \ .n !..b !e  on day one o f  the  m u  p la n . A  plan sum lu ; to  S B '' u ill 

le  • :l] m the h oe  o l a p p io v .m n tL ly  Q turm.i-.'cr.s .m d the e .tab lis lm ie tli ot o \c i  0 )  a d d itio n a l s .ifekcep itte  

a . founts at the n :  .tod ia l bank and i.ited  S e ts M iiln m  le e o u ls .

J. liiv .c  ;> a need lo add 2 additional juofessio ial and I addition.:! technical sta ll lo include a Sh.te
1 usi stment f i l l  fiN  II  ail Accoiii;:..;ii IV  and .m .'iKom ilif!;.' I Lvhm efan I I I .  I lie tot.a cod  included n tl;e
I ihcnf notes pe: yeai H  these sialt is S 2I ! >.

a. It im lm e  l<u one es lia  bo.ud ineeiiii}* m llw  liis i \e .u  to rt ile  lieu board to inW nilJe and ie c u \e  sla il-up  . , 
iia iiu iip  as u e ll as lundiiip to le lfe . 1 1 nddit'o iin l bonid M em ber tiave lm t' (eu n en l budyel in c lu d e . S e . \ id iim  
m em b er;).

Pape J ol



SB  M l

-  Tne  cost:; of aw n pu te 's. B i'lice t.‘(.|iii|iintrrit ami ijflicc  space ry -o n lie u ra liu i; is included in year one for the 

new s ta lf In nil years liinJin*! >. mcludcd for ir;intTii|. im ts liiie n i S M Iw aru  subscriptions (M loom hci t.’.
’i icIJboo};. SAil* and M o o d y 's  ratine sciviccs) and m isce llaneous supplies lo r new sla in

5. in \e a r  one. the cost for llie  external consullaul to assist llie  hoard in sc lccliny h new Wanayjers. The  

iw u .n l  eonlrael cost lo r m anaeer searches is S3<U) per search.

(i. I tie costs o! an H e m a l  consultant to calculate peiiorm ancc ol the funds quarterly . ( osts are expected to 

he S o 'U 1 year hascd on the current contract

7. in I YZOUfi (M o cover tiic costs o f  an independent audit ic \ ic u  o f  the perform ance consultant, it ip a 

requirem ent in SB I •! I that tliis e o |n a c h *l he audited. W e expect that audit to o tc u r every J  to 5 years after 
llie  iiiili.il audit ftv iP w

S. ; l ie u  is a S-to.O reduction in current costs nofocinled nnI i I i the election o f  m cm heis as the new hoard w ill 
he appointed by the jro \ crnor.

I l e a s u i y  Dixision fiscal n o t e ‘/ I

I i.e i icastiry I M b u m 's  tiseni note include • S3 M .5 each \e a : I of persona! services. There are economies o f  
.Wale m m at* ei*T  m \ e-Bients. I low ewer, the new lands v iealc»i hy Senate H ill I •! I would require 
e . ’i;siits;.ih!c additional u  •poiisiiulities. It the numiiei ol'opiiornj paralleled l i e  cxfftiiie  ^HS I 'I on. that 
.eo jld  translate to | t  m  x ni.in.ipc! .icTlfcio! '•! new custodial acfi^yhs anil J new seis o fm onlldy linaneial 
..ateinxiits w i;i, annual audit icquuemetils. i i.e I tJQ.itimeni ol ixexcmic em reiilly  in.inapes a lame iiumhei ol 
ti n .! with a limited u m  .liticr.t ami b.wk o lluc.sta ll In order to prudently itieel tl e prospective dt iiRuds o f 
Semite Hill M l .  I rca-tiir. would need to hire a:: additional lUNCstnieiit stall and 3 middle hnel o liice stall.

Back m o u ld

I ’rudem .aui p io d u c ti\c  g f t iay ca ic iij o l investments i>,i resoinec intensive proves1: M .a u m n y  a inA le tn  
p o i:fo lio  is a ho lad responsibility w Inch requ ire . v y m  Heard E p e n is v  ami Inph attention !<■ detail

In earn, a! man.menn n! icsp.mM H i e *  im aide desienme investment policy cuulelim-'. view lop ■ v .isioi 
all e .n  ms eonduclinr iir.v .flieu! ii’.an.ipcJ Jeaiehes. pe.TopinrV n o t s lm cp  n.anapei iku  d ilipem  

• c y  •tiaiiup .iiul voniiaetuiv w iih p:* spu u \e  mai a;'e:s m.iiumn:: ;:n o im e rit mauacer elatio. hips,
|J? Ti • i it i ::i' pet null p o n lo lio  re < ilane iiic . m ointorii.y and ex.ilu .itm p investm ent p e ilo im n m c . present) up 

u : eo n .ch in e  with o '.ei -ha I it o iyuiu .M lio ii:.. am! fo llow ing deselopaien ls in iiivc s tn ic ll re sc a le ! luid aiia lvlu
lOi  ' Is.

In .1111i 111. 111. investm en t in .a ia c e m e ii!  iv q u u e s ( S p m lte n i i l  in te rlace  a n il hack .m d m id d le  i l iv e  h im T io n s  

in c ln d m p  la nd  ae cou n tin p  and a u d it,  ii ia ii.w u ii c iis tudv and h io h c ra i’ e ic ia lio iis h tp s .  ea.sh in .a i.ip em en t 

• a. lire *  l.u tdm v .ah p n .ird iitp  . i s ' i  ls , m id  c o i i 'p h a m c  in o m lo n n p

•en ite Hdl ' 1  wouhl e re .rv lliv e ju iv a!v: 11d toai n w lam  ■ to m anage I ic I titploVcc I > lined  
i r i i i f f l ’i.'.api o on:.'... llie  I u p lo y . r Y c T i l 11 \w o u :it-.. ti l  V c d ic a l I ’lo p i.m i 1 uinl. and llie  I le.dlh  

iv, Hutu.r ei'ieii! \., i.iU!,c m ia t trust

I i.e I inp oxev I k lin e d  ( in iu h a iio n  A vxo in ’.ts w . aid hkelx ja jjf i  em ployec.-U  tt  i s j i . i ’o lj w ule lanee ol 
in estine: t o |ita its \s  a co m p m im>m. the Supplement i! Benefit-. S> Mem o ile rs  a ..He »■! *> m:;.vt ei life - 
■i\ e tunds and N par B e  as 'e l c ljss  funds lor N tot.,I I M  opi 10114 that participant*. m ay elect horn  

I kv  r f i i : 1 on the itiix ol m \c  Im cM  styles to o ile r , c .i'v liiue lot ami In lin e  uisevtm cnt nmmipeis .not 
ex .iiua tim 1 and lep o ilm p  on n o  A m e n t  111, n .i/e i pv r lo iin a m v  w o u ’d he a eo m id e iah te  onw" n -  imh ila k m e

I ’.ipe <d S



W hile I rensury ir .jy  realize leu economics from existing inveslmwtil rclatiirtphips, it is unlikely that the 
contributions in this account cun be commingled with e tine accounts. Thai means that there would be a 
coinplcicly new set o f accounts !br custodial and accounting purposes.

In e  b.mployer Vesting Accounts, the Medical Program l und. and the Health Reimbursement Arrangement 
fr js t would all likely call lor separate custom asset allocation?. A ll three would indiv idually require 

evaluation, reporting. and periodic portfolio rebalancing. They would also recpriii separate custodial and 
accounting records including m onthly linaiicial reporting and audits

I heic i.. lil.clv to be an additional com*et|uence o f the change to a deduce I contribution plan, t ’urreiilly thcie 
is a population o f participants in SBS and Deferred Compensation that monitor their accounts daily. Ilicy  
often have vjuestions whenever (here are apparent anomalies in the change in t ie  daily prices o f  the options. 
As a genera! rule, we would say that members ol a defined benefit plan are not as price sensitive, I'he new 
pi in w d! g iv tlly  iin.ii .oe the number o f  indiv idu.'sls w ho are monitoring on-line data on a daily basis This 
w ill correlate dirsvtly to an increase in the amount o f time we spend answering i|ucSions

A laska State Pension Investm ent Board fiscal note M2 
Masha Retirem ent .Manageme nt Hoard fiscal note Md

SB 141

I isc.il note «2 transfers the existing A M ’ IB biufhaJlW iBiding to the new A R M  hoaid I Ws Ilscr.il note also 
includes the A K M  board's share ft! costs expected due to the implement.at ion ol S B I4 I .

i v n C 1 y o - r 1 V O S 1 y o u ; v i t .  i v i i  i

\ s !  t i l  h u e  ;c-ic‘il I ' l U i h . a !  f i ' c . d  n o l c i-j  v 4 4 . 1 4 4 . 4 4  M l  -1 4 . : 4 4 . l 1 . 1 4 4  4 4 1 4 4 - 1

h . c r e i i K ' . - i i . i l S ' s g  I r o i n  S B l - l  1 5 u ( i  2 2 ' i i i , 2 2 M . . 2  | 2 h h , 2  ! 2 m i  2

1 it . it . . . s i s  o n  t i ' V a l  C o l e  • ' J . T . W  (i 1 4  4 1 0  (. 4  41*1 f> .) a n o w 4 4 1 0  r, 1 e, 4  i o  r.

I o ia l lust ye.u costs in fisca l n o te  in c lu d e  S I Sb 0  lo r  m a n a g e r se lec tio n : S I f l u !  lo r an  a u ilil o f  the  

(m a id 's  j ie r to rm a iu e  v .u is u lla n t | I h is aud it is a new rcciuircii'icT.l o l S l i ! 4 1. It doess jffj lia x e  to occur m  tlw 

f t ! vt ye .;!, but once done w e  w o u ld  expect it to o ccu r e v e r . \ to  5 Xcai.s ). S i 5 .0  ^ jn e ia te i i  w ith  one  

a d d itio n a l m eeting  lot i r g a ir f r in g  and  eduetitm g llie  new  hoard  m e m b e r-., am ! S .N  t) lot c o m p u te r ' and  the  

o lf ic e  sciup lot the new p o s itio n s  Ih e  .e to ta l s tu :t-up  co.Ms m e  S324.0.

f 'ir-goiup c o s t -  include inleragenc; chat clfflfl to t lie A R M  lot 11 lie eo-.j- of the 2 new position-; totaling 
S21-I s. tn.ve! for I a. .alde.iot.al ! mid num ber diie eurteat bou-d Itas I  members xci.'U> the new ho.ud with 
11 ujNMIcI i as w d  ,o ineie..'ed v.He diligence ot the new land managers and tum ing  tol the aevv stall in the 
. •. ■ '..nt ol Jfw.V® '4 s  " lor the o.'u1 mg c*-£f. * I plmacs. m 'onii.ition technology charge backs, supplier, and 
l i r a  tmeiit -.nlv'Cjiptn>:i >crv ices lor the new stall'(these include llloo iiibc ig . Yicldbook. SAP and Moodv ‘s 

d I r.idcwchl, ; A  1't <■ icdiic turn m c m rent cost as election-, w ill he chm iiiuk d; s tu n  |.L-r ye.n for ltte 
e ileidatioii of the new fund- " pcrto in .um e hv ,ai c victual coioiiltanl I liesc total on-gomg costs aie >2nf'.2

Paged of <



Slate Pension C ustody and M anagem ent Fees #4 
Alaska R etirem ent M anagem ent Hoard Fees *5

P tiP ;| note 1/4 ira E ftrs  the budgeted fundin j |>f the State Pension Custody and Management Pees to a new 
Alaska Retirement M &fiajjcm uit Hoard I ees component (fiscal note ^5) in die Department o f Revenue lor 
the new A R M  Hoard. Tit is component includes the investment management ami custody costs o f the existing 
defined benefit plan-- and w ill not be im pjeled in the foieseeahle future by SI3141. Please note that in a 
defined contribution pl.m. invest manager fees and custodian costs are deducted from the individual recounts 
daily (thiough an adjustment to the per share price o f the investments). These costs are not included in the 
Department's budget.

SB M l

I A'or> 1 V07 iyo x 1 YOV 1 Y Id 1 V I1
AslMH f uslody and Management 1 ees 
1 Wl.fl note ' 4 -31.VI.vft 3l.l»!3.ft -at.•)! 3.6 -31.‘M3.ft -31.VI An ■ 31.||3.ft
ARM Board Custody and Management 
1 ees f.se.il tiell r 5 3!.'H3.u 31. VI3.ft 3I.UIJ0 31.‘.'13.ft ft 1.413.0 31,VI 3.0
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Revenue I 2
Taxation & Treasury

Alaska Slate Pension
Sponsor
Requestor

Finance Investment Board

Expenditures/R evenues

Component No. 

(Thousands of Dollars)

19G1

Note: Amounts do not include inflation unless othervv'sc noled below.
O P E R A TIN G  E X P E N D IT U R E S FY 2006 FY 2007 FY 2000 FY 2009 FY 2010 FY 2011

Personal Services
Travel (1 2 7 0 ) (127.0) 1127.9) (12 7 .9 ) (127 .9) (127 9)

Contractual (a .P 9fi.5 j (3.090 .5 ) (3.8911.5) (3 ,0 9 0 .5 ) CLBOG.l) (3 .800 .5 )

Supplies ( 1 . 0 ) (50.0) (5 0 .0 ) (50 .0 ) (50.0) 150 0)

Equipment (70 .0 ) (70.0) (70 .0 ) (70 .0 ) (70.0) (70.9)

I arc* f> Structure'.
Grants .< Claims
t.'mcellrmeous

TO T A L  O P E R A TIN G (■1.144.4) (4,144.4) (4 .144 .4 ) (4 ,144 .4 ) (4 ,144 .4) (4,144.4)

F U N D  S O U R C E (Ttiuus.m ds of P o l Inrs >
102 9  f'E R S  Retirement 
1034 Teachers Re'irem ent 
1042 Judicial R e lin  m ert 
10 15 M l  cninl G ua 'd  Retirement 
1 0 1 ~ L’ one'its System s (S P S iD C ) 
O ’.fmr (Sr'i'Cif. 1 •: i—Co eui

(2 .553  5,i (2 .553 .5) '2  553  b| (2.553.51 12.559 51 (2 .553 .5)
(1 .277 .3 ) (1.277 .3) 11.277.3) (1 .2 7 7 .3 ) (1 277.3) (1.277 .3)

(31 .6 ) (31.0) (31 .0 ) (31 Cl (31 G) 131.0)
(83 .U) (83.0) (33  0) (83 .0 ) (83.0) 163 01

1199 01 (103 .0 ) 1199.0) (19 9 .0 ) (199 .0 ) (190 .0)

TO TAL (4,144.4)1 (4,144.4) (4 ,144 .4 ) (4 ,1 4 4 .4 ) (4,144.4)1 (4,144.4)

0 0L sti (n.ite of any curren t year (FY 2005 ) cost:
M urk this box (X) if fund ing  for this bill is inc luded  In the G overnor's  f Y 200C b u d g e t p roposal

P O S IT IO N S
f U'l-I !!’(:
1 time 
1 i:"ipeM r\

A N A L Y S IS : |*V; . ic n m  , .r.n c  p.v/i- /IrTn

fs» B S r .h e d  • naiysiS

'I , i i i " l : . Be1’ , M,i i>r Cmnplngller
I >1. ,s III T "ciisury

'hum; 405-2352
L' ill l.imr AfJOS-JkBTPt.l

A; ; i . I ' M  Tu n  Dnnfiri. D up iily Comrnissinricr 
A q cm .,

I hit. K b rW ta
Lii'l ntiiiunt nf PiATnii

I ' i :e 1 o' 5



SB 141

SB 1-11 eHatcj ;i |eu - 7 member Alar-ka Rclircmcnl Maiiuecmciil (A R M ) Board and replace* ihc current 
iitunLrr Alaska State I'cn.sion Investmenl Board (ASIM B) staffed By the Treasury Division. It also creates a 
dctincd couitibulum plan with employee and emploxer contributions, a separate delined Ivjnelit health fund 
and a health caic reimbursement trust. funds cuiiently hudeclcil tinder the A S I’IB  w ill he liansfc ira l to the 
neu hoard. A summary ol the fiscal notes follows.

Summ ary o f fisca l Notes 1 Y 0 6 1 YH7 IY O X F W J f 'Y I0 1 V I 1

Treasury Dix-isieii fiscal note M 214.5 214.5 214 5 21-4 5 214.5 21-1.5
M rokn State I ’eiisi.-n lneesiiiient 
Hoard f'neal note -J

-4 144.4 -4.1 ; J.-l -4 .144 .4 • 4 .144 4 4.144.4

i

-4.144.4

- \k .M  ho.nJ hsia! note Its 4 ,734 .n 4.4 |0 .6 4 j  |(t h 4 .4 10 .6 4 .410.6 4 .410 .6

A M ' I I l t  iistodv and M .iiiapeineni 
1 ce-- liscal lu te r-4

- '1 * 1 3 . 0 -31 ,713 6 -3 1 M 13 6 -31 .713 m -31.713  6 -51 .713 .6

A l i 'd  hoard Custody and 
MwiBt'.eiiienl fees li-eu l note -.5

'1  f. 3 1.71 M 3 1 .0 1 3 4 3 1 .713 .6 'I3 M 3 .6 51 .713.6
i ...til xn 1.7 IM I.7 ■1X0.7 •IXti 7 ■1X0.7 -1X0.7 j

B a il, on! 1 \  between (he te.o  

eoiupo neats - : i 4  5 214 5 -21 4  5 -21-1.> -214.5 -214.5

S U M  1 T o ta l in i r i  m en ta l costs 57(1.7 266.2 266.2 266.2 266.2 ;

O
lM

\ o ie  I i in i ih lk  i l ' T i  t t i l i ;  Ireasm x I) i\ is i; in '>  j 'C t -n m  m tm c c " iv - ts  aie included in the Ireasu iy n f ra m u  
c m j  oncm under p-.-r M 'lial sen I. k-4 I lio -e  incremental tests ate in Jaded  in the new A R M  Lin® .-! fen m liie pnoi 
A X i'ilJ  h n A v i a- a t .  nn u i i i. i l expense) S im p ly ts lJ fW  the iw o hiiup.et' w ou ld  tlonh le  count tln> amount

I ue I’ollowme table Ifcnws the htiukilow n ol incremeU.J costs by bu iied  cutepury. l'6jk>wiio: tile discussed 
the assumptions u e  i’.ave m.Jnc and iiou these total costs have !>ecn allocated hclucen liscal note I and 3.

1 Y OU 1 Y d ? I - Y C S 1 Y 0 7 I - ' Y I O 1 Y l l

P e l  nJ U. i l  V  . M i e s 2 1 4  s ■’ 1-1 5 2 1 - 1 5 2 1 4  s 2 1 4  5 2 1 4 . 5

. J a - . e l 2  5 S 1 2  0 1 2  f ) 1 2 . 0 1 2 . 0 1 2 . 0

I Ol • i . u t a a l ;  j *  ; t o  : 3 7  2 37.2 ■'7.2 ; a  2

^ . a p p l i e s 14 5 <; 5 . 5 s

S B I 4  1 1 (it ill i II l i e - i l l  o n  t :i I e a s t s 5 7 0 . 2 2 ( i( i . 2 260.2 266.2 260.2 2(»6.2

A ssum ption^:

f o l lo w  m e arc the a s su m p tio n s  um . i I in  u rn  v im ’ al the es tim a te  o l the  in c ic n i n i.d  costs  o l SB I 11

1 A  i is u oh lin e d  to n t i  ih iitn u i p l.a i u ill l ia \e  ;■ stmtfciP n um ber and typ e  o l o p tio n s  as the cm tent S u pp lem en t 

B e n t lits  Sv M em . A ll o p tio n s  u o u lil In  u x u il.iM e  t n d ay  one o l the new p la n . A  p lan  M im ln i to N i ls  a ill

o  - a ll in the h u e  o l u p p io M ih u lc lx  "  llitin a p i Is and the e s t.ih lish liic iit o | ox el In  .u ld lllo n .il sj^el.VcpiliL' 

accounts  ,ii the « as tod i.d  bank and assoc.atcd  a c iu ii t it i i ip  tcco ids .

2 1 l ic i t  is a t ic id  lo  add  I  a d d itio n a l p ’ o le .s io i ia l  and I a d d itio n a l Ic c h u n  al s ta ll lo  in c lu d e  a Stale  

In x c - lm c n ! ( M'l’n ei II  m i A c c o u n t.m l I Y  and an A i  co m itm p  Ic c h n te ia n  I I I .  I lie to ta l vost in c lu d ed  in  the  

fiscrtl n o te *p e r  u u i  o l these s ta ll is S2 14 5

3. I tm J n iJ  lot o ii t  e x lt it  h o a id  m e c lin ;; in the lir.st \C a i lot the live, h o ard  to  o ip a m /e  and rece ive  s tn tl-up  . 

i i .u n in u  a,, w e ll as hi n a m e  to i d l e d  I a d d itio n a l hoard  m e m h e r l ia x t  Im p  la m e n t  h m lpct inc lude.. S c \i.4 .i; ip  

t r a in  n is )

I ’np.e d ol 5



SB Ml

J, l l.c cast4 nl ei'inpjter.s. M lic c  ceHipnienl ami (d ik e  space lecoiifiiiuration is ilie!titled in year one for the 
new slal! In all years fmidiny is included for training, investment .software subscriptions (Bloomhen.’. 
N’iflelhneiV.. SA:I’ and M oody's rnlinp services) and miscellaneous supplies lor new staff.

5. In yc;.i one the cod lor the eviernnl consultant to assist the board in selecting 0 new mutineers. Hie  
cm n ut contract cost hoi inaii ieer Searches is $30.b pci search.

b. I he costs ol an external consultant to calculate pc.fomiance o f  llie funds quarterly. Costs are expected to 
be >.?O.Uvear based on the current contract.

7. In |-"f200(> $100.(1 to cover the costs o f an independent audit rev icw o! the performance consultant. It is a 
leqiiirctncnl in S U M  I that this contractor be audited. e expect that audit to occur every 4 to 5 years after 
the initial nud-t review.

S. I hen. is a $40.0 iciluetion in eunenl costs associated u ith the eleelii'ii o f  memhers as the new bi>ard wil 
he appointed by the povemor.

fn a s u ry  Division liscal note i/I

I he ! ic.isur, D iv is ion ’s 1'i.eal note uicluue.s >.214 3 each year lor peisnnal seix fees I here aie ecPnomies o!’ 
s .ale ia manaeine investmeiils I iow evci. ihe new hinds eiea'ed In  Senate B ill 141 would requite 
considerable- ad JS io i |  icspoin ah.lities. I l ’ tiie iiumher o f options Paralleled the ex sti.ua SBS I ’lan, that 
w. >uid iranslate tv> 13 new maiiapcr accounts. 3 I m w custodial accounts and ■« new sets o f  monthly financial 
tfciteineit.-v w ith aimual auoil iciiuircinciils. I lie Department o l'U cvu iiic  eiuienlly mamipes a laree number o f  
S a d . with a hm.tcd investment ami hack o llicc  staff. In orelel to prudently meet the prospective deuiamis o! 
senate Bill I I I .  I n a .u iv  wo.dd need to lure tin additional investment stall and 2 middle back flfffte  staff

B.iv kpinuml

1'iuvien: Hnd p ro d u c tiv e  man ircm cnl o l iinc-.liuciils is a ic m iu ic c  intensive pioeer.s. Man.uriiic a modern 
-ii t t lo i io  is ,i h ;o no  u  s p o iiM b il: lv  v. I . ic i i  rei|iiircs si^ndie.inl cspc-lise - a1T*l In c h  attention to  lielnTI

Investm ent l if t :  apcuie it :i«pP 'U sfb i!i'.ieJ  m c L e ic  vie sipm iip  u im  s iim -nt p o h q i y u id e lm e s . v levc lo pm e eusiom  

asset a lh \.M ;o iis . e o n d iie lin u  in v e s 'm e ii' m .un .ec i -ea ieh cs . pci Vo ium uj n o es in .eu l m .u i.ie e r due e iilipcncc. 

nee> li.s m e  ant! e • >:ilt.o tiup  w ill ,  p io s p c e to e  i u ii.ir-eis, m at .ten  it ir .v ts tiu e ii:  u i.m nec: ft.daiio iish ips, 

peifo rW iiie j p e im d i.. p o i i lo l io  ic b a L u e ii ip ,  m o m lo iin e  and e v a h t^ f i ie  in ves tm en t p c rto m ia n c c , p ie s e iilu i"  

a I i. on.m l! m e a n!i o v e is ie h l n e a S i/T itiP H H . am i fa llo w  mp deve lo p im -n ls  in mv es ln iiiu t le s e a rrli am i iii.ib  tic 

too!

In ldii!"ii, nvcM iiicnl ui.uiapemciil icqtm csa siei i l ' . .ml u .te iI.ice with k ick  aitvl fniddlc ollicc lum tious  
n. ljihap  land aevomili.i;: and audit, in.iiiueine custody ,u d biokei.iae icSH ow hips. earth manaeqmjnl 

ne-. leitdlny. '-a llp ffauiiu ; as ets. ami couiphaK&j iiiomtoiinii.

■senate B ill  1-t I v .o iild  c rc n 'c  JIn eq t :v .dea l o! lo in  new tim ds to m a tin e e  the I r tp lo y ie  I \  lined  

* o in  .n o n  A ccounts, the | u ip lo y  ei \  estinp  \e c» ants, the M e . l i .  a l 1 'io e ra m  I und .a id  the 1 Iv .J lh  

K iM n b .a  seine ni A n  inp cm en t I it.s i

I i I la | I 'v e . -  B e ll i ,  ed t o ii t i ih u t io ii  A c c o u n t*  w o u ld  like ly  o llc i  e in p h  -y ee.s a lea: m i.ilily  w id e  t.iu e i' ol 

■ r .c s ti f t  .1 o p iio n  \ s  a e o Q p a i iM 'ii. the tx u p p lo im iila l B en e fits  S ys tem  o l lc  a u w  o l'b  tarve! oi lie 

- 1s le Ie.l i t ! . am i X i p ilu le  a e! e l^ ts  Jtuuls foi a total o i M  o p tio n s  that p ,title  pants :nayr , .e leel t io m .

I kcnhiic  on the mix ol investment vy  le.. to offer, e..u hint? tor ami hum-..1 invesfuent mamu’e . .. ami 
evaluating ami icjv.ulin)’ on m u - .Intent m.in.ii'ei perlo im .im c vpffihl he a con idcuble* on-pomp Smie \ik it ;•

I’ape s nl 5
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W hile '[ reiisurtl may rcali/.e fee ccotfBmics from existing investment relationships, il is unlikely that the 
contributions in this account can be commingled with c.vislinL accounts. Thai means lliat I here would be a 
\ oir.plclely new set o f  accounts I'm custodial and accounting purposes.

1 lie liinployer \  owing Accounts, ihe Medical Program I'uml. and llie Jlealtli Rcim burBm cnt Arrangement 
I rust would all like ly  call lor separate custom asset allocations. A ll three would individually require 

evaluation, reporting. and periodic portfolio rebalancing. I hey would also require separate custodial and 
accounting record-. including m onthly financial reporting and audits.

I licie is likely to !'e an additional consequence ok the change to a delined contribution plan. Currently there 
is a population o! participants in SBS and Deferred Compensation that monitor their aeeouuts daily. They  
often have questions whenever thcic are appaient anomalies in the change in the daily prices o f the options.
\s  a general rule, we would say that members ol a defined benefit plan tire not as price sensitive. ’I he new 

plan w ill "rcath  increase the number ol individuals who are monitoring on-line data on a daily b itis . This 
w ill cuitclnlc d i r t i l y  to an incria.sc in the amount o l'lim c we spend answering questions.

A laska Stale Pension Investm ent Board fiscal note H I  

A laska R etirem ent M anagem ent Board liseal note )V3

I iseal iM c  2 Ita u s te is  the  e x is t in g  A S I‘I . |  budgeted fun d in g  to the new A R M  h o a td . III!-, fisca l note  also  

m c k id i > the A R M  ! o a id  s share o f  costs expected  due to  the in ip le tn e m a lio n  ol S B I4 I .

SB 141

1 V(<- 1 t-Y07 i VOS 1 YOU r v i f i n i l
k M ' I B i  u J vied lu u l i . iu  t is .a l  note 4 141.4 4.144 4 4.144.4 4.144 4 4.144 •! 4 14 1.1
I i k i c i i i c i i id i .. I rroi ii  '■Mi4 1 5'n<.2 j r . r .  j  ! 2r.(.,2 j 2nr>,2 2nt!.:
l . ’ tal I s t v .n  ,‘T c  il ro*ti 4.7V4 (. 4.41(1 f. •1.4 10.f) | •1.410 0 4 .4 iO n -t.-IIO.n

I ott.l tir.'t yc.,t eos'.s m fiscal note » i  include s] ftt.lt loi uTaliagei selection: S it ' >.<t tor an aui|j! ol die 
b jnrd's perl. nnauee consultant Cl Ins audit is a r.ew ivqiwVmcnt ol S H I4 I .  It does nol have to occur in tIk 
tits! y«. .n. but once done we w. aid expect il to occur every -1 to 5 sears ). ' ' I5 .lt  associated with one 
addition.d mcetm;: lor o rgaiii/im ' and educating the new hoard mem ber< and. lor computers and the
o 'ln e  .etup I >r the i.ew p fflitV n  I iu.se lol.il start up wjjts ,ue >524 0.

m i - jo m  so-.i i J u d e  In te l . i.'enev  charge ba.! to the A R M  for the Costs o f  the 5 lieu  p o s m n - .  to ta lin g  

. 2 !  1.5 ttave ! Tot t l.e  add lio r .a l b o a ts  tu e ii t iv r  i the current b> aid  li.i s m e m h e i versus tin  new board  w ith  

m em bers ) n . w e ll  as me, vascd vine d ilig e n c e  ot ihe new fun d  m a n a p e is  and t i inning1 lo i the  new s ta ll in tin 
•I e f M  Vo, i  4 \  j  tot tl.e  < w irin g  cost o f  p.hoi.es. m lo rm .il io ii  te c h n o lo g y  e lu t  cc backs, supplies  an I 

m  estm en! s ii iw c iip tio n  s e rv ie is  lo r  the tievv s ta ll (these in c lu d e  D lu o n ih c ij*  'i ic M V 'o k .  i S H . u i i l  M o iB v l  

.u n i I i.id c w e b i. a i  4n I) ■ i i d i k t i o i i  in c iu ie ii!  vo  ta s  e lec tio n s  w il l  he i l im m a le d . *>.'(*.»» p .i  .e a r  to r tile 1 

. . i lc u k .ii iv i o | the l ie "  la n d  .' p e llo im a in .e  by an . s lc in .d  con su ltan t. I licsc t. ta l o m e n in g  lo s p  a n  5>2(*h J
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Stale I'rnsio ii C ustody and M anagem ent l ees #•!
A laska R etirem ent M unntje incnt Hoard Fees #5

Fiscal note -"--I transfers the budgeted funding9 ' the Stale Pension Custody and Manaycmenl Fees to a lieu 
Alaska Retirement Management BiBtrd -ces component (liscal note £>) in the Department o!‘ Revenue for 
the new A R M  Board. This component i icludcs the investment mtmnuement and custody costs of the existing 
dc lin iSI benelll plans and w ill not be im lacted in the foreseeable future by SB Id I. Please note that in a 
delined contribution plan, invest m a n V ir  fees and custodian costs are deducted from the individual accounts 
daily (throuuh an adjustment to the per share price o f the investments). These costs are not included in the 
Department's budjiet.

SB M l

FYOft I V 07 I-VOS F Y 0 9 F Y IO I 'Y l  1

A S i’ IH  Custody and M nnneriViciil l ees 
!i>e,i! note >•»•! -3 l.u t .V n •3 1 .‘>13.6 -3 1 .9 )3  ft -3 1.913.6 -3 1 .913.ft -31.913 ft
A R M  Beaiu < uMody and M anagem ent 
1 ee? li's.al note ~5 t l .u i . i  f, 3 1 .0 1 3 .ft | l .9 ? T . f t 31.91 J 6 3 1 .9 l.V o 31.913. ft
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R evenue U3
Taxation & Treasury

Alaska Retirement Managem ent
Board

Expenditures/R evenues  
Note. Amounts do not include inflation unless otherwise noted below

Component No. 

(Thousands of Dollars)

A N A LY S IS : (Au.i .h o por.l.'c [  < ;v  i? nou ■ I
5 t ■: JHafcfied . nalyr.is

( K  p.iiud I * 
Uivis.on
Approved 11y 
Agj ni:y

O P E R A TIN G  E X P E N D ITU R E S FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 214.5 2 1 4 .5 214.5 2 1 4 .5 214 .5 214.5

Travel 22.0 12.0 12 0 12.0 12.0 12.0
Contractual 4.484 7 ■1.163.6 4 183.G 4 .I8 3 .G 4.1G3.G 4 .I8 3 .6
Silfplit-S 14 5 0.5 0 .5 0.5 0.5 0.5
Equipment
Land 7. Structures
G r.mts f. Groms
Miscellaneous

TO T A L  O P E R A TIN G 4.734 .6 4 ,410 .6 4 ,410 .6 4 ,410 .6 4 .410 .6 4,410.6

C A P ITA L  E X P E N D ITU R E S

CH A N G E IN R E V E N U E S  ( ) 292 .6 339.4 386.2

FUND SO U R C E I thousands of Di liars i
lDCfl P c R fi Rel.rem enl 2 .553  5 2 553  5 ?.:.53 5 2 .5 53 .5 53 5 2.553.5
10.51 T ea  bon, E tn u ra e n t 1.277 3 I 277  3 1.277.3 1,277.3 1.277 3 1.277.3
10*tL Dutfeiul R etrem ent 31 .G 31 G 31.G 3 1 0 31 b 31 G
1045 National Gu ire! Retirement 83/J 0 3 .0 133 0 83 0 83 fl 83.0

t l i1 7 benefits System s tS U S .D C ) 199.0 100.0 39.H G 332 1 2G5.G 4 6 5 2

100-1 GF 590.2 260 .2 Cu.G 122.1 199.6 0 0

T O T A L 4.734.G 4 ,410 .6 4 .410 .6 4 .4 10 .6 4 .410.6 4,410.6

Estim ate o i any curren t year (FY 2005) cost: n o
M ark th is box (X ) il fund ing  lo r this hill is inc luded  in the G overnor's  FY 20Cli b ud get p ro po sa l.

PO S IT IO N S
F ull-lime
ifflrl time
I f ln p i.r . it j

Betty M.jrtm. Cum pliollei I ’butiu 41.5-2352
T ronMiiv D a te /1 iiii< 4i5 '(i5  J 78 PM

Turn I), inlin Deputy O ft  run? uu r - r 'd e  4.5'2005
Dr-tsiitmiMit cl Revenue

Parte I of fj



SB 141

S U M  I crealcl a new y member Alaska Retirement Management (A R M ) Board ami replaces the currcnl S 
member Alaska State Pension Investment Board ( ASIM B) l a  fled by the 'Pleasure Division. Il also creates a 
defined contribution plan with cnip’oyee and employer contributions, a separate ciclincd benefit health fund 
and a health cure reimbursement trust, f  unds currently budgeted under the A S P ID  w ill be transferred to the 
new board. A  summary o f Ihe liseul notes follows.

Sum m ary o l fisca l Notes l'3'or, I-V 0 7 l'3'OS 1 3 0 0 I-V IO l A ' I I

I ie-.is.ur> D iv is ion  fiscal note i l 21-1.5 214.5  ' 214 .5 214 .5 214.5 214.5
M.vdni Slate Pension Investment 

Board fiscal note :C
i - - I. I4 J  -1 -4 .144 .4 -4 .1 4 4 .4 -4 .144 .1 4.144.4 -4.144.4

A R M  Hoard fiscal note 4.73d 0 J -J1H0 4,4  i 0 .0 4 4 K g . i 4111.0 4.410.0

A S P IB  Custody and Managem ent 
1 ees lis . at note e-t

3 1 1  \  h -31.''>13 0 -31 .0 1 3  0 -3 1 .Of? (> -3 1 .‘>13 0

1

-31 .013 .0

A R M  Board < uslody anil 
M anagem ent 1 ee •. fiscal note 05

1 i t  .‘>13.0

|
31.013 . H ’ i .o |3 .o 3 1 .til.3.f, 31.013.(1 3 l.o  13.(.

1 olal X04 7 4S0 7 | JXO 7 4X0.7 4X0.7 •1X0.7 I

Paul; out IA  between the two
Ci-iiiQjnents 1 -214 .5 -214 '  .22?:.5 214.5 -214.5 -214.5
SsIl2-41 'fn la l iiHTC i iie n la l easts 500.2 2(i(t.2 200 .2  200.2 2(.d.2 200.2

Nnic 1 < urrentb I dll"., ol the I n  usury I m.isJon'g jv is o n a l sen icu» cn>is are im In led in the I icasury Division
io ia , i at uwrltT pci.soti.il see. K’c f  1 |rv>J |n a e in e :i! i l  costs a ie  included in the new A R M  budget (a 1* in the prioi 
\S I ' IB  budget a - : c- s itra-m al e.'.pensei Xm ipR jdd m g  the two budects w ould double ei uni this Snoiiat

I lie  fo llo w in g  tab le  show s I l k  b n .a l.d o w n  o l in c le m e n t.i! W si:< b y  b ud eet ca teg ory . fo l lo w in g  ate  discussed  

the  assum ption s  w e  ha'.e  n it f fe  and how  these to ta l eo.-.ls have been a llo c a te d  b e tw e e n  ft -cal note 1 arid 3.

1 Vft(i 1 3 0 7 1 VOX I 3 0 0 1 Y I 0 1 V I I

P e l Sunal S e n  ices 2 1 4 5 214.5 214 s 2 ) 4  X 214.5 214.5

1 r .oe l 23 . 0 12 o 12 0 12.0 12 0 12.0

( oikU.klU.l! 337.(1 >'» 2 .'•> 2 m  2 3 0 J 30.2

‘-appl ies 14.5 i > s 5 5

SI1I41 l o i . i l  i n e r t m e n i a l  cos t s ^ot i .2 200.2 I 2(*o.2 200.2 200.2 200.2

\s -a u n p tio n s -

1 o llo w  inn  a te  the .. sum ption s  used M  a n  o  m g  at the e -.lim a te  <<1 the m e te m e n ta l costs o l f l j y  1,

I, A new defined c o iiin kd ien  plan w ill have a similar numbei tmd l\p c  «.| opiums as the cui'vnl Supplement 
! ‘l tv fils  S \ *cm Ml options w oil'd ! c j\ ndable on day one e l ihe new plan. 3 plan siiiiiiai to bK.i \ !1 
:e-elt in the into *  approximately t» m.ai. gets and tile esiabhshiiwnt P ftw c l addita nal |a!ikcepi>i£

(a . n m t s  W  d ie  e i .  t o i l  i t  bank . f i d  a  > uated  a c c o u n tin g  i . .  o l d s

2 I h c i e i  k t .d  to  . .i  .1 J a tid itio u a l firo te s s io i.a l am i I a ild itm u a l I e l lu ik . i l  t . |  I to in  J u d e  ; i 'd a le  

In s e s im e i i ' t >llit e i I I ,  an A c c o u n ta n t l \  and. .m A c c o u n tin g  I e e h n ie ia u  I I I  I he  lo t.il ..n  .t inc luded  m  the 

fisca l notes pel A  t o | these s ta ll is f t  I I ,B

|  I u i id n ig  lo r  one c i l i a  b o .m l meet in - ’ m  d ie  liiM t yeaT Im  the new h e a i il to  o h m iu / c and r f T c iw  s fa it-u p  . 

t ia m n .e  as w e ll as I u i i . ln . f  to  i c l ic e t I a d d itio n a l bo .ud  m cm b c t H a u l in g  ( i u r ic i i l  budge t im  hides S e x is tin g  

tu c i i iP n  0
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SB M l

4. I iie* Ris is nl 'computers, office equipment and ollicc space reconfiguration is included in year one for the 
new stalT. In all years funding is included for training, investment software subscriptions (Bloomberg. 
Yicldbook. S&R and M oody's ruling services) and miscellaneous supplies for new staff.

5. In year one. the cost lor the external consultant to assist the board in selecting 6 new managers. The 
cun cut contract cost |bi manager searches is $30.0 pci scaicli.

0. 1 lie costs o f an external consultant to calculate performance ol the funds quarterly. Costs arc expected to 
be $3(>.(l.'ycar based oil the current contract.

7. In I A 3000 $ 100.(1 to cover the costs o f an independent audit review o flh e  performance consultant. It is a 
requirement in S B 14 1 that this contractor be audited. We expect that audit to i iceur every -I to 5 v cars alter 
the initial audit rev icw.

S. fliers is a \4 0 .u  reduction in current costs associated w iih the election ofm cm bers as the new board w ill 
be appointed by die governor.

T reasu ry  D ivision fiscal nolo d 1

11 c I rc.i .nr. I ) :v i-.ton' . liscal note includes 5 3 14.5 each vcai foi personal scrv ices. There arc econoiuis . of 
scale m managing investments I low ever, the new Imid1. created by Peuatc B ill 1-11 w> old require 
considerable additional icsponsihilmcs. II the number ol options paralleled the existing SBS Rian. that 
would tr.mslaic to 13 new manager accounts. 54 new custodial accounts and 4 new sets ol 'monthly financial 
statements w itli annual audit requiicmcnls The I -tcpartmen! Id  Revenue eurrcidly manages a huge number of 
fund? with a limited investment and back office st.uf In oulci (•■ prudently meet tin prospective demands o f 
Scii.iVc Bdl M l I rcusuiv would need to 11iic an aehlitioual investment stall and 3  middle back office stall

B a . k g i o i i m !

P rudent am i p io d u c iiv e  m .a ia g c iiic iit  o f  investm ents  i.sa irs o iu c c  m te iis iv c  p ioccss. M anag ing , a m odern  

p u ttlo A n  is u o n i,,d re s p o n s ib ility  w h ich  requ ires  M g n iliccu t c v p c iiis c  a . id  liig li .m e n tio n  to  d eta il

l i i . o l n i i  nl m a n a g e m en t ic .spo r.s ib ih 'ics  u n la d e  elcsigning in v is im c n l po licy  g u id e lin e -., ilc v c io p m g  custom  

as -c i u lh v .tp o ii- .  e o iid u c tin g  inves tm ent m an .,ge l ^ c a ic iitS  p e ilo n n ii ig  in ves tm en t m an a g c f due d ilig e n c e  

n eg o tia tio n  im M o ii l t . ic tm i' w iih  ju o s p c c tn c  m aii.i'.tcrs. m a ii.ig in  m .c  lia c n t m a n n e d  ic ia tio ii.d iip s , 

pci I'm tilin g  pci lo .in  p m lto lio  re b .d a m  ing . iiio iu to rin g  nml e v a lu a tin g  ir.ve stm ent p e rfo rm a n c e . | | e s u T W  

a m i co n s u l)ing  w ill X i  rci hi o ig a m /M U m is , .md fo llo w m g ile v e lo p m c n ts  m  investm ent res. . i d i  a m i am ily ;f

l o o k

In  .i i M H o ji. inv e -.1 incut m a iiu g c m c ii!  ic q iu ic s  a si cm  In  aa l m ic i lae c w itli bach and n m l.lie  o ll lc  v lu m '.i.n is  

i: v im ii 'g I i i iu l m  o s in iu ig  and a u d it, m an ag in g  custody imJ h m k c i . r v  re la tionsh ips  cash m an a g e m ciit,

Ci .m ile s  h n ib n ;:. . . ik c u .n d iu i:  assets, n m l« . 'm p lt .im e  iao m t< -iiiig .

*sU ia|c H i l l  I -* 1 w o u ld  u  ate the e q u iv a le n t o! to m  new l iu u k  to  m anage ' tLe I m p lo y i i  I). ime<'

( o i t i i ik i i in u  A i d  m l. the* I m p lo V c . \ 'e  a in g  V c o u n ts , the  M e d ic , .1 l ' n y u u  1 nml. .a id  the I Ic a h h  

l-'.ciiiib.rc ctncni A iu u i 'c m c id  l r . . a .

I he I m p ln v c c  I rc lit ic d  I  o ii in ln d in n  Account.-, w o u ld  bkelv  o l lc i  e m p lo y e e s  a icasonaldv w u le i .m  v  o l 

investm ent o p t io n . A s  u c o m p .n  o n . the  S u p p lem en ta l B en e fits  S ystem  iC T e r. a su ite  o l t> im p el o i I n  - 

-|v le  M ind , a in l X -e 'p  iia te  asset lli .s fund-, lot a to ta l o f  I I o p tio n  . lh.it p a i lk  ipan ls  m..y; .e lect l io n ,  

l ie .  u ting  on the  m iv  o l inves tm ent d v lc s  to  o llc i .  a ie h in g  lor and  lin in g  n vestm ent m a iu g e is , and  

cv ale d in g  and  ic p o rtin p  on mv e .tin  cut i nan age i p c rte i m .u u  c w m ild  lie  a const d e l ab le  o m v o u ig  i i ir le it .d  inc

Rage '  o l .$



SB  IA I

W hile Treasury may realize Ice economies from existing imcstmcnl relationships. ii is unlikely that the 
contributions in (his aeeounl can he comminj'led w iili exist ini: accounts. That means that there would be a 
Completely new set o f  accounts for cuslodial and accounting purposes.

I he hm ployer Vesting Aeeounls, the Medical I’ roe ram fund, and the Health Reimbursement Arrangement 
I rust would all likely call for separate custom asset allocations. A ll three would individually require 

evaluation, reporting, and periodic portfolio rebalancing, lltcy  would also require separate custodial and 
..ecounling records including im*ri(lily linaneial reporting and audits.

I here is likely to be an additional consequence o f  the change lo a defined contribution plan. Currently there 
i • a population o f participants in SITS and I Jclcrreil Compensation that monitor their accounts daily. Th y 
olfetl h.ive questions whenevci there a.-1 appaieiil anomalies in the chance in the daily prices o f the options 
As a general rule, we would say that members o f  a delitted benelil plan are not as price sensitive. The new- 
plan w ill greatly increase the number o f indiv iduals who are monitoring on-line data on a daily basis. 'This 
w ill eo irelate direlfW  to an increase in the amount ol'tim e we spend answering questions.

A laska Slate Pension Investm ent Board fiscal note i l l  

A laska Retirem ent M anagem ent Board liscal note 713

I iseal im’e i 2 Ir.insfers the c \b  line A S I'IB  budeelujf funding to the new A R M  board. I his lisca! note aiso 
includes th*. \R M  hwarri's sh lio  ol costs o pee ied  due to tiie implementation ol S|t 141.

1 YOn t A 07 i VOS h l l - l 1 V I O 1 V I I

A M ’ IU  b u d g e te d  l i r . J i n g  t i - c a l  no te 4 .]4 4  1 4 .144  4 .; .!4 4  4 |  4 .144.4 4 .144  4 4 . 1 4 *  4
In i  rea ien lu '.  c o  o  J io m  SH M  1 5 ‘ii i. 2 2 no 2 2on.2 1 2o;>.2 200.2 In n  2
1 * t . i i  i  * "" t - i i  l i -  •*! in l ie  n - 4.7  ?4 n 4.4 I I I  (< 4.4 io n  4.4 I (i n 4.4  I I I  n 4 .410  n

lo ta !  li iM  yca i costs in lisca l n *4e  i ‘ ? m c lu ile  ■s'MI.O lo i m .m atter st lec tio n : b it m  li tor an aud it nt the  

h, ju i l ’ s p u lo n n . im c  c o u s B jJ n i ( This a iuftl is a new  req u ite m e n t «s| S B 1 4 I .  It il**es not have lo c o .u r  in the  

l i& l  ve;n , but o nce  done w*. w o u ld  v x p e j j  it lo  occu i cvcty  I lo  > y ears .): t>b5,rl assoei.ite il w ith  one  

a d d itio n a l m ee tin g  lo r o rg a n iz in g  and  edu catin g  the n ew  h o n id  m em bers ; rn jll. §  ) ,,, v-f*nipttt(4fs ttrd  the 

I I .v e  setup lo i the new p*>s)tii'iis. I liese total s la it-u p  vests .u e  S 3 2 I.O

1 >n .snug Co-' t*  i i . d i n k  in te ra g e n c y  ch a ig c h .n  k to th e .A R M  lo i t!«e *.o.-4- o l the in  w f l s i M t u i s  is*I;tl ititT 

> 1 1 4  ? . trave l tot tl e -d d it io n a l b o .u d  m cm hc: ( t iie  curren t b oarJ  has £ m c m b c ts  versus d ie  new boat*, w ith  

1 : i i e n 11' a i u> w e ll as ine ieased  itue  d ilig e n c e  o l the new M in i m anagers  and ti.m n n g  FI r tl.e :i*w  t a l :  in the  

.-.tnonn! '1 3 .b .  >4*s ,ot the o tip o m "  *.< si o f  M oncsJ  in fo rm a tio n  tec h n o lo g y  charge  backs. • and

in ves tm en t s i ib -v i ip lio u  sciv ice fo i the new s ta ll (th ese  inc lu de  M lo o m b e te .  ̂ "ehlbook Ss\  P and M o o d y 's  

. I i  I i .n le w e b ). a >■ 41111 ■ in d u c tio n  I n  e u rie n t cost as *. l e e t i o i i s  w il l  be e lim in a te d  * 1,111 pci \»  at :o i the 

,ili*id :il:on  S * f  the r.cw f u i n l s '  p c f o i i r .a t k v  by ,ni e M e in a l consultant I hose tota l o n .p o m p  c o s t . g t i  2



State Pension Custody and M anagem ent Pees i(A 

Alaska Retirem ent M anagem ent Hoard lees it5

fiscal note HA transfers the budgeted fundiim p flliu  Slate Pension Custody and Management l ees to a new 
Alaska Retirement Management Board fees component (fiscal note *r5) in Ihe Department o f Revenue lot 
the new A R M  Board, flits ei'inponenl includes the investment management and custody costs o f the existinit 
defined benefit plans and w ill not he impacted in the foreseeable future by SB H I .  Please note that in a 
delined contribution plan, invest manager fees anti custodial) costs are deducted from the individual ulcounls 
daily (throueh an adjustment to the per share price o f the investments). These costs are not included in the 
I k-parlm ents hudjjet.

SB H I

1 V(K) P Y 07 l-YOs l-YOO I V 10 1 V I I

ASJ’IM Custody and Managem ent 1 vcs  

Ir.cal iiv’ tc -3 1  lM t r, - t  1 .013.6 -M A M  3.0 -31 .0 1 3 .0 -31 .013.0 -3 1 ,V I 3.0

A R M  llnard Custody anti  M nnacem eiii 
I v.-w- li*cal note i:5 j I . 'M  C o 5 1 'M 3 (> 3 1.1 M3 L> 3 I . ‘M 3.0 3 TO 13.0 3 1 .013 /1
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SB 1-11

SB 14 I creates ;i new 0 member Alaska Retirement Management (A R M ) Board and replaces the current 8 
imrmher Alaska State Pension Investment Hoard ( ASPJB) staffed In' the Treason Division. It also creates a 
delined contribution plan with employee and employer contributions, a separate defined benefit health fund 
and a health care reimbursement trust. Funds currently budgeted under the ASIMB w ill be transferred to the 
new board. A summary o f the fiscal notes follow,s.

Sum m ary o f  lis e .il Notes 1 YuO I YC7 i vflS I Y 0 9 1 Y IO l - Y I I

Treasury D iv is ion  fiscal note Ml 214.5 214.5 214.5 214 .5 214.5 214.5
Alaska State Pension Investment 
Hoard fiscal note “ 2

-4 .144 .4 -1 .144 .4 •4.144.4 -4 ,1 4 4 .4 -1 .144 .4 -4.1-14.4

A R M  U< urd fiscal note ‘D 4A 5 4 .fi 4.41 (M i -l.-IM I.fi 4 .4  i 0 fi 4 .4 IO .(i 4 .410 .0

A S I’IH  ( v  indy and M ansjfcT fifit 
1 ces frVital note .‘>-4

-51 .O I3 .fi -3 l .0 l .V f i -51 « l .'.o - . i l .o  13 o -5 1 .')  13.0 -3H 3jl3 .fi

(M<Hi Hi-aid Custody and
i M .ui.ipem eni 1 tes  1 i-'co! n o li ff5
1 a 1 .015.fi §1 .0  l a d a 1 J f  i V o 3 l.O I3 .f i 31 .013 .(. 31.'M 3 o

lot.ll N C I.7 4 NO. 7 4 NO 7 4 EL 7 -I('0 .7 4N0.7

Back out IA  betw een ;!ie u v j
. icomponents -214.5 -214 .5 - 2 l4  S -214 .5 214 .5 214.5

51.211 lu la l  incrinuiital costs 5011.2 1 200.2 2ofi.2 200 .2  , 200.2 200.2

Note I Currently IPtt"i> of die I re.isiirs I.Whspon's personal jrrvn .es  co U an: included in the I rea^fiB D ivision  

e>>inpo:Bil undct personal sett ices I hese ineieinental ate in .lu d eJ  in the new A R M  budget (a *  in l i e  pru i 
A S M !  huiieet as a contractual expense) Sim ply addinc the n \o  hudv.cis w<iuhl double count this |itn>unt

I he follow me t. it!d .shows the breakdown # f  incremental costs bv btidee! caleeois follow me ate discussed 
tile assumptions we |;tve made and how these total costs have been allocated between fiscal note I and 3.

1 Y ip 1 Y0? 1 YON 1 Y0‘> 1 YIO 1 VI 1

Personal Sets lees 214.5 214 5 214.5 214 5 214.5 214 5
I ravel 23 J 12 0 12.0 12 (I 1? 0 12.0

( iilCt.iitll.d ? r  i ’,>/ 2 30.2 5° 2 3 o 2 5‘) 2
Supplies 14.5 .5 .5 5 5 s

M i l 41 total in m iiie n la l eoste 5‘iH.2 2oo.2 2O0.2 2(.(i.2 20(i.2 200.2

\s a m  p to -u v

I o llo w m p  .ne  the assu m p tio n s  used in m r u im *  at the i-s iim .ite  o! tin  it ie ie m e n ta l i osts o f  S iB I-l I .

1 A  new d e fin e d  e o u tn im lio n  p la n  w il l  have a s n n ila i m in i bet! and  tvp e  o l o p tio n s  as the  eui tent S upp len icnt 

B e n e fits  Svstcm . M l o p tio n s  w c u h l ho a v a ila b le  o;r d ay  o ne  o l the new p lan . A  p l;m  s n n ila i to  S B S  w ill

te .i i l l  m the h u e  o l . ; J u o \ im a ic ly  m a iiu e e is  and  '.lie e s tab lish m en t o fo v e r  .’ !) .u h iit io n a l fM 'uhcup in t: 

u i i o ,m ts  at the c ls '.o iI i . i I  hunk and  associated  u v c v u u tim ’ records.

2 I h v ie  i s  , i tiee ij to  i d 11 2  .u ld ilio iia l p to le s s io iia l at.d  I a .h titio n a l tee'liun al .-.l.t! I to  in c lu d e  a S tate  

lio v s tn ie u t ' •' fn  ei 11, an A e e o u n ia n l \ \  .m il .in  A  countim * i 'c c liin u n n  I I I .  I In  to ta l cost in c lu d e d  in the  

Ir .c a l notes p it  scar o l these s ta ll r  > T. 1 . r».

t

t I u tid iu n  for one e V .in  h o a id  nub inn  in the It; ! Jtfui lot the  new board  to  o ip a u  |/e and receive s tart-up  ■

I.n rn tiy ' as w c II as |‘w  jl in d  re lies t I a d d itio n a l b o .nd  m em b er tiav e liit! '. (c u r ie n l h i dpel in c lu d es  S e \ i  lin i' 
m e m h e is ).
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SB Ml

-J. flic  costs ol'eompulcrs. office equipment and o llicc space reconfiguration is included in year uric for the 
new staff. In all years funding is included for training, investment software subscriptions (Bloomberg, 
Yieldhnok, S & l' and M oody's rating services) and miscellaneous supplies for new .staff.

5. In vcai one, the eosl for the external consultant to assist the hoard in selecting U new m anager:. The 
currenl contract cost for manager searches is >30.0 per search.

6. I he costs o f ait external consultant m calculate peilbrinaiice o fil ie  fund: quarterly. Costs are ex peeled to 
be $30 0 year based on the current contract

7. In f'Y20Ui> $ IlKi.U lo cover the costs ol an independent audit review of llie performance consultant. Il is a 
icqiiiremeni in S U M  I that lliis contraeloi lie audited. We expect ih;>| audit to occur every 4 lo 5 years after 
llie initial audit rev iew.

S. There is a $40.0 teduelioii ft: current eo-:ts associated with the election o f members as the new board will 
be appointed by the governor.

Treasury Division liscal im le rf l

I lie I icasiiry I Jiv o,ion's li.-cal n<>te includes $214.5 each year for personal services. There aic economies of 
scale m managing msestiiKiits. I lowed^r. the new funds cieatcd by Senate H i!  M l  would require 
eonMiicmble additional responsibilities I f  the number o f options paralleled the existing SHS I'lan. lhat 
would translate lo I 3 new manager accounts, 34 new custodial accounts and 4 new sets o f monthly financial 
Uulemcnts w itli annual audit requirements I he I kpailinen l o f  Revenue currently manages a large number ol 
funds will; a hmiled investment and back o ltk c  staff. In ordci I*’ prudenlly meet the prospective demands o f 
•senate Mill M l .  I re.isiiiy wmils! need lo hue .m adJilioiitil in vestment stall and 2 middle 'hack office staff.

Background

I'nidenl and p io ju c tivc  iii.magcmeni id mvcstmcnls is a icsouiee iniensive pioecss, Managing a modern 
poiitoh ' is a broad responsibility wI in.h icqmres sigmfk'.tr.l expertise and higii atlention to ile'.ad

lie s iB j^ m aia ig iim iW J icspoiisibililie' melnde designing investment policy guidelines dev clop.Jig custom  

as .el nlk'Cniiutis. coi.dm.tiiu’ n ivc .im eri man.ige: seaiehes. per !oim iug mvcsimenl manager due diligence, 
iie i’otialiiig ami contracting vvitii prospective m anage:.. managing investment manager lelatioiisliips. 
pciToiining periothe H u lfo lin  rebalancing, monitoring and evaluating investment pci Io n iu m  s presenting.
Wni eon adimii vi itli <oefsighl orgtuii/alions, ansi I 'llovvmg developments in investment icsi.aich and analy lie 
tools.

Ill addition, iiivcsliiiciit maiiagemenl lequires a dp iiilnau l mlerfaee w it 11 back ami m iddle m liee  functions 
in shilling fund as connliiig and audit, managing custody ami Ijiokcrayc rs'lulioiislnpv. cash maiiagement 

iiiiiies lending salt '.•uaiiiing assets, .itul compliance moliiioring.

Sen le B 'l l  141 ssoulsl s U a is T h e  t t |ii iv a le ;- t  of lo a : nevs fum l'. to  m an age  the l.m p lo y e c  l X ' i i u d  

< o n in h iit io ii A c c o u n ts , the  I m p lo v c j V es tin g  V e v m its .  the M i J n . i l  R io p ia m  I u nd , and  lilt; I le a ltii 

R e im h u i e iiie iit  A l ia iu 'c rn e rit  I n o t

I
I lie I iiiployss Del'ii cd ( 'ontiiim iioii l ( i o i iMs would likely of ler employees a ic,i.-.onabh. v\ nle i.mge ol 
invs slmeiil options. As a comp irisoit. ll.e Supplemental Benel'ils System o ffe r. i suite ol n la: eel or life 
style luuiU ami S' ■■epaialt asset s lacs lumls loi a total ol I I options In it |’TTHk ipaids m ay select lioin.
I Ha nliii;: on the mix ol m vedm enl slvles to til le i. m m i . lung loi ami hiring inv csiinenl iiiniiueci *. and
I , . . .h.aling. ami n pnilmg on investment ni.mags i pcito im am e would bca s"iisidei.ib !eon-going umlsilaking
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W hile Treasury m a\ realize lee economies Irorn existing inveslmenl relationships, it is unlikely that the 
contributions in this account can he commingled with existing accounts. That means that there would he a 
completely new .el ol'aeeounls for custodial and accounting purposes.

I lie limployei Vesting A ccounts.«lie Medical Program I; u ik I. and Ihe Health Reimbursement Arrangement 
I rusl would all likely call lor .separate custom asset allocations. /Ml three would individually require 
evaluation. reporting. and periodic portfolio ichQancing. They would also require separate custodial and 
accounting records including monthly financial reporting and audits.

I fa re  is likely to he an additional consequence ol'tlie change to a defined contribution plan. C uirentl) there 
is a population o f  participants in SI JS and Deferred Compensation that monitor their accounts daily. They 
often have questions u iicnever there are uppnicnl anomalies in the change in the daily prices o f die options. 
As a general rule, we would say that members o f  a dclmcd henelil plan are not as price sensitive The new 
plan w ill greatly increase the number o f indiv iduuls who are monitoring on-li ic  data on a daily basis. This 
w ill correlate directly to an increase in the amount o f lime we spend answering questions.

Maska State Pension Investm ent Hoard liscal note *‘<2 

Alaska R etirem ent M anagem ent Hoard fiscal noletfJi

i liscal note -2  transfers the cMslmg \  S1 ’ 11 i budgeted funding to the new A R M  bo jrd . This fiscal note also 
includes the A R M  hoard's share* o f  cost e'ipeeted due to the implementation o f  S I) Id  I .

1 Yon I v t r rvoK P Y u 'i 1 Y K i I V 1 1
A S I'IH  lunleeicd liimlnu.- focai note 4 .1 4 1 4 4 144 4 4 .144.4 4 .1 44  4 4.14-14 4.144 4

Incremental costs Horn M i 141 sun t ; :of> 2 :w» 2 :m,.2 :
1 b lat cost' on liA  .ii note 4 .7  4T •1 4 IP .( , 4 .4 H u . 4 .4 K H . 4.4 I (i n

I n ta l lirs i sear eo<p- in lisca l note inc lude  S I So i i  p.t m anage i s e lec tion ; S I i i Ih i  lo r  an aud it o f  the 

b o ard 's  p..i to tm a n e e  eou su llan t ( I Ins audit is a new u q im e m e n t  o f  S B  14 1. It d oes  not h ave  to  o ccur m the  

first sear, but o nce  d on e  w e  w o u ld  expect it to or cut e v e ry  -I to 5 vearsJJ; $15.0  assoc ia ted  w i l l  one  

a d d itio n a l m e e tin g  for o rg u m /in y  and edu ca lm g  tee new  board  m em bers : and . S20.0 lo r  c om pu ters  am i the 

o ll ic e  setup lo i d ie  new pus lio n -  l l ie s e lo 'a !  u n it up cO 'ts  a ie  5,324.il.

|  M i-c o m e  c ib I  - ; :k  Im le  m tc M g u n . v i TTutge+crvh n> (tie  A R M  lor the c o y s  o ' the  3 n e w  p o s it io n ' io ta !mg 

S 2 N  5; t i .o c l  i i ' ]  d ie  a d d itio n a l bo .ud  m em ber ( t in  a i r u n ;  b o a n l has S m e m h c is  versus the new h oa id  w ith  

0  m cm HCT*) as w e ll tis incieasevl due d ilig e n c e  ot d ie new tu iu l m a ita g e is  and  t ra in in g  lor the new slat) in the 

am o un t o l 5  1 2 0 .  $  5  7  l o i  the o ng o ing  cos* o l p i n n i e s ,  iu lo r  n .ilto n  teelu io.'ogy i j S r g e  backs, supplies and  

investm ent s ii’o - e i ip lio n  s v rv i c e s  lo r tiie  new' s ta ll (these m elu de  H lo o m b c ig , Y ie ld b o o k . S A P  and M o o d y 's  

and I radew c b l. a -Id  0  • le ilu e tio n  in i m u m  l'os | as e lec tio n s  w ill be e lim in a te d ;  $?•).(• pel a lo i the 

in h a la t io n  o l the n ew  la n d s ' pci lo tm a n c e  by an ex te rn a l con su ltan t. These -*'»i;il o ii-gom __ S is ls  arc $2('i> 2.
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Stale Pension (u s to d s  and .Muniigrnu-nl Fees #4 
A laska R etirem ent M anagem ent linnrd  l-'ce.s

I iscal note trsnM'tfr* the budgeted lundine nl the State I ’u if i im  < usiudy and Management F it s  lo a now 
\l;iska Retirement ManayPlnent Hoard I ce.s component (liscal note "5) ill the D cpartinen lW R eg im e  lor 

the new A R M  Board. This cuTijpoiiJit includes ih e  investment management and wfislody costs n f the existing 
defined benefit plans and w ill noi he impacted in the foreseeable Future In  S B M I.  I'lease note llial in a 
defined contribution plan, insert manager fl-es ami custodian costs arc deducted from the individual accounts 
dnil> (through an adjustment to ihe per siiare price o f the in ' eV.mcnlsi These ei sts are not included in the 
Department's huffed.

1 1 Y |f> 1A  O'7 1 YhS 1 Y o u 1 Y IU F Y 11

\S I'1M  Ciisiody and M .a ia je m e n t l ees 
I im  ai iii'ie  f-4 - 3 l .v iJ . l i -31 .V I3 .it -.M .'M .'.n -3 1 .V I 3 .ft -3I.V 13.(> -31 .V | 3.n

A R M  Hoard (. ugtfkiy iinJ M aiiaecnien i 
1 cc1* loca l note • l  .V I3 .it 3 l.u f .V n 3 J 13 n 31 V I 3 .0 3 1 .u i?  ft 31 tvl3.<>
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FISCAL NOTE

REPORTED OUT

App o G 2005

S E N A T E  FINANCE  
_ C O M M ITFF

S I A T I’ OK ALA SK A
2005 I.KCIISLATIYI-: SESSIO N

Revision Date/Tim e (Nole if correction):_____________
Tilly An Act relating lo Ihe teachers' and public

em ployees' retirem ent

Fiscal Note Number: 

Bill Version.

() Publis# D ale:

Dept A ffected-
; r d u

Cornpunenl

SB1-1I

Sponsor
Requester

Finance

Revenue f>5 
Taxation & Treasury 
ARM  Custody and 
M anagem ent Fees

E xpenditures/R evenues

Com ponent No. 

(Thousands of Dollars)
Note: Amounts ilo not include inflation unless otherwise noted below.
O P E R A TIN G  E X P E N D IT U R E S i:Y 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Persona! Services
Travel
Contractual
Supplies
Equ pmenl
Land & Structures.
Grants £. Claim:.
Miscellaneous

31 .913  0 31 913 .6 3 1 .9 1 3 .0 31 .913 .0 31 .913 .0 31 .913 .6

TO TA L O P E R A T IN G 31 913.6 31 .913 .6 31 .91 3 .6 31 ,913 .6 31,913 .6 31 ,313 .6

C A P ITA L  E X P E N D IT U R E S

C H A N G E  IN R E V E N U E S  ( 

FU N D  SO U R C E (Thousands ul Dollars)
1(73* PERS Retirem ent 20 .692  K 2 0 .692 .6 2C.G92 9 20 .692 .8 2U.U1J2.E 20.G92 8
103-t Teachers Retirem ent 1C.7(iO 9 10.760.9 1 0 ,7 6 0 # 10.700.9 10.760.9 10,700 9
1042 J u J-c a l Retirem ent 333 -1 .328.4 32 6  4 320.4 320.4 328 4
10-19 N a lio n .l G uarJ R elneinei't 131.9 131.9 131 9 121.9 131.6 131 .9
1937 G F -Merita! Health
C lh '-r iS l W , /  Tylii:--D(i li. 1 >! ! r. ' 1,-

T O T A L 31.913 .0 31 ,913 .6 3 1 ,91 3 .6 31,913. G 31.913 .6 31 ,913  G

E stim ate  of any  cu rren t year (F Y 20 0 5 ) cost: I I I
M ark this box (X) if fu n d in g  fo r th is h ill is inc luded  <n the G overnor's  FY 2000 budget proposal: 

P O S IT IO N S
Fall-! m e
LVjti-tirne 
1 err.iora- j

AN* LYSIS: l>rrum’ .* r t ; ■ V /> ** # m •

i k e  if. -i iiu'J a n a ly s is

e i-' 11 ,• 
l i l . i  ,nri

- i- l
>v iu

Di f , '  M.ulin. Cum >li . I.jr hi lie 'it*!* 2362
f n.Mi.urv

I o n '  f i r  i t m .  D e p u t y  t f i m r B  r i n n

L> ileM nun 5 f> 00 32H  PM

C u t e  M iS J O O O

[ . . .ntniiTit nl R e n  nnij



SB  N l

SB i 4 1 creates a new 0 |tc m b c r Alaska Kctjrcincnl Management ( A R M ) I3e>r.rd and replaces the current 8 
member Alaska State Pension Investment Board (A S P IB ) stuffed In  llie Tieasury l ) i \  isiott. It also creates a 
defined eonlrilnition plan with employee and employer contributions, a separate defined bene lit health fund 
and a health care leimbursemenl trust, funds currently budgeted under the A SPIB  w ill be transferred to the 
new hoard. \  summary o f  the liscal notes follows.

Sum m ary o f  f isc a l Notes l-Y O f 1 'i 07 1 YOR I-YOU : I V  Id I Y I 1

Treasure D iv is ion  fiscal iio ie  r i  11 • <;- i t . . 214 5 2 1 4 .3 '  214 3 1 214.3 214.5
Alaska State Pension In v e s in B it  

I f  ;ud liseal note 62
-4.144.4 -1 .144 .4 -4 .144 .4 -4 .144 .4 -4.144 4 -4.144 4

A R M  Hoard fiscal note 4 .7344, 4.411)4, 4 .4 10 .6 4.41(14, 4 ,4 1 0 6 4 .410.6
A S I’ IH  C iisiodv and M anagem ent 
1 i i’s lis i.il noie S‘4

-31.*1134, -31 .0134 , - 3 ! . 0 134, -3 1.0 l3 .o -31 .013 .6 M .01.34,
M iM  l!i>aid Custody and 

Managem ent 1 c is  l is ia l note 45
3 l.o  13 « 31 .013 .6 3 1.0134, 31 .0134 , 31.013 6 31 .0134,

lo i.,! ;v(i». 7 4X0.7 4X0 7 4X0.7 4X0.7 4X0.7
Il .u k  oul IA  1'etween llie two  
components -214.3

5011.2

214 s -214  3 ! -214.5 -214 3 - 2 1 4 *
SI124 1 1 n tal li ie re m i n la l costs 206.2 266 .2  266.2 266.2 2(>6.2

Note I  < nnently i " i f „  o f  llie I re.nury D ivn iiiii*f£ l*.o ii.ilfcT w cc ,M iO s iV  arc included in the Irc a n in  D ivision  

■ omp 'iieat an .I i ; * as •aal sen n o -  i hese ineleineiital costs .ue included in the new A R M  b u d /e l las in ihc pn.u  
B h l ’IM budget . 1 '  a ■ nlr.i fcial Sim ply adding tin. tv o  budgets would |o u b lc  l o i i i i i  i l i i s  aniount.

I I.e to llouine talde shows the lireaWJ&wn # f  incremental costs by budget ealegviy. fo llow ing  are discuasull 
llie . ■ aiinplio.'is we lane made and how these total costs have been aPnCalcd between liscal hole I mu! 3.

i YOo 1 Y07 1 Y (H 1 YIIO 1 'i to m i
Persona! Sen ices 214.3 2 )4  s 214 3 214 5 214 5 214 5
Travel 23 o '2 4 * 12 0 12.0 12.0 12.0

( or4raetu.il % > ■ jy 3 0.1 ; o 2 3o 2 30 .1 3‘) 2

Supplies 1 -  > s s s .3 .3
SI1I4I lo t  l i f t  m en ta l costs 500.2 266.2 266.2 266.2 266.2 266.2

A ssum ption

I o |low  i; io ,:ie  the as .a m p !io n s  u .ed in  an  i \  in ;1 at ll e es tin n .te  o l the nn  ic m c n ta l eo  4 s I f  S B  1 4 1.

I \  new detilled iontributio ii plan w ill have a sfnnl#r n.im l's. and type of options as the sat;cut Supplement 
IU uetits ‘system. A ll options W ot Id be available on Jnv lute ol the new plan. A plan similar to SDS will 
le-u t m il h iie o ! . ■•lovimati ly 6 manaeeis and the i '\il>! i: hweut o fo ve i *(l additional .4 .•keep.o" 
aeeoimts e| l!.e e u 4 o |ia l bank ar.d assoeiated av i>’a:ilii:g records

3 I lie b  a iiv i I lo  a ild  2 ..d d itio iia l p io t e . .u a.d am i I add  ’ tonal tee h m e a l s la t! to iu e liid t  a State  

l i .v i tinen l l 't l'e v  r I I .  an A v m u u ta n l l \  uni an A e e o u n lm t' 11elm im .ati I I I .  I he to ta l cost in c lu d ed  m  the
It si d n o t i ' s  pel y e a r  i I t h i  se . ' t a t  I is S.1 1.! s

3 I 11111!111c lo i o n e e v t ia  b n ;,id  m ec littg  in the tiis t \e .u  jot the new b o a td  to  o rg a n iz e  and  t v c i i u  M a it-u p  , 

t ia in m p  as w II a la n d in g  l>  te l l  • t I .a ld 't io n .il b o .m l i i i c i i i I m . i l i a v i  lin e  (c u iie i i l  b u d i'e i n .c liid , . S e v is tijm  

m em  bers i

Pap'c d id  S



4. I lie  cos Is o f  c o m p u te rs , o li 'ic c  equ ipm ent and o ff ic e  space le c o rd ig u ru lio ii is in c lu d e d  in  y e a r  o ne  for the  

n ew  s taff, In  a ll years  fu m lin g  is inc luded  for tra in in g . in v e s tm e n t s o ftw a re  sub scrip tio ns  (B lo o m b e rg .  

V ie li lb o o k , S i'c l' and  M o o d y 's  ra tin g  serv ices) and m is c e lla n e o u s  su p p lies  fo r n ew  s ta ff.

5. In yea r o ne . the  cost fo r the e .M ental consultant lo  assist th e  board  in se lec ting  6  n e w  m an agers. T h e  

c u r ie n l con tract cost fo r m a n a g e r searches is S 3 0 .0  p er search.

(>. I he m s ts  o f  an  E x te rn a l con su ltan t to  cn leu la tc  p e rfo rm a n c e  o f  the funds q u a rte rly . C osts a re  exp ec ted  lo  

be 'm li.o  > e ar based on the cu rren t con tract.

7, In  I 't '2 ( ld [ i  S lU O .O  to  c o v e r the co.ils o f  an independent a u d it re v ie w  o f  the p e r fo rm a n c e  consu ltan t It is a 

req u irem en t in  S B  I -11 that th is co n trac to r be aud ited . W e  expect that au d it to  o ccu r e v e ry  4 to  f  years  al'iei 
the in it ia l aud it r e v ie w .

H. I hare is a S 4 I) j  red ue tto n  in  current costs associated  w ith  the  e le c tio n  o f  m em b ers  as Ihe  n ew  board  w ill 

be appo in ted  In  the  g o vern o r.

Treasury D ivision ITscal note tf 1

I he I reas iirv  D iv is io n  s ti ,ea! note includes y ,214 > each s e a r to r  p ersonal services. I here are  econ om ies  o l 

scale in m a n a g in g  m \ s stm snls H o w e v e r , the new lim d:. t re a te d  by S en a te  B i l l  141 w j ild  le q u irc  

con snterable a ild it io iia !  :es p o i;s ib d itic s . I I t h e  n um ber o f  o p tio n s  p a ra lle le d  the e x is tin g  S B S  I ’ l l ,  m .it 

w o u ld  trans la te  to  I • new n ia t iig e i accounts. M  new cu s to d ia l aeeouuts  a m i 4 n ew  sets o f  m o n th ly  fin a n c ia l 

statetucitts w ith  a tm u a l aud it ic q u iie m e iiD  I he D ep artm en t 2  l ie  venu e  c M 'c n llv  im m nircs a InT tE  n u m b e r o f  

l im ih  w ith a l im ite d  inve  l e n t  a m i Iv c k  o tlic e  stall'. In  o rd e r to  p ru den tly  m eet the  p ro sp e c tiv e  d em ands o f  

S en .iti Ifr ii M l .  I ic  o u r v  w o u ld  necii 1 1  h u e  ..ri fcJu itional invest m o il  sta I f  and 2 m id d le  b ac k  o ff ic e  staff.

B ackg ro u n d

Prudent attd p ie d m  t t \ c  ina it.a tc m en l o f  inve.{||MCftll is a is s o u u s . m ie n s ,\e  p ioccss. M a n a g in g  a m o d e m  

p o ii lo h o  is a b io a d  resp o n s ib ility  w h ich  ic q u iie s  * ig u i! ic a iit  e x p e rtis e  and h igh  a d d it io n  lo  d e ta il.

Inve  'im e i t m a n a g c m e iil f t 's p i * B w h l i i 's  inc lu de  de.siguini' in ves tm en t p o licy  (J tr iifilines , d e v e lo p in g  euslom  

a w i  a 'io . a lu m s  s o n J iie im g  rn ves lm en  m ai rrgcr w a is h c s . p e .rto :m in g  in ves tm en t m an age! d ae  di igene ■. 

n eg otia tin g  and  e o i i l ia d in g  w il i i  p io s jie c t iw  m anage  s. m a n .m tn ^  in v e s ln n ii:  m an ager ic l.itio ii.dup .s. 

pet lo i in mg pel lo d .c  p o r ilo l io  ii-b a la n c in g . n io iii.o ; mg and e \ . d ua l m g mv i  s ltnenl p e r fo m ia n c c . p ie s e n lm e  

and con u ln - g vv ith  o vers ig h t on. .m ira tio n s , and fo llo w in g  le v e li'p m e n ts  in n iv e s li’ ien l ic m m i  h and at a .y lie
tools

III a d d itio n , i i iv c M in c iii lu a iiagc .'.ic iif t c q t iu is a  s ig .iiilic .m l iiitc ifn c c  w u h  liaek  and m id d le  o l ic e  funetioii.s  

m e h a h iig  lu u d  u c io u n tiu c  kuM n u d il. m anag ing  eustody and b io k e i.o c e  iv la in u i 'h ip s . easii m: n .n ’e iiic iil, 

s id it i t ie s  le n d in g , sateen iid in g  as.ssl.s, ai it c o m p lia n ce  in o u ilo im u

S d ia lc  B ill  M l  vi o n M  d e a ls  the  v q u iv .i.c i’l o l lo u r new fund  . to  m .m .g  . d ie  I m p io y e c  D c lit f *  1 

• uni d u i'io ii is i «s in i , I Its* I u i ; *li iv s'i k s st uc !\vTfr',.iiit- the M i  d u a l  P io g ra in  I m id . and the I Ic a llli 
Ms m d m i'C in c M  V i i i . iu 'd h d i l  I rust.

I l u  I m p 'o v e e  I M in e d  (. o ii tn ’o a tn  u A ie o u n ls  w o u h i Itke lv  o lW ; em ploye*:?  a u a  o l .«!>!> w n le  ta tig e  o l 

in v e  l i i 'd i l  o p t io n ' \ s  a n  iiip a i io n , Ihe  S u pp lem en ta l I k i i e l i l  s  stem  o ile r  a su ite  id  n t a p 'd  oi l i l i  
s ty le  'm ills  and  S e p a ia te  a set cltiss land s  lo i a lo ia l o | ] , o p iu m :- that p a ' lu ip a n u  i iH i Vt .els- t .’ lo ll) .

I *c d d iin ' on  the tin  \  o l investing ! I M yles to  o t le i ,  cat c h in e  Eof and  liirm g  in  vs si me at m a tiiig e is , and  

i v .d u a 'in  • and  is p o rtin g  on  m v e s lm c n l m anager p s ilo r i in m ic  v m  u ld  be a lo i is iJ c ia h lv  o n -ru in g  n m li i ia k m e

SB M l
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W hile Treasury may realize fee economics from existing investment relationships, it is unlikely that the 
contributions in this account can be commingled with existing accounts. Thai means that there would be a 
completely new set o f  accounts for custodial and accounting purposes.

I he Tm ployer Vesting Accounts, the Medical Program bund, and the Health Reimbursement Arrangement 
I rust would all like ly  call for separate custom asset a llocutions.*-\ll three would individually require 

evaluation, reporting, ami periodic portfolio rebalancing. They would also require separate custodial and 
accounting records including monthly financial reporting and audits.

I here is likely  to be an additional consequence o f  the change to a defined contribution plan. Currently there 
is a population o f  participants in SBS and Deferred Compensation that monitor their accounts daily. They 
often have questions w henever there are apparent anomalies in the change in the daily prices o f the options. 
A.> a general rule, we would la y  that members o f  a defined benefit plan are not as price sensitive. I'lie new 
plan w ill greatly increase the number ol individual* who arc monitoring on-line data on a daily basis. This 
w ill correlate directly to a:, ineivasg in the amount o f tune wc spend answering questions.

A laska S tale Pension Investm ent Hoard iiseal note H i  

Alaska R etirem ent M anagem ent Hoard fiscal note S3

fiscal note H i  transfers the existing ASPIH  budgeted funding lo the new A R M  board. I his fiscal note also 
includes the A P M  honid's share of costs expected due to the implementation ot * H  141.

1 1 Vtir. J-Y07 1 'VOX 1 VIW m u } V I I
\S IM H budavied tun ilm e ii ie a l i.ote J. 144.4 4. 1 14 4 4.144.4 4.144.4 4.144.4 1,144.4

Itw ie iu e iiin l vo-ts in  in 5 H I4 I :m> 2 2(.n,2 2n6 2 2 on. 2 1 2rm.2
I to la ! c o 'ls  n il Iiseal note :4 4 .7 '4 ,r. -14 Ida- 4 4 1 <t f> 4.4 to o 4.410.0 4.4 P l.fi

Total lirs! year costs m fiscal note include SI -MU) toi mnnugci selection: SKal.t) lor an audit o f  the 
board i performance consultant ( I Ins audit is .1 new requirement ol S B i- ll It does not have to occur m the 
lust yeari but dniic done we would expert it to occm every •! to 5 years ): >15.0 associated with one 
additional meeting tor organizing and educating the new board members: and X2l>.0 lo: computers anil the 
n ifu  e setup loi the new positions I liese total sl.iil-up costs aie .> '24  tl.

| in -going costs include inie:ag> ncy ehargeb.u 1. to the A R M  loi the cosis o f  Ihe ?  new positions totaling  

S 2J4.5 . li.ive ! ioi the additional bo.ud menibct tll.e  eu n en l boatd lias S nw m beis versus the new board w ith  

b m em bers) as w ell a> mcie.ised iltio lidigeiK e o f  the new fund managers ami ining tor the new stall m tin 

am ount o! S I 5 t r  '  -Jv " lo r the ongoing . > >.; pin m is. in fo rm ation  U c lm olo g ' - I u rg e  backs, supplies and 

11 iv Cslmciit M ib .c n p in  n w iv jees  tor the new siall (these include H looittbeig . Y d v lh o o k , ' s \  I 1 .au! M o od y 's  

and 11 . all w eb). a !> (1 1 cdnv I mu in cm lent cost as ch. el 101 is w ill lie elim inated. ?dp.n pci vein for the
. a leul.itioti o| die new lund. per 01m .11.ee hv an 1 vicinal consultant I liese tela! on eonig costs au  S2bf>.2.



SB N l

S tale Pension C ustody and M anagem ent I ces #4 
A laska R etirem ent M anagem ent Board Fees P5

Fiscal note *4  transfers the budgeted funding o f  the Stale Pension Custody and Management Fees to a new 
Alast dremcnl Management Board l ees component (liscal note -5 )  in the Department o f  Revenue for 
the !M  Board. This component includes the investment management and custody costs o f the existing
defined i iielit plans and w ill not be impacted in the foreseeable future by SB 141. Please note that in a 
delined contribution plan, invest manager lees and custodian eosts are deducted from the individual accounts 
dai!\ (through an adjustment lo the per share price o f  the iiiseslincnls). These eosts are not included in the 
Department's budget.

FY dn F Y 0 7 1 YDS IY 0 9 F Y 10 F Y  11

A S P IB  Custody and M anagem ent Fees 

fiscal Hole /.-I -31 .913 .0 -3 1 ,n t3 .f i - 3 l . t a 3 . f i -3 1 .‘H 3 .fi -3 ld H 3 .f i 31.913.fi

A R M  Hoard Custody anti Management 
Fees fiscal note it 5 3 l .9 l3 . f i 3 id H 3 .f i 31 .913  fi m  .‘H 3 .f i 3 1 .9 1 3.fi 31.913 fi



FISCAL NOTE

STA  TE O E  A L A S K A
2005 L E G I S L A T I V E  S E S S IO N

Revision D a te /Tim e (Note if correction): 
Title An Act relation to TRS and P E R S  creating a 
defined contribution and health reim bursement plans .............
Sponsor
Requester

Senate Finance Comm ittee
Senate Finance Comm ittee

Expenditures/Revenues

Fiscal Note Num ber 

Bill Version:

() Publish Date:

Dept. Affected: 
R D U
Component

REPORTED OUT

A 'J R 0  6  2 0 0 5

SENATE FINANCE 
COMMITEE

CSSB141IFIN)

Administration
Centralized Administrive Services 

Retirement and Benefits

Component No. 

(Thousands of Dollars)

64

Note: Amounts do not include inflation unless otherwise noted below.
O P E R A TIN G  E X P E N D ITU R E S FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

Personal Services 2 7 6 .5 2 2 7 .5 1 6 3 .1 1 63 .1 163.1 163.1

Tiavcl ?7 .5 17.5 3.5 5.0 5.0 5.0

Contractual 667 .0 327.0 352.0 3 97 .0 397.0 397.0

Supplies 18.0 5.0 5.0 5.0 5.0 5.0

Equipment 30 .0

Land & Structures
Grants S Claims
M iscellaneous (Board Restructure) (92.5) (41.5) (121.5) (41 .5 ) (41.5) (41.5)

T O T A L  O P E R A TIN G 936.5 535.5 402.1 5 28 .6 528.6 528. G

C A P IT A L  E X P E N D ITU R E S I

C H A N G E  IN R E V E N U E S  ( ) j |

FU N D  S O U R C E (Ttiousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 1.029.0 577.0 392.7 285.1 142.5 0.0

1U05 G F/P rogram  Receipts
1037 G F/M enta l Health
1029 P E R S (9.0 ) (4 1) (12.1) (4 1) (4.1) (4.1)
1034 TR S (83.5 ) (3 ‘ .4) (109 .4 ) (37 .4 ) (37 .4 ) (37 4)

Other (Specify Type-Do not abbreviate) 130.9 285 .0 4 2 7 .6 570.1

T O TA L 936.5 f  35.5 402.1 5 28 .6 528.6 528.6

E stim ate of any curren t year (FY 2005) cost: ____ ‘ Q
C heck th is  box (X) if fund ing  for this bill is inc luded  in Hie G overno r's  FY 200G b u d g e t p roposal: 

P O S IT IO N S
Fuil-tnne 3 3 3 3 3 3

P.uM iiue 0 0 u <g 0 0

Tem porary 2 1 0 0 0 0

A N A L Y S IS : {A iuch  a scpnmto it necessary)
This bill will create a new defined contribution intircment plan and a health reimbursement arrangement lor 
new employees cf Ihe PER S and TRS hired after the effective date of July 1, 2005. As the new plan 
significantly differs from the current dr lined benefit plans, Ihe division vv.il he required lo reproqr In  its 
computer systems, set up and account fcr two new plans, create new plan publications and forms, tram staff, 
employe1- contacts and new members, create new employee benefit education methods on the web. benefi 
seminars and one on one appointments, and to contract for financial planning services for members of the 
new (Jan The fiscal note assumes lund manager fees, custody, and record keeper's individual account fees 
are separate It further assumes that cost reductions lor ihe F'ERS and TRS Boards will be partially offsut b 
payments to the Office of Administrative Hearings to conduct disability hearings, previously conducted hy tl.c 
boards.

Prepared by. Melanin Millhnrn, Director___________________________________________  Phone 4 i.5 -4408
Division Retirem ent and Bonefits D ate/T im e 4 /5 /0 5 1 25 PM

Approved by Mike Tibbies, Deputy Cum m nsionei______________    Date 4 /5 /2005
Agency Dep.ntm ent of A d m in is tra tion ______________________________________

r, * • !»'# I . • 4 OW0I Pago 1 of 2



FISC A L  N O T E

A N A LYSIS  C O N TIN U A TIO N

The estimated administrative costs lo the division by fiscal year are as follows:

STATE OF ALASKA HILL NO. CSSBHI(FIN)
2005 LEG ISLA TIV E SESSION

FY 2006 FY 2007 FY 2008 FY 09-11
PERSO NAL SERVICES:

1 - Non Perm Analysl-Pgmr III - DC-Eenefils Sys - R 16 64.4 64.4 64.4 64.4
1 - Accountant II - Range 16 52.0 52.0 52.0 52.0
1 - R&B Tech I/ll - ER Rpting / C ontril. Recon. - Range 12 46.7 46.7 46.7 46.7
1-Non Permanent Publications Tech I or Spec I - Range 13 49.0 0.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0

276.5 227.5 163.1 163.1
TRAVEL:

Employer Reporting Software Upgrade Install & Help 30.0 15.0 0.0 0.0
Employer Plan Education 7.5 0.0 0.0 0.0
Regional Counselor travel 0.0 2.5 3.5 5.0

37.5 17.5 3.5 5.0
CONTRACTUAL:

Communications & Poslage 32.0 17.0 17.0 17.0
Computer System Redesign (EsI. 2 ,SCO hours in FY06) 320.0 30.0 30.0 30.0
Audit, Accting, Tax, Benefits Consulting, Legal 100.0 75.0 50.0 50.0
Training \ Risk Management 15.0 5.0 5.0 0.0
Employee financial planning services 150.0 200.0 250.0 300.0

667.0 327.0 352.0 397.0

SUPPLIES: Office supplies, calculators, desk-top software 18.0 5.0 5.0 5.0
EQ U IPM ENT: Workstation 4. cubicle, chairs, file cabinets, computers,

telephone, sel-up costs 30 0 0.0 0.0 0.0

M ISC ELLA NEO U S (BOARD R EC O N FIG U R ATIO N, HEARINGS)
Board Mem ber Election 2006/2008 -80.0 0.0 -80.0 0.0
Board Training -1 5.0 -15 0 -15.0 -15 0
Board Attorney -40.5 -40 5 -40.5 -40.5
Travel Members/Staff -24 ,0 -24.0 -24.0 -24.0
I lonorarium/Bc « r |  Members -29.0 -2y.o •29.0 -29.0
Na'ional Seminars (NASRA - KCTR) -20.0 -20.0 -20.0 -20 0
Disability Honringr.--Officci of Admuiistra.ivu 1 leanngs 116 0 87.0 67,0 87 0

-92.5 -41.5 -121.5 -41.5

TOTAL 936.5  535.5 402 1 528.6

The above funding source is initially listed as General Fund because the exiling tiers of PERS /  TR S are Defined 
Benefit plans, and the prison! DC plans. SBS and DCP arc legally separate from the intended plan. II is assumed tlu t 
by F Y20U8. as more employees are hired into '.he new tiers, that program costs will be funded through an assessment 
on DC accounts, similar lo the SBC program currently in place General funds will be reduced 25%  per year from 
FY2UU8-2Q11

The now plan effective dale is July 1, 2005. I hereforh, slarlup costs will stall in FY 05. The stoiluo costs are not costs 
ol the PURS and TRS Defined Benefit plans Tiers 1. 2. and 3 arc logic ally related, however, tier ■  PFR S and Tier 3 
I RS would not be. The purpose of Ihu bill is lo separate the DB and DC side. A legal opinion wus sought lo determine 
how the funding and accounting rioeds lb occur for tho new DC plan



FISCAL NOTE
At-*R 0 6 2005

SENATE FINANCE  
COMM ITEE

ST A TE OF A L A SK A
2005 L E G ISLA TIV E SESSION

Revision Daten~ime (Note if correction):__________
Title  An Act relating to the teachers' and pu

Fiscal Note Number: 

Bill Version:

() Publish Dato:

Dept. Affected:
’ r d u

SB 141

Administration
Central Administrative Services

Com ponent Office of Administrative Hearings
Sponsor
Requester

S enate  Finance Committee
S enate  Finance Committee

Expenditures/R evonues

Com ponent No. 

(Thousands of Dollars)

2771

Note: Amounts do not include inflation unless otherwise noted below.
O P E R A TIN G  E X P E N D IT U R E S FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

Personal Services  

Travel 
Contractual 
Supplies 

Eguipment 
Land & Structures 

Grants & Claims 

Miscellaneous

98.0 74 .0 74.0 7 4 .0 74.0 74.0

4.0 4 .0 4.0 4 .0 4 .0 4.0
11.0 8 .0 8.0 8.0 8.0 8.0

1.0 1.0 1.0 1.0 1.0 1.0
2.0

T O T A L  O P E R A TIN G 116.0 87.0 87.0 87 .0 87.0 87.0

C A P IT A L  E X P E N D IT U R E S  | I

C H A N G E  IN R E V E N U E S  ( ) I I I

F U N D  S O U R C E  (Thousands of Dollars)
1002 Federal Receipts  
10C3 GF Match  
1004 GF
1007 Interagency Recoipls 116.0 87 .0 87 .0 87 .0 87 .0 87 .0

1037 G F/M ental Health
O ther (Specify Type-Do not abbreviate) Int

T O T A L 116.0 87.0 87 .0 87 .0 87.0 87.0

E stim ato  o f any cu rren t year (FY 2005) cost: 0 .0
M ark  tn is box (X) if fun d in g  fo r this bill is inc luded  in the G o vern o r's  FY 200G b udgot p ro p o sa l: I I

P O S IT IO N S
Full-time 1
Part-tim e 1 1 1 1 1

Tem porary

A N A L Y S IS : (Attach a s v p v a lo  patio i f  nocossary)
This bill tranfers to the Office of Admininslralive Hearings (OAH) adjudicatory hearing functions now 
performed by the PER S and TRS boards with assistance from contmct legal counsel, OAH would conduct 
hearings, exercise uquilable powers, and issue final decisions, as woll as perform ancillary pre-hearing 
functions presently performed by staff of the Division of Retirement and Benefits.

The numbers of cases referred and hearings cc Tuotrd, as woll as the number that might be resolved 
through alternative dispute resolution or un motions without an evidentiary hearing, like'y wnuld vary 
somewhat each year. To handle Ih e  additional caseload, OAH likely would need lo add to the 
A d m in is tra te  Law Judge (ALJ) staff a 3/4 PP7 in all yoars except in FY 06, when an ALJ PFT would be 
needed due lo the existing backlog of approximately 150 cases likely to carry over into FY 06.____________

P repared by: Terry L. T hurborl Chief Admin'slralivo Law  Judge (Acting)_______ Phono 4G5-1B8G
Division Offico of Administrative Hearings_________________________________  DaloATimo '3/2')/Ob 11:20 AM

Approved by M ichael A. Tibhlos. Dc-puiy Commissioner________________________ D ale  3 /2 9 /2 0 0 5 ________
Agency Departm ent of Administration____________________________________

.04 OVU) Pagu 1 of 1



REPORTED o u t

FISCAL NOTE

S T A T E  O F A L A S K A
2005 L E G IS L A T IV E  SE SSIO N

Revision Date/Time (Note if correction): 
Title *An Act relating to to the teachers'
and public employees' retirement systems..."
Sponsor
Requester

Senate Finance Committee
Senate Finance Committee

Expenditures/Revenues

Fiscal Note Number: 
Bill Version:
() Publish Date:

Dept. Affected:
|RDU _______
Component _______

SB 141

A PR 0 6 2005  

s e n a t e  f in a n c e
 CO M M ITEF

3/14/2005

Administration

Component No. 

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land 8 Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

FUND CAPITALIZATION_____________ | 69.531.8 |

CHANGE IN REVENUES ( )

FUND SOURCE________________________________________________(Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1029 PERS Trust
1034 Teach Ret

69,531.8

TOTAL 69.531.8 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal: I

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach «i sepita ta  page it naressary)

This fiscal note appropriates Sn9.531.800 from the general fund lo the PERS and TRS trust lurids:

Public Employees’ Retirement System (Fund Code 1029): ?G7,158.3 
Teacher' Retirement System (Fund Code 1034): $2,373.5

This is the amount required to hold tho participating employers harmless from the 5% increase to thu 
employer contribution that is effective July 1, 2005 for tho 2000 fiscal year. The employer cost for school 
districts is handled in HB 1. 

See attached summary and dotail sheets tor the PLRS and TRS participating employers.

Prepared by: Senate Finance Commiltoo__________________________________  Phono 465-6600
Division fJatc-n imo 3/17/05 8:24 AM

Approved b y : ___________________________________________________________________Dali!_3/17/2005__________
Agency___________________________________________________________________

in.. *.j omui P a g o  1 u l_ 1 _



Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS)

Composite Employer Contribution Rote - Active Employers
ESTIMATED FY 06 - 07 - 08 - 09 - Change in Employer Contribution (In Dollars)
(Basod on 2004 Valuation; Juno 30, 2003 Financials)

3/1G/2005 7:53 Fiscal Year 2006 Fiscal Year 2007 Fiscal Year 2008 Fiscal Year 2009
V02

AVE TOTAL AVE TOTAL AVE TOTAL AVE TOTAL
ER Increase Contrib. Incroaso Conlrib. Increase Conlrib. Incroaso Conlrib.

Fund Num Employer

TOTAL BOTH PERS AND TRS 108,042.63C 386,448,932 111,686,411 510,881,144 115,684,006 644,731,842 48,407,834 716,695,197

TOTAL PERS AND TRS FOR STATE, POLITICAL SUBDIVISIONS, AND SCHOOL DISTRICTS
POLITICAL SUBDIVISIONS 10,426,926 55,913,660 19,117,936 77,128,359 19,034,859 99,855,531 3,996,494 107,706,448
SCHOOL DISTRICTS J l ^ i  w B i _*i 30,510,745 151,099,097 39,581,491 194,745,319 40,890,935 242,029,923 31,260,039 201,411,389
STATE OF ALASKA 39,966,574 142,083,708 41,460,806 108,053,693 43,013,516 230,938,450 8,939,278 257.C8G.305
UNIVERSITY 7.769.429 26,326,093 0,032,460 35,227,657 0,320,609 44,001,044 3,386,468 49,026,975

696.031,118104,673,675 375,423,359 108,192,693 495,955,028 112,059,999 625,625,756 47,582,270

TOTAL PERS AND TRS FOR ALL OTHERS
ALASKA HOUSING FINANCE CORPORATION 798,115 2,576,315 028,044 3,500,971 059,096 4,491,353 173,090 4,037,017
ALASKA MUNICIPAL LEAGUE 16,035 129,848 10,636 151,354 17,260 174,209 3,478 104,494
ALEUTIAN HOUSING AUTHORITY 26,172 100,292 27,154 131,207 20,172 164,300 5,676 176,318
ALEUTIANS W EST CRSA 2,017 12,140 2,923 15,527 3,033 19,142 611 20,492
ANCHORAGE PARKING AUTHORITY 52,900 150,024 54,884 210,533 56,942 275,370 11,473 297,472
BARANOF ISLAND HA 2 3 ,64 f 72,875 24,532 100,140 25,452 129,347 5,120 139,4G8
BARTLETT REGIONAL HOSPITAL 890,282 2,872,049 923,667 3,903,418 958,305 5,008,100 193,007 5,394,500
BERING STRAITS CRSA 3,546 23,248 3,679 27,799 3,017 32,658 769 34,688
BERING STRAITS RHA 55,837 213,298 57,931 279,220 60,104 349,003 12,110 375,415
BHISTOL BAY RHA 57,56? 203,311 59,721 270.65G 61,961 342.766 12,484 360,401
COOK INLET HOUSING AUTHORITY 134,066 466,283 139,094 622,862 144,310 790,529 29,077 850,120
COPPER RIVER BASIN RHA 27,790 90,900 28,841 123,150 29,922 157,090 6,029 169,806

1 CORDOVA COM MUNITY MEDICAL CENTER 131,150 397,121 130,068 548.081 141,170 709,804 28,444 765.647
ILISAGVIK COLLEGE 206,157 63B.263 213,888 876,086 221,909 1,130,848 44,712 1,219,211
INTERIOR HHA 52,437 104,474 54,403 245,795 56,444 311,456 1 1.373 334,051
INTER-ISLAND FERRY AUTHORITY G.G05 20,582 6,053 28,206 7,110 36,374 1,433 39,211

INO M E JOINT UTILITY SYSTEM 50,792 101,584 52.C97 158,090 54,673 210,092 11,016 238,149
NORTH PACIFIC FISHERY MGMT COUNCIL 57,725 20C.271 59,809 275,971 62,135 340,455 12,520 374,425
NORTH PACIFIC RIM HA 48,977 162,408 50,814 219,313 52,719 200,256 10,622 301,697
NORTHW EST INUPIAT HOUSING AUTHORITY 20,131 86,757 29,186 119,197 30,201 153,947 0,101 1G5.991
PETERSBURG MEDICAL CENTER 149,103 32B.027 154,095 495,023 160,496 674,082 32,338 732.439
SAXMAN SEAPORT 1,990 7 639 2,070 9,996 2.148 12,518 433 13,434
SITKA COMMUNITY HOSPITAL 225,166 763,762 233,CIO 1,026,013 242,370 1,306,059 40,035 1,400,130
SOUTHEAST REGIONAL RESOURCE CENTER 136,869 475,538 141.276 631.599 146,241 799,794 73,207 901,629
iSPECIAL EDUCATION SERVICE AGENCY 84,203 326,902 06,590 422,165 09,445 525,405 09,562 612,514
TLINGIT-HAIDA RHA 100,793 413,054 104,573 533,739 100,494 002,240 21,060 709,071

3,368,960 11,025,574 3,493,717 14,926,116 3,624,007 19.10G.086 825.556 20,664,079

Infoirm linri provided by Division o l hotiromcnt mid IJonotits I nl 1



Public Employees' Retirement System (PERS) & Teachers' Retirement Systen ( RS)^

Composite Employer Contribution Rate - Active Em ployers _________________
ESTIMATED FY OG - 07 - OB - 09 - Change In Employer Contribution_________________
(Basod on~2004 Valuation; Juno 30, 2003 Financials)__________________________________________ ________

(In Dollars)

Fiscal Yoar 2009Fiscal Yoar 2007Fiscal Yoar 20003/16/2005 7:50

TOTALTOTALTOTAL
Contrib.

TOTALAVE _  
Increase

Conlrlb,IncroasoContrib,IncroasoIncroasoContrib,

Employer

•'•KUTAN, CITY OF 
la LEUTIANS EAST BOROUGH ' 
ALLAKAKET. CITY OF 
ANCHORAGE. MUNICIPALITY OF
ANDERSON. CITY O F _________
ANGOON. CITY'OF______________
ATKA, CITY OF _  _______
BARROW, CITY O F __________
BETHEL, CITY OF
BRISTOL BAY BO R O U G H _______

PERS
PERS
PERS
PERS'
PERS
PERS
PERS
PERS
PERS
PERS

CORDOVA. CITY OFPERS
PERS
PERS

CRAIG. CITY OF _____
DELTA JUNCTION, CITY OF
DENALI BOROUGH _________
DILLINGHAM. C ITY OF_______________
EGEGIK, CITY OF
ELIM, CITY OF_______________________
FAIRBANKS NORTH STAR BOROUGH
FAIRBANKS, C ITY OF _________
FORT YUKON, CITY O F __________
GALENA. CITY OF___________

PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS HAINES BOROUGH

HOMER, CITY OF
HOONAH. CITY OF _____
HOOPER BAY, CITY OF 
HUSLIA, CITY OF
JUNEAU. CITY AND BOROUGH OF
KACHEMAK, CITY OF_  _________
KAKE, CITY OF
KALTAG, CI1Y OF
KENAI PENINSULA BOROUGH

PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS

KENAI. CITY OF
KETCHIKAN GATEW AY BOROUGH 
KETCHIKAN, CITY OF 
KING COVE. CI1Y OF 
KLAWOCK. CITY OF 
KODIAK ISLAND BOROUGH  
KODIAK, CITY OF '  ______

PERS 115 
PERS 122 
PERS 1B1 
PERS 151 
PERS 227 
PERS 174 
PERS 120 
rE R S  140 
PERS 207

KOTZEBUE. CITY Ol 
KOYUK, CITY OF
LAKE AND PENINSUt A BOROUGHPE nS l 247

Information provided by Division ol Rol'ronipMt and Benefits
1 ol /



Public Employees' Retirement System (PERS) & Teachers' Retirement Systern ( j?S)_ 

Composite Employer Contribution Rate - Active Employers
ESTIMATED FY 06 - 07 - 08 - 09 - Change in Employer Contribution
(Based on 2004 Valuation; June 30, 2003 Financials)

ER
Nurn

3/16/2005 7:50

V02

Fiscal Year 2006

AVE
Incroaso

TOTAL
Contrib.

(In Dollars)

Fiscal Year 2007

AVE
Incroaso

TOTAL
Conlrib,

Fiscal Year 2008

AVE
Increase

TOTAL
Conlrib.

Fiscal Yoar 2009

AVE
Incroaso

TOTAL
Contiib.

PERS
PERS
PERS
PERS

100
193
139

MATANUSKA-SUSITNA BOROUGH
NENANA. CITY OF _________ ^
NOME. CITY OF _____

490,101
19,308

1,586 530
75.458

514,704
20,115

2,160.729
90,403

534.006
20,869

2.775.762

129,462 271,870 134.317 416,382

241 NOORVIK, CITY OF 10,250 52.559 10,934 73.465

PERS 191 NORTH POLE, CITY OF 107,535 322,604 111,507 446,269

139,354 
19,644 

115,751

122,962
571,350

107.596
4,205

2.990,502
131,913

28,078
95,864

578,755
3,958

621,402
103.522

23,322

PERS
PERS
PERS
PERS
PERS

145
'220

NORTH SLOPE BOROUGH ____
NORTHW EST ARCTIC BOROUGH

2,458,409
3G.340

6,214.059
104,151

2,550.600
37,703

0,990.515
145,760

2.646,247
39,117

11,982,207 533.180
624,410

12.977.900

190.343 7,882

_134_
200

PALMER, CITY OF
PELICAN. CITY OF

J32.9G 7
6,559

493.041 137,953 649.403 143,126 010,905 20,838

143 PETERSBURG. CITY OF 190,490
10,181

934,095
0,805

205.934
25,668 7.0G0

1,175,058

PERS
PERS

_26G_
216

QUINHAGAK. CITY OF 
RUBY, CITY OF

1,552 5,380 1,610 7,192

PERS
PERS
PERS
PERS

_25G_
_214_
_172_

176
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS

19B 
222 

"286 ' 
1 0 2 "  

120

SAINT GEORGE, CITY OF^ 
SAINT MARY'S. CITY OF
SAINT PAUL. C ITY O F ____
SAND POINT, CITY OF  
SAXMAN, CITY OF _____

G.153 
10,980 
15,095

22,153 6,384
52,330
G4.341

SELAWICK. CITY OF
SELDOVIA. CITY OF 
SEWARD. CITY OF

70,881
39,312
21.534

4.01G
4,997

175,077
95,214

_141,430
12,060
10,411

192,943

SITKA. CITY AND BOROUGH OF_______
SKAGWAY. CITY OF " ______________________

131
2 0 2 "

J 3 5
240

SOLDO! NA, CITY OF 
TANANA. CITY OF 
THORNE BAY, CITY OF 
TOKSOOK BAY, CITY OF 
UNALAKLEET, CITY OF 
UNALASKA. CITY OF 
VALDEZ. CITY OF 
WASILLA. CITY OF 
W HITTIER, CITY OF 
WHANGEI.L, CITY OF

371,607
72.524

139,47?
11,2051
14,5131

881

530,207 
1,413,591 

284,729
403,357

40,600
43,030

YAKUTAT. CITY AND BOROUGH OF
Subtotal: Political Subs PERS

13.G98
 493,130

255,019
173,593
4 8 ,97 /

125,054
22,773

18,426,926

2.644
4 0 7 2 8

19,700 
" 16,491 
73,539

 40.7BG
22,342

4,167
5,185

200,170
305.542

75,244
144,704

11,708
15,05/

914

29,368
73 ,j 92
83.245

'213 ,656
1,671
6,624

20.43B

33,690
'1,432,778

9,133
37,092
97,205

1,423
43.049

337
1,335

17,109 103.47G
4,110
3.447

 205,571
877,330

36.413
1,531,133

9,022
39,859

105.075
110,917

255,182
135,571

76,297 341,040

169,004
17,509
21,174

750,2GB
1,052,143 

370,650 
_5G3,187 

60,064 
CO,531 

3,657

42,316
23,100
‘4,323
5,379

207,685
400.000

78,065

187,121
198,805

J  5,373  
8.526
4,670

22.400 871

369,586
202.870
210,941

24,227

27,347
988,087

1,084
41.04G

2,321,597
462,615

00,595

J/>H 5,517
711.133
570,773

97.954

14.212 
511 .Gn2

420.055  
E5 536 

55,913,660

265,205
180,103
50,814

130,573
23,627

19,117,936

56,478  
2,280.346  
1.003,005 

772.280  
152.441 

_ ‘ 507,211 
112 370 

77,128,359

 150,130
12,147 
15,622 

949 
14.745

 530,800
275,150  
186 85G 
52,719 

135,470 
24,513 

19,834 859

734,437
15,729
30,249

74,404
'7 0 ,4 2 2

4,743
73.340

2.075.917
1.315.7CB

983.P97
210,877
/23.951
141,006

99,855,531

2,448  
3,140  

" 191
2,371 

10G.952

29,406  
1,065,996 
2,491,806  

496,201 
793,035  

79,785  
04,597  

5,1 17

55,440
37.649
10.622
27.2PG

4.930
3.99G.494

79,142  
3,093,079  
1,421,99G 
1.063,807 
_229,639 
779,191 
151,482 

107,706.448

Information provided by Division o l Rniirrnnonl and b c ’olils
P ol 7



Public Employees' Retirement System (PERS) & Teacncrs1 Retirement System (

Composite Employer Contribution Rate - Active Employers
ESTIMATED FY OG - 07 - 08 - 09 - Change in Employer Contribution
(Bnsod on 2004 Valuation; June 30. 2003 Financials)

ER

3/16/2005 7:50

V02

Fiscal Year 200G

AVE
Increaso

TOTAL
Conlrib.

RS)

(In Dollars)

Fiscal Year 2007

AVE
Incroaso

TOTAL
Conlrib.

Fiscal Year 2000

AVE
Incroaso

TOTAL
Conlrib.

Fiscal Year 2009

AVE
Increaso

TOTAL
Conlrib.

PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS

152 
_106 

267 “ 
‘ 245 

203_ 
*201

ALASKA HOUSING FINANCE CORPORATION 79B.I15

ALASKA MUNICIPAL LEAGUE____
ALEUTIAN HOUSING AUTHORITY

~ 16,035 
26,172

’ 2*576,315 
129,840

020,044 3,500,971
16,636 151,354

B59.09G
17,260

4,491,353 173,098 4,037,017

100,292 27,154 131,207

ALEUTIANS W EST CRSA  
ANCHORAGE PARKING AUTHORITY

2,017
52,900

12,148
150,024

BARANOF ISLAND HA 23,645 72,075

2,923
54,004
24,532

15,527
28,172

3,033

174,209
164,300

3,470
,676

19,142 G11

210,533
100,140

56,942 275,370 11,473

184,494 
176,318 
2 0 /  J2 

297,472

25.452

219 BARTLETT REGIONAL HOSPITAL 890,202

232_
”270
223
262
224“

BERING STRAITS CRSA
BERING STRAITS RHA 
BRISTOL BAY RHA

3.54G
55,037

_2,072,O49
23,248

923,667
3,679

3.903.410 958,305
27,799 3,817

57,562

COOK INLET HOUSING AUTHORITY 134.066

“COPPER RIVER BASIN RHA
J 6 3 _
275

CORDOVA COMMUNITY MEDICAL CENTER
27,790

’ 31,150

213,298
203,311
46G.203

90,900
397,121

57,931
 59,721

139,094
28.B41

279,220 60,104

129,347
'5 ,008 ,100

32,658
349,003

5,128
193.UH/

769

139,460

12,110

5.394,500
34,608

375,415

270,656
622,862

ILISAGViK COLLEGE
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS

263
28<T

'175

INTERIOR RHA
INTER-ISLAND FERRY AUTHORITY

J 7 0
276

“20fl“
J07
278
165

NOME JOINT UTILITY SYST EM
NORTH PACIFIC FISHERY MGMT COUNCIL

206,157
52.437

6,605
50.792
57,725

630,263
136,060
213.888

123,150
540,081
876,086

61.9G1
144,310
29,922

141,170

342.766
790,529
157,690

12.4B4 
29,077  
' 0,029

368.481
850,120

709,804 20,444

J84 .474
20.582

54.403 245,795
221,909

56,444
1,130,848

311,456
44,712
11,373

PERS
PERS
PERS

279
J 6 7
218

NORTH PACIFIC RIM HA
NORTHW EST INUPIAT HOUSING AUTHORITY
PETERSBURG MEDICAL C E N TE R  _
SAXMAN SEAPORT _    .
SITKA COMMUNITY HOSPITAL _______
TLINGIT-HAIDA R H A ___
SOUTHEAST REGIONAL RESOURCE CENTER  
SPECIAL EDUCATION SERVICE AGENCY

Subtotal: Other PERS

40.977
28.131

149,103
1.996

225,166
100,793
86.01?
25,409

3,260,030

PERS
P LR b i

I 101
113

ALASKA,STATE OF 
UNIVERSITY OF ALASKA 

Subtotal: Stale & Unlv PERS

39,655,236 
5.016.153 

45,471,3B8i

101,584
_20B,271 

*62,408  
_  06,757 

320,027

6,053
52.097
59,809
50,1.14
29,186

154.6J5

28,206
150.090
275,971
219.313
119.197

7,639
763,762
413,654
205,298

79,652
10,568,064

2,070
233,610
104.573
90,008
26.362

3.3B2.2B1

495,023 
'  9.99U 

1.026,013 
53 <.739 
365,315

 108.980
14,346,647

7,110
54,673
62,135
52.719
30,201“

160,496
2,140

36,374 1,433
218,692 11,016
348,455
280,250
153,947
674,002

242,370
100,494
93,445
27,350

3,509,116

12.5 IB 
1.306.859

 662,240
472,459
140,417

18,393,763

12,520 
10,622 
6,101 

32,330  
433  

48~835 
21,060  

J  1B.82B 
“ 5,511 
707,046

169.006
 765,647
1,219,211 

334,851 
39,211 

238,149 
374.425 

^  301,697 
165.991
732,439

13,434
1,406,138

 709,671
509.525
151.348

19,810,808

1 40 .7 /6 ,00 /
10.123,132

15B.899.219

41,142,307  
G,034,250  

47,176,566

187,197.498
24.837.007

212.034.505

42,685,144 
G,260,543 

48,945,687

236,902.548
32.020,938

268.931.486

0.600.561
1,261.427
9,861,988

254,647,547  
34.526.60?  

289,174,229

Inlorninlion (provided b> Division ol Rollronipnl and PonuMs
3 el 7



Public Employees' Retirement System (PERS) & Teachers' Retirement System ^ j jS )

Composite Employer Contribution Rate - Active Employ e r s  t__________
ESTIMATED FY 1)6 - 07 - 08 - 09 - Change in Employer Contribution_________________
(Based on 2004 Valuation; Juno 3072003 Financials)___________________________________________________

(In Dollars)

Fiscal Year 200G3/1G/2005 7:50

TOTAL
Conlrib.

TOTAL
Conlrib.

TOTALTOTAL IncroasoIncroasoConlrib.IncroasoConlrlb.Increase

Employer

ALASKA GATEWAY SD__________________
ALEUTIAN REGION SD ______________

- ALEUTIANS'EAST BOROUGH SD________
"ANCHORAGESD ~ _______________
' ANNETTE ISLAND S D _________________

BERING STRAIT S D ______________
BRISTOL BAY BOROUGH SD___________
CHATHAM S D ____________________

' CHUGACHSD
COPPER"RIVER SD ~ ________________
CORDOVA CITY S D _________________
CRAIG CITY SD " _________________

' DELTA/GPEELY SD ' _________________
DENALI 30RUUGH SD_________________
DILLINGHAM CITY SD 

' FAIRBANKS NORTH STAR BOROUGH SD
GALENA CITY SD______________________
HAINES BOROUGH SD
HOONAH CITY SD ____ ________
HYDABURG CITY S D ____________
IDITAROD AREA SD
JUNEAU BOROUGH SD ______________
KAKE CITY SD 
KASHUNAMIUT SD 
KENAI PENINSULA BOROUGH SD 
KETCHIKAN GATEWAY BOROUGH SD 

iKLAWOCK CITY SD 
KODIAK ISLAND BOROUGH SD 
KUSPUK SD
LAKE AND PF.NINSULA BOROUGH SD
LOVVEn KUSKOKWIM SD
LOW ER YUKON SD
MATANUSKA-SUSITNA BOROUGH SD
NENANA CITY SD
NOME CITY SD
NORTH SLOPE BOROUGH SD
NORTHWEST ARCTIC BOROUGH GD
PELICAN CITY SD
PETERSBURG Cl IY  SD
PHIDIt OF SD ___________

PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS

Information prcvidod by Division ol floliromont and DcnoMs



Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS)

Composite Employer Contribution Rate - Active Employers
ESTIMATED FY 06 - 07 - 08 - 09 - Change in Employer Contribution (In Dollars)
(Base d on 2004 Valuation; June 30. 2003 Financials)

3/16/2005 7:50 Fiscal Year 2006 Fiscal Year 2007 Fiscal Year 2008 Fiscal Year 2009
V02

AVE TOTAL AVE TOTAL AVE T O T A L . AVE TOTAL
ER Incroaso Conlrib. Incroaso Conlrib. Incroaso Conlrib. Incroaso Conlrib.

Fund Num Employor

PERS 221 SAINT MARY'S SD 21.240 42.401 22,037 66,111 22,863 91,453 4,607 99,590
PERS 133 SITKA BOROUGH SD 94,373 359,372 97,912 470,761 101,504 509,990 20,468 633,240
PERS
PERS

225 SKAGWAY CITY SD 18.464 75,111 19,156 97,004 19,875 120,599 4,005 129,259
155 SOUTHEAST ISLAND SD 50,437 207,296 52,328 267,390 54,291 331,716 10,939 355,459

PERS 102 SOUTHW EST REGION SD 143,610 439,471 149,004 604,955 154,591 702,232 31,148 043,575
PERS 160 TANANA SD 0,091 47,414 0,395 57,507 8,709 60,456 1,755 72,053
PERS 209 UNALASKA CITY SD 47,907 170,257 49,706 226,420 51,653 206,573 10,400 300,042
PERS 137 VALDEZ CITY SD 06,400 170,040 09,640 275,195 93,002 378,517 10,739 411.066
PERS 146 WRANGELL PUBLIC SD 42,610 127,514 44,217 176,513 45,075 229,007 9,243 247.090
PERS
PERS

264 YAKUTAT SD 19,499 70,041 20,230 92,098 20,909 117,371 4,229 126,130
160 YU K O N /K O Y U K U K  SD 109,970 219,941 114,094 342,203 110,373 473,492 23,051 515,619

PERS 159 YUKON FLATS SD 65,909 131,010 68,301 205,142 70.945 283,779 14,295 309,020
PERS 195 YUPIIT SD 109,492 297,160

-
113,598 421,902 117,050 555,500 23,747 600,773

Subtotal: School District PERS 12,213,786 40,651,869 12,679,702 54,856,016 13,155,191 70,068,307 2,650,618 75,423,562

TOTAL PERS 79,372,131 266,032,812 82,356,404 358,365,527 05.444.B52 457,249,086 17,216,147 492,115,048

Ifhui.iKiiiOn provided by Division o l Retirement anrJ Benefits 5 o l 7



Public Employees' Retirement S ysto mJPER S )_&T cache r s^Re t i rc ment_S ystcn i ( T  R S) ---------------

Composite Employer Contribution Rote - Active Employers_________________________________________
ESTIMATED FY 06 - 07 - 08 - 09 - Change In Employer Contribution________________________ (ln Dollars)

(Based on 2004 Valuation, June 30, 2003 Finoncials)---------------------------------------- -------------------------------------------------------------------------------

 -----------  3 /10/2005 7 * 5 -  ^fscal Year 2006 I  Z j^ c a 'Y o 'a r  ^ 0 7 ^ 1

----------------------- V02------------------    xoT aT  AVE TOTAL

Fiscal Year 2009Fiscal Year 2008

TOTAL3 1TAL
Conlrib. Conlrib.IncroasoIncroasoConlrib.IncroasoConlrib.Incroaso

Employe

ALASKA GATEW AY S D ________________
ALEUTIAN REGION SD
ALEUTIANS EAST BOROUGH SD________
ANCHORAGE SD ________________
ANNETTE ISLAND S D ___________
BERING STRAIT SD
BRISTOL BAY BOROUGH SD____________
CHATHAM SD  _____________
CHUGACH SD'
COPPER RIVER SO
CORDOVA CITY SD ____________________
CRAIG CITY SD __________________
DELTA/GRCELY SD
DENALI DOROUGH SD
DILLINGHAM CITY SD
FAIRBANKS NORTH STAR BOROUGH SD
GALENA CITY SD ____________
HAINES BOROUGH SD  
HOONAH CITY SD 
HYDAUURG CIT /  SD
ID 1 TAROD AREA SD
JUNEAU BOROUGH SD
KAKE CITY SD
KASHUNAMIUT SD
KENAI PENINSULA BOROUGH SD
KETCHIKAN GATEWAY BOROUGH SD
K AW OGK CITY SD
KODIAK ISLAND BOROUGH SD
r.U S PJK  SD
LAKE AND PENINSULA BOROUGH SD
LOW ER KUSKOKWIM SD
LOW ER YUKON SD
MATANUSKA SUSITNA BOROUGH SD
NL NANA Cl TYCO
NOME C R Y S D
NORTH SLOPE BO RO UnH SD
NOHTHW EST ARC11C BOROUGH SD
PELICAN CITY SD
E’E T tH S B U H U C Il Y SD
PRIBILOE SD___________

Information providod by Division of Retirement and BonnMr,



Public Employees' Retirement System (PERS) & Teachers' Retirement System ( RS)

Composite Employer Contribution Rote - Active Employers_________________ ______
ESTIMATED FY~06~^07- 0 8 - 09 - Change In Employer Contribution_________________
(Based on 2004 Valuation; Juno 3 0 ,2 0 03 Financials)___________________________________________________

(In Dollars)

Fiscal Yoar 200G3 / IG/2005 7:50 

V02 TOTAL
Conlrib.

TOTALAVE
Incroaso

TOTALAVE
Incroaso

TOTAL_ AVE
Incroaso

IncroasoConlrib.Conlrib.

Employor

SAINT MARY'S SD
SITKA BOROUGH SD 
SKAGWAY CITY SD 
SOUTHEAST ISLAND SD
SOUTHW EST REGION SD
TANANA SD_____________ "
UNALAStsA CITY SD______
VALDEZ CITY SD
WRANGELL PUBLIC SD 
YAKUTAT SD
YUK ON /K OYUKIJK SD  
YUKON FLATS SD 
Y U P IITS D

Subtotal: School District TRS

ALASKA DEPARIM GN T O F EDUCATION  
UNIVERSITY OF ALASKA 
SOUTHEAST REGIONAL RESOURCE CLNTEP  
SPECIAL EDUCATION SERVICE AGENCY

Subtol.il: Other TRS

TO TALTRS

TOTAL BOTH PERS AND TRS

Information provided by Division ol flnlirrmtunl and Untii'Ms
7 ol 7
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FISCAL NOTE

STATE OF ALA SK A
2005 LEG ISLATIVE SESSION

Revision Date/Timo (Note if correction): 
Title An Act relation to TRS and PERS creating a 
defined contribution and health reimbursement plans .............
Sponsor
Requester

Senate Finance Committee
Senate Finance Committee

Expenditures/R evenues

Fiscal Note Number: 

Bill Version:
() Publish Date:

Dept. Affected: 
RDU
Component

Component No. 

(Thousands of Dollars)

SB141-DOA-RB-03-15-05

Statewide
Statewide
Statewide

Note: Amounts do not include inflation unless o ther1 iso noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous (Board Reoac

2 7 6 .5 22 7 .5 163.1 163.1 163.1 163.1
37.5 17.5 3.5 5.0 5.0 5.0

667.0 327.0 352.0 397.0 397.0 397.0
18.0 5.0 5.0 5.0 5.0 5.0
30.0

(208.5) (128.5) (208.5) (128.5) (128.5) (128.5)
TOTAL OPERATING 820.5 448.5 315.1 441.6 441.6 441.6

CAPITAL EXPENDITURES__________

CHANGE IN REVENUES ( ) f

FUND SOURCE__________________________________________________ (Thousands uf Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

820.5 448.5 315.1 441.6 441.6 441.6

TOTAL 820.5 448.5 315.1 441.6 441.6 441.6

Estimate of any curront year (FY2005) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal: I j

POSITIONS
Full-Mno 3 3 3 3 3 3
Part-time 0 0 0 0 0 0
Temporary 2 1 0 0 0 0

ANALYSIS: (Attach a separate paqo if necessary)
This bill will create a new delined contribution retirement plan and a health reimbursement arrangement for 
new employees ol the P ER S and TRS hired after the effective date of July 1, 2005. As the new plan 
significantly differs from the current defined benefit plans, Ihe division will be required to reprogram its 
computer systems, set up and account for two new plans, create new plan publications and lorms, train staff, 
employer contacts and new members, create new employee benefit education methods on the web, ienefit 
seminars and one on one appointments, and to contract for financial planning services for members of the 
new plan The fiscal noto assumes fund manager fees, custody, and record keeper's individual account foes 
are separate.

Prepared by Mol.imo MillMorn. Director  Phono 4G5-4408______
Divis.on Rotiromcnl and Bunofils____________________________________________ D ito/Timo .3/21/05 1:17 PM

Approved by: Miko Tmhlos. Deputy Commissioner______________________________  U.ilo 3/21/2005______
Agency Deportment of Administration_____________________________________

I II . .  . .  IU . >.’004 >M,1I Pago 1 of 2



FISCAL NOTE

A N A LY SIS  C O N TIN U A TIO N

The estimated administrative costs lo Ihe division by fiscal year are as follows:

STATE O F A L A SK A  BILL NO. SB141-d q a  r b - 03-15-05

2005 L E G ISL A T IV E  SESSIO N

FY 2006 FY 2007 FY 2008 FY 09-11
PER SO N AL SER VIC ES:

1 - Analyst-Pgmr III - DC-Benefits Sys - R 16 64.4 64.4 64.4 64.4
1 - Accountant II - Range 16 52.0 52.0 52.0 52.0
1 - R&B Tech I/ll - ER Rpting /  Conlrib. Recon. - Range 12 46.7 46.7 46.7 46.7
1-Non Permanent Publications Tech II or Spec I - Range 13 49.0 0.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0

276.5 227.5 163.1 163.1
TRAVEL:

Employer Reporting Software Upgrade Install & Help 30.0 15 0 0.0 0.0
Employer Plan Education 7.5 0.0 0.0 0.0
Regional Counselor travel 0.0 2.5 3.5 5.0

37.5 17.5 3.5 5.0
C ONTRACTUAL:

Communications & Postage 82.0 17.0 17.0 17.0
Computer system mods - Employer Reporting 80,0 5.0 5.0 5.0
Computer system mods - PER S /  TRS Record Integration 80.0 5.0 5.0 5.0
Computer system mods - DC /  W eb / Remit Modules 80.0 I0 .0 10.0 10.0
Computer system mods - HRA / Benefit system mods 80.0 10.0 10.0 10.0
Audit, Accling, Tax, Benefits Consulting. Legal 100.0 75.0 50.0 50.0
Training \ Risk Management 15.0 5.0 5.0 0.0
Employee financial planning services 150.0 200.0 250.0 300.0

667.0 327.0 352.0 397.0

SUPPLIES: Office supplies, calculators, desk-top software 18.0 5.0 5.0 5.0
EQ U IPM EN T: Workstation 8  cubicle, chairs, Hie cabinets, computers,

telephone, set-up costs 30.0 0.0 0.0 0.0

M ISC ELLA NEO U S (BOARD R EC O N FIG U R A TIO N )
Board M em ber Election 2006/2008 -80.0 0.0 -80.0 0.0
Board Training -15.0 -15.0 -15.0 -15.0
Board Attorney -40.5 -40.5 -40.5 -40.5
Travel M em bers/Stall -24.0 -24.0 -24.0 -24.0
Honorarium/Board Members -29.0 -29.0 -29.0 -29.0
National Seminars (NASRA - NCTR) -20.0 -20.0 -20.0 -20.0

-208.5 -128.5 -208.5 -128.5

TOTAL 820.5 448.5 315.1 441.6

Tho nbo /n  funding source is initially listed as General Fund because Ihu exiling tiers of PER S / TRS are Defined 
Benefit plans, and Ihe present DC plans. SBS and DCP are legally separate from the intended plan. T iie new tier 
members would have to repay Ihe startup costs through fees as tho size of Ihe furd  grows.

The now p ljn  effective date is July 1. 2005. Theroforo, startup costs will start in FY 05, although they liavo not been 
provided for. Furtho', such startup costs also havo the sam e issue. Ihoy really aro not costs of Ihe PERS and TRS  
Defined Benefit plans. Tiers 1, 2, and 3 are logically lelnlcd, tier 4 PERS and Tier 3 TR S would nol bo. The purpose ol 
tho bill is lo separate tho DB and DC side. Soma arrangement will have to bo workod out to allow expenditure of funds 
lor tho startup that will bo reimbursed lator. A legal opinion is boing sought lo determine if tho now lior mombors could 
repay tho startup costs through foes as Iho size ol Ihe fund grows



24-LS0637U

CS F O R  SEN A T E B IL L  NO. 141 (FIN)

IN THE LEGISLATURE OF TH E STATE OF ALASKA

TWENTY-FOURTH LEGISLATURE - FIRST SESSION 

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

SpoiLsorfs): SENATE FINANCE COMMITTEE

Q J X O TJ?
A B IL L  

FO R AN A C T  E N T IT L E D  

"A n Act re la ting  to the teachers ' and public employees' re tirem en t systems a n d  creating 

defined con tribu tion  and health  re im bursem en t p lans for m em bers  of the  teachers' 

re tirem ent system and the public employees' re tirem en t system who a re  f irs t h ired  after 

Ju ly  1, 2005; relating to university re tirem en t p rog ram s: establishing the Alaska 

Retirement M anagem en t B oard  to replace the Alaska Slate  Pension Investm ent Board, 

the Alaska T eachers '  R etirem ent Board, and  the Public Em ployees' R etirem en t Board; 

adding  appea ls  o f  the decisions of the ad m in is tra to r  of the  teachers ' and  public 

employees' re tirem en t systems to the ju r isd ic tion  of the of lice of adm inistrative 

hearings; p rov id ing  for nonvested m em bers  of the teachers ' re tirem en t system  defined 

benefit p lans lo tran sfe r  into the teachers ' re tirem en t system defined con tribu tion  plan 

and for nonvesled m em bers  of the public em ployees' re tirem ent system defined benefit 

plans to tran s fe r  into the public employees' re tirem ent system defined contribution

I e f i

O

-I- CSSIt 141 (FIN)
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24-LS0637\]

plan; providing for political subdivisions and public organizations to request to 

partic ipa te  in the public employees' defined contribution re t i rem e n t plan; and  providing 

for an effective da te ."

B E  IT  EN A C TED  BY T H E  L E G ISLA TU R E O F T H E  S T A T E  O F  ALASKA:

* Section 1. AS 14.25 is amended by adding new sections to read:

A rticle 1. A dm inistration of the Teachers ' R e tirem en t System.

Sec. 14.25.001. Purpose. The purpose of this chapter is to encourage 

qualified teachers to enter and remain in service with participating employers by 

establishing plans for the payment of retirement and death benefits to or on behalf of 

the members.

Sec. 14.25.C02. A ttorney general. The attorney general of the state is the 

legal counsel for the system and shall advise the administrator and represent the 

system in a legal proceeding.

Sec. 14.25.003. A dm inistrator, (a) The commissioner of administration or 

the commissioner's designee is the administrate - of the system.

(b) The commissioner of administration shall adopt regulations to govern the 

operation of the system.

Sec. 14.25.004. Powers and duties of the adm in is tra to r ,  (at The 

administrator shall

(1) csta’ lish and maintain an adequate system of accounts:

(2) transmit the funds deposited in the system to the retirement lund 

established and maintained by the Alaska Retirement Management Board;

(3) approve or disapprove claims for retirement benefits;

(4) make payments for the various purposes specified;

(5) submit periodic reports or statements of account that arc needed;

(6) issue a statement of account to an employee not less than once each 

year showing the amount of the employee’s contributions to the applicable [dan in the 

system;

(7) formulate and recommend to the commissioner of administration 

regulations to govern the operation of the system;

C S S I M 4 U F I N )  -2-
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(8) as soon as possible after the close of each fiscal year, and not later 

than six months after the close of each fiscal year, send to the governor and the 

legislature an annual statement on the operations of each of the plans in the system 

containing

(A) a balance sheet;

(B) a statement of income and expenditures for the previous

f i s ca l  year;

(C) a report on valuation of trust fund assets;

(D) a summary of assets held in the trust fund listed by the 

categories of investment, as provided by the Alaska Retirement Management 

Board;

(E) other statistical financial data that arc necessary for proper 

understanding of the financial condition of the system as a whole and each plan 

in the system and the result of its operations;

(9) engage an independent certified public accountant lo conduct an 

annual audit of each plan's accounts and the annual report of the system's financial 

condition and activity;

(10) report to the Legislative Budget and Audit Committee concerning 

the condition and administration of each plan and distribute the report to the members 

of each plan in the system;

(11) publish an information handbook for each plan in the system at 

intervals that the administrator considers appropriate;

(12) meet at least annually with the board to review the condition and 

management of the retirement systems and to review significant changes to policies, 

regulations, or benefits; and

(H )  do whatever else may be necessary to carry fut the purposes ot 

each plan in the system.

(b) The administrator is authorized to charge fees necessary to members 

accounts to cover the ongoing cost of operating, each plan in the system.

(c) The administrator is authorized to tjn trac t with public and private entities 

to provide record keeping, benefits payments, and other functions necessary tor the

-3- CSSIt I4KFIHQ
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administration of each plan in the system.

Sec. 14.25.005. Regulations, (a) Regulations adopted by the commissioner 

of administration under this chapter relate to the internal management of a stale 

agency, and the adoption of the regulations is not subject to AS 44.62 (Administrative 

Procedure Act).

(b) Notwithstanding (a) of this section, a regulation adopted under this chapter 

shall be published in the Alaska Administrative Register and Code for informational 

purposes.

(c) Each regulation adopted under this chapter must conform to the style and 

format requirements of the drafting manual for administrative regulations that is 

published under AS 44.62.050.

(d) At least 30 days before the adoption, amendment, or repeal of a regulation 

under this chapter, the commissioner of administration shall provide notice of the 

action that is being considered. The notice shall be

(1) posted in public buildings throughout the state;

(2) published in one or more newspapers of general circulation in each 

judicial district of the state;

(3) mailed to each person or group that has filed a request for notice of 

proposed action with the commissioner of administration; and

(4) furnished to each member o f  the legislature and to the Legislative 

Affairs Agency.

(c) Failure to mail notice lo a person as required under (d)(3) ol this section 

does not invalidate an action taken by the commissioner o f  administration.

(f) The commissioner of administration may hold a hearing on a propose'’ 

regulation.

(g) A regulation adopted under this chapter takes effect 30 days after adoption 

hy the commissioner of administration.

(h) Notwithstanding the other provisions of this section, a regulation may he 

adopted, amended, or repealed, effective immediately, as an emergency regulation by 

the commissioner of administration. Fur an emergency regulation to be effective the 

commissioner must find that the adoption, amendment, or repeal of the regulation is

Ml(KIN) 4 *
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necessary for the immediate preservation of the orderly operation of the system. The 

commissioner shall, within 10 days after adoption of an emergency regulation, give 

notice of the adoption under (d) of this section.

(i) In this section, "regulation" has the meaning given in AS 44.62.640(a).

Sec. 14.25.006. Appeals. An employer, member, annuitant, or beneficiary 

may appeal a decision made by the administrator to the office of administrative 

hearings established under AS 44.64. An aggrieved party may appeal a final decision 

to the superior court.

Sec. 14.25.007. Investm ent m anagem ent of re tirem ent syftem funds. The 

Alaska Retirement Management Board established under AS 37.10.210 is the 

fiduciary of the system funds.

Sec. 14.25.008. Definitions. In AS 14.25.001 - 14.24.008,

(1) "plan" means the retirement plan established in AS 14.25.009 -

14.25.220 or the retirement plan established in AS U' .25.310 - 14.25.590;

(2) "system" means all retirement plans established under the teachers' 

retirement system.

A rticle 2. Teachers  F irst H ired  before Ju ly  1, 2005.

Sec. 14.25.009. Applicability of AS 14.25.009- 14.25.220. The provisions or 

AS 14.25.009 - 14.25.220 apply only to members first hired before July 1, 2005.

* Sec. 2. AS 14.25.010 is amended to read:

Sec. 14.25.010. Retirem ent plan [SYSTEM ] established: federal 

qualification requ irem ents , (a) A joint-contributory retirement plan [SYSTEMJ tor 

teachers of tnc state is created.

(b) The retirement plan [SYSTEM1 established by AS 14.25.009 - 14.25.221) 

[THIS CHAPTER] is intended to qualify under 26 U.S.C. 401(a) and 414(d) (Internal 

Revenue Code) as a qualified retirement plan established and maintained by the state 

for its employees, for the employees of school districts and regional educational 

attendance areas in the state, and for the employees of other employers whose 

participation is authorized by AS 14.25.009 - 14.25.220 [THIS CHAPTER| and who 

participate in this plan [SYSTEM].

(c) An amendment to AS 14.25.009 - 14.25.220 [THIS CHAPTER] docs not

-5-
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provide a person with a vested right to a benefit if the Internal Revenue Service 

determines that the amendment will result in disqualification of the plan under the 

Internal Revenue Code.

* Sec. 3. AS 14.25.012(b) is amended to read:

(b) The £]an [SYSTEM] created in AS 14.25.009 - 14.25.220 became 

effective as of July 1, 1955, at which time contributions by the participating employers 

and members began.

* Sec. 4. AS 14.25.012 is amended by adding a new subsection to read:

(c) Employees first hired after June 30, 2005, arc not eligible to participate in 

Ihe plan established in AS 14.25.009 - 14.25.220.

* Sec. 5. AS 14.25.040(a) is amended to read:

(a) Unless a teacher or member partic ipa tes  in a [HAS ELECTED TO 

PARTICIPATE IN THE OPTIONAL] university retirement program under 

AS 14.40.661 - 14.40.799. [OR] has filed an election under AS 14.25.043(b), or has 

elected to partic ipa te  in Ihe plan established in AS 14.25.310 - I4.25.59r . a teacher 

or member contracting for service with a participating employer is subject to 

AS 14.25.009- 14.25.220 [THIS CHAPTER).

* Sec. 6. AS 14.25.040(d) is amended to read:

(d) A person who is employed at least half-time in the plan (SYSTEM) during 

the same period that the person is employed at least half-time in a position in the 

public employees' retirement plan [SYSTEM] under AS 39.35.095 - 39.35.6S0 

[AS 39.35] shall receive credited service under each plan [SYSTEM] for half-time 

employment. However, the amount of credited service a person receives under the 

public employees' retirement plan [SYSTEM] during a school year may not exceed 

the amount necessary, when added to the amount of credited service earned during the 

school year under the plan [SYSTEM], to equal one year of credited service. A 

person who was employed at least half-time in a position in the public employees' 

retirement plan [SYSTEM] under AS 39.35.095 - 39.35.6S0 |AS 39.35] m the same 

period that the person was employed at least half-time in a position in tins plan 

[SYSTEM] may claim credited service in both plans |SYSTEMS] for employment 

before M av31, 19ffl. To obtain this credited service, the person shall claim the

L
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service and verify ihe period of half-time employment. When eligibility for half-time 

service credit has been established, an indebtedness shall be determined to the 

retirement plan [SYSTE> . in which the person did not participate. The amount of 

the indebtedness is the full actuarial cost of providing benefits for the credited service 

claimed. Interest as prescribed by regulation accrues on that indebtedness beginning 

on the later of July 1, 19S9, cr the date on which the member is first eligible to claim 

the service. Any outstanding indebtedness existing at the time the person retires will 

require an actuarial adjustment to the benefits payable based on that service 

* Sec. 7. AS 14.25.050(a) is amended to read:

(a) Except as provided in (c) of this section, beginning Ju ly  1. 2005 

|JANUARY 1, 1991J, each member shall contribute to the plan a percentage 

[SYSTEM AN AMOUNT EQUAL TO 8.65 PERCENT] of the member's base salary 

accrued from July 1 to the following June 30. as determ ined  u n d ^ r  AS 14.25.052. 

The employer shall deduct the contribution from the member’s salary at ihe end of 

each payroll period, and the contribution shall be credited by the p lan  [SYSTEM] to 

the member contribution account. The contributions shall be deducted from employee 

compensation before the computation of applicable federal taxes and shall he treated 

as employer contributions under 26 U.S.C. 414(h)(2). A member may not have the 

option of making the payroll deduction directly in cash instead of having the 

contribution picked up by the employer.

* Sec. K. AS 14.25 is amended by adding a new section to read:

Sec. 14.25.052. Calculation of m em ber con tribu tion  rale, (a) Each active 

member shall contribute a percentage of the member's base salary to be determined 

annually in advance hy the administrator. The member contribution rate is the greater 

of

(1) h',65 percent: or

(2) one-half of the normal cost rate actuarially calculated to fund the 

benefits expected to be earned hy active members during the fiscal year.

(h) Notwithstanding (a) of this section, the member contribution rate may not 

increase more than one-hall of a percentage point annually.

* Sec. 9. AS 14.25.070 is amended to read:

.7 .
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Sec. 14.25.070. C ontributions by employer. An employer shall contribute to 

the plan [SYSTEM] an amount equal to the percentage, as certified by the hoard 

[ADMINISTRATOR], of the sum total of the base salaries of all members that is 

required in addition to member contributions to provide the benefits of AS 14.25.009 -

14.25.220 [THIS CHAPTER] times the sum total of the base salaries paid to members, 

including any adjustments to contributions required by AS 14.25.173(a), by the 

employer.

* Sec. 10. AS 14.25.070 is amended by adding a new subsection to read:

(b) When added to the member contribution rate calculated under 

AS 14.25.052, the employer contribution may not be less than the amount required as 

actuarially calculated to fully fund the future liabilities of active members.

* Sec. 11. AS 14.25.075(a) is amended to read:

(a) An employee who is eligible to purchase credited service under 

AS 14.25.047 or 14.25.048, a member who is eligible to purchase credited service 

under AS 14.25.048, 14.25.050, 14.25.060, 14.25.061, [14.25.062,] 14.25.100, or 

14.25.107, or a teacher who is eligible to purchase credited service under 

AS 14.20.345, AS 14.25.050, [14.25.062,] or 14.25.105, in lieu of making payments 

directly to the plan, may elect to have the member's employer make payments as 

provided in this section.

* Sec. 12. AS 14.25.075(b) is amended to read:

(b) A member may elect to have the employer make payments for all or any 

portion of the amounts payable for the member's purchase ot credited service through 

a salary reduction program as follows:

(1) the amounts paid under a salary reduction program are in lieu of 

contributions by the member making the election; the electing member's salary or 

other compensation shall be reduced by the amount paid by the employer under this 

subsection;

(2) the member shall make an irrevocable election under this 

substation to purchase credited service as permitted in AS 14.20.345, AS 14.25.047. 

14.25.048, 14.25.050. 14.25.06t), 14.25.061. (14.25.0il2,) 14.25.100, 11.25.105, or 

14.25.107 before the member’s termination oi employment; the irrevocable election
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must specify the number of payroll periods that deductions will be made from the 

member's compensation and the dollar amount of deductions for each payroll period 

during the specified number of payroll periods; the deductions made under this 

paragraph cease upon the earlier of the member's termination of employment with the 

employer or the member's death; amounts paid by an employer under (f) of this 

section may not be applied toward the payment of the dollar amount of the deductions 

representing the portion of the credited service that is being purchased by the member 

through payroll deduction in accordance with the member's irrevocable election under 

this paragraph;

(3) amounts paid by an employer under this subsection shall be treated 

as employer contributions for the purpose of determining tax treatment under 26 

U.S C. (Internal Revenue Code); the amounts paid by the employer under this section 

may not be included in the member's gross income for income tax purposes until those 

amounts are distributed by refund or retirement benefit payments.

* Sec. 13. AS 14.25.075(c) is amended to read:

(c > Contributions to the plan [SYSTEM] to purchase credited service under 

this section do not qualify for treatment under this section if recognition of that service 

would cause a member to receive a retirement benefit for the same service fiont the 

plan [SYSTEM] and from one or more other retirement plans or systems of the state.

* Sec. 14. AS 14.25.075(f) is amended to read:

tf) The administrator may accept rollover contributions from a member [, 

AND DIRECT TRANSFERS AS DESCRIBED IN THIS SUBSECTION, FOR THE 

PURCHASE. IN WHOLE OR IN PART. OF FORFEITED CREDITED SERVICE 

UNDER THIS SEC TION FOR THE REINSTATEMENT. IN WHOLE OR IN PART. 

O F  FORFEITED CREDIT! ; SERVICE UNDER AS 14.25.002]. Contributions 

made und~r this subsection may not be applied to purchase .service nemg paid under

(b) of this section. A rollover contribution [OR TRANSFER] as described in this 1 

subsection shall be trca*'d as employer contributions for the purpose of determining 

lax treatment under the Internal Revenue Code and may be made by anv one or a 

combination of the following methods:

(1) subject to the limitations prescribed in 26 U.S.C. 403(c). uecepimg

.9 .
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eligible rollover distributions directly from one or more retirement programs of 

another employe, that are qualified under 26 U.S.C. 401(a) or accepting rollovers 

directly from a member;

(2) subject to the limitations prescribed in 26 U.S.C. 408(d)(3)(A)(ii), 

accepting from a member conduit rollover contributions that are received by the 

member from one or more conduit rollover individual retirement accounts previously 

established by the member;

(3) subject to the limitations prescribed in 26 U.S.C. 403(b)(13), 

accepting direct trustec-to-trustce transfers of all or a portion of the accounts of the 

member, on or after January 1, 2007, from a tax sheltered annuity described in 26 

U.S.C. 403(b);

(4) subject to the limitations prescribed in 26 U.S.C. 457(e)(17), 

accepting direct trusice-to-trusiee transfers of all or a portion o f  the accounts of the 

member, on or after January 1, 2002, from an eligible deferred compensation plan of a 

tax-exempt organization or a state or local government described in 26 U.S.C. 457(b);

(5) accepting direct trustec-to-trustce transfer from an account 

established for the benefit of the member in AS 39.30.150 - 39.30.180 (Alaska 

Supplemental Annuity Plan).

* See. 15. AS 14.25.0750) is amended to read:

(i) On satisfaction of the eligibility requirements of AS 14.20.345, 

AS 14.25.047, 14.25.04S. 14.25.050. 14.25.060, 14.25.061. [ 14.25.J02.J 14.25.100. 

14.25,105, or 14.25.107, the requirements of this section, and the administrative filing 

requirements specified by the administrator, the plan shall adjust the member's 

credited service history and add anv additional service credits acquired.

* See. 16. AS 14.25.115(a) is amended to read:

(a) A teacher in membership service on or after July 1. 1977, who is appointed 

to retirement on oi rfter July 1. 1978. may elect to apply unused sick leave credit m 

computing the total number of years of credited service under AS Id.?*.! 10(d) except 

for sick leave earned while participating in a [THIL OPTIONAL) university retirement 

program under AS 14.40.661 - 14.40.799. To obtain service credit tor unused sick 1 

leave, a teacher musi apply to the administrator nm [NO] later than one year alter
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appointment to retirement. Unused sick leave shall be credited on a day-for-day basis 

in accordance with the table for service after July 1, 1969, contained in 

AS 14.25.220(45). Teacher contributions may not be required for credited unused sick 

leave.

* Sec. 17. AS 14.25.143(a), as that subsection read following amendment by sec. 3, ch.

146, SLA 1980, until amended by sec. 12, ch. 106, SLA 1988, is amended to read:

(a) When the administrator determines that the cost of living has increased and 

that the financial condition of the retirement fund permits, the administrator shall 

increase benefit payments to persons receiving benefits under this plan. For 

purposes of this subsection, the financial condition of the fund would only permit 

an increase in benefits when the ratio of total fund assets to the accrued liability 

meets o r  exceeds U P  percent. In this subsection, "accrued  liability" means the 

present value of all m em ber benefits accrued liv m em ber  service in this plan 

[SYSTEM].

* Sec. 18. AS 14.25.143(a), as that subsection read following amendment by sec. 12, ch.

106, SLA 1988, until amended by sec. 12, ch. 97, SLA 1990, is amended to read:

(a) When the administrator determines that the cost of living has increased and 

that the financial condition of the re tirem ent fund [SYSTEM] permits, the 

administrator shall increase benefit payments to persons receiving benefits under this 

plan. For purposes of this subsection, the financial condition o f  the fund would 

onlv permit an  increase in benefits when the ratio  of total fund assets to the 

accrued liability meets o r  exceeds l i t )  percent. In this subsection, "accrued 

liability" means the present value of all m em ber benefits accrued liv m em ber 

service in this plan [SYSTEM],

* Sec. 19. AS 14.25.145 is amended to read:

Sec. 14.25.145. Interest on individual accounts. Interest shall be credited to 

each teacher’s account al the end of each school vcar at the rate prescribed hv the 

board  [REGULATION] fox that year.

* Sec. 20. AS 14.25.150 is amended by adding a new subsection to read:

(c) A member who has received a refund o f  contributions in accordance with 

this section forfeits corresponding credited service under AS 14.25.1)09 - 14.25.220

C S S B  141 (K IN )
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* Sec. 21. AS 14.25.173(c) is amended to read:

(c) At least Quarterly, [AT EACH REGULARLY SCHEDULED MEETLNG 

OF THE TEACHERS' RETIREMENT BOARD,] the administrator shall report to the 

commissioner of adm inistration [BOARD] on all situations since the administrator's 

last report in which an adjustment has been prohibited under (b) of this section. If the 

commissioner of adm inistration [BOARD] finds that there is reason to believe that 

one or more of the conditions set out in (b) of this section have not been met, the 

administrator shall notify the member or beneficiary that an adjustment will be made 

to recover the overpayment. A member or beneficiary who receives notice of 

adjustment under this subsection may file a request with the com missioner of 

adm in is tra tion  [APPEAL TO THE BOARD] for a waiver of the adjustment under 

AS 14.25.175. An adjustment that requires the repayment of benefits may not be 

required while the waiver request [APPEAL] is pending.

* Sec. 22. AS 14.25.175(a) is amended to read:

(n) Upon request [APPEAL] by an affected member or beneficiary under (b) 

of this section, the commissioner of adm inistra tion  [BOARD] may waive an 

adjustment or a portion of an adjustment made under AS 14.25.173 if, in the opinion 

of the com m issioner of adm inistra tion  IBOARD],

(1) the adjustment or portion of the adjustment will cause undue 

hardship to the member or beneficiary;

(2) the adjustment was not the result of erroneous information supplied
j

by the member or beneficiary;

(3) before the adjustment was made, the member or beneficiary 

received confirmation from the administrator that the member's or beneficiary's 

records were cotrect; and

( 4 )  the member or beneficiary had no reasonable grounds lo believe 

the records were incorrect before the adjustment was made.

* Sec. 23. AS 14.25.175(b) is amended to read: i

(b) In order to obtain consideration of a waiver under this section, the affcetcd
i

member or beneficiary shall file a rep nest with [MUST APPEAL TOJ the 

com missioner of adm in is tra tion  [BOARD] in writing within 30 days alter receipt oi

sSli 141 (FIN) -12-
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notice that the records have been adjusted. The ruling of the commissioner ol' 

ad m in is tra t ion [BOARD] shall be in writing.

* See. 24. AS 14.25.175(c) is repealed and reenacted to read:

(c) A ruling of the commissioner of administration to deny a waiver under (b) 

of this section may be appealed to the office of administrative hearings.

* Sec. 25. AS 14.25.175(d) is amended to read:

(d) The office of adm inistrative hearings [BOARD] may reverse the 

commissioner or adm inis tra tion 's  decision to deny a waiver and m ay impose 

conditions on granting a waiver that it considers equitable. These conditions may 

include requiring the member or beneficiary to make additional contributions to the 

plan [SYSTEM].

* Sec. 26. AS 14.25.220(2) is amended to read:

(2) "actuarial adjustment" means the adjustment necessary to obtain 

equality in value of the aggregate expected payments under two different forms of 

pension payments, considering expected mortality and interest earnings on the basis of 

assumptions, factors, and methods specified in regulations issued under the plan 

[SYSTEM] that are formally adopted [UNDER AS 14.25.022] by the board and that 

clearly preclude employer discretion in the determination of the amount of any 

member's benefit;

* See. 27. AS 14.25.220(3) is amended to read:

(3) "administrator" means the [PERSON APPOINTED BY THE] 

commissioner of administration o r  (he com m issioner 's  designee under AS 14.25.003 

[AS 14.25.015];

* Sec. 28. AS 14.25.220(9) is amended to read:

(9) "hoard" means the Alaska R etirem ent M anagem ent [ALASKA 

TEACHERS' RETIREMENT] Board established under AS 37.10.21(1 [AS 14.25.035],

* Sec. 29. AS 14.25.220(40) is amended to read:

(40) "supplemental contribution account" means the account 

maintained by Ihe plan [SYSTEM| to record the supplemental contributions of each 

member, including interest and adjustments to the account |IN ACCORDANCE 

WITH AS 14.25.170];
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1 * Sec. 30. AS 14.25.220(42) is amended to read:

7 (42) "teacher" and "member" are used interchangeably under this

3 chapter and mean a person eligible to participate in the system and who is covered by

4 the system, limited to

5 (A) a certificated full-time or part-time elementary or

6 secondary teacher, a certificated school nurse, or a certificated person in a

7 position requiring a teaching certificate as a condition of employment in a

8 public school of the state, the Department of Education and Early

9 Development, or the Department of Labor and Workforce Development:

10 (B) a full-time or part-time teacher of the University of Alaska

11 or a person occupying a full-time administrative position at the University of

12 Alaska that requires academic standing: the approval of the administrator must

13 be obtained before an administrative position qualifies for membership in the

14 system; however, a teacher or administrative person al the university who is

15 participating in a (THE OPTIONAL] university retirement program under

16 AS 14.40.661 - 14.40.799 is not a member under this system:

17 ( l a  state legislator who elects membership under 

AS 14.25.040(b);

* Sec. 31. AS 14.25.220 is amended by adding a new paragraph to read:

(46) "plan" means the retirement benefit plan established under

AS 14.25.009- 14.25.220.

* Sec. 32. AS 14.25 is amended by adding new sections to read:

Article 3. T eachers  F irs t Hired on o r  a f te r  J u ly  1, 2005.

Sec. 14.25.310. A pplicability  of AS 14.25.310 - 14.25.590. The provisions of 

AS 14.25.310 - 14.25.590 apply only to teachers who first become members on or 

after July 1, 2005, or to members who transfer into the defined contribution plan under 

AS 14.25.540.

Sec. 14.25.320. Defined contribution re tirem en t plan established, fa) A 

defined contribution retirement plan for teachers of the state is created.

(b) The defined contribution retirement plan includes a plan in which savings 

31 I are accumulated in an individual account for the exclusive benefit of the memncr or
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beneficiaries. The plan is established effective July 1, 2005, at which time 

contributions by employers and members begin.

(c) The defined contribution retirement plan is intended to qualify under 26 

U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qua .fled retirement plan 

established and maintained by the state for its employees and for the employees of 

school districts and regional educational attendance areas in the state.

(d) An amendment to the defined contribution retirement plan does not 

provide a person with a vested right to a benefit if the Internal Revenue Service 

determines that the amendment will result in disqualification of the plan under the 

Internal Revenue Code.

Sec. 14.25.330. M embership, (a) A teacher who first becomes a member on 

or after July 1, 2005, shall participate in the plan as a member of the defined 

contribution retirement plan.

(b) A teacher who is participating in a university retirement program under 

AS 14.40.661 - 14.40.799 may not participate as a member of the defined contribution 

retirement plan.

See. 14.25.340. Contributions by m em bers, (a) Each member shall 

contribute to the member’s individual account an amount equal to eight percent of the 

member's compensation from July 1 to the following June 30.

(b) Subject to the limitations on contributions under AS 14.25.380, a member 

may elect to make additional contributions to the member's individual account.

(c) The employer shall deduct the contribution from the member's 

compensation at the end of each payroll period, and the contribution shall be credited 

by the administrator to the member's individual account, The contributions shall be 

deducted from member's compensation before the compulation of applicable federal 

taxes and shall be treated as employer contributions under 26 U.S.C. 414(h)(2). A 

member may not have the option of making the payroll deduction directly in cash 

instead of having the contribution picked up by the employer.

Sec. 14.25.345. Em ployment contributions m a n d a to ry ,  (a) Contributions 

of members shall be made by payroll deductions. Each member shall be considered to 

consent to payroll deductions. It is of no consequence that a payroll deduction may
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cause the compensation paid in cash to a member to be reduced below the minimum 

required by law.

(b) Payment of a member's compensation, less payroll deductions, is a full and 

complete discharge and satisfaction of all claims and demands by the member relating 

to remuneration of services during the peiiod covered by the payment, except with 

respect to the benefits provided under the plan.

Sec. 14.25.350. Contributions by employers, (a) An employer shall 

contribute to each member's individual account an amount equal to 4.5 percent of the 

member's compensation from July 1 to the following June 30.

(b) An employer shall also contribute an amount equal to 1.75 percent of each 

member's compensation from July 1 to the following June 30 to pay for retiree major 

medical insurance. This contribution shall be paid into the group health and life 

benefits fund established by the commissioner of administration under AS 39.30.095 

and shall be accounted for in accordance with regulations established by the 

commissioner.

(c) An employer shall also make contributions to the health reimbursement 

arrangement plan under AS 39.30.300.

Sec. 14.25.360. Rollover contributions and d is tribu tions , (a) A teacher 

entering the plan may elect, at the time and in the manner prescribed by the 

administrator, to have all or part of a direct rollover distribution from an eligible 

retirement plan owned by the member paid directly into the member's individual 

ount.

(b) Rollover contributions do not count as a purchase of membership service 

for the purpose of determining years of service.

(c) A distributee may elect, at the lime and in the manner prescribed by the 

administrator, to have all or pan of a direct rollover distribution paid diiectly to an 

eligible retirement plan specified by the distributee in the direct rollover.

(d) In this section,

(1) "direct rollover" means the payment o f  an eligible rollover 

distribution by the plan to an eligible retirement plan specified by a distributee who is 

eligible to elect a direct rollover;

M l (FIN) ■ 16-
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(2) "distributee" means a member, or a beneficiary who is the 

surviving spouse of the member, or an alternate payee;

(3) "eligible retirement plan" means

(A) a conduit individual retirement account described in 26 

U.S.C. 408(d)(3)(A);

(B) an annuity plan described in 26 U.S.C. 403(a);

(C) a qualified trust described in 26 U.S.C. 401(a);

(D) an annuity plan described in 26 U.S.C. 403(b): or

(E) a governmental plan described in 26 U.S.C. 457(b);

(4) "eligible rollover distribution" means a distribution of all or part of 

a total account to a distributee, except for

(A) a distribution that is one of a series of substantially equal 

installments payable not less frequently than annually over the life expectancy 

of the distributee or the joint and last survivor life expectancy of the distributee 

and the distributee's designated beneficiary, as defined in 26 U.S.C. 401(a)(9);

(B) a distribution that is one of a series of substantially equal 

installments payable not less frequently than annually over a specified period 

of 10 years or more;

(C) a distribution that is required under 26 U.S.C. 401(a)(9);

(D) the pon.nn of any distribution that is not includable in

gross income;

(E) a distribution that is on account of hardship; and

(F) olhei distributions that arc reasonably expected to total less 

than S200 during a year.

Sec. 14.25.370. T ransm itta l  of contributions. All contributions deducted in 

accordance with AS 14.25.310 - 14.25.590 shall be transmitted to the plan for deposit 

in the trust fund as soon as administratively feasible, but in no event later than 15 days 

following the close of the payroll period.

Sec. 14.25.380. Limitations on contributions. Notwithstanding any other 

provisions of this plan, the annual additions to each member's individual account 

under this plan and under all defined contribution plans of the employer required to be

-17- CSSB 141 (FIN)
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aggregated with the contributions from this plan under the provisions of 26 U.S.C. 415 

may not exceed, for any limitation year, the amount permitted under 26 U.S.C. 415 at 

any time. If the amount of a member's defined contribution plan contributions < ^ceds 

the limitation of 26 U.S.C. 415(c) for any limitation year, the administrator shall take 

any necessary remedial action to correct an excess contribution. The provisions of 26 

U.S.C. 415, and the regulations adopted under that statute, as applied to qualified 

defined contribution plans of governmental employees are incorporated as part of the 

terms and conditions of the plan.

Sec. 14.25.390. Vesting, (a) A participating member is immediately and 

fully vested in 'hat member's contributions and related earnings.

(b) A member is fully vested in the employer contributions made on that 

member's behalf, and related earnings, after five years of service. A member is 

partially vested in the employer contributions made on that member's behalf, and the 

related earnings, in the ratio of

(1) 25 percent with two years of service:

(2) 50 percent with three years of service; and

(3) 75 percent with four years of service.

Sec. 14.25.400. Investm ent of individual accounts, (a) The board shall 

provide a range of investment options and permit a participant to exercise investment 

control over the participant's assets in the member's individual account as provided in 

this section. If a participant exercises control over the assets in the individual account, 

the participant is not considered a fiduciary for any reason on the basis of exercising 

that control.

(b) A participant may direct investment o f  plan funds held in an account 

among available investment funds in accordance with rules established by the board.

(c) A participant may elect to change or transfer all or a portion of the 

participant’s existing account balance among available investment funds not more 

often than once each day in accordance with the rules established hy the administrator. 

Only the last election received by the administrator before the transmittal of 

contributions to the trust fund for a l loc tion  to the individual account will be used to 

direct the investment of the contributions received.

I4K1-INJ •IK*
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(d) Except to the extent clearly set out in the terms of the investment plans 

offered by the employer to the employee, the employer is not liable to the participant 

for investment losses if  the prudent investment standard has been met.

(e) The employer, administrator, state, board, or a person or entity who is 

otherwise a fiduciary is not liable by reason for any participant's investment loss that 

results from the participant's directing the investment of plan assets allocated to the 

participant's account.

(f) To the extent that a member's individual account has been divided as 

provided in a qualified domestic relations order between participants, each participant 

shall be treated as the holder of a separate individual account for purposes of 

investment yields, decisions, transfers, and time limitations imposed by this section.

Sec. 14.25.410. D istribution election a t te rm ination , (a) A member is 

eligible to elect distribution of the member's account in accordance with this section 

60 days after termination of employment.

(b) Notwithstanding (a) of this section, distribution of all or a portion of the 

individual account of a member may take place before the 60th day after the 

termination of employment with the approval o f  the administrator if the member 

makes a written request for a distribution under this subsection. The member's spouse 

must consent to the request in writing if the member is married. Distribution of an 

individual account may only be made on account o f  an immediate and heavy financial 

need of the member for the following reasons and in the amount the need is 

demonstrated for

(1) medical care described in 26 U.S.C. 213(d) incurred by the 

member, the member's spouse, or the member’s dependent, or necessary to obtain that 

medical care;

(2) the purchase of a principal residence for the member;

(3) postsccondary education tuition and related educational fees for the 

next 12-monlh period for the member, the member's spouse, or a dependent of the 

member; in this paragraph, "dependent" has the meaning given in 26 U.S.C. 152;

(4) prevention of the eviction of the member from the member's 

principal residence or foreclosure on the mortgage of the member's principal

-19- CSSH 141 (FIN)
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1 residence; or

2 (5) any need prescribed by the united States Department of the

3 Treasury, Internal Revenue Service, in a revenue ruling, notice, or other document of

4 general applicability that satisfies the safe harbor definition of hardship under

f  regulations adopted under 26 U.S.C. 401 (k).

6 (c) If  a member dies before benefits commence, the member's beneficiary is

7 immediately eligible to elect distribution of the member's share of the member's

8 individual account.

9 (d) Distributions are payable to an alternate payee in accordance with the

10 terms and conditions of a qualified domestic relations order that is received and

11 approved by the administrator as specified in AS 14.25.460.

12 (c) Distributions that are being paid to a member may not be affected by the

13 member's subsequent reemployment with the employer. Upon reemployment, a new

14 individual account shall be established for the member to which any future

15 contributions shall be allocated. Upon subsequent termination of employment, the

16 member's new individual account shall be distributed in accordance with this section.

17 Sec. 14.25.420. Form s of d istribution, (a) A participant may elect to receive

] 8 distribution of the participant's share of the individual account in a

19 (1) lump sum payment, which is a single payment o f  the entire balance

20 in the account;

21 (2) periodic lump sum payment, which is a payment of a portion of the

22 I balance in the account, not more than twice each year;

23 (3) period certain annuity payment, which is an annuity payable in a

24 fixed number of monthly installments for a duration of 60, 120, or 180 months;

25 (4) life annuity with a period certain payment, which is an annuity

26 payable until the later of the first day of the month in which the annuitant's death

27 occurs, or the date on which the payment of a fixed nui..Dcr of mo' thly installments is

2S completed; the , eriod certain for installments is 120 or 180 months;

29 (5) single life annuity payment, which is an annuity payable monthly

30 | until the first of the month in which the annuitant's death occurs; or

31 (6) joint and survivor annuity payment, which is an annuity payable

C SSl t  141 (FIN)  -20-
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monthly to the member until the first of the month in which the m em ber’s death 

occurs; after the member's death, a survivor annuity equal to 50 percent or 100 percent 

of the member's benefit, as previously elected by the member, shall be paid monthly to 

the jo in t annuitant for the remainder of the survivor's lifetime.

(b) Upon the death of an annuitant whose payments have commenced, an 

annuitant's beneficiary shall receive further payments only to the extent provided in 

accordance with the form of payment that was being made to the annuitant. The 

remaining portion of the interest shall continue to be distributed at least as rapidly as 

under the method of distribution being used before the annuitant's death.

(c) If a participant dies before the distribution commencement date, 

distribution of the participant's entire interest to a beneficiary shall be payable in any 

form other than a joint and survivor annuity.

(d) If an unmarried member or other participant fails to elect a form of 

payment before the distribution commencement date, the account shall be paid to a 

beneficiary in the form of a lump sum to the extent required by the minimum 

distribution requirements set out in the Internal Revenue Code. If a married member 

fails to elect a form of payment before the distribution commencemen: date, the 

account shall be paid in the form of a 50 percent joint and survivor annuity, with the 

member's spouse as the joint annuitant.

Sec. 14.25.430. M an n er  of electing d istribu tions, (a) Any election or any 

alteration or revocation of a prior election by a participant for any purpose u c this 

plan shall be on forms or made in a manner prescribed for that purpose by the plan 

administrator. To be effective, the forms required or the required action for any 

purpose under this plan must be completed and received in ''ccordance with 

regulations adopted by the commissioner of administration.

(b) At any lime, hut not less than seven days before the distribution 

commencement date, a member, alternate payee, or beneficiary may change

(1) the form of payment election;

(2) an election to commence benefits; or

(3) the joint annuitant designation.

(c) Changes in elections are not allowed on or after seven days before the
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distribution commencement date.

Sec. 14.25.440. D istribution requirem ents, (a) Payments to a participant 

shall commence as soon as administratively feasible following the distribution 

commencement date. The distribution commencement date is the first date on which 

one of the following occurs:

(1) a member meets the requirements of AS 14.25.410 and has made a 

complete application for payment under AS 14.25.430;

(2) a participant has elected to defer receipt of the account to a date 

specified, the date has been attained, and the participant has made a complete 

application for payment;

(3) a member attains normal retirement age and has not made an 

application for payment or elected to defer receipt of the account to a date later than 

normal retirement age;

(4) a member's beneficiary does not make an application for benefits 

and five years have elapsed since the member's death;

(5) notwithstanding (a) of this section, a participant whose account has 

a balance of $1,000 or less meets the requirements of AS 14.25.410, at which time the 

participant must lake payment of the participant’s account.

(b) The entire interest of a participant must be distributed or must begin to be

distributed not later than the member's required beginning date.

(c) If a member dies after the distribution of the member's interest has begun

but before the distribution has been completed, the remaining portion of the interest 

shall continue to be distributed at least as rapidly as under the method of distribution 

being used before the member's death.

fd) If a member has made a distribution election and dies before the 

distribution of the member's interest begins, distribution of the member's entire interest 

shall be completed by December 31 of the calendar year containing the fifth 

anniversary of the member's death. However, if any portion of the member's interest 

is payable to a designated beneficiary, distributions may be made over the life of the 

designated beneficiary or over a period certain not greater than the life expectancy of 

the designated beneficiary, commencing on or before December 31 of the calendar

24-LS0G37U
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year immediately following the calendar year in which the member died, and, if the 

desimiated beneficiary is the member's surviving spouse, the date distributions are 

required to begin may not be earlier than the later of December 31 of tiie calendar year

(1) immediately following the calendar year in which the member died, or (2) in which 

the member would hu attained 70 1/2 years of age, whichever is earlier. If the 

surviving spouse dies after the member but before payments to the spouse have begun, 

the provisions of this subsection apply as if the surviving spouse were the member. 

An amount paid to a child of the member shall be treated as if it were paid to the 

surviving spouse if the amount becomes payable to the surviving spouse when the 

child reaches the age of majority.

(e) If a member has not made a distribution election before the member's 

death, the member's designated beneficiary must elect the method of distribution not 

later than December 31 of the calendar year (1) in which distributions would be 

required to begin under this section, or (2) that contains the fifth anniversary of the 

date of death of the member, whichever is earlier. If the member does not have a 

designated beneficiary or if the designated beneficiary docs not elect a method of 

distribution, distribution of the member's entire interest must be completed by 

December 31 of the calendar year containing the fifth anniversary of the member's 

death.

(f) For purposes o f  (b) of this section, distribution of a member's interest is 

considered to begin (1) on the member's required beginning date, or (2) if the 

designated beneficiary is the member's surviving spouse and the surviving spouse dies 

after the member but before payments to the spouse have begun, on the date 

distribution is required to begin to the surviving spouse. If distribution in the form of 

an annuity irrevocably commences to the member before the required beginning date, 

the date distribution is considered to begin is the date that the distribution actually 

commences.

(g) Notwithstanding any contrary provisions of AS 14.25.310 - 14.25.590, the 

requirements of this section apply to all distributions o f  a member's interest and lake 

precedence over any inconsistent provisions of AS 14.25.310 - 14.25.590.

(h) All distributions required under this section are determined and made in
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accordance with 26 U.S.C. 401(a)(9) and regulations adopted under that statute, 

including any minimum distribution incidental benefit requirement.

(i) In this section,

(1) "designated beneficiary" means the individual who is designated as 

the beneficiary under the plan in accordance with 26 U.S.C. 401(a)(9) and regulations 

adopted under that statute;

(2) "required beginning date" means the first day of April of the 

calendar year following the calendar year in which the member either attains 70 1/2 

years of age or actually terminates employment, whichever is later.

Sec. 14.25.450. Designation or beneficiary, (a) Each participant shall have 

the right to designate a beneficiary and shall have the right, at an; me, to revoke the 

designation or to substitute another beneficiary, subject to the following limitation: if 

a married member elects a nonspouse beneficiary, the value of the benefit payable to 

the beneficiary may not exceed 50 percent of the member's portion of the account 

balance, and the member's spouse shall automatically be considered the beneficiary for 

the remaining 50 percent of the account balance, unless the spouse consents to the 

beneficiary designation in a writing that is notarized or witnessed by the administrator.

If the spouse consents in this manner, a married member may designate a nonspouse 

beneficiary for the entire benefit or any portion of the benefit as part of an available 

form of payment contained in this plan,

(1) except to the extent a qualified domestic relations order filed with 

the administrator provides for payment to a former spouse or other dependent of the 

member; or

(2) unless the member filed a revocation of beneficiary accompanied 

by a written consent to the revocation from the present spouse and each person entitled 

under the order; however, consent of the present spouse is not required if the member 

and the present spouse had been married for less than one year un the dale of the 

member's death and if the member established when filing the revocation that the 

member and the present spouse were not cohabiting.

(b) Except as provided in (a) of this section, the member may change or 

revoke the designation without notice to the beneficiary or beneficiaries at any time.

CSSH 141 (KIN) -24-
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If a member designates more than one beneficiary, each shares equally unless the 

member specifies a different allocation or preference. The designation of a 

beneficiary, a change or revocation of a beneficiary, and a consent to revocation of a 

beneficiary shall be made on a form provided by the administrator and is not effective 

until filed with the administrator.

(c) If a member fails to designate a beneficiary, or if no designated beneficiary 

survives the member, the death benefit shall be paid

(1) to the surviving spouse or, if there is none surviving;

(2) to the surviving children of the member in equal parts or, if there 

arc none surviving;

(3) to the surviving parents in equal parts or, if there are none

surviving;

(4) to the estate.

(d) A person claiming entitlement to benefits payable under AS 14.25.310 -

14.25.590 as a consequence of a member's death shall provide the administrator with a 

marriage certificate, divorce or dissolution judgment, or other evidence of entitlement. 

Documents establishing entitlement may be filed with the administrator immediately 

after a change in the member’s marital status. If the administrator does not receive 

notification of a claim before the dale 10 days after the member's death, the person 

claiming entitlement is not entitled to receive from the division of retirement and 

benefits any benefit already paid by the administrator.

Sec. 14.25.460. Rights under  qualified domestic rela tions order ,  (a) 

Notwithstanding the nonalicnation provisions in AS 14.25.500(a), the administrator 

may direct that benefits be paid to someone other than a member or beneficiary under 

a valid qualified domestic relations order that is executed by the judge of a competent 

court in accordance with applicable state law and that has been accepted In the 

administrator.

(b) The administrator shall determine whether an order meets the requirements 

of this section within a reasonable period after receiving an order. The administrator 

shall notify the member and any alternate payee that an order has been received and 

indicate lo the member and any alternate payee when the order is accepted. A separate
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account for the alternate payee portion shall be established as soon as administratively 

feasible after the order has been accepted by the administrator.

Sec. 14.25.470. Eligibility to elect medical benefits, (a) A member is 

eligible to elect the medical benefits under AS 14.25.480 if the member

(1) has at least 30 years of service; or

(2) is 65 years of age and has at least 10 years of service.

(b) A member's surviving spouse is eligible to elect medical benefits under 

AS 14.25.480 if the member had elected, or was eligible to elect, medical benefits v  

Ihe time of the member's death.

(c) A member shall elect or reject medical benefits on the forms and in the 

manner prescribed by the administrator. The decision to elect or reject benefits is 

irrevocable.

(d) Election of the retiree major medical insurance plan is not required in 

order to elect participation in the health reimbursement arrangement.

(e) A person eligible to elect medical benefits is not required to participate in 

the health reimbursement arrangement in order to elect participation in the retiree 

major medical insurance plan.

(f) An eligible person shall make the irrevocable election to participate or not 

participate in the retiree major medical insurance by reaching 70 1/2 years of age, or 

upon termination of employment, whichever is later.

Sec. 14.25.480. Medical benefits, (a) The medical benefits available to 

eligible persons arc access to the retiree major medical insurance plan and to the 

health reimbursement arrangement under AS 39.30.300. Access to the retiree major 

medical insurance plan means that an eligible person may not be denied insurance 

coverage except for failure to pay the required premium.

(b) Retiree major medical insurance plan coverage elected by an eligible 

member under this section covers the eligible member, the spouse of the eligible 

member, and the dependent children of the eligible member.

(c) Retiree major medical insurance plan coverage elected by a surviving 

spouse of an eligible member under this section covets the surviving spouse and the 

dependent children of the eligible member who "e dependent on the surviving spouse.
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(d) Major medical insurance coverage takes effect on ihe first day of 'he 

month following the date of the administrator's approval of the election and stops 

when the person who elects coverage dies or fails to make a required premium 

payment.

(e) The coverage for persons 65 years of age or older is the same as that 

available for persons under 65 years of age. The benefits payable to those persons 65 

years of age or older supplement any benefits provided under the federal old age, 

survivors and disability insurance program.

(f) The medical and optional insurance premiums owed by the person who 

elects coverage may be deducted from the health reimbursement arrangement. If the 

amount of the health reimbursement arrangement becomes insufficient to pay the 

premiums, the person who elects coverage under (a) of this section shall pay the 

premiums directly.

(g) The cost of premiums for retiree major medical insurance coverage for an 

eligible member or surviving spouse who is

(1) not eligible for Medicare is an amount equal to the full monthly 

group premiums for retiree major medical insurance coverage;

(2) eligible lor Medicare, is the following percentage of the premium 

amounts established for retirees who are eligible for Medicare:

(A) 30 percent if the member had 10 or more, but less than 15, 

years of service;

(B) 25 percent if the member had 15 or more, but less than 20, 

years of service;

(C) 20 percent if the member had 20 or more, but less than 25, 

years of service;

(D) 15 percent if the member had 25 or more, but less than 30, 

years of service;

(E) 10 percent if the member had 30 or more years of service.

(h) The eligibility for retiree major medical insurance coverage for an

alternate payee under a qualified domestic relations order shall be determined based 

on the eligibility of the member to elect coverage. The alternate payee shall pay the

-27-
Nrw  T e x t  J ifiie r l i n e  i  ! DEL STEP TEX T UKf.CKETED]

CSSH 141 <FIN>



1

i:

1 :

v

l i

1C

17

IS

19

20

21

22

23

24

25

26

27

28

29

30

31

24-LS0G37U

full monikly premium for retiree major medical insurance coverage.

(i) A person who is entitled to retiree major medical insurance coverage shall

(1) be informed by the administrator in writing

(A) that the health insurance coverage available to retired 

members may be different from the health insurance coverage provided to 

employees;

(B) of time limits for selecting optional health insurance 

coverage and whether the election is irrevocable; and

(2) indicate in writing on a form provided by the administrator that the 

person has received the information required by this subsection and whether the 

person has chosen to receive optional health insurance coverage.

(j) The monthly group premiums for retiree major medical insurance coverage 

are established by the administrator in accordance with AS 39.30.095. Nothing in 

AS 14.25.310 - 14.25.590 guarantees a person who elects coverage under fa) of this 

section a monthly group premium rate for retiree major medical insurance coverage 

other than the premium in effect for the month in which the prcmi' m is due for 

coverage for t .  onth.

(k) In this section, "health reimbursement arrangement" means the plan 

established in AS 39.30.300.

Sec. 14.25.490. A m endm ent and  term ination o f  plan, (a) The state has the 

right to amend the plan at any time and from lime to time, in whole or in part, 

including the right to make retroactive amendments referred to in 26 U.S.C. 401(b).

(b) The plan administrator may not modify or amend the plan retroactively in 

such a manner as to reduce the benefits of any member accrued to date under the plan 

by reason of contributions made before the modification or amendment except to the 

extent that the reduction is permitted by the Internal Revenue Code.

(c) The state may. in its discretion, terminate the plan in whole or part at any 

time without liability for the termination. If the plan is terminated, all investments 

remain in force until all individual accounts have been completely distributed under 

the plan, and, after all plan liabilities are satisfied, excess assets revert to the employer.

(d) Any contribution made b> tin employer to the plan because of a mistake of
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fact must be returned to the employer by the administrator within one year after the 

contribution or discovery, whichever is later.

Sec. 14.25.500. Exclusive benefit, (a) The corpus or income o f  the assets 

held in trust as required by the plan may not be diverted or used for other than the 

exclusive benefit of the participants.

(b) If plan benefits are provided through the distribution of annuity or 

insurance contracts, any refunds or credits in excess of plan benefits due to dividends, 

earnings, or other experience rating credits, or surrender or cancellation credits, shall 

be paid to the trust fund.

(c) The assets of the plan may not be used to pay premiums or contributions of 

the employer under another plan maintained by the employer.

Sec. 14.25.510. N onguarantce  o f  re tu rns , ra tes, o r  benefit am oun ts .  The 

plan created by AS 14.25.310 - 14.25.590 is a defined contribution plan, not a defined 

benefit plan. The amount of money in the account of a participant depends on the 

amount of contributions and the rate of return from investments of the account that 

varies over time. If benefits are paid in the form of an annuity, the benefit amount 

payable is dependent on the amount of money in the account and the interest rales 

applied and sendee fees charged by the annuity payor at the time benefits arc first 

paid. Nothing in this plan guarantees a participant

(1) a rate of return or interest rate other than that actually earned by the 

account of the participant, less applicable administrative expenses; or

(2) an annuity based on interest rates or service charges other than 

interest rates available from and service charges by the annuity payor in effect at the 

time the annuity is paid.

Sec. 14.25.520. N onguaran tee  of em ploym ent. The provisions of 

AS 14.25.310 - 14.25.590 arc not a contract of employment between an employer and 

an employee, nor do they confer a right of an employee to be continued in the 

employment of an employer, nor arc they a limitation of the right of an employer to 

discharge an employee with or without cause.

Sec. 14.25.530. F raud .  A person who knowingly makes a false statement or 

falsi fie or permits to be falsified a record of this plan in an attempt to defraud the plan
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is guilty of a class A misdemeanor.

Sec. 14 75.540. T ransfe r  into defined contribution  re tirem ent plan by 

nonvcslcd members of defined benefit re tirem ent plan, (a) Subject to (g) of this 

section, an active member of the defined benefit retirement plan of the teachers' 

retirement system is eligible to participate in the defined contribution retirement plan 

established under AS 14.25.310 - 14.25.590 if that member has not vested. 

Participation in the defined contribution retirement plan is in lieu of participation in 

the defined benefit retirement plan established under AS 14.25.009 - 14.25.220.

(b) A member who has vested in a defined benefit retirement plan is not 

eligible to transfer under this section.

(c) Each eligible member who elects to participate in the defined contribution 

retirement plan shall have transferred to a new account the present value of the 

member contribution account balance held in trust for the member under the defined 

benefit retirement plan of the teachers' retirement system. A matching employer 

contribution shall be made on behalf of that employee to the new account. Upon a 

transfer, all service credit previously earned under the defined benefit retirement plan 

shall be nullified for purposes of entitlement to a future benefit under the defined 

benefit retirement plan but shall be credited for purposes of eligibility to elect medical 

benefits under AS 14.25.470. An eligible member whose accounts are subject to a 

qualified domestic relations order may not make an election to participate in the 

defined contribution retirement plan under this subsection unless the qualified 

domestic relations order is amended or vacated and court-certified copies of the order 

ate received by the administrator.

(d; As directed by the participant, the board shall transfer or cause to he 

transferred the appropriate amounts to the designated account. The board shall 

establish transfer procedures by regulation, but the actual transfer may no* ' : later 

than 30 days alter the effective date of the member’s participation ir the defined 

contribution iciiremeni plan unless the major financial markets for sr.urines available 

for a transfer are seriously disrupted by an unforeseen event that also causes the 

suspension of trading on any national securities exchange in the country where Ihe 

securities were issued. In that event, the 30-day period of time may be extended hy a
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resolution of the board of trustees. Transfers are not commissionable or subject to 

other fees and may be in the form of securities or cash as determined by the board. 

Securities shall be valued as of the date of receipt in the participant's account.

(c) If the board or the administrator receives notification from the United 

States Department of the Treasury, Internal Revenue Service, that this section or a 

portion of this section will cause the retirement system under this chapter, or a portion 

of the retirement system under this chapter, to be disqualified for tax purposes under 

the Internal Revenue Code, the portion that will cause the disqualification docs not 

apply, and the board and the administrator shall notify the presiding officers of the 

legislature.

(f) The election lo participate in the defined contribution retirement plan must 

be made in writing on forms and in the manner prescribed by the administrator. 

Before accepting an election to participate in the defined contribution retirement plan, 

the administrator must provide the employee planning on making an election to 

participate in the defined contribution retirement plan with information, including 

calculations to illustrate the effect of moving the employee's retirement plan from the 

defined benefit retirement plan to the defined contribution retirement plan as well as 

jthcr information to clearly inform the employee of the potential consequences of the 

employee's election. An election made under this subsection to participate in the 

defined contribution retirement plan is irrevocable. Upon making the election, the 

participant shall be enrolled as a member of the defined contribution retirement plan, 

the member’s participation in the plan shall be governed by the provisions of 

AS 1-4.25.310 - 1-4.25.5^0, and !hc member's participation in the defined benefit 

rcL.cmcnl plan under AS I-1,25.009 • 1-4.25.220 shall terminate. The participant's 

enrollment in the defined contribution rel'rement plan shall be effective the first day ol 

the month after the administrator receives the completed enrollment forms, An 

election made by an eligible member who is married is not effective unless the 

election is signed by ihe individual's spouse.

(g) A member may make Un election under this section only if the member's 

employer participates in both the defined benefits retirement plan and the defined 

contribution retirement plan and consents to transfers under this section. The
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employer shall notify the administrator if the employer consents to allowing the 

employer’s members to choose to transfer from the defined benefits retirement plan to 

the defined contribution retirement plan under this section. An employer's notice to 

allow transfers is irrevocable and applicable to all eligible employees of the employer,

(h) In this section.

(1) "defined benefit retirement plan" means the retirement plan 

established in AS 14.25.009 - 14.25.220;

(2) "defined contribution retirement plan" means the retirement plan 

established in AS 14.25.310- 14.25.590.

Sec. 14.25.550. M em bership  in teachers ' and  public employees' 

re tirem ent systems. A person who is employed at least half-time in the public 

employees' defined contribution retirement plan (AS 39.35.700 - 39.35.990) during the 

same period that the person is employed at least half-time in a position in the teachers' 

defined contribution retirement plan (AS 14.25.310 - 14.25.590) shall receive credited 

service under each plan for half-time employment. However, the amount of credited 

service a person receives under the public employees' defined contribution retirement 

plan during a school year may not exceed the amount necessary, when added to the 

amount of credited service earned during the school year under the teachers' defined 

contribution retirement plan, to equal one year of credited service.

Sec. 14.25.560. Legislators who have been teachers, (a) A state legislator 

who was an active member of the defined contribution plan under other sections of 

AS 14.25.3IU - 14.25.590 within the 12 months immediately preceding election to 

office may, subject to the requirements of (b) o f  this section, elect to be an active 

member of the teachers' defined contribution retirement plan for as long as the state 

legislator serves continuously as a state legislator if. within 90 days alter taking the 

oath of office.

(1) die state legislator directs the employer in writing to

(A) pay into this plan the employer contributions required for a 

member under AS 14.25.310- 14.25.590; and

(B) deduct from the state legislator's salary and pay into this

plan

MI (FIN) -32-
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(i) ihe employee contributions required for a member 

under AS 14.25.310- 14.25.590; and

(ii) an amount equal to the difference between the total 

employer and state contributions required for a member under 

AS 14.25.310 - 14.25.590 and the employer contributions that would be 

required under the public employees' defined contribution retirement 

plan (AS 39.35.700 - 39.35.990) if the legislator were covered under 

that plan; and

(2) notice is given the administrator in writing.

(b) A stale legislator is not entitled to elect membership under (a) of this 

section if the state legislator is covered for the same period ol service under the public 

employees' defined contribution retirement plan (AS 39.35.700 - 39.35.990). An 

election of membership under (a) of this section is retroactive to the date the state 

legislator look the oath of office. A stale legislator may not receive membership credit 

under (a) of this section for legislative sendee performed before the legislative session 

during which the state legislator elected membership under (a) of this section. Jn order 

to continue in membership sendee under (a) of this section, the state legislator must 

cam at least 0.3 years of membership sen' 'c  under other sections of AS 14.25.310 -

14.25.590 during each five-year period.

Sec. 14.25.570. Partic ipation  hy National Education  Association 

employees. An employee or former employee of the National Education Association 

of Alaska may participate in the teachers' defined contribution retirement plan under 

AS 14.25.310 - 14.25.590 if the employee or former employee possesses or is eligible 

to possess a teacher certificate under AS 14.20.020.

Sec. 14.25.5S0. Partic ipation  hy Special Education Service Agcnc\ 

employees. An employee of the Special Education Service Agency may participate in 

the system under this chapter if the employee possesses or is eligible to possess a 

teacher certificate under AS 14.20.020.

Sec. 14.25.590. Definitions. In AS 14.25.310 - 14.25.500, unless the context 

require* otherwise,

(1) "administrator" has the meaning given in AS 14.25.220;

..13- C SSIt I4HMN>
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(2) "alternate payee" means a person entitled to a portion of the 

distribution from an individual account under a qualified domestic relations order;

(3) "annuitant" means a member, beneficiary or alternate payee who is 

receiving a benefit under this plan;

(4) "beneficiary" means the person or persons entitled to receive 

benefits that may be due from the plan upon the death of the member or alternate 

payee;

(5) "board" has the meaning given in AS 14.25.220;

(6) "calendar year" has the meaning given in AS 39.35.680;

(7) "compensation"

(A) means

(i) the total remuneration earned by an employee for 

personal services rendered, including cost-of-living differentials, as 

reported on the employee's Federal Income Tax Withholding Statement 

(Form W-2) from the employer for the calendar year;

(ii) the member contribution to the teachers' retirement 

system under AS 14.25.340;

(B) does not include retirement benefits, severance pay or other 

separation bonuses, welfare benefits, per diem, expense allowances, workers' 

compensation payments, payments for leave not used whether those leave 

payments arc scheduled payments, lump-sum payments, donations, or cash-ins, 

any remuneration contributed by the employer for or on account of the 

employee under this plan or under any other qualified or nonqualified 

employee benefit plan, any remuneration not specifically included above 

which would have been excluded under 26 U.S.C. 3121(a) (Internal Revenue 

Code) il the employer had remained in the Federal Social Security System, or 

any remuneration paid by the employer in excess of the Social Security 

Taxable Wage Base lor the calendar vcar;

(C) notwithstanding (B) of this paragraph, includes any amount 

that is contributed by the employer under a salary reduction agreement and that 

is not includible in the gross income of the employee under 26 U.S.( . 125,
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. . . . f t w  Vndei l i n u d  ICELEIEP TFX? W'ACKZTXPJ

CSSIt MHJ’IN)



24-LS0637\I

132(f)(4), 402(c)(3), 402(h)(1)(B) or 403(b) (Internal Revenue Code); the 

annual compensation limitation for the member, which is so taken into account 

for those purposes, may not exceed $200,000, as adjusted for the cost of living 

in accordance with 26 U.S.C. 401 (a)( 17)(B) (Internal Revenue Code), with the 

limitation for a fiscal year being the limitation in effect for the calendar year 

within which the fiscal year begins;

(8) "dependent child" has the meaning given in AS 14.25.220;

(9) "distribution commencement date" has the meaning given in 

AS 14.25.440(a);

(10) "employer" means a public school district, the Board of Regents 

of the University of Alaska, the Department of Education and Early Development, or 

the regional resource centers;

(11) "fund" means Lhe assets of the plan:

(12) "individual account" means the total maintained by the plan in an 

investment account within the trust fund, established for each member for the purposes 

of allocation of the member's contributions, employer contributions on behalf of the 

member, and earnings credited to each of those contributions, investment gains and 

losses, and expenses, as well as reporting of the member's benefit under the plan;

(13) "Internal Revenue Code" has the meaning given in AS 14.25.220;

(14) "investment funds" means those separate funds that arc provided 

within and that make up the trust fund and that arc established for the purpose of 

directing investment through the exercise o f  the sole control of a member, beneficiary, 

or alternate payee under the terms of the plan and trust agreement;

(15) "limitation year" means the year for winch contributions are made 

to a member's individual account as reported to the Internal Revenue Service under the 

limits described in 26 U.S.C. 415(c);

(16) "member" means an employee of an employer or a former 

employee of an employer who retains a right to benefits under the plan;

(17) "membership service" means full-time or pan-time employment 

with an employer in the plan;

i IS) "normal retirement age" means 65 years of age;
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(19) "participant" means the person who has a vested right to an 

individual account, such as a member, an alternate payee if the account is subject to a 

qualified domestic relations order, the member's beneficiary if the member is 

deceased, or an alternate payee's beneficiary if the alternate payee is deceased;

(20) "plan" means the retirement benefit plan established under 

AS 14.25.310- 14.25.590;

(21) "prudent investment standard" means the degree of care, skill, 

prudence, and diligence under the circumstances then prevailing that a prudent person 

acting in a like capacity and familiar with such matters would use in the conduct of an 

enterprise of a like character and with like aims;

(22) "qualified domestic relations order" means a divorce or 

dissolution judgment under AS 25.24, including an order approving a property 

settlement, that

(A) creates or recognizes the existence of an alternate payee's 

right to, or assigns to an alternate payee the right to, receive all or a portion of 

the individual account, or the benefits payable with respect to a member:

(B) sets out the name and last known mailing address, if any. of 

the member and of each alternate payee covered by the order;

(C) sets out the amount or percentage of the member's benefit, 

or of any survivor's benefit, to be paid to the alternate payee, or sets out the 

manner in which that amount or percentage is to be determined;

(D) sets out the number of payments or period to which the

order applies;

(E) sets out the retirement plan to which the order applies;

(F) docs not require any type or form of benefit or any option 

not otherwise provided by AS 14.25.310 - 14.25.590;

(G) does not require an increase o f  benefits in excess of the 

amount provided by AS 14.25.310 - 14.25.590; and

(11) does not require the payment, to an alternate payee, of 

benefits that are required to be paid to another alternate payee under anothet 

order previously determined to be a qualified domestic iclations order:
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(23) "retiree" means an eligible person who has elected to receive the 

medical benefits under AS 14.25.480;

(24) "retirement fund" or "fund" means the fund in which the assets of 

the plan, including income and interest derived from the investment of money, are 

deposited and held;

(25) "school year" has the meaning given in AS 14.25.220;

(26) "system" has the meaning given in AS 14.25.220;

(27) "teacher" and "member" arc used interchangeably under 

AS 14.25.310 - 14.25.590 and mean a person eligible to participate in the plan and 

who is covered by the plan, limited to

(A) a certificated full-time or part-time elementary or 

secondary teacher, a certificated school nurse, or a certificated person in a 

position requiring a teaching certificate ar a condition of employment in a 

public school of the state, the Department of Education and Early 

Development, or the Department of Labor and Workforce Development;

(B) a full-time or part-time teacher of the University of Alaska 

or a person occupying a full-time administrative position at the University of 

Alaska that requires ac identic standing; the approval of the administrator must 

be obtained before an administrative position qualifies for membership in the 

plan; however, a teacher or administrative person at the university who is 

participating in a university retirement program under AS 14.40.661 - 

14.40.799 is not a memoer under this plan;

(28) "year of service" means service during the dates set for the school 

year; partial-vear service credit is given for membership se-vicc as follows:

(A) during any school year,

(i) less than ninq days, no credit:

(ii) nine days or more but less than 27 days. 0.1 years;

(lii) 27 days or more but less than 45 days, 0.2 years;

(iv) 45 days or moie but less than 63 days. 0.3 years;

(v) 63 days or more but less than SI days, 0.4 years;

(vi) 81 days or more but less than 100 days, 0.5 years.
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(vii) 100 days or more but less than 118 days, 0.6 years;

(viii) 118 days or more but less than 136 days, 0.7

years;

(ix) 136 days or more but less than 154 days, 0.8 years;

(x) 154 days or more but less than 172 days, 0.9 years;

(xi) 172 days or more, 1.0 years;

(B) service performed on a part-time basis of half time or more 

shall be credited in proportion to the amount of credit that would have been 

received for service performed on a full-time basis.

* Sec. 33. AS 14.40.280(c) is amended to read:

(c) Except as provided by (b) of this section, the monetary gifts, bequests, or 

endowments that are made to the University of Alaska shall be managed and invested 

by the Board of Regents. In carrying out its management and investment 

responsibilities under this subsection, the Board of Regents has the same power and 

obligations to carry out duties with respect to the endowments of the University of 

Alaska as arc provided to and required of the Alaska R etirem ent M anagem ent 

[STATE PENSION INVESTMENT] Board under AS 37.10.210 [AS 14.25.180].

* See. 34. AS 14.40.400(b) is amended to read:

(b) The Board of Regents is the fiduciary of the fund. The Board of Regents 

shall account for and invest the fund. In carrying out its investment responsibilities 

under this subsection, the Board of Regents has the same powers and duties with 

respect to the fund as are provided lo and required of the Alaska Retirement 

M anagem ent [STATE PENSION INVESTMENT] Board under AS 37.10.210 

[AS 14.25.180],

* See. 35. AS 14.40.661 is amended to read:

See. 14.40.661. A uthority  of hoard , (a) The board may establish and 

m aintain  [AN OPTIONAL! university retirement u ro g ram s [PROGRAM] for 

eligible employees in which retirement, health, and death benclits are provided 

through the purchase of annuity contracts, either fixed, variable, or a combination ol 

fixed and variable. Participation in a university retirem ent ['THE] program is in 

place of participation in a stale retirement system. The university  mav establish
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retirem ent p rog ram s for new employees in a partic ipa ting  position at anv time. 

R etirem ent p rog ram s mav he optional or m anda to ry .

(b) The board shall

(1) provide for the administration o f  the re tirem en t program s 

[PROGRAM1, including procedures for resolving complaints from participating 

employees;

(2) designate the company or companies to which payment of the 

contributions required under AS 14.40.691 may be made, after considering the

(A) nature and extent of the rights and benefits that the 

contracts will provide to employees who elect to participate and lo their 

beneficiaries;

(B) relation of the contractual rights and benefits to the 

contributions to be made under AS 14.40.661 - 14.40.799;

(C) suitabili*- of the contractual rights and benefits lo the needs 

and interests of employees who [ELECTING TO] participate and to the 

interest of the university in the employment and retention of employees;

(D) ability of the designated company or companies to provide 

rights and benefits under the contracts: and

(E) efficacy of the contracts in the recruitment and retention of 

faculty and administrators;

(3) take other actions required to ensure that the re tirem en t program s 

comply with applicable provisions of 26 U.S.C. 401 - 417 [PROGRAM 

QUALIFIES AS A QUALIFIED TRUST UNDER 26 U.S.C. 401(a)] (Internal 

Revenue Code).

See. 36. AS 14.40.661 is amended by adding a new subsection lo read:

(c) The university retirement programs established under this section arc not 

subject to bargaining under AS 23.40.070 - 23.40.260 (Public Employment Relations 

Act).

See. 37. AS 14.40.671(b) is amended to read:

(h) An election under (a) of this section to participate in a university 

re tirem ent [THE] program is irrevocable. The election shall be made in writing on a
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form provided by the board and approved for the state by the commissioner of 

administration. The form must be filed with the university  not [BOARD NO] later 

than 30 days after the date on which the employee is notified bv the university  that 

the employee is [FIRST BECOMES] eligible to participate in the program. A copy of 

the form shall be delivered to the appropriate state retirement system. The election 

becomes irrevocable on the date it is received by the board.

* Sec. 38. AS 14.40.671(c) is amended to read:

(c) Partic ipation  in a university re tirem en t 'TH E ELECTION TO 

PARTICIPATE IN THE] program constitutes a waiver of all rights and benefits under 

the state retirement systems earned on or after the effective date of the election if the 

participation is optional, or the effective da te  of the partic ipa tion  if the 

participation is m andatory , and while the employee is participating in a university 

re tirem ent [THE] program.

* Sec. 39. AS 14.40.671(d) is amended to read:

(d) Except as provided in (e) of this section, if a nonvestcd member of a state 

retirement system participates [ELECTS TO PARTICIPATE] in a university 

re tirem ent [THE] program, the employee may choose to transfer the amount in the 

employee’s contribution account to a university re t i rem en t [THE] program. If the 

employee chooses to transfer the account, the appropriate state retirement system shall 

pay to the university on behalf of the employee an amount equal to the balance in the 

account. The payment must be made within 45 days after notice o f  the employee's 

decision to tran s fe r  the employee's con tribu tion  account to a university 

retirem ent p ro g ram  |THE ELECTION] is received by the slate retirement system. 

The financial officer of the university shall [IMMEDIATELY] pay the amount 

received to the designated company or companies for the benefit of the employee as 

soon as possible. An employee who transfers assets under this subsection may not 

reclaim the corresponding service in the stale retirement system if the employee is 

reemployed under the state retirement system.

* Sec. 40. AS 14.40.671(c) is amended lo read:

(e) An employee whose rights to transfer assets out of a slate retirement 

system arc subject lo a qualified domestic relations order is entitled to transfer assets

;sii 141 (KIN) -40-
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from the state retirement system to n university re t i rem en t [THE] program only if 

th re q u i re m e n ts  for receiving a refund under AS 14.25.150(b). 14.25.360, [OR] 

AS 39.35.200(c), o r  39.35.760, as appropriate, are met.

* See. 41. AS 14.40.671(0 is amended to read:

(0  If a vesied member of a state retirement system pm cicipatcs [ELECTS TO 

PARTICIPATE] in a university re tirem ent [THE] program, the employee ceases to 

be an active member of the state retirement system on the effective date of the 

participation in a university re tirem en t [THE] program. The employee retains all 

benefits accrued in the state retirement system

* Sec. 42. AS 14.40.671(g) is amended to read:

(.gi An employee who does not [ELECT TO] participate in a university 

re tirem en t [THE] program under this section becomes or remains a member of the 

appropriate state retirement system.

* Sec. 43. AS 14.40.671 is amended by adding new subsections to read:

(h) Notwithstanding (a) of this section, the university may establish a 

mandatory retirement program for new employees.

(i) Notwithstanding (b) of this section, the umverr'ty may offer an employee 

who made ar. election not to participate in an optional -•uversity retirement program at 

the time the employee was eligible to participate in the program an option to enroll in 

a different university retirement program first established by the university after the 

effective date of this subsection.

* Sec. 44. AS 14.40.681 is amended to read:

Sec. 14.40.681. R etirem ent system m em bersh ip . An [ELIGIBLE] employee 

narlicintitinu [ELECTING TO PARTICIPATE] in a university re tirem ent [THE] 

program may not participate in a state retirement system during the time the employee 

is employed in a participating position. If the cmp'oycc is later employed in a position 

covered by a state retirement system that is not a participating position, the employee j 

may not continue to participate in n university re tirem ent [THE] program and shall 

begin to participate in Ihe state retirement system.

Sec. 45. AS 14.40.691(c) is amended to read:

(c) The board may specify that contributions required by this section are made

. 4 1 .  CSSH 14KPIN)
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by a reduction in salary under 26 U.S.C. 403(10 o r  26 U.S.C. 414(h)(2) (Internal 

Revenue Code).

* Sec. 46. AS 14.40.701 is amended to read:

Sec. 14.40.701. Benefits. Payment of benefits to participants of the program 

is the responsibility of the company or companies designated by the board and is not 

the responsibility of the board, the university, or the state. The benefits are payable to 

participants or their beneficiaries in accordance with the terms of the applicable 

re t i rem en t plan docum ent [ANNUITY CONTRACT OR CONTRACTS. 

HOWEVER, RETIREMENT BENEI ITS MUST BE PAID IN THE FORM  OF A 

LIFETIME INCOME. EXCEPT FOR DEATH BENEFITS, A SINGLE-SUM CASH 

PAYM ENT IS NOT PERMITTED UNDER THIS SECTION].

* Sec. 47. AS 14.40.799(3) is amended lo read:

(3) "contribution account" means the member contribution account

under AS 14.25.009 - 14.25.220. the individual account u n d e r  AS 14.25.311) ■ 

14.25.590. [AS 14.25 OR] the employee contribution account under AS 39.35.095 - 

39.35.680. o r  the individual account u n d e r  AS 39.35.700 - 39.35.990 [AS 39.35], 

whichever is appropriate;

* Sec. 48. AS 14.40.799(5) is amended to read:

(5) "participating position" means a position that is a permanent

position that is at least a .5 full-time appointment and is included in the applicable 

re t i rem en t plan docum ent [AS

(A) A FACULTY APPOINTMENT; OR

(B) AN ADMINISTRATOR AND THE POSITION HAS 

BEEN DESIGNATED BY TH E BOARD FOR INCLUSION IN THE 

PROGRAM |;

* Sec. 49. AS 14.40.799(6) is amended to read:

(6) "program" means a (THE OPTIONAL] university retirement

program;

* Sec. 50. AS 14.40.799 is amended by adding a new paragraph to read:

(8) "university" means the University of Alaska.

* Sec. 51. AS 22.25.048(c) i.s amended to read:

CSSIJ 141 (FIN) -42-
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(c) The Alaska R etirem ent M anagem ent [STATE PENSION 

INVESTMENT] Board is the fiduciary of the fund and has the same powers and 

duties under this section in regard to the judicial retirement trust fund as are provided 

in AS 37.10.210 [AS 14.25.180],

* Sec. 52. AS 22.25.900( 1) is amended to read:

(1) "actuarial equivalent" means the adjustment necessary to obtain 

equality in value of the aggregate expected payments under two different forms of 

pension payments, considering expected mortality and interest earnings on the basis of 

assumptions, factors, and methods specified in regulations issued under the system 

that are formally adopted [UNDER AS 22.25.027] by the Alaska Retirement 

M anagem ent B oard [COMMISSIONER OF ADMINISTRATION] that clearly 

preclude employer discretion in the determination of the amount of any justice's, 

judge's, or member's benefit:

* Sec. 53. AS 26.05.226(a) is amended to read:

(a) The Department of Military and Veterans' Affairs shall contribute lo the 

Alaska National Guard and Alaska Naval Militia retirement system the amounts 

determined by the Alaska Retirem ent M anagem ent Board [COMMISSIONER OF 

ADMINISTRATION] as necessary to

(1) fund the system based on the actuarial requirements of the system 

as established by the Alaska Retirem ent M anagem ent Board [COMMISSIONER 

OF ADMINISTRATION]; and

(2) administer the system.

* Sec. 54. AS 26.05.228(c) is amended to read:

(c) The Alaska Retirement M anagem ent [STATE PENSION 

INVESTMENT] Board is the fiduciary of the fund and has the same powers and 

duties under this section in regard to the fund as are provided under AS 37.10.220 

[AS 14.25.180].

* Sec. 55. AS 36.30.015(0 is amended to read:

(0  TIB board of directors of the Alaska Housing Finance Corporation, 

notwithstanding AS 18.56.088, and the board of directors of the Knik Arm Bridge and 

'foil Authority under AS 19.75.111, shall adopt regulations under AS 44.62

. 43. CSSH 141 (FIN)
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(Administrative Procedure Act} and the board of trustees of the Alaska Retirem ent 

M anagem ent [STATE PENSION INVESTMENT] Board shall adopt regulations 

under AS 37.10.240 to govern the procurement of supplies, services, professional 

services, and construction for the respective public corporation and board. The 

regulations must reflect competitive bidding principles and provide vendors 

reasonable and equitable opportunities to participate in the procurement process and 

must include procurement methods to meet emergency and extraordinary 

circumstances. Notwithstanding the other provisions of this subsection, the Alaska 

Housing Finance Corporation, the Knik Arm Bridge and Toll Authority, and the 

Alaska R e tirem en t M anagem ent [STATE PENSION INVESTMENT] Board shall 

comply with AS 36.30.170(b).

* Sec. 56. AS 36.30.990(1) is amended to read:

(1) "agency"

(A) means department, institution, board, commission, 

division, authority, public corporation, the Alaska Pioneers' Home, the Alaska 

Veterans' Home, or other administrative unit of the executive branch of state 

government;

(B) does not include

(i) the University of Alaska;

(ii) the Alaska Railroad Corporation;

(iii) the Alaska Housing Finance Corporation;

(iv) a regional Native housing authority created under 

AS 18.55.996 or a regional electrical authority created under 

AS 18.57.020;

(v) the Department of Transportation and Public 

Facilities, in regard to the repair, maintenance, and reconstruction of 

vessels, docking facilities, and passenger and vchieie transfer facilities 

of the Alaska marine highway system;

(vi) the Alaska Aerospace Development Corporation;

(vii) the Alaska Retirement M anagem ent [STATE 

PENSION INVESTMENT] Board;

14 HI* IN) -44-
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(viii) the Alaska Seafood Marketing Institute;

* Sec. 57. AS 37.10.071(d) is amended to read:

(d) In exercising investment, custodial, or depository powers or duties under 

this section, the fiduciary or the fiduciary's designee is liable for a breach of a duty 

that is assigned or delegated under this section, or under [AS 14.25.180,J 

AS 14.40.255, 14.40.280(c), 14.40.400(b), AS 37.10.070, AS 37.14.110(c), 37.14.160, 

or 37.14.170 [, OR AS 39.35.080]. However, the fiduciary or the designee is not 

liable for a breach of a duty that has been delegated to another person if the delegation 

is prudent under the applicable standard of prudence set out in statute or i f  the duty is 

assigned by law to another person, except to the extent that the fiduciary or designee

(1) knowingly participates in, or knowingly undertakes to conceal, an 

act or omission of another person knowing that the act or omission is a breach of that 

person's duties under this chapter;

(2) by failure to comply with this section in the administration of 

specific responsibilities, enables another person to commit a breach of duty; or

(3) has knowledge of a breach of duty by another person, unless the 

fiduciary or designee makes reasonable efforts under the circumstances to remedy the 

breach.

* Sec. 58. AS 37.10.071(f) is amended to read:

(f) In this section, "fiduciary of a state fund" or "fiduciary" means

(1) the commissioner of revenue for investments under AS 37.10.070;

or

(2) with respect lo the Alaska R etirem ent M anagem en t [STATE 

PENSION INVESTMENT] Board, for investments of the collective funds that it 

manages and  adm inisters  [UNDER OR SUBJECT TO AS 14.25.180],

(A) each trustee who serves on the board o f  trustees; and

(B) any other person who exercises control or authority with 

respect to management or disposition of assets for which the board is 

responsible or who gives investment advice to the board; or

(3) the person or body provided by law to manage the investments for 

investments not subject to [AS 14.25.180 OR] AS 37.10.070.
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* Sec. 59. AS 37. J 0.210 is repealed and reenacted to read:

Sec. 37.10.210. Alaska Retirem ent M anagem en t Board, (a) The Alaska 

Retirement Management Board is established in the Department of Revenue. The 

hoard's primary mission is to serve as the trustee of the assets of the state's retirement 

systems, the State of Alaska Supplemental Annuity Plan, and the deferred 

compensation program for state employees. Consistent with standards of prudence, 

the board has the fiduciary obligation to manage and invest these assets in a manner 

that is sufficient to meet the liabilities and pension obligations of the systems, plan, 

and program. The board may, with the approval o f  the commissioner of revenue and 

upon agreement with the responsible fiduciary, manage and invest other slate funds so 

long as the activity does not interfere with the board's primary mission. In making 

investments, the board shall exercise the powers and duties of a fiduciary of a state 

fund under AS 37.10.071.

(b) The Alaska Retirement Management Board consists of nine trustees. The 

commissioner of administration and the commissioner of revenue shall serve on the 

board. The governor shall appoint seven additional trustees who meet the eligibility 

requirements for an Alaska permanent fund dividend and who are professionally 

crcdentialed or have recognized competence in investment management, finance, 

banking, economics, accounting, pension administration, or actuarial analysis as 

follows:

(1) three trustees shall be appointed from the general public: a trustee 

appointed under this paragraph may not hold another stale office, position, or 

employment and may not be a member or beneficiary of a retirement system managed 

by the board;

(2) one trustee shall be employed as a finance officer for a political 

subdivision participating in the public employees' retirement system;

(3) one trustee shall be employed as a finance officer for a political 

subdivision participating in the teachers' retirement system;

(4) one trustee shall be a member of the public employees' retirement

system,

(5) one trustee shall be a member of the teachers' retirement system.

SSH 14KI-IN) -46*
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(c) The trustees, other than the two commissioners, shall serve for staggered 

terms of three years and may be reappointed to the board for a total of three 

consecutive terms. A person who has served three consecutive terms may not be 

reappointed lo Ihe board for at least one year

(d) The governor may, by written notice lo the trustee, remove a trustee for 

cause. After a trustee receives written notice of removal, the trustee may not 

participate in board business and may not be counted for purposes of establishing a 

quorum.

(e) A vacancy on the board of trustees shall be promptly filled. A person 

filling a vacancy holds office for the balance of the unexpircd term of the person's 

predecessor, and the balance of the unexpircd term served is not included in the thrcc- 

tcrm limitation under (c) of this section. A vacancy on the board does not impair the 

authority of a quorum of the board to exercise all the powers and perform all the duties 

of the board.

(f) Five trustees constitute a quorum for the transaction of business and the 

exercise of the powers and duties of the board.

(g) A trustee may not designate another person to serve on the board in the 

absence of the trustee.

JI) The board shall provide annual training to its members on the duties and 

powers of a f idd tian  of a state fund and other training as necessary to keep the 

members of the hoard educated about pension management and investment.

fi) The board shall elect a trustee lo serve as chair and a trustee to serve as 

vice-chair tor one-year terms. A trustee may be reelected to serve additional terms as 

chair or vice-chair.

Sec. 60. AS 3 7 .10 is amended bv adding a new section to read:

Sec. 37.10.215. A ttorney general.  The atfeorncl genetal is :hc legal counsel 

lor the board and shall advise the board and represent it in a legal proceeding 

Sec. 61. AS 37. Hj.220 is repealed and reenacted to read

Sec. 37.10.220. I’owers and  duties of the board ,  (al The board shall

11) hold regular and special meetings at the call of the chair or of at 

least live members; meetings ate open to thr public, and the board shall keep a full
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record o f  all its proceedings:

(2) after reviewing recommendations from the Department of

Revenue, adopt investment policies for each of the lands entrusted to the board;

(3) determine the appropriate investment objectives for the defined 

benefit plans established under the teachers' retirement system under AS 14.25 and the 

public employees' retirement system under AS 39.35;

(4) provide a range of investment options and establish the rules by

which participants can direct their investments among those options with respect to

accounts established under

(A) AS 14.25.340 and 14.25.350 (teachers' retirement system 

defined contribution indiv dual accounts);

(B) AS 39.30.150 - 39.30.180 (State of Alaska Supplementary

Annuity Plan);

(C) AS 39.35.730 - 39.35.750 (public employees' retirement 

system defined contribution individual accounts); and

(D) AS 39.45.010 - 39.45.060 (public employees' deferred 

compensation program);

(5) establish the rate of interest that shall be annually credited to each 

member's individual contribution account in accordance with AS 14.25.145 and 

AS 39.35.100 and the rale of interest that shall be annually credited to each member's 

account in the health reimbursement arrangement plan under AS 39 30.300 - i 

39.30.495; the rate of interest shall be adopted on the basis oi the probable cftective 

rate of interest on a long tcnii basis, and the rate may be changed from time to time;

(6) adopt a contribution surcharge as necessary under AS 39.35.160(c);

(7) coordinate with the retirement system administrator to have an 

annual actuarial valuation of each retirement system prepared to determine system 

assets, accrued liabilities, and funding ratios and to certify to the appropriate 

budgetary authority oi each employer in the system

(A) an appropriate contribution rate lor normal costs; and

(B) an appropriate contribution rate for liquidating any past 

service liability;
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(8) review actuarial assumptions prepared and certified by  a member 

of the American Academy of Actuaries and conduct experience analyses of the 

retirement systems not less than once every four years, except for health cost 

assumptions, which shall be reviewed annually; the results of all actuarial assumptions 

prepared under this paragraph shall be reviewed and certified by a second member of 

the American Academy of Actuaries before presentation to the board;

(9) contract for an independent audit of the state's actuary not less than 

once every four years;

(10) contract for an independent audit of the state's performance 

consultant not less than once every four years;

(11) obtain an external performance review to evaluate the investment 

policies of each fund entrusted to the board and report the results of the review to the 

appropriate fund fiduciary;

(12) by the first day of each regular legislative session, report to the 

governor, the legislature, and the individual employers participating in the state's 

retirement systems on the financial condition of the systems in regard to

(A) the valuation of trust fund assets and liabilities;

(B) current investment policies adopted by the board;

(C) a summary of assets held in trust listed by the categories ol

investment;

(D) the income and expenditures lor the previous fiscal year;
i

(E) the return projections lor the next calendar year,

(fi) one-year, three-vear, five-year, and 10-ycar investment 

performance lor each of the lunds entrusted to the board; and

(Ci) other statistical data necessary lor a proper understanding 

o f  the financial status of the systems;

(13) submit quarterly updates of tiie investment perlorrnance reports to 

the legislative Budget and Audit Committee; and

114) develop an annual operating budget

(b) The board mav

( I ) employ outride investment advisors to review investment policies;
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(2) enter into an agreement with the fiduciary of another state fund in 

order to assume the management and investment of those assets;

(3) contract for other services necessary to execute the board's powers

and duties;

(4) enter into confidentiality agreements that would exempt records 

from AS 40.25.110 and 40.25.120 if the records contain information that could affect 

the value o f  investment by the board or that could impair the ability of the board to 

acquire, maintain, or dispose of investments.

(c) Expenses fur the board and the operations of the board shall be paid from 

the retirement fund.

* Sec. 62. AS 37.10.250 is amended to read:

Sec. 37.10.250. Compensation o f  trustees. Trustees, other than trustees who 

arc employees of the stalc^ [OR] a political subdivision o f  the state, o r  a school 

district o r  regional educational a ttendance a re a  in the s ta te , receive an honorarium 

of SI 50 for each day spent at a meeting of the board or at a meeting of a subcommittee 

of the board or at a public meeting as a representative of the board, including a dav in 

which a trustee travels to o r  from a m eeting. Trustees who arc state employees arc 

entitled to administrative leave for service as a trustee. Trustees who arc employees of 

a political subdivision of the state o r  a school district o r  regional educational 

a t tendance  area in the state  arc entitled to leave benefits provided by their employers 

comparable to those provided lo slate employees for service as a trustee, Trustees are 

entitled to per diem and travel expenses authorized for boards and commissions under 

AS 39 .20 .ISO.

* See. 63. AS 37.10.270(a) is amended to read:

(a) The board mav |SHAL.L] appoint an investment advisory council 

composed of at least three and not more than five members. Members of the council 

shall possess experience and expertise in financial investments and management of 

investment portfolios lor public, corporate, or unior. pension benefit lunds. 

foundations, or endowments.

* See. 64. AS 37.10.390 is amended to read:

Sec. 37.10.390. Dcllnitions. In AS 37.10.210 - 37.10.390. unless the context

c s s n  t-ii(pin ') -so-
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otherwise requires.

(1) "board" means the board of trustees of the Aiaska Retirem ent 

M anagem ent [STATE PENSION INVESTMENT] Board;

(2) " fu n d "  means the fund o r  funds composed o f  the assets of each 

of the re tirem en t systems administered and m anaged hv the hoard ;

(3) "recognized competence" means a m in im um  of 10 years'

m anagem ent, finance, hanking, economics, accounting, pension adm inistration, 

o r  ac tuaria l analysis:

(4) "retirement systems" o r  "system s" means the teachers' retirement 

system, the judicial retirement system, the Alaska National Guard and Alaska Naval 

Militia retirement system, [AND] the public employees' retirement system, the Stale 

of Alaska teachers ' and public employees' retiree health  re im bursem ent 

a rrangem en t plan, and the elected public officers' re tirem en t system under 

form er AS 39.37.

* Sec. 65. AS 37.14.160 is amended lo read:

Sec. 37.14.160. Duties of the com m issioner or revenue. The commissioner 

of revenue is the treasurer of the trust fund created in AS 37.14.110 and shall

(1) in carrying out investment duties under this section, exercise the 

same powers and duties established for the Alaska Retirem ent M anagem ent [STATE 

PENSION INVESTMENT] Board in AS 37.10.210 [AS 14.25.180(c)];

(2) deposit the principal and income from investments in separate 

piincipal and income accounts for the fund;

(3) invest and maintain accounting records that distinguish between the 

principal and income of the fund;

(4) provide reports to the hoard established under AS 37.14.120 on the 

condition and investment performance of the fund.

Sec. 66. AS 37.14.210(4) is amended to read:

(4) invest and reinvest the assets of the trust as provided in this section 

and as provided for the investment of funds under |AS 14.25.180(c) AND] 

AS 37.14.170;

teaching in the Held of investment
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* Sec. 67. AS 37.14.520(4) is amended to read:

(4) invest and reinvest the assets of the fund as provided in this section 

and as provided for the investment of funds under [AS 14.25.180(c) AND] 

AS 37.14.170;

* Sec. 68. AS 37.14.610 is amended to read:

Sec. 37.14.610. Duties of the com missioner. The commissioner of revenue 

has the power and duty to

(1) act as official custodian of the cash and investments belonging to 

the Arctic Winter Games Team Alaska trust by securing adequate and safe custodial 

facilities;

(2) exercise the same powers and duties as those established for the 

Alaska R etirem ent M anagem ent [STATE PENSION INVESTMENT] Board in 

AS 37.10.210 [AS 14.25.180(b) AND (c)];

(3) invest the assets of the trust in a manner likely to yield at least five 

percent real rate c f  return over time;

f4) maintain accounting records of the trust in accordance with 

investment accounting principles;

(5) enter into and enforce contracts or agreements considered 

necessary for the investment purposes of the trust;

(6) report annually to the board of directors of the Arctic Winter 

Games Team Alaska the condition and performance of the trust:

(7) monitor use of trust money by the Arctic Winter Games ’I earn

Alaska; and

(S) do all acts that the commissioner of revenue considers necessary or 

proper in administering the assets of the trust.

* Sec. 69. AS 39.30.090(a) is amended to read.

(a) The Department of Administration may obtain a policy or policies ot group 

insurance covering slate employees, persons entitled «o coverage undci As 14.25.168, 

14.25.480. AS 22.25.090. AS 39.35.535. 39.35.880. or former AS 39.37.1 4 \  

employees of other participating governmental units, or persons entitled to coverage 

under AS 23.15.13ft, subject to the following conditions:
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0 )  A group insurance policy shall provide one or more of the 

following benefits: life insurance, accidental death and dismemberment insurance, 

weekly indemnity insurance, hospital expense insurance, surgical expense insurance, 

dental expense insurance, audiovisual insurance, or other medical care insurance.

(2) Each eligible employee of the state, the spouse and the unmarried 

children chiefly dependent on the eligible employee for support, and each eligible 

employee of another participating governmental unit shall be covered by the group 

policy, unless exempt under regulations adopted by the commissioner of 

administration.

(3) A governmental unit may participate under a group policy if

(A) its governing body adopts a resolution authorizing 

participation, and payment o f  required premiums;

(B) a certified copy of the resolution is filed with the 

Department of Administration; and

(C) the commissioner of administration approves the 

participation in writing.

(4) In procuring a policy of group health or group life insurance as 

provided under this section or excess loss insurance as provided in AS 39.30.091, the 

Department of Administration shall comply with the dual choice requirements of 

AS 21.86.310, and shall obtain the insurance policy from an insurer authorized to 

transact business in the state under AS 21.09, a hospital or medical service corporation 

authorized to transact business in this state under AS 21.87, or a health maintenance 

organization authorized to operate in this state under AS 21.86. An excess loss 

insurance policy may be obtained from a life or health insurer authorized to transact 

business in this state under AS 21.09 or from a hospital or medical service corporation 

authorized to transact business in this state under AS 21.87.

(5) The Department of Administration shall make available bid 

specifications for desired insurance benefits or for administration o f  benefit claims and 

payments to (A) all insurance earners authorized to transact business in this state | 

under AS 2 1 0 9  and all hospital or medical service corporations authorized to transact 

business under AS 21.87 who are qualified to provide the desired benefits; and (H.) to
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insurance carriers authorized to transact business in this state under AS 21.09, hospital 

or medical service corporations authorized to transact business under AS 21.87, and 

third-party administrators licensed to transact business in this state and qualified to 

provide administrative services. The specifications shall be made available at least 

once every five years. The lowest responsible bid submitted by an insurance carrier, 

hospital or medical service corporation, or third-party administrator with adequate 

servicing facilities shall govern selection of a carrier, hospital or medical service 

corporation, or third-party administrator under this section or the selection of an 

insurance carrier or a hospital or medical service corporation to provide excess loss 

insurance as provided in AS 39.30.091.

(6) If the aggregate of dividends payable under the group insurance 

policy exceeds the governmental unit's share of the premium, the excess shall be 

applied by the governmental unit for the sole benefit of the employees.

(7) A person receiving benefits under AS 14.25.110, AS 22.2., 

AS 39.35, or former AS 39.37 may continue the life insurance coverage that was in 

effect under this section at the time of termination of employment with the state or 

participating governmental unit.

(8) A person electing lo have insurance under (7) of this subsection 

shall pay the cost of this insurance.

(9) For each pcrmanenl part-time employee electing coverage under 

this section, ihe stale shall contribute one-half the state contribution rale for permanent 

full-time state employees, ai d the permanent part-time employee shall contribute the 

other one-half.

(10) A persoi receiving benefits under AS 14.25, AS 22.25, AS 39 3-5, 

or former AS 39.37 may obtain auditory, visual, and dental insurance for that person 

and eligible dependents under this section. The level of coverage lor persons over 05 

shall be the same as that available before reaching age 65 except that the benefits 

payable shall be supplemental to any benefits provided under the federal old age. 

survivors, and disability insurance program. A person electing to have insurance 

under this paragraph shall pay the cost of the insurance. The commissioner of 

administration shall adopt regulations implementing this paragraph.
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H I )  A person receiving benefits under AS 14.25, AS 22.25, AS 39.35, 

or former AS 39.37 may obtain long-term care insurance for that person and eligible 

dependents under this section. A person who elects insurance under this paragraph 

shall pay the cost of the insurance premium. The commissioner of administration 

shall adopt regulations to implement this paragraph.

(12) Each licensee holding a current operating agreement for a vending 

facility under AS 23.15.010 - 23.15.210 shall be covered by the group policy that 

applies to governmental units other than the state.

* Sec. 70. AS 39.30.095(d) is amended to read:

(d) If the commissioner of administration determines that there is more money 

in the fund than the amount needed to pay premiums, benefits, and administrative 

costs for the current fiscal year, the surplus, or so much of it as the commissioner of 

administration considers advisable, may be invested by the commissioner of revenue 

in the same manner as retirement funds are invested under AS 37.10.210 and

37.10.220 fAS 14.25.180J.

* Sec. 71. AS 39.30.150(b) is amended to read:

(b) Employees of the division of marine transportation included in 

AS 39.35.095 - 39.35.680 [THE PUBLIC EMPLOYEES' RETIREM ENT SYSTEM] 

through the process of collective bargaining under AS 39.35.680(21)(D) may, under 

the terms of a collective bargaining agreement, utilize contributions made under (a) of 

this section on their behalf lo offset the costs of inclusion in the public employees' 

retirement system; however,

(1) the stale is placed under no obligation lo continue making 

contributions under this section if the state resumes participation in the federal social 

security system;

(2) the bargaining agreement must provide a mechanism for satisfying 

any residual liabilities that might exist if the state resumes participation in the federal 

social security system; and

(3) funds contributed under (a) of this section on behalf of employees 

who arc not covered by maritime union contracts may not be obligated or expended to 

pay any costs associated with Ihe inclusion of marine transportation employees m
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1 AS 39.35.095 - 39.35.6S0 [THE PUBLIC EMPLOYEES' RETIREMENT SYSTEM].

2 * Sec. 72. AS 39.30 is amended by adding a new section to read:

3 Sec. 39.30.151. Administrator. The commissioner of administration or the

4 commissioner's designee is the administrator of the system.

5 * Sec. 73. AS 39.30 is amended by adding a new section to read:

6 Sec. 39.30.154. Powers and duties of the adm in is tra to r .  The administrator

7 has the same powers and duties with regard to the plan as those set out in

8 AS 14.25.004.

9 * Sec. 74. AS 39.30.155 is repealed and reenacted to read:

10 Sec. 39.30.155. M anagem ent and  investm ent of fund. The Alaska

11 Retirement Management Board is ihe fiduciary of the fund and has the same powers

12 and duties under this section in regard to the fund as are provided under AS 37.10.210.

13 :f:Sec. 75. AS 39.30.160(a) is amended to read:

14 (a) The Department of Administration shall, in accordance with policies

15 prescribed by regulations of the Alaska R etirem ent M anagem ent [PUBLIC

16 EMPLOYEES RETIREMENT] Board, provide to employees for whom special

17 individual employee benefit accounts are established under AS 39.30.150 the

IS following benefit options:

19 (1) supplemental health benefits: [.]

20 (2) supplemental death benefits: [,]

21 (3) supplemental disability benefits: [,] and

22 (4) supplemental dependent caie benefits.

23 * Sec. 76. AS 39.30.160(c) is amended to read:

24 (c) Regulations adopted by the board  [PUBLIC EMPLOYEES

25 RETIREMENT BOARD] implementing AS 39.30.150 and this section arc not subject

26 to AS 44.62 (Administrative Procedure Act).

27 * Sec. 77. AS 39.30.175(a) is amended to read:

28 I (a) The hoard  [ALASKA STATE PENSION INVESTMENT HOARD] is the

29 fiduciary of the mandatory receipts, under AS 39.30.150(a), of the employee benefits

30 program established under AS 39.30.150 - 39.30.180 and has the same powers and

31 | duties concerning the management and investment in regard to those receipts as are
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provided under AS 37.10.210 [AS 14.25.180].

* Sec. 78. AS 39.30.180 is amended by adding a new paragraph to read:

(3) "board" means the board of trustees o f  the Alaska Retirement 

Management Board established under AS 37,10.210.

* Sec. 79. AS 39.30 is amended by adding new sections lo read:

Article 5. S ta te  of A laska Teachers ' and Public Em ployees ' Retiree  H ealth  

R eim bursem ent A rran g em en t Plan.

Sec. 39.30.300. S tate of A laska T eachers ' and  Public Em ployees' Retiree 

Health R eim bursem ent A rrangem en t Plan established. The State of Alaska 

Teachers' and Public Employees' Retiree Health Reimbursement Arrangement Plan is 

established for teachers who first become members of the defined contribution plan of 

ihe teachers' retirement system under AS 14.25.310 - 14.25.590 on or after July 1, 

2005, and employees of the state, political subdivisions of the state, and public 

organizations of the stale who first become members of the defined contribution plan 

of the public employees' retirement system under AS 39.35.700 - 39.35.990 on or after 

July 1,2005.

Sec. 39.30.310. Purpose  and effective dale , (a) The purpose of the plan is to 

allow medical care expenses to be reimbursed from individual savings accounts 

established for eligible persons.

(b) The plan becomes effective July 1. 2005, al which time contributions by 

employers begin.

Sec. 39.30.320. A ttorney  general. The attorney general of the state is the 

legal counsel for the plan and shall advise the administrator and represent the plan in a 

legal proceeding.

Sec. 39.30.330. A dm in istra to r .  The commissioner of administration or the 

commissioner's designee is the administrator of the plan.

Sec. 39.30.340. Powers and duties o f  (lie a d m in is tra to r .  The administrator j 

shall establish a teachers' and public employees' retiree health reimbursement 

arrangement plan trust fund in which the assets of the plan shall be deposited and held. 

The administrator has the same powers and duties with regard to the plan and the trust 

fund us provided in AS 14.25.004.
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Sec. 39.30.350. Em ployer contribution fund. The fund established under 

AS 39.30.340 is an employer contribution fund. The value of the fund reflects 

employer contributions, expenses, and investment gains and losses. Employee 

contributions to the fund are not permitted.

Sec. 39.30.360. M anagem ent and  investment of the fund . The Alaska 

Retirement Management Board is the fiduciary of the fund and has the same powers 

and duties under this section in regard to the fund as arc provided under AS 37.10.220.

Sec. 39.30.370. Contributions by employers. For each member o f  the plan, 

an employer shall contribute to the teachers' and public employees' retiree health 

reimbursement arrangement plan trust fund an amount equal to two percent of the 

employer's average annual employee compensation. The administrator shall maintain 

a record for each member to account for employer contributions on behalf of that 

member. The board shall establish by regulation the rate of interest to be applied 

mnually to the amount in a member’s individual account.

See. 39.30.380. T erm ination  of employment. A person who terminates 

employment before meeting the eligibility requirements o f  AS 14.25.470 or 

AS 39.35.870 loses any right to the contributions made on behalf of the person to the 

teachers' and public employees' retiree health reimbursement arrangement trust fund.

If a person returns to employment with a participating employer within five years after 

the date of termination, the person's account balance shall be restored in the amount 

recorded on the date of termination from the trust, without interest or other adjustment.

Sec. 39.30.390. Eligibility and re im bursem ent. Persons who meet the 

eligibility requirements of AS 14.25.470 and AS 3JJ.35.870 are eligible fur 

reimbursements from the individual account established for a member under the plan.

A person who is the dependent child of an eligible member is eligible for 

reimbursements if the eligible member and surviving spouse have both died so long as 

the person meets the definition of dependent child.

See. 39.30.400. Benefits payable from the individual account. (a) The 

administrator may deduct the cost of monthly premiums from the individual account 

lor retiree major medical insurance on behalf of an eligible person who elected retiree 

major medical insurance under AS 14.25.480 or AS 39.35 880.
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(b) Upon application of an eligible person, the administrator shall reimburse to 

the eligible person the costs for medical care expenses as defined in 26 U.S.C. 213(d). 

Reimbursement is limited to the medical expenses of

(1) an eligible member, the spouse of an eligible member, and the 

dependent children of an eligible member; or

(2) a surviving spouse and the dependent children of an eligible 

member dependent on the surviving spouse.

(c) When the member's individual account balance is exhausted, the insurance 

premium deductions under (a) of 'his section and the reimbursement of medical care 

expenses under (b) o f  this section end.

(d) If all eligible persons die before exhausting the member's individual 

account, the account balance shall revert to the plan.

Sec. 39.30.410. Exem ption from taxation and process, (a) Contributions 

and other amounts held in the plan on behalf of a member or other person who is or 

may become eligible for benefits under the plan may be used only to reimburse 

eligible medical expenses, are exempt from Alaska state and municipal taxes and 

federal taxes to the extent allowed under the Internal Revenue Code, and are not 

subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or 

charge of any kind, cither voluntary or involuntary, before they are received by the 

person entitled to the amount under the terms of the plan. Any attempt to anticipate, 

alienate, sell, transfer, assign, pledge, encumber, charge, or otherwise dispose of any 

right to amounts accrued in the plan is void. However, a member's right to recei\e 

benefits may he assigned

(1) under a qualified domestic relations order; or

(2) to a trust or similar legal device that meets the requirements for a 

Medicaid-qualifying trust under AS 47.07.020(1) and 42 U.S.C. 1396p(d)(4g

(b) Notwithstanding AS 09.38.065, contributions and other amounts held in 

the plan and benefits payable under this plan arc exempt from garnishment, execution, 

or levy.

Sec. 39.30.420. A m endm ent and term ination  of plan, (a) The! state has the 

right to amend the plan at any lime and from time to time, in whole or in part
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1 including the right lo make retroactive amendments referred to in 26 U.S.C. 401 (b).

(b) The plan administrator may not modify or amend the plan retroactively in 

such a manner as to reduce the benefits of any member accrued to date under the plan 

by reason of contributions made before the modification or amendment except to the 

extent that the reduction is permitted by the Internal Revenue Code.

(c) The state may, in its discretion, terminate the plan in whole or part at any 

time without liability for the termination. If  the plan is terminated, all investments 

remain in force until all individual accounts have been completely distributed under 

the plan, and, after all plan liabilities are satisfied, excess assets revert to the employer.

(d) Any contribution made by an employer to the plan because of a mistake of 

fact must be returned to the employer by the administrator within one year after the 

contribution or discovery, whichever is later.

Sec. 39.30.430. Exclusive benefit, (a) The corpus or income o f  the assets 

held in trust as required by the plan may not be diverted or used for other than the 

exclusive benefit of the participants.

(b) The assets of the plan may not be used to pay premiums or contributions of 

the employer under another plan maintained by the employer.

See. 39.30.495. Definitions. Unless the context requires otherwise, in 

AS 39.30.300 - 39.30.495

(1) "administrator" means the commissioner of administration or the 

commissioner’s designee;

(2) "board" means the Alaska Retirement Management Board 

established under AS 37.10.210;

(3) "compensation" has the irftJl :ng given in AS 14.25.590;

(4) "eligible person" means a person who meets the eligibility 

requirements of AS 14.25.470 or AS 39.35.870;

(5) "dependent child" has the meaning given in AS 3 Q.35.680;

(0) "employer" has the meaning given in AS 14.25.590 for employers

of teachers in the defined contribution plan established in AS 14 .25 .310  - 14.25.590  

and has the meaning given in AS 3 9 .3 5 .9 9 0  for employers of public employees in the 

defined contribution plan established in AS 3 9 .3 5 .7 0 0  * 39 .3 5  990;
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(7) "fund" means the assets of the teachers' and public employees' 

retiree health reimbursement arrangement plan trust fund;

(8) "individual account" means the record established by the 

administrator for individual employees under the teachers' and public employees' 

retiree health reimbursement arrangement plan;

(9) "member" means a member of the defined contribution plan of the 

teachers' retirement system in AS 14.25.310 - 14.25.590 or a member o f  the public 

employees' retirement system in AS 39.35.700 - 39.35.990;

(10) "plan" means the State of Alaska Teachers' and Public Employees' 

Retiree Health Reimbursement Arrangement Plan established in AS 39.30.300;

(11) "qualified domestic relations order" has the meaning given in

AS 14.25.220.

* See. 80. AS 39.35 is amended by adding new sections to read:

Article 1. A dm inistra tion  of the Public Employees' R etirem en t System of Alaska.

Sec. 39.35.001. Purpose. The purpose of this chapter is to encourage 

qualified personnel to enter and remain in service with participating employers by 

establishing plans for the payment of retirement, disability, and death benefits to or on 

behalf of the members.

Sec. 39.35.002. Attorney general. The attorney general of the state is the 

legal counsel for the system and shall advise the administrator and represent the 

system in a legal proceeding.

Sec. 39.35.003. A dm inistrator, (a) The commissioner of administration or 

the commissioner's designee is the administrator of the system.

(b) The commissioner of administration shall adopt regulations to govern the 

operation of the system.

Sec. 39.35.004. Powers and  duties of the adm in is tra to r ,  (a) The 

administrator shall

(1) establish and maintain an adequate system of accounts;

(2) transmit the funds deposited in the system to the retirement fund 

established and maintained by the Alaska Retirement Management Board;

(3) approve or disapprove claims for retirement benefits;
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(4) make payments for the various purposes specified;

(5) submit periodic reports or statements of account that are needed;

(6) issue a statement of account to an employee not less than once each 

year showing the amount of the employee's contributions to the applicable plan in the 

system;

(7) formulate and recommend to the commissioner of administration 

regulations lo govern the operation of the system;

(8) as soon as possible after the close of each fiscal year, and not later 

than six months after the close of each fiscal year, send to the governor and the 

legislature an annual statement on the operations of each of the plans in the system 

containing

(A) a balance sheet;

(B) a statement of income and expenditures for the year;

(C) a report on valuation of trust fund assets;

(D) a summary of assets held in the trust fund listed by the 

categories o f  investment, as provided by the Alaska Retirement Management 

Board;

(E) other statistical financial data that are necessary for proper 

understanding of the financial condition of the system as a whole and each plan 

in the system and the result of its operations;

(9) engage an independent certified public accountant to conduct an 

annual audit of each plan's accounts and the annual report of the system's financial 

condition and activity;

(10) report to the Legislative Budget and Audit Committee concerning 

the condition and administration of each plan and distribute the report to the members 

of each plan in the system;

(11) publish an information handbook for each phin in the system at 

intervals that the administrator considers appropriate;

(12) meet at least annually with the board to review the conditior and 

management of the retirement systems and to review significant changes to policies, 

regulations or benefits; and
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(13) do whatever else may be necessary to carry out the purposes of 

each plan in the system.

(b) The administrator is authorized to charge uniform fees to members' 

recounts to cover the ongoing cost of operating each plan in the system,

(c) The administrator is authorized lo contract with public and private entities 

to provide record keeping, benefits payments, and other functions necessary for the 

administration of each plan in the system.

Sec. 3J/.35.005. Regulations, (a) Regulations adopted by the commissioner 

of administration under this chapter relate to the internal management of state 

agencies, and the adoption of these regulations is not subject to AS 44.62 

(Administrative Procedure Act).

(b) Notwithstanding (a) of this section, a regulation adopted under this chapter 

shall be published in the Alaska Administrative Register and Code for informational 

purposes.

(c) Each regulation adopted under this chapter must conform to the style and 

format requirements of the drafting manual for administrative regulations that is 

published under AS 44.62.050.

(d) At least 30 days before the adoption, amendment, or repeal of a regulation 

under this chapter, the commissioner shall provide notice of the action that is being 

considered. The notice shall be

(1 ) posted in public buildings throughout the state;

(2) published in one or more newspapers of general circulation in each 

judicial district of the state;

(3) mailed to each person or group that has filed a request for notice of 

proposed action with the commissioner; and

(4) furnished to each member of the legislature and lo the Legislative 

Affairs Agency.

(c) Failure to mail notice to a person as required under (d)(3) of luis section 

docs not invalidate an action taken by the commissioner.

(f) The commissioner may hold a public hearing on a proposed regulation.

(J) A regulation adopted under this chapter takes effect 30 days after adoption
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by the commissioner.

(h) Notwithstanding the other provisions o f  this section, a regulation may be 

adopted, amended, or repealed, effective immediately, as an emergency regulation by 

the commissioner. For an emergency regulation to be effective the commissioner 

must find that the adoption, amendment, or repeal of the regulation is necessary for the 

immediate preservation of the orderly operation of the system. The commissioner 

shall, within 10 days after adoption of an emergency regulation, give notice of the 

adoption under (d) of this section.

ti) In this section, "regulation" has the meaning given in AS 44.62.640(a).

Sec. 39.35.006. Appeals. An employer, member, annuitant, or beneficiary 

may appeal a decision made by the administrator to the office of administrative 

hearings established under AS 44.64. An aggrieved party may appeal a linal decision 

to the superior court.

Sec. 39.35.007. Investment management o f  re tirem en t system funds. The 

Alaska Retirement Management Board established under 37.10.210 is the fiduciary of 

the system funds.

(3) "system" means all retirement plans csmblisned under the public 

employees’ retirement system.

* See. SI. AS 39.35 is amended by adding a new section to read:

hired biTure Ju ly  1, 2005. Ihe following provisions of ibis chapter apply only to 

members first hired bclore July 1. 2005: AS 39.35.0l>5 - 3u .35.t»bo.

Sec. 39.35.100. Accounting, la) the  commissioner of administration shall 

establish and maintain an adequate system o! accounts and records for the plan

Sec. 39.35.008. P-fin itions. In AS 39.35.001 - 39.35.008.

(1) "commissioner" means the commissioner of administration;

(2) "plan" means the retirement plan established in AS 39.35.095 -

39.35,680 or Ihe retirement plan established in A S 39.35.700 - 39.35.990;

Sec. 82. AS 39.35.100 is amended to read:
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and procedures of the employers to the end that they operate most effectively and at 

minimum expense, and that duplication of records and accounts is avoided.

(b) All income of the pension fund and all disbursements made by the fund 

shall be credited or charged, whichever is appropriate, to the following accounts:

(J) An individual account shall be maintained for each employee to 

record the amount of the employee's mandatory contributions collected under 

AS 39.35.160(a). As of the last day of each calendar year and each fiscal year 

beginning with June 30, 1969, this account sha'l be credited with interest, by applying 

[ONE HALF OFJ the prescribed rate of interest as determined hv the b o a rd  to the 

balance in the account as of that date. Within one year following retirement, the 

amount actuarially determined as necessary to fully fund the benefits to be received 

shall be transferred first from the employee contribution account and, after the 

employee contribution account has been exhausted, then from the employer 

contribution account into the retirement reserve account.

(2) An individual account shall be maintained for each employee to 

record the amount of the employee's voluntary contributions. As of the last day of 

waNi calendar year and each fiscal year beginning with June 30, 1969, this account 

shall be credited with interest, by applying [ONE HALF OF] the prescribed rate ol 

interest as de term ined  hv the Imard to the balance in the account as of that date. 

Amounts that, before termination of employment, are withdrawn by an employee from 

thr employee's savings account shall be charged to that account. Upon retirement, the 

amount actuarially determined as necessary to fully fund the benefits to be received 

shall be transferred first from the employee savings account and. after the employee 

savings account has been exhausted, then from the employer contribution account into 

the retirement reserve account.

(3) A separate account for each employer shall he maintained. The 

account shall be credited with contributions of the employer. This account shall be 

chiugcd with the cmpl wcr’s actuarial charge for pension, death benefits, and other 

benefits paid under this plan [SYSTEM) to or on behalf of the employee ol the 

cmplovcr. Alter an allowance tor interest credited to employee contribution accounts 

and employee savings accounts, the investment income of the pension bind shall b(

I
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allocated to the retirement reserve account and lo each employer asset share account 

according to the ratio that the average of the assets in the account as of the beginning 

and as of the end of the fiscal year bears to the total of the average balance of the 

retirement reserve account and all employer accounts.

(4) An expense account shall be maintained for the p lan [SYSTEM]. 

This account shall be charged with all disbursements representing administrative 

expenses incurred by the plan [SYSTEM]. At the end of the year the expense account 

shall be allocated to each employer in accordance with (3) of this subsection. 

Expenditures from this account shall be included in the governor's budget for each 

fiscal year and arc subject to approval by the legislature.

* Sec. S3. AS 39.35 is amended by adding a new section to article 1 lo read:

Sec. 39.35.115. Defined benefit re tirem ent plan, (a) A defined benefit 

retirement plan for employees of the stale, political subdivisions, and public 

organizations is created. The plan becomes effective January 1, 1961, at which time 

contributions by the employers and members begin.

(b) The retirement plan established by AS 39.35.095 - 39.35.680 is intended to 

qualify under 26 U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified 

retirement plan established and maintained by the state for its employees and for the 

employees or political subdivisions, public corporations, and public organizations of 

the state, and lor the employees of other employers whose participation is authorized 

by AS 39.35.095 - 39.35.680 and who participate in this plan.

(c) An an idment to AS 39.35.095 - 39.35.680 does not provide a person 

with a vested right to a benef.t if the Internal Revenue Service determines that the 

amendment will result in disqualification of the plan under the Internal Revenue Code.

* Sec. 84. AS 39 35.120 is amended to read:

Sec. 39.35.120. Com m encem ent of participation, (a) An employee of the 

stale shall lie included in f  is system upon commencement ol employment with the 

state, or on January I. 1961, whichever is later. Unless an employee nnrtir inn trs  in a 

[HAS ELECTED TO PARTICIPATE IN THE OPTIONAL] university retirement 

program under AS 14.40.661 - 14.40.799. an employee of a political subdivision or 

public organization that becomes an employer shall be included in the system on the
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effective date of the employer's participation or the da ; of the employee's 

commencement of employment with the employer, whichever is later.

(b) Inclusion in the system is a condition of employment for an employee 

except as otherwise provided for

(1) an elected official;

(2) an employee making an election under AS 39.35.150(b); and

(3) an employee of the university who partic ipa tes  in a [HAS 

ELECTED TO PARTICIPATE EN THE OPTIONAL] university retirement program 

under AS 14.40.661 - 14.40.799.

* Sec. 85. AS 39.35.131 is amended to read:

Sec. 39.35.131. M em bersh ip  in teachers ' and  public employees' 

re tirem en t systems, (a) A person who is employed at least half-time in the plan 

[SYSTEM] during the same period that the person is employed at least half-time in a 

position in the teachers' retirement plan [SYSTEM] under AS 14.25.009 - 14.25.220 

[AS 14.25] shall receive credited service under each plan [SYSTEM] for half-time 

employment. However, the amount of credited service a person receives under the 

plan [SYSTEM] dv.ing a school year may not exceed the amount necessary, when 

added to the amount of credited service earned during the school year under the 

teachers' retirement system, to equal one year of credited service.

(b) A person who was employed at least half-time in a position in .he teacher.1-' 

retirement ])]an [SYSTEM] under AS 14.25.(i09 - 14.25.220 [AS 14.25] in the same 

period that the person was employed at least half-time in a position in this plan 

[SYSTEM] may claim credited service in both plan [SYSTEMS] for employment 

before May 31, 1989. To obtain this credited service, the person shall claim tin 

service and verify the period of half-time employment. When eligibility for hall-tunc 

service credit has been established, an indebtedness shall be determined to the i
retirement plan [SYSTEM] in which the person did not participate! The amount of 

the indebtedness is the full actuarial cost of providing benefits for the credited service 

claimed. Interest as prescribed by regulation accrues on that indebtedness beginning 

on the later of July 1. 1989, or the uatc on which the member is firsi eligible to claim 

the "Tvice. Any outstanding indebtedness existing at the time the person retire will

24-LS0037VI
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require an actuarial adjustment to the benefits payable based on that service.

* Sec. 86. AS 39.35.158 is amended to read:

Sec. 39.35.158. Administrative d irec to r  of courts. An administrative 

director of the Alaska court system who withdraws from the judicial retirement system 

under AS 22.25.012 is eligible for membership in the plan [SYSTEM] and shall 

receive credited service in the plan [SYSTEM] for service rendered as administrative 

director. To be eligible for membership in the plan [SYSTEM] under this subsection, 

the administrative director must contribute lo the p lan [SYSTEM]

(1) the amount the director would have contributed if the director had 

been a member during the director's period of membership in the judicial retirement 

system; and

(2) any contributions for services as administrative director refunded 

by the plan [SYSTEM] at the time director became a member of the judicial 

retirement system.

* Sec. 87. AS 39.35.160(a) is amended to read:

(a) Beginning .lulv 1. 2005 [JANUARY 1, 1987J, each peace officer or fire 

fighter shall contribute lo the plan a percentage [SYSTEM  AN AM OUNT EQUAL 

TO SEVEN AND ONE-HALF PERCENT] of the peace officer's or fire fighter's 

compensation as de term ined  under AS 39.35.162. Except as provided in (d) of this 

section, beginning .lulv 1. 2005 [JANUARY 1, 1987], each other employee shall 

contribute to the system a percentage [AN A M O U N T  EQUAL TO SIX AND 

THREE-QUARTERS PERCENT] of the employee’s compensation ..  de term ined  

under AS 39.35.162. The contributions shall be deducted by the employer at the end 

of each payroll period. The contributions shall be deducted from employee 

compensation before computation of applicable federal taxes, and the contributions 

shall be treated as employer contributions under 26 U.S.C. 414(h)(2). A m ember may 

not have the option of making the payroll deduction directly instead o f  having the 

contribution picked up hv the employer.

* Sec. 88. AS 39,35 is amended by adding |  new section to read:

Sec. 39.35.162. Calculation of employee co n tr ib u tio n  r i te ,  t'a> Each peace 

ojjiacr or lire lighter shall contribute a percentage of the peace officer's or fire lighter's
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compensation to be determined annually in advance by the administrator. Each other 

employee shall contribute, a percentage of the employee's compensation to be 

determined annually in advance by the administrator. The employee contribution rate 

is the greater of

(1, ercent for a peace officer or fire fighter;

(2) 6.75 percent for each other employee; or

(3) one-half of the normal cost rate actuarially calculated to fund the 

benefits expected to be earned by active members during the fiscal year.

(b) The normal cost rate for peace officers or fire fighters and the employee 

contribution rate for other employees shall be separately calculated based on the 

actuarially calculated costs for each group of employees.

(c) Notwithstanding (a) of this section, the employee contribution rate may not 

increase more than one-half of a percentage point annually.

* Sec. 89. AS 39.35.165(a) is amended lo read:

(a) An employee who is eligible to purchase credited service under 

AS 39.35.310, 39.35.330, 39.35.340, 39.35.342, 39.35.345, [39.35.350,] 39.35.360, or 

39.35.370, a member who is eligible to purchase credited service under AS 39.35.375. 

or an elected public official who is eligible to purchase credited service under 

AS 39.35.381 is an employee for purposes of this section. An employee may, in lieu 

of making payments directly to the plan, elect to have the employee's employer make 

payments as provided in this section.

* Sec. 90. AS 39.35.165(b) is amended to read:

(b) An employee may elect to have the employer maKe payments lor all or any 

portion of the amounts payable for the employee's purchase of credited service 

through a salary reduction program as follows:

(1) the amounts paid under a salary reduction program are in lieu of 

contributions by the employee making the election: the electing employee's salary or 

other compensation shall be reduced by Ihe amount paid by the employer under this 

subsection;

(2) the employee sha'I make an irrevocable election under this section 

to purchase credited service as permitted in AS 39.35.310, 39.35.330, 39.35.3-10.

•  6 9 « j
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1 39.35.342, 39.35.345, [39.35.350,] 39.35.360, 39.35.370, 39.35.375, or 39.35.381 and

7 before the employee's termination of employment; the irrevocable election must

3 specify the number of payroll periods that deductions will be made from the

4 employee's compensation and the dollar amount of deductions for each payroll period

5 during the specified number of payroll periods; the deductions made under this

6 paragraph cease upon the earlier o f  the member's termination o f  employment with the

7 employer or the member's death; amounts paid by an em ployer under (f) of this

8 section may not be applied toward the payment of the dollar amount of the deductions

9 representing the portion of the credited service that is being purchased by the member

1C through payroll deduction in accordance with the member's irrevocable election under

this subsection;

(3) amounts paid by an employer under this subsection shall be treated 

as employer contributions for the purpose of determining tax treatment under the 

Internal Revenue Code; the amounts paid by the employer under this section may not 

be included in the member's gross income for income tax purposes until those amounts 

arc distributed by refund or retirement benefit payments.

* Sec. 91. AS 39.35.165(0 is amended to read:

(f) The commissioner may accept rollover contributions from a member [AND 

DIRECT TRANSFERS, AS DESCRIBED IN THIS SUBSECTION, FOR THE 

PURCHASE, IN WHOLE OR IN PART, OF CREDITED SERVICE FOR THE 

REINSTATEMENT. IN W HOLE OR IN PART, OF FORFEITED CREDITED 

SERVICE UNDER AS 39.35.350]. A rollover contribution [OR TRANSFER] as 

described in this subsection shall also be treated as em ployer contributions for the 

purpose of determining tax treatment under the Internal Revenue Code and may be 

made by any one or a combination of the following methods:

(1) subject to the limitations prescribed in 26 U.S.C. 401(a)(3) and 26 

U.S.C. 402(c), accepting eligible ro lk n cr  distributions directly from one or more 

retirement programs of another employer that arc qualified under 26 U.S.C. 401(a) or 

accepting rollovers directly from a member;

(2) subject to the limitations prescribed in 26 U.S.C’. 408(d)(.3)(A)(inl 

accepting from a member conduit rollover contribution:; that are received by the
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employee from one or mere conduit rollover individual retirement accounts previously 

established by the member;

(3) subject to the limitations prescribed in 26 U.S.C. 403(b)(13), 

accepting direct trustce-to-trustec transfers of all or a portion of the accounts of the 

member, on or after January 1, 2002, from a tax sheltered annuity described in 26 

U.S.C. 403(b);

(4) subject to the limitations prescribed in 26 U.S.C. 457(e)(17), 

accepting direct trustce-to-trustcc transfers of all or a portion of the accounts of the 

member, on or after January 1, 2002, from an eligible deferred compensation plan of a 

tax-exempt organization or a state or local government described in 26 U.S.C. 457(b);

(5) accepting direct iruslcc-to-trustee transfer from an account 

established for the benefit of the member in AS 39.30.150 - 39.30,180 (Alaska 

Supplemental Annuity Plan).

* Sec. 92. AS 39.35.165(g) is amended to read:

(g) Payments made under this section shall be applied to reduce the 

employee's outstanding indebtedness described in AS 39.35.310, 39.35.330, 

39.35.340, 39.35.342, 39.35.345, [39.35.350,] 39.35.360. 39.35.370, 39.35.375, or 

39.35.381 at the time that the contributions are received by the plan.

* Sec. 93. AS 39.35.165(i) is amended to read:

(i) On satisfaction of the eligibility requirements of AS 39.35.310, 39.35.330, 

39.35.340 39.35.341, 31.35.345, [39.35.350.] 39.35.360, 39.35.370. 39.35.375. or 

39.35.381, the requirements of this section, and the administrative tiling requirements 

specified by the commissioner, the plan shall adjust the employee's credited service 

history and add any additional service credits acquired.

* Sec. 94. AS 39.35.200 is amended by adding a new subsection to read:

(d) An employee who receives a refund of contributions in accordance with 

this section forfeits corresponding credited service under AS 39.35.095 - 39.35,080

* See. 95. AS 39.35.270 is amended to read:

Sec. 39.35.270. A m ount of em ployer's con tribu tions.  The amount oi each 

employer’s contributions shall be determined by applying the employer's coniributio i 

rate, as certified by the hoard , to the total compensation paid to ihe active employees

.71*
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of the employer for each payroll period and by including any adjustments to 

contributions required by AS 39.35.520(a). This amount shall be remitted by the 

employer to the administrator in accordance with AS 39.35.610.

* Sec. 96. AS 39.35.270 is amended by adding a new subsection to read:

(b) When added to the member contribution rate calculated under 

AS 39.35.162, the employer contribution may not be less than the rale required, as 

actuarially calculated, to fully fund the future liabilities of active members.

* Sec. 97. AS 39.35.340(0 is amended to read:

(f) An employee mav not [CANNOT] be credited with a period of active 

military service in the armed forces of the United States under this section if credit for 

that military service was granted under AS 14.25.009 ■ 14.25.220 [AS 14.25],

* Sec. 98. AS 39.35.340(h) is amended to read:

(h) The combined period of military service claimed under this section and 

under AS 14.25.009 - 14.25.220 [AS 14.25] may not exceed five years.

* Sec. 99. AS 39.35.360(i) is amended to read:

(i) An employee who completes three years of credited service with an 

employer, for which the employee makes contributions required by AS 39.35.095 -

39.35.680 [THIS CHAPTER], is entitled lo credited service on a ycar-for-year basis 

for service credited in the Civil Service Retirement System, rendered us an employee 

of an Alaska Bureau of Indian Affairs (BIA) school, other than service as a teacher. 

When eligibility for retroactive credited service under this subsection has been 

established, an indebtedness of the employee to the plan [SYSTEM] shall be 

determined as follows: (1) the employee* actual annual compensation, or the 

calculated annual compensation for an employee who works fewer than 12 months, for 

the most recent calendar year in which service is rendered to an employer before the 

calendar year in which the employee first becomes eligible to claim service under this 

subsection, multiplied by (2) the number of years of service in Alaska BIA schools 

that is credited under this subsection, and this product multiplied by (3) six percent tor 

employees first eligible to claim this service before Jam. y 1, 19 87 ,  or eight and one 

half percent for employees first eligible lo claim this service on or after January I 

1987. Interest as prescribed by regulation accrues on the indebtedness beginning on

i4itri.Ni -72-
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the date the employee may first claim the retroactive credited service. Any 

outstanding indebtedness that exists at the time the employee retires requires an 

actuarial adjustment lo the benefits that are based on retroactive crediLcd service under 

this subsection. A retirement benefit payable under this subsection for Alaska BIA 

service shall be reduced by an amount equal to the retirement benefits paid to the 

member by the United Stales government for the same service.

* Sec. 100. AS 39.35.360(0 is amended to read:

(/) An administrative director o f  the Alaska Court System who withdraws 

from the judicial retirement system under AS 22.25.012(b) is eligible for membership 

in the n lan  [PUBLIC EMPLOYEES' RETIREMENT SYSTEM] and shall receive 

credited service in this nlan [SYSTEM] for service rendered as administrative 

director. To be eligible for membership in this plan [SYSTEM] under this subsection, 

the administrative director must contribute to the nlan [SYSTEM]

(1) the amount that would have been contributed if the administrative 

director had been a member during the period of the membership in the judicial 

retirement system; and

(2) any contributions for service as administrative director refunded 

from the idun [PUBLIC EMPLOYEES' RETIREMENT SYSTEM] at the time the 

administrative director became a member of the judicial retirement system.

* Sec. 101. AS 39.35.370(g) is amended to read:

(g) When an employee who was employed as a dispatcher in a state trooper 

office or in a police or fire department in the plan [PUBLIC EMPLOYEES' 

RETIREM ENT SYSTEM] applies for appointment to retirement, the employee may 

convert the credited sendee for that position to credited service as a peace officer by 

claiming the service as peace officer service. An employee who has converted 

credited service to peace officer service under this subsection shall be treated as a 

peace officer for purposes of AS 39.35.095 - 39.35.6Stl [THIS CHAPTERJ. When the 

member claims this credited service as peace officer service, an indebtedness of the 

member to the plan [SYSTEM| shall be established. The indebtedness is equal to the 

full actuarial cost of the conversion of the credited service to treatment as peace 

officer sendee. Any outstanding indebtedness that exists at the time the member is

-73-
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appointed to retirement shall [WILL] require an actuarial adjustment to the benefits 

payable based upon the conversion of the credited s .rvice.

* Sec. 102. AS 39.35.375(a) is amended to read:

(a) An active or inaclive member who has never been vested in this plan 

[SYSTEM] or in the teachers' retirement plan [SYSTEM] under AS 14.25.009 -

14.25.220 [AS 14.25], who has at least two years of credited service in this plan 

[SYSTEM], and who has membership service in the teachers' retirement system may 

claim credited service in this p lan [SYSTEM] in an amount equal to the membership 

service the member has in the teachers' retirement system. The claimed credited 

service may be added to service earned under AS 39.35.095 - 39.35.680 [THIS 

CHAPTER] to enable the member to qualify for a public service benefit under this 

section. The member may not claim credited service for membership service for 

which the member has received a refund under AS 14.25.150 unle the member fully 

pays the indebtedness as established under AS 14.25.063. The member may not claim 

credited service in this plan [SYSTEM] based on unused sick leave under 

AS 14.25.115.

* Sec. 103. AS 39.35.375(b) is amended lo read:

(b) To claim credited service under this section, the member shall file a 

written request with the administrator when the member applies to retire. The 

administrator shall determine the full actuarial cost of benefits based on the member's 

total credited service and shall transfer from the teachers' retirement system to this 

plan [SYSTEM] an amount equal to the sum of the member contributions and any j  

indebtedness payments to the teachers' retirement system and the employer j 
contributions to the teachers' retirement system made on behalf of the employee J 

together with interest earned on those contributions and indebtedness payments. It the 

amount to be transferred, when combined .vitli the amount of employee contributions 

and indebtedness payments to this plan [SYSTEM] and the amount of employer 

contributions on behalf of the employee in this plan [SYSTEM], and interest earned 

on contributions and indebtedness payments for the employee, is less than the lull 

actuarial cost computed under this subsection, an indebtedness to the plan [SYSTEM] 

equal to the amount of the difference is established, Interest as prescribed bv
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regulation accrues on the indebtedness. The m ember must pay any outstanding 

indebtedness existing at the time the member applies for retirement in full before the 

member is appointed to retirement under this section.

* Sec. 104. AS 39.35.375(c) is amended to read:

(c) A member is entitled to receive a public service benefit under this section 

if the member has at least a total of five years credited service under AS 39.35.095 -

39.35.680 [THIS CHAPTER] and credited service from the teachers' retirement nlnn 

under AS 14.25.009 - 14.25.220 [SYSTEM] claimed under this section. A public 

service benefit shall be calculated using the higher o f  the average monthly 

compensation for service in this plan [SYSTEM] or the average base salary for 

service in the teachers' retirement plan un d er  AS 14.25.009 - 14.25.220 [SYSTEM]. 

The amount of the benefit shall be calculated in accordance with AS 39.35.370(c).

* Sec. 105. AS 39.35.375(d) is amended to read:

(d) Credited service earned under either this plan [SYSTEM] or the teachers' 

retirement system that has been claimed for a public service benefit under this section 

may not be used for any other purpose. A member who claims credited service under 

this section loses all rights to benefits under AS 14.25 based on the claimed credited 

service. A member may not claim credited service under this section unless the 

member claims all of the membership service the member has in the teachers' 

retirement system. A public service benefit docs not constitute a normal or early 

retirement benefit for purposes of qualifying for a conditional service retirement 

benefit under AS 14.25.125 or AS 39.35.385.

* Sec. 106. AS 39.35.375(f) is amended to read:

(f) Notwithstanding AS 14.25.063 and AS 39.35.350, a former member of the 

teachers' retirement system who is an active member or inactive member of this plan 

|SYSTEM] may reinstate, under this section, membership service earned under 

AS 14.25 for which the member received a refund of contributions

* See. 107. AS 39.35.375(f) is amended to read:

(t) Notwithstanding AS 14.25.063 [AND AS 39.35.350], a former member of 

the teachers' retirement system who is an active member or inactive member of this 

plan may reinstate, under this section, membership service earned under AS 14.25 lor
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which the member received a refund of contributions.

* Sec. 308. AS 39.35.375(g) is amended to read:

(g) If a member retires under this section and subsequently returns to work for 

an employer under this nlan [SYSTEM] or the teachers' retirement system, benefits 

under this section shall cease during the period of reemployment and shall 

recommence when the reemployment is ended. The credited service earned during the 

period of reemployment may not be added to the credited service claimed for a public 

service benefit under this section. If i member vests and meets the other eligibility 

requirements under this system or the teachers' retirement system during the 

reemployment, the member is entitled to a benefit under AS 14.25.009 - 14.25.220

24-LS0637M

[AS 14.25] or 39.35.095 - 39.35.680 TAS 39.35], as appropriate.

* Sec, 109. AS 39.35.375 is amended by adding a new subsection to read:

(h) In this section,

(1) "teachers' retirement system" and "teachers' retirement system 

under AS M.25" means the teachers' retirement plan established in AS 14.25.009 - 

14.25.220;

(2) "membership service earned under AS 14.25" means membership 

service earned under AS 14.25.009- 14.25.220.

* Sec. 110. AS 39.35.381(a) is amended to read:

(a) An elected public officer is eligible for a public officer benefit if  the officer 

is retired under AS 14.25.009 - 14.25.220 [AS 14.25 (TEACHERS' RETIREMENT 

SYSTEM)]. Only fully paid credited service as an elected public officer of a 

municipality or other political subdivision, earned while the municipality or polit^al 

subdivision was an employer under this plan [SYSTEM] and while the person was 

employed full-time under AS 14.25.009 - 14.25.220 [AS 14.25]. may be counted 

under this section.

* See. 111. AS 39.35.385(f) is air.ndcd to read:

(f) Subject to AS 39.35.450, an employee is eligible for a normal retirement 

benefit at age 60 or an early retirement benefit at age 55 if the employee was first 

hired as a legislative employee before May 10. 1987. and has .M least 120 |60J days of 

credited service as an employee of the legislature, other than as an employee of the
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Office of the Ombudsman or the office of victims' rights, during each of five 

legislative sessions. An employee who was first hired as a legislative employee on or 

after M ay 30, 1987, and is otherwise eligible under this subsection must have at least 

120 [SO] days of credited service during each of five legislative sessions to receive 

benefits under this subsection.

* Sec. 112. AS 39.35.410(f) is amended to read:

(f) An employee is not entitled to an occupational disability benefit unless the 

employee files an application for it with the administrator within 90 days o f  the date of 

terminating employment. If the employee is unable to meet a filing requirement of 

this subsection, it may be waived by the commissioner [PUBLIC EMPLOYEES' 

RETIREMENT BOARD] if there are extraordinary circumstances that resulted in the 

employee's inability to meet the filing requirement. [THE BOARD MAY 

DELEGATE THE AUTHORITY TO WAIVE A FILING DEADLINE UNDER THIS 

SUBSECTION TO THE ADMINISTRATOR.]

* Sec. 113. AS 39.35.475(a), as that subsection read following amendment by see. 34, ch.

146, SLA 1980, until amended by sec. 41, ch. S2, SLA 1986, is amended to read:

(a) When the administrator determines that the cost of living has increased and 

that the financial condition of the retirement funu permits, the adm in is tra to r  [HE] 

shall increase benefit payments to persons receiving benefits under this plan. For 

purposes o f  this subsection, the financial condition of the fund would onlv permit 

an increase in benefits when the ratio  of total fund assets to the accrued liability 

meets o r  exceeds 110 percent. In this subsection, "accrued  liability" means the 

present value of all m em ber  benefits accrued  liv m em ber service in this plan 

[SYSTEM],

* Sec. 114. AS 39.35.485(a) is amended to read:

(a) An employee who is elieible for a benefit calculated in accordance with
l

AS 39.35.370(c) is entitled to a benefit of at least $25 a month for each year of 

credited service, not including adjustments made under AS 39.35.340 for military ! 

service, |A S 39.35.350 FOR REINSTATEMENT OF CREDITED SERVICE.I 

AS 39.35.360 for credit for earlier service, AS 39.35.370(d)' for early retirement,

AS 39.35.420 for nonoccupnlional death benefits, AS 39.35.450 for the survivor's
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option, former AS 39.35.460 for the level income option, AS 39.35.475 for the posl- 

retiremcnt pension adjustment, and AS 39.35.480 for the cost of living.

* Sec. 115. AS 39.35.680(2) is amended to read:

(2) "actuarial adjustment" mean., the adjustment necessary Lo obtain 

equality in value of the aggregate expected payments under two different forms of 

pension payments, considering expected mortality and interest earnings on the basis of 

assumptions, factors, and methods specified in regulations issued under this plan 

[SYSTEM] that are formally adopted [UNDER AS 39.35.042] by the board that 

clearly preclude employer discretion in the determination of the amount of any 

member's benefit;

* Sec. 116. AS 39.35.680(6) is amended to read:

(6) "board" means the Alaska R etirem ent M anagem ent [PUBLIC 

EMPLOYEES RETIREMENT] Board;

* Sec. 117. AS 39.35.680(21) is amended to read:

(21) "member" or "employee"

(A) means a person eligible to participate in the system and 

who is covered by the system;

(B) includes

(i) an active member;

(ii) an inactive member;

(iii) a vested member;

(iv) a deferred vested member;

(vl a nonvcsted member;

(vi) a disabled member.

(vii) a retired member;

(viii) an elected public officer under AS 39.35.381;

(C) does not include

(i) former members;

(ii) persons compensated on a contractual or fee basis;

(iii) casual or emergency workers or nonpcrmancnl 

employees as defined in AS 39.25.200;

CSSH 14UI*IN> *78-
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(iv) persons covered by the Alaska Teachers' 

Retirement System except as provided under AS 39.35.131 and 

39.35.381, or persons covered by a [THE OPTIONAL] university 

retirement program;

(v) employees of the division of marine transportation 

engaged in operating the state ferry system who are covered by a union 

or group retirement system to which the state makes contributions;

(vi) justices of the supreme court or judges o f  the court 

of appeals or of the superior or district courts of Alaska;

(vii) the administrative director of courts appointed 

under art. IV, sec. 16 of the state constitution unless the director 

becomes a member under AS 39.35.158;

(viii) members of the elected public officers' retirement 

system (former AS 39.37); and

(ix) contractual employees of the legislative branch of 

state government under AS 24.10.060(0;

(D) may include employees of the division of marine 

transportation excluded under (C)(v) of this paragraph provided that

(i) the State of Alaska formally agrees to their inclusion 

through the process of collective bargaining; and

(ii) nu collective bargaining agreement has the effect of 

obligating contributions made by the state under AS 39.30.150 in the 

event the state resumes participation in the federal social security 

system;

* See. 1 IS. AS 39.35.680(34) is amended lo read:

(34) "qualified domestic relations order" means a divorce or 

dissolution judgment under AS 25.24. including an order approving a property 

settlement, that

(Ai creates or recognizes the existence of an alternate payee's 

right to. or assigns to an alternate payee the right to. receive all or a portion of 

employee contribution account or the benefits payable with respect to an

-7 'j.
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1 employee;

2 (B) sets out the name and last known mailing address, if any. of

3 the employee and of each alternate payee covered by the order;

4 (C) sets out the amount or percentage of the employee's benefit,

5 or of any survivor's benefit, to be paid to the alternate payee, or sets out the

6 manner in which that amount or percentage is to be determined;

7 (D) sets out the number of payments or period to which the

8 order applies;

9 (E) sets out the retirem ent p lan  [SYSTEM] to which the order

10 applies;

1 j (Fj does not require any type or form of benefit or any option

12 not otherwise provided by AS 39.35.095 - 39.35.6S0 [THIS CHAPTER]:

13 (G) docs not require an increase of benefits in excess of the

14 amount provided by AS 39.35.095 - 39.35.680 [THIS CHAPTER], determined

15 on the basis of actuarial value; and

16 (H) does not require the payment to an alternate payee of

17 benefits that are required to be paid to another alternate payee under another

1S order previously determined to be a qualified domestic relations order;

19 * Sec. 119. AS 39.35.680 is amended by adding new paragraphs to read:

20 (41) "commissioner" means the commissioner of administration;

2] (42) "plan" means the retirement plan established in AS 39.35.095 -

22 * I9.35.6S0.

23 ' * See.  120. AS 39.35 is amended by add.ng new sections to read:

24 Article 9. Employees F irst Hired on o r  a f te r  Ju ly  1,2005.

25 I Sec. 39.35.700. Applicability of AS 39.3r .700 - 39.35.990. The provisions of

26 | AS 39.35.700 - 39.35.990 apply only to members first hired on or after July 1. 2005 or

27 \ to members who transfer into the defined contribution plan under AS 39.35.940.

28 ' Sec. 39.35.710. Defined contribution  re t i rem en t plan established; federal

29 qualification requ irem ents , (a) A defined contribution retirement plan is established

30 fur employees o f  the state or a political subdivision or public organization ol the state.

31 (b) The defined contribution retirement plan is a plan in which saving! are

CSSH 141 (KIN) -K(l-
N fw  T e x t  U n d e r l in a d  (DELETED TEXT DHACKE7E0)



24-LS0637U

accumulated in an individual retirement account for the exclusive benefit of the 

member or beneficiaries. The plan is established effective July 1, 2005, at which time 

contributions by employers and members begin.

(c) The retirement plan established by AS 39.35.700 - 39.35.990 is intended lo 

qualify under 26 U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified 

retirement plan established and maintained by the state for its employees, for the 

employees of political subdivisions, public corporations, and public oiganizations of 

the state, and for the employees of other employers whose participation is authorized 

by AS 39.35.700 - 39.35.990 and who participate in the plan set out in AS 39.35.700 - 

39.35.990.

(d) An amendment to AS 39.35.700 - 39.35.990 does not provide a person 

with a vested right to a benefit if the Internal Revenue Service determines that the 

amendment will result in disqualification of the plan under the Internal Revenue Code.

Sec. 39.35.720. M em bership . An cm plojec who becomes a member on or 

after July 1, 2005. shall participate in the plan set out in AS 39.35.700 - 39.35.990.

Sec. 39.35.730. Contributions by m em bers , (a) Each member shall 

contribute to the member’s individual account an amount equal to cignt percent ol the 

member's compensation from July 1 to the following June 30.

(b> Subject to the limitations on contributions under AS 39.35.780. a member 

may elect to make additional contributions to the member's individual account.

(c) The employer shall deduct the contribution from the member's 

compensation at the end of each payroll period, and the contribution shall be credited 

bv the plan to the member’s individual account. The contributions shall he deducted 

from member's compensation before the computation of applicable federal taxc< and 

shall be treated as employer contributions' under 26 U.S.C. 414(b)(2) A member mav 

not have the option of making the payroll deduction directly in cash instead of Im m g  

me contribution picked up by the employer

See. 39.35.740. Employment con tribu tions  m andatory . Contribution! ol 

employees shall be made by payroll deductions. Every included employee shall be 

considered to consent to payroll deductions. It is of no consequence that a payroll 

deduction pHty cause the compensation paid m cash to an employee to be reduced

-St. CSS 11 MKMfl*
Mk' T r x t  ' 'r .d o r ' jJm-1 "IKLETEP :E X T  B R A CKEtlmJ



II

i:

i.'

14

15

16

17

IS

i t

20

21
11
M •»

23

24

23

20

2?

28

2l>

30

il

24-LS0637M

below the minimum required by law. Payment of an employee's compensation, less 

payroll deductions, is a full and complete discharge and satisfaction of all claims and 

demands by the employee relating to remuneration of services during the period 

covered by the payment, except with respect to the benefits provided under the plan.

Sec. 39.35.750. Contributions by "mp lovers. (a) An employer shall 

contribute to each member's individual account an amount equal to 4.5 percent of the 

member's compensation from July 1 to the following June 30.

(b) An employer shall also contribute an amount caual to 1.75 percent of each 

member's compensation from July 1 to the following June 30 to pay for retiree major 

medical insurance. This contribution shall be paid into the group health and life 

benefits fund established by the commissioner of administration under AS 39.30.095 

and shall be accounted for in accordance with regulations established by the 

co m m iss io n s .

(cj An employer shall also make contributions to the health reimbursement 

arrangement plan under AS 39.30.300.

Sec. 39.35.760. Rollover contributions  and  distributions, (a) An employee 

entering the plan may elect, at the time and in the manner prescribed by the 

administrator, to have all or part of a direct rollover distribution from an eligible ' 

retirement plan owned by the member paid directly into the member's individual J 

account.

(b) Rollover contributions do not count a: a purchase of membership service 

for the purpose of determining years o f  service

(ci A distributee may elect, at the time and in the manner prescribed bv the 

administrator, to have all or part of an eligible rollover distribution p ud directly to an 

eligible retirement plan specified by the distributee in the direct rollover.

(d) In this section,

(1) "direct rollover" means the payment of an eligible rollover

distnnuiion by the plan to an eligible retirement plan specified bv a distributee who is 

eligible to elect a direct rollover,

(21 "distributee" means a membeif »r a beneficiary who is the

surviving spouse of the member, or an ulu mate pavce:

I4 U H M -S2-
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(3) "eligible retirement plan" means

(A) a conduit individual retirement account described in 2d 

U.S.C. 408(d)(3)(A);

(B) an annuity plan described in 26 U.S.C. 403(a);

(C) a qualified trust described in 26 U.S.C. 401(a);

(D) an annuity plan described in 26 U.S.C. 403(b); or

(E) a governmental plan described in 26 U.S.C. 457(b);

(4) "eligible rollover distribution" means a distribution of all or part of 

a total account to a distributee, except for

(A) a distribution that is one of a series of substantially equal 

installments payable not less frequently than annually over the life expectancy 

o f  the distributee or the joint and last survivor life expectancy of the distributee 

and the distributee's designated beneficiary, as defined in 26 U.S.C. 401(a)(9);

(B) a distribution that is one of a series of substantially equal 

installments payable not less frequently han annually over a specified period 

of 10 years or more;

(C) a distribution that is required under 26 U.S.C. 401(a)(9);

(D) the portion of any distribution that is not includable in

gross income;

(E) a distribution that is on acc ount of hardship, and

(F) other distributions that are reasonably expected to total less 

than S200 during a year.

See. 39.35.770. T ransm itta l  of contributions. All contributions deducted in 

accordance with AS 39.3C 700 39.35.990 shall be transmitted to the plan for deposit 

in the trust fund as soon as administratively feasible, but in no event later than 15 days 

following the dose  ol the payroll pcnod.

See. 39.35.780. Limitations on contributions. Notwithstanding any other 

provisions of this plan, the annual additions to each m em bers  individual account 

under this plan and under all defined contribution plans of the employer icqum d to hr 

aggregated with the contributions from this plan under the provisions of 29 LLS C. 415 

may not exceed, for any limitation year, the amount permitted under 26 U.S.C” 115 at

.S3. CSSH MHFINl
thtu  T e x t  ■ T f te A i m v t  IP K U r r t X  T i . \ T  B H A C IV T E f J



24-LS0637U

any time. If the amount of a member's defined contribution plan contributions exceeds 

the limitation of 26 U.S.C. 415(c) for any limitation year, the administrator shall take 

any necessary remedial action to correct an excess contribution. The provisions of 26 

U.S.C. 415, and the regulations adopted under that statute, as applied to qualified 

defined contribution plans of governmental employees are incorporated as part of the 

terms and conditions of the plan.

Sec. 39.35.790. Vesting, (a) A participating member is immediately and 

fully vested in that member's contributions and related earnings.

(b) A member shall be fully vested in the employer contributions made on that 

member's behalf, and related earnings, after five years of service. A member is 

partially vested in the employer contributions made on that member's behalf, and the 

related earnings, in the ratio of

(1) 25 percent with two years of service;

(2) 50 percent with three years o f  service; and

(3) 75 percent with four years of service.

Sec. 39.35.800. Investment of individual accounts, (a) The board shall

provide a range of investmcn. options and permit a participant to exercise investment 

control over the participant’s assets in the member's individual account as provided in 

this section. If a participant exercises control over the assets in the individual account, 

Ihe participant is not considered a fiduciary for any reason on the basis of exercising 

that control.

(h) A participant may direct investment of plan funds held in an account 

among available investment funds in accordance with rules established by the board.

(c) A participant may elect to change or transfer all or a portion of the 

participant’s existing account balance among available investment funds not more 

often than once each day in accordance with the rules established by the administrator. 

Only the last election received by the administrator before the transmittal of 

contributions to the trast fund for allocation to the individual account shall be used to 

direct the investment of ihe contributions received.

id) Except to the extent clearly set out in the terms of the investment plans 

offeted by the employer to the employee, the employer is not liable to the participant
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for investment losses if the prudent investment standard has been met.

(e) The employer, administrator, state, board, or a person or entity who is 

otherwise a fiduciary is not liable by reason for any participant's investment loss that 

results from the participant’s directing the investment of plan assets allocated to the 

participant's account.

(f) To the extent that a member's individual account has been divided as 

provided in a qualified domestic relations order between participants, each participant 

shall be treated as the holder of a separate individual account for purposes of 

investment yields, decisions, transfers, and time limitations imposed by this section.

Sec. 39.35.810. Distribution election a t te rm ination, (a) A member is 

eligible to elect distribution of the member’s account in accordance with this section 

60 days after termination of employment.

(b) Notwithstanding (a) of this section, distribution of all or a portion of the 

individual account of a member may take place before the 60th day after the 

termination of employment with the approval of the administrator if the member 

makes a written request for a distribution under this subsection. The member's spouse 

must consent lo the request in writing if the member is married. Distribution of an 

individual account may only be made on account of an immediate and heavy financial 

need of the member for the following reasons and in the amount the need is 

demonstrated for

(1) medical care described in 26 U.S.C. 213(11) incurred by the 

member, the member's spouse, o, the member’s dependent, or necessary to obtain that 

medical care;

(2) the purchase of a principal residence for the member;

(3) postsecondary education tuition and related educational fees lor the 

next 12-month period for the member, the member's sponge, or a dependent of the 

member; in this paragraph, "dependent" has the meaning given in 26 U.S.C. 152;

(4) prevention of the eviction of the member from the mem tier's 

principal residence or foreclosure on the mortgage of the member's principal 

residence; or

(5) any need prescribed by the Waited States Department of the
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Treasury, Internal Revenue Service, in a revenue ruling, notice, or other document of 

general applicability that satisfies the safe harbor definition of hardship under 

regulations adopted under 26 U.S.C. 401 (k).

(c) If a member dies before benefits commence, the member's beneficiary is 

immediately eligible to elect distribution of the member's share of the member's 

individual account.

(d) Distributions are payable to an alternate payee in accordance with the 

terms and conditions of a qualified domestic relations order that is received and 

approved by the administrator as specified in AS 39.35.860.

(e) Distributions i ' are being paid to a member may not be affected by the 

member's subsequent reemployment with the employer. Upon reemployment, a new 

individual account shall be established for the member to which any future 

contributions shall be allocated. Upon subsequent termination of employment, the 

member's new individual account shall be distributed in accordance with this section.

Sec. 39.35.820. Form s of d istribution, (a) A participant may elect to receive 

the participant's share of the individual account in a

(1) lump sum payment, which is a single payment of the entire balance

in the account;

(2) periodic lump sum payment, which is a payment of a portion of the 

balance in the account, not more than twice each year;

(3) period certain annuity payment, which is an annuity payable in a 

fixed number of monthly installments for a duration of 60, 120, or 180 months;

(4) life annuity with a period certain payment, which is an annuity 

payable until the later of the first day of the month in which the annuitant's death 

occurs, or the date on which the payment of a fixed number of monthly installments is 

completed; the period certain for installments is 120 or 180 months;

(5) single life annuity payment, which is an annuity payable monthly 

until the first of the month in which the annuitant's death occurs; or

(6) joint and survivor annuity payment, which is an annuity payable 

monthly to the member until the first of the month in which the member's death 

occurs; after the member's death, a survivor annuity equal to 50 percent or 100 percent

24-LS0637U

CSS It 141 (FIN > - 86 -

Nnw Ti x t  U n r io r l iv e d  I  DELETED TEXT HRACEETEPJ



24-LS0637U

2

3

4

5

6 

7 

S 

9

10

11

12

13

14

15

16 

17 

IS

19

20 

21 

22

23

24

25

26 

27 

2S 

29

l()

31

1 of the member's benefit, as previously elected by the member, shall be paid monthly to 

the joint annuitant for the remainder of the survivor's lifetime.

(b) Upon the death of an annuitant whose payments have commenced, an 

annuitant's beneficiary shall receive further payments only to the extent provided in 

accordance with the form of payment that was being made to the annuitant. The 

remaining portion o f  the interest shall continue to be distributed at least as rapidly as 

under the method of distribution being used before the annuitant's death.

(c) If a participant dies before the distribution commencement date, 

distribution of the participant's entire interest to a beneficiary shall be payable in any 

form other than a joint and survivor annuity.

(d) If an unmarried member or other participant fails to elect a form of 

payment before the distribution commencement date, the account shall be paid to a 

beneficiary in the form of a lump sum to the extent required by the minimum 

distribution requirements set out in the Internal Revenue Code. If a married member 

fails to elect a form of payment before the distribution commencement date, the 

account shall be paid in the form of a 50 percent joint and survivor annuity, with the 

member's spouse as the joint annuitant.

Sec. 39.35.830. M a n n e r  of electing d is t r ib i  " (a) Any election or any 

alteration or revocation of a prior election by a partici any purpose under this

plan shall be on forms or made in a manner prescribed foi that puipose by the plan 

administrator. To be effective, the forms required or the required action for any 

purpose under this plan must be completed and received in accordance with 

regulations adopted by the commissioner of administration.

(b) At any lime, but not less than seven days before the benefit 

commencement date, a member, alternate payee, or beneficiary may change

( 1) the form of payment election;

(2) an election to commence benefits; or

(3) the joint annuitant designation.

(c) Changes in elections are not allowed on or after seven days before the 

benefit commencement date.

Sec. 39.35.840. Distribution requirem ents, (a) Payments to a participant

-87-
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shall commence as soon as administratively feasible following the distribution 

commencement date. The distribution commencement date is the first date on which 

one of the following occurs:

(1) a mcmLer meets the requirements of AS 39.35.810 and has made a 

complete application for payment under AS 39.35.830;

(2) a participant has elected to defer receipt of the account to a date 

specified, the date has been attained, and the participant has made a complete 

application for payment;

(3) a member attains normal retirement age and has not made an 

application for payment or elected to defer receipt of the account to a date later than 

normal retirement age;

(4) a member's beneficiary does not make an application for benefits 

and five years have elapsed since the member's death;

(5) notwithstanding (a) of this section, a participant whose account has 

a balance of $1,000 or less meets the requirements of AS 39.35.810, at which time the 

participant must take payment of the participant's account.

(b) The entire interest of a member must be distributed or must begin to be 

distributed not later than the member's required beginning date.

(c) If a member dies after the distribution o f  the member's interest has begun 

but before the distribution has been completed, the remaining portion of the interest 

shall continue to be distributed at least as rapidly as under the method of distribution 

being used before the member's death.

(d) If a member has made a distrib ion election and dies before the 

distribution of the member's interest begins, distribution of the member's entire interest 

shall be completed by December 31 of the calendar year containing the fifth 

anniversary of the member's death. However, if any portion of the member's interest 

is payable to a designated beneficiary, distributions may be made over the life of the 

designated beneficiary or over a period certain not greater than the life expectancy of 

the designated beneficiary, commencing, on or bclorc December 31 of the calendar 

year immediately following the calendar year in which the member died, and. if the 

designated beneficiary is the member's surviving spouse, the dale distributions are
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required to begin may not be earlier than the later of December 31 of the calendar year

(1) immediately following the calendar year in which the member died, or (2) in which 

the m ember would have attained 70 1/2 years of age, whichever is earlier. If the 

surviving spouse dies after the member but before payments to the spouse have begun, 

the provisions of this subsection apply as if the surviving spouse were the member. 

An amount paid to a child of the member shall be treated as if it were paid to the 

surviving spouse if the amount becomes payable to the surviving spouse when the 

child reaches the age of majority.

(c) If a member has not made a distribution election before the member's 

death, the member's designated beneficiary must elect the method of distribution not 

later than December 31 of the calendar year (1) in which distributions would be 

required to begin under this section, or (2) that contains the fifth anniversary of the 

date of death of the member, whichever is earlier. If the member does not have a 

designated beneficiary or if the designated beneficiary does not elect a method of 

distribution, distribution of the member's entire interest must be completed by 

December 31 of the calendar year containing the fifth anniversary of the member's 

death.

(f) For purposes of (b) of this section, distribution of a member's interest is 

considered to begin (1) on the member's required beginning date, or (2) if the 

designated beneficiary is the member's surviving spouse and the surviving spouse dies 

after the member but before payments to the spouse have begun, on the date 

distribution is required to begin to the surviving spouse. If distribution in the form oi 

an annuity irrevocably commences to the member before the required beginning date, 

the dale distribution is considered to begin is the date that the distribution actually 

commences.

(g) Notwithstanding any contrary provisions ol AS 3(L35.700 - 39.35.900, the 

requirements of this section apply to all distributions of a member's interest and lake 

precedence over any inconsistent provisions of AS 39.35 700 - 39.35.990.

(h; All distribution required under this section arc determined and made in 

accordance with 26 IJ.S.C. 101(a)(9) and regulations adopted under that statute 

including any minimum distribution incidental benefit requirement.
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(i) In this seciion,

(1) "designated beneficiary" means the individual who is designated as 

the beneficiary under the plan in accordance with 26 U.S.C. 401(a)(9) and regulations 

adopted under that statute;

(2) "required beginning date" means the first day of April of the 

calendar year following the calendar year in which the mem ber either attains 70 1/2 

years o f  age or actually terminates employment, whichever is later.

Sec. 39.35.850. Designation of beneficiary, (a) Each particiT ant shall have 

the right to designate a beneficiary and shall have the right, at any time, to revoke the 

designation or to substitute another beneficiary, subject to the following limitation: if a 

married member elects a nonspouse beneficiary, the value oi the benefit payable to the 

beneficiary may not exceed 50 percent of the member's portion o f  the account balance, 

and the member's spouse shall automatically be considered the beneficiary for the 

remaining 50 percent o f  the account balance, unless the spouse consents to the 

beneficiary designation in a writing that is notarized or witnessed by the administrator. 

If the spouse consents in this manner, a married member may designate a nonspouse 

beneficiary for the entire benefit or any portion the benefit as part o f  an available iorm 

of payment contained in this plan,

(1) except lo the extent a qualified domestic relations order filed with 

the administrator provides for payment to a former spouse or other dependent of the 

member; or

(2) unless the member filed a revocation of beneficiary accompanied 

by a written consent to the revocation from the present spouse and each person entitled 

under the order; however, consent of the present spouse is not required if the member 

and the present spouse had been married lor less than one year on the date of the 

member's death and if the member established when filing the revocation that the 

member and the present spouse were not cohabiting.

(b) Except as provided in (aj of this seciion, the member may change or 

revoke the designation without notice to the beneficiary or beneficiaries at any time.

If a member designates more than one beneficiary, each shares equally unless the 

member specifics a different allocation or preference 'Ihe  designation of a
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beneficiary, a change or revocation of a beneficiary, and a consent to revocation of a 

beneficiary shall be made on a form provided by the administrator and is not effective 

until filed with the administrator.

(c) If a member fails to designate a beneficiary, or if no designated beneficiary 

survives the member, the death benefit shall be paid

(1) to the surviving spouse or, if there is none surviving;

(2) to the surviving children of the m em ber in equal parts or, if there 

are none surviving;

(3) to the surviving parents in equal parts or, if there are none

surviving;

(4) to the estate.

(d) A person claiming entitlement to benefits payable under AS 39.35.700 - 

39.35.990 as a consequence of a member's death shall provide the administrator with a 

marriage certificate, divorce or dissolution judgment, or other evidence of entitlement. 

Documents establishing entitlement may be filed with the administrator immediately 

after a change in the member's marital status. If the administrator does not receive 

notification of a claim before the date 10 days afier the member's death, the person 

claiming entitlement is not entitled to receive from the division of retirement and 

benefits any benefit already paid by the administrator.

See. 39.35.860. Rights under qualified dom estic  relations o rd e r ,  fa) 

Notwithstanding the nonalicnalion provisions in AS 39.35.900(a). the plan 

administrator may direct that benefits be paid lo someone other than a member or 

beneficiary under a valid qualified domestic relations orde" that is executed by the 

judge of a competent court in accordance with applicable state iaw and that has been 

accepted by the administrator.

(b) The administrator shall determine whether an order mce'l the requirements 

of this section within a reasonable period after receiving an order. The administrator 

shall notify the member and an)' alternate payee that an order has been received and 

indicate lo the member and any alternate payee when the order is accepted. A separate 

account foi the alternate payee portion shall be established as soon as administrative!) 

feasible after the order has been accepted by the administrator.

•9|.
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Sec. 39.35.870. Eligibility to elect medical benefits, (a) A member is 

eligible to elect the medical benefits under AS 39.35.880 if the member

(1) has at least 25 years of service as a peace officer or fire fighter or at 

least 30 years of service for all other employees; or

(2) is 65 years of age and has at least 10 years of service.

(b) A member's surviving spouse is eligible to elect medical benefits under 

AS 39.35.880 if the member had elected, or was eligible to elect medical benefits at 

the time of the member's death.

(c) Members shall elect or reject medical benefits on the forms and in the 

manner prescribed by the administrator. The decision to elect or reject benefits is 

irrevocable.

(d) Election of the retiree major medical insurance plan is not required in 

order to elect participation in the health reimbursement arrangement.

(e) A person eligible to elect medical benefits is not required to participate in 

the health reimbursement arrangement in order to elect participation in the retiree 

major medical insurance plan.

( 0  An eligible person must make the irrevocable election lo participate or not 

participate in the retiree major medical insurance by reaching 70 1/2 years of age, or 

upon termination uf employment, whichever is later.

Sec. 39.35.880. Medical benefits, (a) The medical benefits available to 

eligible persons are access to the retiree major medical insurance plan and to the 

health reimbursement arrangement under AS 39.30.300. Access to the retiree major 

medical insurance plan means that an eligible person may not be denied insurance 

coverage except for failure to pay the required premium.

(b) Retiree major medical insurance plan coverage elected by an eligible 

member under this section covers the eligible member, the spouse of the eligible 

member, and the dependent children of the eligible member.

(c) Retiree major medical insurance plan C( vcrage elected b y  a surviving 

spouse o f  an eligible member under this section covers the surviving spouse and the 

dependent children of the eligible member who are dependent on the surviving spnuse

(d) Major medical insurance coverage takes effect on the first day of the

24-LS0637U
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month following the date of the administrator's approval of the election and stops 

when the person who elects coverage dies or fails to m ake a required premium 

payment.

(e) The coverage for persons 65 years of age or c ider is the same as that 

available for persons under 65 years of age. The benefits payable to those persons 05 

years of age or older supplement any benefits provided under the federal old age, 

survivors and disability insurance program.

(f) The medical and optional insurance premiums owed by the person who 

elects coverage may be deducted from the health reimbursement arrangement. If the 

amount of the health reimbursement arrangement becomes insufficient to pay the 

premiums, the person who elects coverage under (a) of this seciion shall pay the 

premiums directly.

(g) The cost of premiums for retiree major medical insurance coverage for an 

eligible member or surviving spouse who is

(1) not eligible for Medicare is an amount equal to the full monthly 

group premiums for retiree major medical insurance coverage;

(2) eligible for Medicare is the following percentage of the premium 

amounts established for retirees who are eligible for Medicare:

(A) percent if the member had 10 or more, but less than 15. 

\ears  of service;

(B) 25 percent if the member had 15 or more, but less than 20, 

years of service;

(C) 20 percent if the member had 20 o r  more, but less than 25, 

years of service;

(D) 15 percent if the member had 25 or more, but less than 50, 

years ofl service;

(E) 10 percent il the member huf '  or more years of service.

(hi The eligibility for retiree major medical insurance coverage for an

alternate pa>ce under a qualified domestic relations order shall be determined based 

on the eligibility of the member to elect coverage. The alternate payee shall pay the 

full monthly premium for retiree major medical insurance coverage

.y.w CSSH 141 (FIN)
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(i) A person who is entitled to retiree major medical insurance coverage shall

(1) be informed by the administrator in writing

(A) that the health insurance coverage available to retired 

members may be different from the health insurance coverage provided to 

employees;

(B) of time limits for selecting optional health insurance 

coverage and whether the election is irrevocable; and

(2) indicate in writing on a form provided by the administrator that the 

person has received the information required by this subsection and whether the 

person has chosen to receive optional health insurance coverage.

(j) The monthly group premiums for retiree major medical insurance coverage 

arc established by the administrator in accordance with AS 39.30.095. Nothing in 

AS 39.35.700 - 39.35.990 guarantees a person who elects coverage under fa) of this 

section a monthly group premium rate for retiree major medical insurance coverage 

other than the premium in effect for the month in which the premium is due for 

coverage for that month.

(k) In this section, "health reimbursement arrangement" means the plan 

established in AS 39.30.300.

See. 39.35.890. A m endm ent and te rm ination of plan , (a) The state has the 

right to amend the plan at any time and from lime to lime, in whole or in part, 

including the right to make retroactive amendments referred to in 26 U.S.C. 401(b).

(b) The plan administrator may not modify or amend the plan retroactively in 

such a manner as to reduce the benefits of any member accrued to date under the plan 

by reason of contributions made before the modification or amendment except to the 

extent that the reduction is permitted by the Internal Revenue Code.

(c) The stale may. in its discretion terminate the plan in whole or pan at any 

time without liability for the termination. If the f ’an is terminated, all investments 

remain in force until all individual accounts have been completely distributed under 

the plan. and. after all plan liabilities arc satisfied, excess assc.s revert to the employer.

(d) Any contribution made by an employer to the plan because of a mistake ol 

fact must be returned to the employer by the administrator within one year alter the

24-LS0637M
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contribution or discovery, whichever is later.

Sec. 39.35.900. Exclusive benefit, (a) The corpus or income o f  the assets 

held in trust as required by the plan may not be diverted or used for other than the 

exclusive benefit of the participants.

(b) If plan benefits are provided through the distribution of annuity or 

insurance contracts, any refunds or credits in excess of plan benefits due to dividends, 

earnings, or other experience rating credits, or surrender or cancellation credits, shall 

be paid to the trust fund.

(c) The assets of the plan may not be used to pay premiums or contributions of 

the em ployer under another plan maintained by the employer.

Sec. 39.35.910. Nonguarantee of re tu rn s ,  rates, or benefit am ounts . The 

plan created by AS 39.35.700 - 39.35.990 is a defined contribution plan, not a defined 

benefit plan. The amount of money in the account of a participant depends on the 

amount of contributions and the rate of return from investments of the account that 

varies over time. If benefits arc paid in the form o f  an annuity, the benefit amount 

payable is dependent on the amount of money in the account and the interest rates 

applied and sendee fees charged by the annuity payor at the time benefits are first 

[laid. Nothing in this plan guarantees a participant

( 1) a rate of return or interns* rale other than that actually earned by the 

account o f  the participant, less applicable administrative expenses; or

(2) an annuity based on interest i. .cs or service ci.urges other than 

interest rales available from and service charges by the annuity payor in effect at the 

lime the annuity is paid.

Sec. 39.35.920. Nonguarnnlec of employment. The provisions of 

AS 39.35.700 - 39.15.990 arc not a contract ol employment between an employer and 

an employee, nor do they confer a right of an employee to be continued in the 

employment of an employer, nor arc they a limitation of the right of an employer to 

discharge an employee with or without cause.

Sec. 39.35.930. F raud. A person who knowingly makes a false statement or 

falsifies o r  permits to be falsified a record ol this plan in an aiiempt to defraud the plan 

is, guilty of a class A misdemeanor.

•95-
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Sec. 39.35.940. T ran s fe r  into defined contribution p lan  by nonvested 

m em bers  of defined benefit plan, (a) Subject to (g) of this section, an active 

member of the defined benefit retirement plan of the public employees' retirement 

system is eligible to participate in the defined contribution retirement plan established 

under AS 39.35.700 - 39.35.990, if that member has not vested. Participation in the 

defined contribution retirement plan is in lieu of participation in the defined benefit 

retirement plan established under AS 39.35.095 - 39.35.680.

(b) A member who has vested in a defined benefit retirement plan is not 

eligible to transfer under this section.

(c) Each eligible member who elects to participate in the defined contribution 

retirement plan shall have transferred to a new account the present value of the 

member contribution account balance held in trust for the member under the defined 

benefit retirement plan of the public employees' retirement system. A matching 

employer contribution shall be made on behalf of that employee to the new account. 

Upon a transfer, all service credit previously earned under the defined benefit 

retirement plan shall be nullified for purposes of entitlement to a future benefit under 

the defined benefit retirement plan but shall be credited for purposes of eligibility to 

elect medical benefits under AS 39.35.870. An eligible member whose accounts are 

subject to a qualified domestic relations order may not make an election to par icipate 

in the defined contribution retirement plan under this subsection unless the qualified 

domestic relations order is amended or vacated and court-certified copies of the order 

are received by the administrator.

tdj As directed by the participant, the hoard shall transfer or cause to be 

transferred the appropriate amounts to the designated account. The board shall 

establish transfer procedures by regulation, hut the actual transfer may not be later 

than 30 days after the effective date of the member's participation in the defined 

contribution rcurcmerit plan unless the major financial markets for securities available 

for a transfer are seriously disrupted by an unforeseen event that also causes Ihe 

suspension of trading on any national securities exchange in the country where the 

securities were issued. In that event, the 30-day period of time may be extended by a 

resolution of the board of trustees Transfers are not coinniissionablc or subject to

I
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other fees and may be in the form of securities or cash as determined by the board. 

Securities shall be valued as of the date of receipt in the participant's account.

(e) If the board or the administrator receives notification from the United 

Siaios Department of the Treasury, Internal Revenue Service, that this section or a 

portion of this section will cause the retirement system under this chapter, or a portion 

of the retirement system under this chapter, to be disqualified for tax purposes under 

the Internal Revenue Code, the portion that will cause the disqualification does not 

apply, and the board and the administrator shall notify the presiding officers of the 

legislature.

(f) The election lo participate in the defined contribution retirement plan must 

be made in writing on forms and in the manner prescribed by the administrator. 

Before accepting an election to participate in the defined contribution retirement plan, 

the administrator must provide the employee planning on making an election to 

participate in the defined contribution retirement plan with information, including 

calculations to illustrate the effect of moving the employee's retirement plan from the 

defined benefit retirement plan to the defined contribution retirement plan as well as 

other information to clearly inform the employee of the potential consequences of the 

employee's election. An election made under this subsection to participate in the 

defined contribution retirement plan is irrevocable. Upon making the election, the 

participant shall be enrolled as a member of the defined contribution retirement plan, 

the member's participation in the plan shall be governed by the provisions of 

AS 39.35.700 - 39.35.990, and the member's participation in the defined benefit 

retirement plan under AS 39.35.115 shall terminate. The participant’s enrollment in 

the defined contribution retirement plan shall be effective the first day of the month 

after the administrator receives the completed enrollment forms. An election made by 

an eligible member who is married is not effective unless the election is signed by the 

individual’s spouse.

tg) A member may make an election under this section only if the member’s 

employer participates in both .he defined benefits retirement plan and the defined 

contribution retirement plan and consents to transfers under this section. The 

employer shall notify the administrator if the employer consents to allowing the
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employer's members to choose to transfer from the defined benefits retirement plan to 

the defined contribution retirement plan under this section. An employer's notice to 

allow transfers is irrevocable and applicable to all eligible employees of the employer,

(h) In this section,

(1) "defined benefit retirement plan" means the retirement plan 

established in AS 39.35.095 - 39.35.680;

(2) "defined contribution retirement plan" means the retirement plan 

established in AS 39.35.700 - 39.35.990.

Sec. 39.35.950. Request by political subdivision to p a r tic ipa te  and

adoption of resolution. A municipality or other political subdivision of the state may 

request to become an employer in this plan. The request shall be made after adoption 

of a resolution by the legislative body of the political subdivision and after approval of 

the resolution by the person required by law to approve the resolution. A certified 

copy of the resolution shall be filed with the administrator. If the administrator 

approves the request for participation, the political subdivision is an employer of the 

plan.

Sec. 39.35.955. Request by public organization  to pa r t ic ipa te  and

adoption of resolution. A public organization may request to become an employer in 

this plan. The request shall be made after adoption of a resolution by the governing 

body of the public organization. A certified copy of the resolution shall be liled with 

the administrator. If the administrator approves the request for participation, the 

public organization is an employer of the plan.

Sec. 39.35.960. M em bership  in teache rs '  and public employees'

retirement systems. A person who is employed at least half-time in the public 

employees' defined contribution retirement plan (AS 39.35.700 - 39.35.990) during the 

same period that the person is employed at least half-time in a position in the teachers' 

defined contribution retirement plan (AS 1-1.25.310 - 14.25,59(1) shall receive credited 

service under each plan for half-time employment. However, the amount ( f credited 

service a person receives under the public employees' defined contribution retirement 

plan during a school year may not exceed the amount necessary, when added to the 

amount of credited service earned during the school year under the teachers' defined

24-LS0637\I
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contribution retirement plan, to equal one year of credited service.

See. 39.35.965. Army and a i r  national guard  employees. A regular full­

time civilian employee of the Alaska Army National Guard and Air National Guard 

whose entire salary is paid from allotted federal funds is included in the public 

employees' defined contribution retirement plan (AS 39.35.700 - 39.35.990) if the 

federal or state government pays the employer's contributions. If the amount that the 

federal government may legally contribute to Ihe plan is lower than the required 

employer's contribution, the state government shall contribute the difference. If the 

employer's contributions arc not paid when due, service credit for the period of 

delinquency may not be granted until the contributions are paid.

Sec. 39.35.970. North Pacific Fishery M anagem ent Council employees. 

An employee of the North Pacific Fishery Management Council appointed under 16 

U.S.C. 1852(f)(1) (Sec. 302(f)(1) of P.L. 94-265) whose compensation is paid from 

allotted federal funds is included in the public employees' defined contribution 

retirement plan (AS 39.35.700 - 39.35.990) if the council pays the employer's 

contributions. If the employer's contributions are not paid when due, credited service 

for the period of delinquency may not be crantcd until the contributions are paid,

Sec. 39.35.990. Definitions. In AS 39.35.700 - 39.35.990. unless the context 

requires otherwise,

(1) "administrator" means the commissioner of administration or the 

commissioner’s designee;

(2) "alternate payee" means the person for whom an amount has been 

separated into an account under a qualified domestic relations order;

(3) "annuitant" means a member, beneficiary, or alternate payee who is 

receiving a benefit under this plan;

(4) "beneficiary" means the person or persons entitled under the I 

provisions of this plan to receive benefits after the death of a member or alternate 

payee;

(5) "hoard" has the meaning given in AS 39.35.680;

(6) "calendar year" has the meaning given in AS 39.35.6S0;

(7) "compensation"
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(A) means

(i) the total remuneration earned by an employee for 

personal services rendered, including cost-of-living differentials, as 

reported on the employee's Federal Income Tax Withholding Statement 

(Form W-2) from the employer for the calendar year;

(ii) the member contribution to the public employees' 

retirement system under AS 39.35.730, employee deferrals under 

AS 39.45.010, the wage reduction amount contributed lo the Alaska 

Supplemental Annuity Plan under AS 39.30.150(a), and the wage 

reduction amount contributed to the Alaska Supplemental Benefit Plan 

under AS 39.30.150(c), as those statutes may be amended from time to 

time;

(B) does not include retirement benefits, severance pay or other 

separation bonuses, welfare benefits, per diem, expense allowances, workers' 

compensation payments, payments for leave not used whether those leave 

payments arc scheduled payments, lump-sum payments, donations, or cash-ins, 

any remuneration contributed by the employer for or on account of the 

employee under this plan or under any other qualified or nonqualified 

employee benefit plan, any remuneration not specifically included above 

which would have been excluded under 26 U.S.C. 3121(a) (Internal Revenue 

Code) if the employer had remained in the Federal Social Security System, or 

any remuneration paid by the employer in excess of the Social Security 

Taxable Wage Base for the calendar year;

(C) notwithstanding (B) of this paragraph, includes any amount 

that is contributed by the employer under a salary reduction agreement and that 

is not includible in the gross income of the employee under 26 U.S.C. 125, 

132(f)(4), 402(e)(3) 402(h)(1)(B) or 403(b) (Internal Revenue Code); the 

annual compensation limitation for the member, which is so taken into account 

for those purposes, may not exceed $200,000, as adjusted for the cost of living 

in accordance with 26 U.S.C. 40l(a)(17)(B) (Internal Revenue Code), with the 

limitation for a fiscal year being the limitation in effee* for the calendar year
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within which the fiscal year begins;

(8) "dependent child" has the meaning given in AS 39.35.680;

(9) "distribution commencement date" has the meaning given in 

AS 39.35.840(a);

(10) "employer" means

(A) the State of Alaska; or

(B) a political subdivision or public organization of the state 

that participates in the plan;

(11) "fund" means the assets of the plan;

(12) "individual account" means the total maintained by the plan in an 

investment account within the trust fund, established for each member for the purposes 

of allocation of the member's contributions, the employer's contributions on behalf of 

the member, and earnings credited to each of those contributions, investment gains 

and losses, and expenses; as well as reporting of the member's benefit under the plan;

(13) "Internal Revenue Code" means the Internal Revenue Code of 

1986, as amended;

(14) "investment funds" means those separate funds that are provided 

within and that make up the trust fund and that are established for the purpose of 

directing investment through the exercise of the sole control of a member, beneficiary, 

or alternate payee under the terms of the plan and trust agreement;

(15) "limitation year" means the year for which contributions are made 

to a member’s individual account as reported to the Internal Revenue Service and as 

meets the limits described in 26 U.S.C. 415(c);

(16) "member" means an employee of an employer or former 

employee of an employer who retains a right to benefits under the plan;

(17) "membership service" means full-time or part-tim employment 

with an employer in the plan;

(IS) "normal retirement age" means 65 years of age;

(19) "participant" means the person who has a vested right to an 

individual account, such as a member, an alternate payee if the account is subject to a 

qualified domestic relations order, the member’s beneficiary if the member is
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1 deceased, or an alternate payee's beneficiary if the alternate payee is deceased;

2 (20) "peace officer" or "fire fighter" has the meaning given in

3 AS 39.35.680;

4 (21) "plan" means the retirement plan established in AS 39.35.700 -

5 39.35.990;

6 (22) "prudent investment standard" means the degree o f  care, skill,

7 prudence, and diligence under the circumstances then prevailing that a prudent person

8 acting in a like capacity and familiar with such matters would use in the conduct of an

9 enterprise of a like character and with like aims;

10 (23) "qualified domestic relations order" means a divorce or

11 dissolution judgment under AS 25.24, including an order approving a property

12 settlement, that

13 (A) creates or recognizes the existence of an alternate payee's

14 right to, or assigns to an alternate payee the right to, receive all or a portion of

15 | an individual account or the benefits payable with respect to a member;

16 (B) sets out the name and last known mailing address, if any, of

17 the member and of each alternate payee covered by the order;

IS (C) sets out the amount or percentage of the member's benefit,

19 or of any survivor's benefit, to be paid to the alternate payee, or sets out the

20 manner in which that amount or percentage is to be determined;

21 ' (D) sets out the number of payments or period to which the

22 order applies;

23 (E) sets out the retirement plan to which the order applies:

24 (F) docs not require any type or form of benefit or any option

25 not otherwise provided by AS 39.35.700 - 39.35.990;

26 | (G) docs not require an increase of benefits in excess of the

27 amount provided by AS 39.35.700 - 39.35.990; and

2S (Hj does not require the payment to an alternate payee of

29 benefits that are required to be paid lo another alternate payee under another

30 order previously determined to be a qualified domestic relations order;

3J (24) "retiree" means an eligible person who has elected to receive
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1 medical benefits under AS 39.35.880;

2 (25) "surviving spouse" means the spouse of an employee who has

3 been married to the employee for at least one year al the time of the employee's death;

\ (26) "system" has the meaning given in AS 39.35.680;

(27) "year of service" means the equivalent of 52 weeks o f  permanent 

full-time employment, which may consist of a combination of permanent full-time or 

permanent part-time membership service; in this paragraph, "peimanent full-time" and 

"permanent part-time" have the meanings given in AS 39.35.680.

* Sec. 121. AS 39.45.030(a) is amended to read:

i (a) The Alaska Retirem ent M anagem en t [STATE PENSION

INVESTMENT] Board is authorized, subject to contracts with individual employees, 

to invest the funds held under a deferred compensation program. The board has the 

same powers and duties concerning the management and investment in regard to those 

funds as are provided under AS 37.10.220 [AS 14.25.180].

* Sec. 122. AS 39.45.030(g) is amended to read:

(g) In this section, "board" means the Alaska R etirem ent M anagem ent

[STATE PENSION INVESTMENT] Board.

* Sec. 123. AS 39.45.060 is amended by adding a new paragraph to read:

(2) "board" means the trustees of the Alaska Retirement Management

Board established under AS 37.10.210.

* Sec. 124. AS 39.50.200(a)(9) is amended to read:

(9) "public official" means

(A) a judicial officer;

(B) the governor or the lieutenant governor;

(C) a person hired or appointed in a department in the

executive branch as

(i) the head or deputy head of the department;

(ii) the director or deputy director of a division:

(iii) a special assistant to the head of the department;

(iv) a person serving as the legislative liaison tor the

department:

24-LS0637U
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(D) an assistant to the governor or the lieutenant governor;

(E) the chair or a member of a state commission or board 

[OTHER THAN PHYSICIAN MEMBERS OR ALTERNATES OF THE 

ALASKA TEACHERS' RETIREMENT BOARD APPOINTED UNDER 

AS 14.25.035(a)(2) OR OF THE PUBLIC EMPLOYEES' RETIREMENT 

BOARD APPOINTED UNDER AS 39.35.030(d);]

(F) state investment officers and the state comptroller in the 

Department of Revenue;

(G) [REPEALED

(H)J the chief procurement officer appointed under

AS 36.30.010;

(H) [(I)] the executive director of the Alaska Workforce 

Investment Board; and

(I) [(J)] each appointed or elected municipal officer;

* Sec. 125. AS 39.50.200(b)(54) is amended to read:

(54) Alaska R etirem ent M anagem ent [STATE PENSION

INVESTMENT] Board (AS 37.10.210);

* Sec. 126. AS 44.25.020(2) is amended to read:

(2) collect, account for, have custody of. invest, and manage all stale

funds and all revenues of the state except revenues incidental to a program of licensing 

and regulation carried on by another state department, funds managed and invested by 

the Alaska R e tirem en t M anagem ent [STATE PENSION INVESTMENT] Board, 

and as otherwise provided by law;

* Sec. 127. AS 44.25.028(a) is amended to read:

(a) The commissioner of revenue may designate employees o f  the Department 

of Revenue who arc subject to the provisions of AS 39.50 because of their 

responsibility for participating in the management or investment of the funds for 

which the Alaska Retirement M anagem ent [STATE PENSION INVESTMENT] 

Board is responsible.

* Sec. 128. AS 44.25.028(b) is amended to read:

(b) If an officer or employee of the Department of Revenue with responsibility

CSSH 141 (FIN) -104-
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for funds for which the Alaska R etirem ent M anagem ent [STATE PENSION 

INVESTMENT] Board is responsible acquires, owns, or controls an interest, direct or 

indirect, in an entity or project in which assets under the control of the board are 

invested, the officer or employee shall immediately disclose :he interest to the board. 

The disclosure is a matter of public record and shall be included in the minutes of the 

board meeting next following the disclosure. The commissioner shall adopt 

regulations to restrict officers and employees of the department from having a 

substantial interest in an entity or project in which assets under the control of the board

are invested. P e k S a / a p I i * "

* Sec. 329. AS 44.64.030(a) is amended by adding a new paragraph Vcrread:

(36) AS 14.25.006 (teachers' retirement system);

(37) AS 39.35.006 (public employees' retirement system).

* Sec. 130. AS 14.25.012(a), 14.25.015, 14.25.020, 14.25.022, 14.25.030, 14.25.035, 

14.25.037, 14.25.170, 14.25.175(e), 14.25.180, 14.25.190, 14.25.220(41); AS 39.30.175(f); 

AS  39.35.010, 39.35.011, 39.35.020, 39.35.030, 39.35.040, 39.35.042, 39.35.047, 39.35.060, 

39.35.080, 39.35.090, 39.35.520(c), 39.35.522(c), 39.35.522(c); AS 39.45.025;

\ S  39.50.200(b)(23), and 39.50.200(b)(29) are repealed.

* Sec. 131. AS 14.25.061(c), 14.25.062; and AS 39.35.350 are repealed.

* Sec. 132. The uncodified law of the State of Alaska is amended by adding a new section 

o read:

TRANSITION: INITIAL STAGGERED TERMS OF TRUSTEES OF THE

iLASKA RETIREMENT M ANAGEM ENT BOARD. Notwithstanding AS 37.10.210(c), as 

;pcalcd and reenacted by sec. 59 of this Act, the terms of the initially appointed trustees of 

ic Alaska Retirement Management Board who are not commissioners shall be set by the 

overnor to achieve staggered terms in the manner provided for nine-member boards by 

S 39.05.055(7),

* Sec. 133. The uncodificd law of the Slate of Alaska is amended by adding a new section 

read:

TERMS OF MEMBERS OF THE ALASKA TEACHERS' RETIREM ENT BOARD, 

ND TH E PUBLIC EMPLOYEES' RETIREMENT BOARD. The terms of all board 

ambers appointed to the Alaska Teachers' Retirement Board, and the Public Employees'

-105- CSSU 14 J (FIN)
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Retirement Board expire on the effective date of this section.

* Sec. 131. The uncodified law of the State of Alaska is amended by adding a new secLion 

to read:

TERMS OF M EM BERS OF THE ALASKA STATE PENSION INVESTMENT 

BOARD. The terms of all board members apDoinled to the Alaska State Pension Investment 

Board expire on September 30, 2005.

* Sec. 135. The uncodified law of the State of Alaska is amended by adding a new section 

to read:

TRANSITION O F DUTIES BETWEEN ALASKA STATE PENSION 

INVESTMENT BOARD A ND  THE ALASKA RETIREMENT M ANAGEMENT BOARD,

(a) After the effective date o f  this section and until September 30, 2005, the Alaska State 

Pension Investment Board shall continue to exercise the powers and duties assigned in this 

Act to the Alaska Retirement Management Board. The Alaska State Pension Investment 

Board shall take actions to facilitate the transition of duties formerly assigned to the Alaska 

State Pension Investment Board lo the duties assigned in this Act to the Alaska Retirement 

Management Board. A m em ber of the Alaska Retirement Management Board appointed to 

serve as a trustee before September 30, 2005, shall be invited lo observe and train with the 

Maska State Pension Investment Board.

(b) The Aiaska Retirement Management Board may not assume the duties and 

esponsibilitics assigned to the Alaska Retirement Management Board in this Act until 

Ictober 1, 2005.

* See. 136. The uncodificd law of the State of Alaska is amended by adding a new section 

5 read:

TRANSITION. Hearings and other proceedings pending under a law amended or 

:pcalcd by this Act or in connection with functions transferred by this Act continue in effect 

id may be continued and completed notwithstanding a transfer or amendment or repeal 

■ovided for in 'his Act. O rc ':rs and regulations issued or adopted under authority of a law 

nendcd or repealed by this Act remain in effect for the term issued, or until revoked, 

icatcd, or otherwise modified under the provisions of this Act. Contracts, rights, liabilities, 

id obligations created by or under a law amended or repealed by this Act, and in effect on 

c effective date of this section, remain in effect notwithstanding this Act's taking effect.

24-LS0637\I
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Records, equipment, appropriations, funds, and other property of boards or agencies of the 

state whose functions are transferred under this Act shall be transferred to implement the 

provisions of this Act.

* Sec. 137. The uncodified law of the State of Alaska is amended by adding a new  section 

to read:

TRANSITION: REGULATIONS, (a) The Department of Administration and the 

Department of Revenue may proceed to develop and adopt regulations required to implement 

Lhis Act.

(b) Regulations adopted by the Department of Administration and the Department of 

Revenue under this Act relate to the internal manage’' ient of a state agency, and the adoption 

tf  the regulations is not subject to AS 44.62 (Administrative Procedure Act).

* Sec. 138. The uncodified law of the State of Alaska is amended by adding a new section 

o read:

REPORT TO TH E LEGISLATURE BY ALASKA RETIREMENT MANAGEMENT 

lOARD. It is the intent of the legislature that there will be a moratorium after the effective 

ate of this Act on legislation affecting all public employees' retirement plans until the Alaska 

Retirement Management Board can present a report to the legislature containing the board's 

ssessment and recommendations as provided in this section. The Alaska Rctiremcn 

lanagemcnt Board shall report to the legislature 120 days after all members are appointed to 

le board, or 15 days after the first day of the first regular legislative session following the 

fectivc date o f  this section, whichever ’ ’ first The report must include the board's

(1) preliminary assessment of the financial health of all public employees' 

tirement plans and all teachers' retirement plans;

(2) assessment of the actuarial services purchased by the board;

(3) recommendations for additional legislative or administrative policy to 

prove the financial health of the retirement plans;

(4) short-term and long-term recommendations for addressing the unfunded 

bility of the retirement plans; and

(5) recommendations for legislative procedures regarding fiscal notes for new 

islation affecting the retirement plans.

Sec. 139. The uncodificd law of the State of Alaska is amended by adding a new section

-107- CSSIt 141 (FIN)
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to read:

INSTRUCTION REGARDING ALASKA TEACHERS' RETIREM ENT SYSTEM 

BOARD, ALASKA PUBLIC EMPLOYEES' RETIREMENT SYSTEM BOARD, AND 

ALASKA STATE PENSION INVESTMENT BOARD. Wherever in the Alaska Statutes and 

the Alaska Administrative Code the terms "Alaska Teachers' Retirement System Board," 

"Alaska Public Employees' Retirement System Board," or "Alaska State Pension Investment 

Board" are used, they shall be read as "Alaska Retirement Management Board" when to do so 

would be consistent with the changes made by this Act.

* Sec. 140. The uncodified law of the State o f  Alaska is amended by adding a new section 

to read:

SPECIFIC INSTRUCTIONS TO REVISOR OF STATUTES CONCERNING 

SPECIFIC REFERENCES, (a) The rcvisor o f  statutes shall change references to "this 

chapter" to "AS 14.25.009 - 14.25.220" in the following statutes: AS 14.25.040(b),

14.25.040(c), 14.25.045(a), 14.25.047, 14.25.061(a), 14.25.062, 14.25.063(a), 14.25.075(c),

14.25.105, 14.25.107, 14.25.110(k), 14.25.142, 14.25.150(b), 14.25.153, 14.25.160(h), 

14.25.165(f), 14.25.166, 14.25.177, 14.25.195, 14.25.200(b), 14.25.205, and 14.25.210, and 

in 14.25.220 in each place that the phrase appears.

(b) The revisor of statutes shall change the reference to "board" to "administrator" in 

the following statutes: AS 14.25.075 and 14.25.130(f).

(c) The revisor of statutes shall change the reference to "system" to "plan" in the 

following statutes: AS 14.25.040(b), 14.25.040(c), 14.25.045, 14.25.047, 14.25.055,

14.25.060, 14.25.061(a), 14.25.062, 14.25.063(a), 14.25.065, 14.25.070, 14.25.075(c), 

14.25.075(d), 14.25.075(g), 14.25.075(h), 14.25.075(i), 14.25.100(a), 14.25.105(c),

14.25.107, 14.25.110, 14.25.125(c), 14.25.143, 14.25.163, 14.25.165(i), 14.25.167(g), 

14.25.168, 14.25.169, 14.25.173(a), 14.25.173(d), 14.25.181, 14.25.200, 14.25.210,

14.25.220(1), 14.25.220(4), 14.25.220(7), 14.25.220(14), 14.25.220(2ug  14.25.220(22), 

14.25.220(23), 14.25.220(31), 14.25.220(34), 14.25.220(36), 14.25.220(37), 14.25.220(42); 

AS 39.35.120, 39.35.125, 39.35.160, 39.35.165(a), 39.35.165(c), 39.35.165(d), 39.35.165(c), 

39.35.165(g), 39.35.165(h), 39.35.165(i), 39.35.170, 39.35.180, 39.35.195(b), 39.35.195(c), 

39.35.250, 39.35.280, 39.35.300(c), 39.35.310(a), 39.35.310(c), 39.35.340(a), 39.35.342(a), 

39.35.342(d). 39.35.345(a), 39.35.345(d), 39.35.360(a), 39.35.360(g), 39.35.360(h),

CSSB 141 (FIN) - 108 -
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39.35.360(k), 39.35.370(f). 39.35.370(h), 39.35.370(i), 39.35.3700), 39.35.370(k),

39.35.371 (i), 39.35.3‘?l(b), 39.35.381(g), 39.35.385(c), 39.35.400(e), 39.35.450(g),

39.35.475(a), 39.35.475(b), 39.35.475(d), 39.35.500(a), 39.35.505, 39.35.520(a),

39.35.520(d), 39.35.522(d), 39.35.527(a), 39.35.527(b), 39.35.530, 39.35.535(a),

39.35.535(d), 39.35.550, 39.35.560, 39.35.570, 39.35.580, 39.35.590, 39.35.600, 39.35.610, 

39.35.620(a), 39.35.620(h), 39.35.650, 39.35.670, 39.35.675(a), 39.35.680(1), 39.35.680(5), 

39.35.680(9), 39.35.680(12), 39.35.680(15), 39.35.680(16), 39.35.680(17), 39.35.680(20), 

39.35.680(21)(A). 39.35.680(29), 39.35.680(32), 39.35.680(33), and 39.35.680(35).

(d) The revisor of statutes shall change the reference to "board" to "commissioner" in 

the following statutes: AS 39.35.290, 39.35.522(a), 39.35.522(b), and 39.35.522(d).

(e) The revisor of statutes shall change references to "this chapter" to "AS 39.35.095 - 

39.35.680" in the following statutes: AS 39.35.165, 39.35.200, 39.35.250, 39.35.300, 

39.35.340, 39.35.350, 39.35.360, 39.35.370, 39.35.371, 39.35.375, 39.35.3S1, 39.35.4S0, 

39.35.490, 39.35.495, 39.35.505, 39.35.530, 39.35.546, 39.35.547, 39.35.615(c),

39.35.620(e), 39.35.660, 39.35.675(b), 39.35.677, and 39.35.680.

(f) The revisor of statutes shall renumber AS 39.35.690 lo follow AS 39.35.990

* Sec. 141. The uncodificd law of the State of Alaska is amended by adding a new section 

o read:

IMPLEMENTATION OF SECTIONS 139 AND 140 OF THIS ACT. Under

VS 01.05.031. the revisor of statutes shall implement secs. 139 and 140 of this Act in the

Vlaska Statutes, and, under AS 44.62.125(b)(6), the regulations attorney shall implement secs. 

39 and 140 of this Act in the administrative code.

* Sec. 142. Sections 11, 12. 14, 15, 20, 89 - 94, 107, 114, and 131 of this Act take effect

jne 30, 2010.

* Sec. 143. Section 141 of this Act takes effect immediately under AS 01.10.070(c).

* Sec. 144. Except as provided in secs. 142 and 143 of this Act. this Act takes effect July I, 

305.
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CS F O R  SEN A T E BILL NO. 141(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FOURTH LEGISLATURE - FIRST SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE FINANCE COMMITTEE

A BILL 

FOR AN A CT ENTITLED  

1 I! "An Act relating to the teachers' and public employees' retirement systems and creating 

7 II defined contribution and health reimbursement plans for members o f  the teachers'

3 || retirement system and the public employees' retirement system who arc first hired after

4 || July 1, 2005; establishing the Alaska Retirement Management Board to replace the

5 || Alaska State Pension Investment Board, the Alaska Teachers' Retirement Board, and

6 |  the Public Employees' Retirement Board; adding appeals of the decisions of the

7 || administrator o f  the teachers' and public employees' retirement systems to Ihe

8 jurisdiction of the office of administrative hearings; providing for nonvested members of

9 || the teachers' retirement system defined benefit plans to transfer into the teachers'

10 || retirement system defined contribution plan and for nonvested members of the public

11 I employees' retirement system defined benefit plans to transfer into the public

12 j| employees' retirement system defined contribution plan; providing for political

L
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2

subdivisions and public organizations to request to participate in the public employees' 

defined contribution retirement plan; and providing for an effective date."

3 II BE IT  EN A CTED  BY T H E  L E G ISLA TU R E O F T H E  S T A T E  O F  ALASKA:

4 || * Section 1. AS 14.25 is amended by adding new sections to read:

5 || Article 1. A dm inistration of the T e a c h e r s 'R e t i re m e n t  System.

6 || Sec. 14.25.001. Purpose. The purpose o f  this chapter is to encourage

7 || qualified teachers to enter and lemain in sendee with participating employers by

8 || establishing plans for the payment o f  retirement and death benefits to oi on behalf of

9 || the members.

10 || Sec. 14.25.002. Attorney general. The attorney general o f  the state is the

11 || legal counsel for the system and shall advise the administrator and represent the

12 || system in a legal proceeding.

13 || See. 14.25.003. A dm inistrator, (a) The commissioner o f  administration or

14 || the commissioner's designee is the administrator o f  the system.

15 || (b) The commissioner o f  administration shall adopt regulations to govern the

16 || operation o f  the system.

17 || See. 14.25.004. Powers and duties of the adm in is tra to r ,  (a) The

IS || administrator shall

19 || (1) establish and maintain an adequate system o f  accounts;

20 || (2) transmit the funds deposited in the system to the retirement fund

21 || established and maintained by the Alaska Retirement Management Board;

■ (3) approve or disapprove claims for retirement benefits;

23 || (4) make payments for the various purposes specified;

24 || (5) submit periodic reports or statements o f  account that are needed;

25 || (6) issue a statement o f  account to an employee not less than once each

26 II year showing the amount o f  the employee's contributions to the applicable plan in the

27 || system;

28 || (7) formulate ;uid recommend to the commissioner o f  administration

29 || regulations to govern the operation o f  the system;

30 || ( 8) as soon as possible after the close o f  each fiscal year, and not later

C SSB 141 (FIN) -2-
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I than six months after the close o f  each fiscal year, senJ to the governor and the

legislature an annual statement on the operations o f  each o f  the plans in the system 

|| containing

H (A) a balance sheet;

(B) a statement o f  income and expenditures for the previous

fiscal year;

(C) l report on valuation o f  trust fund assets;

I (D) a summary o f  asset" held in the trust fund listed by the

I categories of investment, as provided by the Alaska Retirement Management

I Board;

(E) other statistical financial data that are necessary for proper

I understanding of the financial condition o f  the system as a whole and each plan

j in the system and the result o f  its operations;

1
(9) engage an independent certified public accountant to conduct an 

annual audit o f  each plan's accounts and the annual report o f  the system's financial 

condition and activity;

 ̂ (10) report to the Legislative Budget and Audit Committee concerning

j the condition and administration o f  each plan and distribute the report to the members

I o f  each plan in the system;

(11) publish an information handbook for each plan in the system at

I intervals that the administrator considers appropriate;

I (12) meet at least annually with the beard to review the condition and

management o f  the retirement systems and to review significant changes to policies, 

regulations, or benefits; and

(13) do whatever else may be necessary to carry out Ihe purposes of 

each plan in the system.

(b) The administrator is authorized to charge fees necessary to members' 

accounts to cover the ongoing cost o f  operating each plan in the system.

(c) The administrator is authorized to contract with public and private entities 

to provide record keeping, benefits payments, and other functions necessary for the 

administration o f  each plan in the system.

•3- CSSH 141 ( FIN j
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Sec. 14.25.005. Regulations, (a) Regulations adopted by the commissioner 

o f  administration under this chapter relate to the internal management o f  a state 

agency, and the adoption o f  the regulations is not subject to AS 44.62 (Administrative 

Procedure Act).

(b) Notwithstanding (a) o f  this section, a regulation adopted under this chapter 

shall be published in the Alaska Administrative Register and Code for informational 

purposes.

(c) Each regulation adopted under this chapter must conform to the style and 

format requirements o f  the drafting manual for administrative regulations that is 

published under AS 44.62.050.

(d) At least 30 days before the adoption, amendment, or repeal of a regulation 

under this chapter, the commissioner o f  administration shall provide notice o f  the 

action that is being considered. The notice shall be

(1) posted in public buildings throughout the state;

(2) published in one or more newspapers o ' general circulation in each 

judicial district o f  the stat

(3) mailed to each person or group that has filed a request for notice o f  

proposed action with the commissioner of administration: and

(4) furnished to each member o f  the legislature and to the Legislative 

Affairs Agency.

(c) Failure to mail notice to a person as required under (d)(3) o f  this section 

does not invalidate an action taken by the commissioner o f  administration.

(1) The commissioner o f  administration may hold a hearing on a proposed 

regulation.

(g) A regulation adopted under this chapter lakes effect 30 days after adoption 

by the commissioner o f  administration.

(h) Notwithstanding the other provisions o f  this section, a regulation may be 

adopted, amended, or repealed, effective immediately, as an emergency regulation by 

the commissioner o f  administration. For an emergency regulation to be effective the 

commission^. must find that the adoption, amendment, or repeal o f  the regulation is 

necessary for the immediate preservation o f  the orderly operation o f  the system. The

CSSH H I(F IN ) -4 -
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commissioner shall, within 10 days after adoption ol an emergency regulation, give 

notice o f  the adoption under (d) o f  this section.

(i) In this section, "regulation" has the meaning given in AS 44.62.640(a).

See. 14.25.006. Appeals. An employer, member, annuitant, or beneficiary 

may appeal a decision made by the administrator to the office o f  administrative 

hearings established under AS 44.64. An aggrieved party may appeal a final decision 

to the superior court.

Sec. 14.25.007. Investm ent m anagem ent o f  re t i rem en t system funds. The 

Alaska Retirement Management Board established under AS 37.10.210 is the 

fiduciary o f  the system funds.

Sec. 14.25.008. Definitions. In AS 14.25.001 - 14.24.008,

(1) "plan" means the retirement plan established in AS 14.25.009 -

14.25.220 or the retirement plan established in AS 14.25.310 - 14.25.590;

(2) "system" means all retirement plans established under the teachers’ 

retirement system.

Article 2. Teachers First H ired before Ju ly  1, 2005.

Sec. 14.25.009. Applicability of AS 14.25.009- 14.25.220. The provisions of 

AS 14.25.009 - 14.25.220 apply only to members first hired before July 1.2005.

* Sec. 2. AS 14.25.010 is amended to read:

Sec. 14.25.010. Retirement plan [SYSTEM  J established; federal 

qualification requ irem ents ,  (a) A ioint-contrihutorv retirement plan {SYSTEM] for 

teachers o f  the state is created.

(b) The retirement plan |SYST1-M| established by AS 14.25.0119 - 14.25.220  

[THIS CHAPTER! is intended to qualify under 26 U.S.C. 401(a) and 414(d) (Internal 

Revenue Code) as a qualified retirement plan established and maintained by the state 

for its employees, for the employees o f  school districts and regional educational 

attendance areas in the state, and for the employees o f  other employers whose 

participation is authorized by AS I -l.25.ni)*> - 14 .25 .220  [ I IMS CHAPTER) and who 

participate in this plan JSYSTFNlf

(c) An amendment to AS 14.25.1)119 - 14 .25 .220  [THIS CHAPTER) does not 

provide a person with a vested right to a benefit if the Interna! Re\emic Service
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determines that the amendment will result in disqualification o f  the plan under the 

Internal Revenue Code.

* Sec. 3. AS 14.25.012(b) is amended to re;.d:

(b) The plan [SYSTEM] created in AS 14.25.009 - 14.25.220 became 

effective as of July 1, 1955. at which time contributions by the participating employers 

and members began.

* Sec. 4. AS 14.25.012 is amended by adding a new subsection to read:

(c) Employees first hired after June 30, 2005, are not eligible to participate in

the plan established in AS 14.25.009- 14.25.220.

* Sec. 5. AS 14.25.040(a) is amended to read:

(a) Unless a teacher or member has elected to participate in the optional

university retirement program under AS 14.40.661 - 14.40.799j [OR] has filed an

election under AS 14.25.043(b), n r  has elected to par tic ipa te  in the plan established

in AS 14.25.310 - 14.25.590, a teacher or member contracting for service with a 

participating employer is subject to AS 14.25.009- 14.25.220 [THIS CHAPTER].

* Sec. 6. AS 14.25.040(d) is amended to read:

(d) A person who is employed at least half-time in the plan [SYSTEM] during 

the same period that the person is employed at least half-time in a position in the 

public employees' retirement plan [SYSTEM| under AS 39.35.095 - 39.35.680 

[AS 39.35] shall receive credited service under each plan [SYSTEM] for half-time 

employment. However, the amount o f  ciedited service a pet.son receives under the 

public employees' retirement plan [SYSI EMJ during a school year may not exceed 

the amount necessary, when added to the amount ol credited service earned dm.ng the 

school year under the plan [SYSTEM), to equal one year o f  credited service. A 

person who was employed at least half-time in a position in the public employees' 

retirement plan [SYSfEM I under AS 39.35.095 - 39.35.680 [AS 39.35] in the same 

period that the person was employed at least half-time in a position in this plan 

(SYSTEM) may claim credited service in both plans [SYSIT M S| for employment 

before May 31, 1989 To obtain this credited service, the person shall claim the 

service and verify the period o f  half-time employment. When eligibility for haft-time 

service credit has been established, an indebtedness shall be determined to the
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retirement plan [SYSTEM] in which the person did not participate. The amount of

claimed. Interest as prescribed by regulation accrues on that indebtedness beginning 

on the later o f  July 1, 1989, or the date on which the member is first eligible to claim 

the service. Any outstanding indebtedness existing at the time the person retires vvi 

require an actuarial adjustment to the benefits payable based on that service.

* Sec. 7. AS 14.25.050(a) is amended to read:

(a) Except as provided in (c) o f  this section, beginning .lulv 1, 200: 

[JANUARY 1, 1991], each member shall contribute to the plan a pcrcenta«j 

[SYSTEM AN AM O U NT EQUAL TO 8.65 PERCENT] o f  the member’s base salar; 

accrued from July 1 to the following June 30, as determ ined un d er  AS 14.25.052 

The employer shall deduct the contribution from the member's salary at uie end o 

each payroll period, and the contribution shall be credited by the plan [SYSTEM] tc 

the member contribution account. The contributions shall be deducted from employee 

compensation before the computation o f  applicable federal taxes and shall be treated 

as employer contributions under 26 U.S.C. 414(h)(2). A member may not have the 

option o f  making the payroll deduction directly in cash instead o f  having the 

contribution picked up by the employer.

* Sec. 8. AS 14.25 is amended by adding a new section to read:

Sec. 14.25.052. Calculation of m em ber con tribu tion  rate, (a) Each active 

member shall contribute a percentage o f  the member's base salary to be determined 

annually in advance by the ac ninistrator. The member contribution rate is the greater

(b) Notwithstanding (a) of this section, the member contribution rate may not 

increase more than one-half of a percentage point annually.

* Sec. 9. AS 14.25.070 is amended to read:

Sec. 14.25.070. C ontributions by employer. An employer shall contribute to

the indebtedness is the full actuarial cost o f  providing benefits for the credited service

M

( 1) 8.65 percent: or

(2) one-half o f  the normal cost rate actuarially calculated to fund the 

benefits expected to be earned by active members during the fiscal year.

-7-
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[ADMINISTRATOR], o f  the sum total o f  the base salaries o f  all members that is 

required in addition to member contributions to provide the benefits o f  AS 14.25.009 -

14.25.220 [THIS CHAPTER] times the sum total of the base salaries paid to members, 

including any adjustments to contributions required by AS 14.25.173(a), by the 

employer.

* Sec. 10. AS 14.25.070 is amended by adding a new subsection to read:

(b) When added to the member contribution rate calculated under

AS 14.25.052, the employer contribution may not be less than the amount required as 

actuarially calculated to fully fund the future liabilities o f  active members.

* Sec. 11. AS 14.25.075(a) is amended to read:

(a) An employee who is eligible lo purchase credited service under

AS 14.25.047 or 14.25.048, a member who is eligible to purchase credited service 

under AS 14.25.048, 14.25.050, 14.25.060, 14.25.061, [14.25.062,] 14.25.100, or

14.25.107, or a teacher who is eligible to purchase credited service under 

AS 14.20.345. AS 14.25.050. [14.25.062,] or 14.25.105, in lieu o f  making payments 

directly lo the plan, may elect to have the member's employer make payments as 

provided in this section.

* Sec. 12. AS 14.25.075(b) is amended to read:

(b) A member may elect to have the employer make payments for all or any 

portion o f  the amounts payable for the member's purchase o f  credited service through 

a salary reduction program as follows:

(1) the amounts paid under a salary reduction program are in lieu of 

contributions by the member making the election; the electing member's salary or 

other compensation shall be reduced by the amount paid by the employer under this 

subsection;

(2) the member shall make an irrevocable election under this 

subsection to purchase credited service as permitted in AS 14.20.345, AS 14.25.047, 

14.25.048, 14.25.050, 14.25.060, 14.25.061. 114.25.062.] 14.25.100, 14.25.105. or 

14.25.107 before the Member's termination o f  employment: the irrevocable election 

must specify ‘’’e number o f  payroll periods that deductions will be made from the 

member's compensation and the dollar amount o f  deductions for each payroll period

C SSB  I4t(F IN ) -8-
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during the specified number o f  payroll periods; the deductions made under this 

paragraph cease upon the earlier o f  the member's termination o f  employment with the 

employer or the member's death; amounts paid by an employer under (f) of thi 

section may not be applied toward the payment o f  the dollar amount o f  the deduction

as employer contributions for the purpose o f  determining tax treatment under 2  ̂

U.S.C. (Internal Revenue Code); the amounts paid by the employer under this scctior 

may not be included in the member's gross income for income tax purposes until those 

amounts are distributed by refund or retirement benefit payments.

* Sec. 13. AS 14.25.075(e) is amended to read:

(e) Contributions to the plan [SYSTEM] to purchase credited service under 

this section do not qualify for treatment under this section i f  recognition o f  that service 

would cause a member to receive a retirement benefit for the same service from the 

plan [SYSTEM] and from one or more other retirement plans or systems o f  the state.

See. 14. AS 14.25.075(f) is amended to read:

(0  The administrator may accept rollover contributions from a member [, 

AND DIRECT TRANSFERS AS DESCRIBED IN THIS SUBSECTION, FOR THE 

PURCHASE, IN W HOLE OR IN PART, OF FORFEITED CREDITED SERVICE 

UNDER THIS SECTION FOR THE REINSTATEMENT, IN WHOLE OR IN PART, 

OF FORFEITED CREDITED SERVICE UNDER AS 14.25.062]. Contributions 

made under this subsection may not be applied to purchase service being paid under 

(b) o f  this section. A rollove- contribution |OR TRANSFER) as described in this 

subsection shall be treated as employer contributions for the purpose o f  determining 

lax treatment under the Internal Revenue Code and may be made by any one or a 

combination of the following m ethods

eligible rollover distributions directly from one or more retirement programs of 

another employer that are qualified under 26 U.S.C. 401(a) or accepting rollovers

representing the portion o f  the credited sendee that is being purchased by the membc 

through payroll deduction in accordance with the member's irrevocable election unde 

this paragraph;

(3) amounts paid by an employer under this subsection shall be trcatec

(1) subject to the limitations prescribed in 26 U.S.C. 402(c). accepting

- 9 -
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directly from a member;

(2) subject to the limitations prescribed in 26 U.S.C. 408(d)(3)(A)(ii), 

accepting from a member conduit rollover contributions that are received by the 

member from one or more conduit rollover individual retirement accounts previously 

established by the member;

(3) subject to the limitations prescribed in 26 U.S.C. 403(b)(13), 

accepting direct trust-,-.. to-trustec transfers o f  all or a portion o f  the accounts o f  the 

member, on or after January' 1. 2002, from a tax sheltered annuity described in 26 

U.S.C. 403(b);

(4) subject to the limitations prescribed in 26 U.S.C. 457(e)(17), 

accepting direct trustce-to-trustee transfers o f  all or a portion o f  the accounts of the 

member, on or after January 1, 2002, from an eligible deferred compensation plan o f  a 

tax-exempt organization or a state or local government described in 26 U.S.C. 457(b);

(5) accepting direct trustec-to-trustcc transfer from an account 

established for the benefit o f  the member in AS 39.30.150 - 39.30.180 (Alaska 

Supplemental Annuity Phin).

* Sec. 15. AS 14.25.075(i) is amended to read:

(i) On satisfaction of the eligibility requirements o f  AS 14.20.345, 

AS 14.25.047, 14.25.048, 14.25.050, 14.25.060, 14.25.061, [14.25.062,] 14.25.100,

14.25.105, or 14.25.107, the requirements o f  this section, and the administrative filing 

requirements specified by the administrator, the plan shall adjust the member’s 

credited service history and add any additional service credits acquired.

* See. 16. AS 14.25.143(a), as that subsection read following amendment by sec. 3, ch.

146. SLA 1980. until amended by sec. 12, eh, 106, SLA 1988. is amended to read:

(a) When the administrator determines that the cost o f  living has increased and 

that the financial condition o f  the retirement fund permits, the administrator shall 

increase benefit payments to persons receiving benefits under this nlan. For 

purposes of this subsection, the financial condition of the fund would onlv permit 

an increase in benefits when the ratio of total fund assets lo the accrued  liability 

meets or exceeds 110 percent. In this subsection, "accrued  liability" m eans the 

present value o f  all m em ber benefits accrued bv m em ber  service in this plan

C SS1J 14 l(FIN ) -lii-
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[SYSTEM].

* See. 17. AS 14.25.143(a), as that subsection read following amendment by sec. 12, ch.

106, SLA 1988, until amended by sec. 12, ch. 97. SLA 1990, is amended to read:

(a) When the administrator determines that the cost o fliv ing  has increased and 

that the financial condition of the plan [SYSTEM] permits, the administrator sha 

increase benefit payments to persons receiving benefits under this plan . Fo 

p u r  noses of this subsection, the financial condition of the plan would only  pcrmi 

an increase in benefits when the ratio  o f  total fund assets to the acc ru ed  liahilit 

meets o r  exceeds 110 percent. In this subsection, "accrued  liability" means tli 

p resen t value of all m em ber benefits accrued  bv m em ber  service in this plai 

[SYSTEM].

* Sec. 18. AS 14.25.145 is amended to read:

Sec. 14.25.145. Interest on individual accounts. Interest shall be credited t< 

each teacher's account at the end o f  each school year at the rate prescribed by tin 

hoard  [REGULATION] for that year.

* Sec. 19. AS 34.25.150 is amended by adding a new subsection to read:

(c) A member who has received a refund o f  contributions in accordance will: 

this section forfeits corresponding credited service under AS 14.25.009 - 14.25.220.

* See. 20. AS 14.25.173(c) is amended to read:

(c) At least quarterly . [AT EACH REGULARLY SCHEDULED MEETING 

OF THE TEACHERS' RETIREMENT BOARD,] the administrator shall report to the

last report in which an adjustment has been prohibited under (b) o f  this section. If the

adjustment under this subsection may file a returnst with the com m issioner of 

ad m in is tra t ion  [APPEAL TO THE BOARD] for a waiver o f  the adjustment under 

AS 14.25.175. An adjustment that requires the repayment o f  benefits may not be 

required while the w aiver repuest [APPEAL] is pending.

com m issioner of adm inistration [BOARD] on all situations since the administrator's

com m issioner of adm inistration [BOARD] finds that there is reason to believe that 

one or more o f  the conditions set out in (b) o f  this section have not been met, the 

administrator shall notify the member or beneficiary that an adjustment will be made 

to recover the overpayment. A member or beneficiary who receives notice of

- 11 -
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* See. 21. AS 14.25.175(a) is amended to read:

(a) Upon request [APPEAL] by an affected member or beneficiary under (b) 

o f  this section, the com missioner of adm inistration [BOARD] may waive an 

adjustment or a portion o f  an adjustment made under AS 14.25.173 if, in the opinion 

o f  the commissioner of adm in is tra t ion  [BOARD],

(1) the adjustment or portion o f  the adjustment will cause undue 

hardship to the member or beneficiary;

(2) the adjustment was not the result o f  erroneous information supplied 

by the member or beneficiary;

(3) before the adjustment was made, the member or beneficiary 

received confirmation from the administrator that the member's or beneficiary's 

records were conect; and

(4) the member oi beneficiary had no reasonable grounds to believe 

the records were incorrect before the adjustment was made.

* Sec. 22. AS 14.25.175(b) is amended to read:

(b) In order to obtain consideration o f  a waiver under this section, the affected 

member or beneficiary shall file a request with [MUST APPEAL TO| the 

com m issioner of adm inistration  [BOARD] in writing within 30 days after receipt of 

notice that the records have been adjusted. The ailing o f  the com m issioner of 

adm in is tra t ion  [BOARD] shall be in writing.

* See. 23. AS 14.25.175(c) is repealed and reenacted to read:

(c) A ruling o f  the commissioner o f  administration to deny a waiver under (b) 

of this section may be appealed to the office o f  administrative hearings.

* See. 24. AS 14.25.175(d) is amended to read:

(d) The office of adm in is tra t ive  hearings [BOARD] may reverse the

com m issioner of adm in is tra t ion 's  decision to deny a w aiver and  m a\ impose 

conditions on granting a waiver that it considers equitable. These conditions may 

include requiring the member or beneficiary to make additional contributions to the 

plan [SYSTEMI.

* Sec. 25. AS 14.25.220(2) is amended to read:

(2) "actuarial adjustment" means the adjustment necessary to obtain
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equality in value o f  the aggregate expected payments under two different forms o f  

pension payments, considering expected mortality and interest earnings on the basis o f  

assumptions, factors, and methods specified in regulations issued under the plan 

[SYSTEM] that are formally adopted [UNDER AS 14.25.022] by the board and that 

clearly preclude employer discretion in the determination o f  the amount o f  any 

member's benefit;

* Sec. 26. AS 14.25.220(3) is amended to read:

(3) "administrator" means the [PERSON APPOINTED BY THE] 

commissioner o f  administration o r  the com missioner 's  designee under AS 14.25.003 

[AS 14.25.015];

* Sec. 27. AS 14.25.220(9) is amended to read:

(9) "board" means the Alaska R etirem ent M anagem ent [ALASKA 

TEACHERS' RETIREMENT] Board established under AS 37.10.210 [AS 14.25.035];

* Sec. 28. AS 14.25.220(40) is amended to read:

(40) "supplemental contribution account" means the account 

maintained by the plan [SYSTEM] to record the supplemental contributions o f  each 

member, including interest and adjustments to the account [IN ACCORDANCE 

WITH AS 14.25.170];

* S ic .  29. AS 14.25.220 is amended by adding a new paragraph to read:

(46) "plan" means the retirement benefit plan established under 

AS 14.25.009- 14.25.220.

* Sec. 30. AS 14.25 is amended by udding new sections to read:

Article 3. T eachers  First Hired on o r  a f te r  Ju ly  1, 2005.

Sec. 14.25.310. Applicability  of AS 14.25,310 - 14.25.590. The provisions of 

AS 14.25.310 - 14.25.590 apply only to teachers who first become members on or 

after July I. 2005. or to members who transfer into the defined contribution plan under 

AS 14.25.540.

Sec. 14.25.320. Defined contribution re tirem en t plan established, (a) A 

defined contribution retirement plan for teachers o f  the state is created.

(b) The defined contribution retirement plan includes a plan in which savings 

are accumulated in an individual account for the exclusive benefit o f  the member or

WORK DRAFT WORK DRAFT 24-LS0637\Y

-13- CSSit I l l(F lN )
Itew  T oxc  U t i r le r h n u d  I DELETED TEXT BRACKETED)



1 beneficiaries. The plan is established effective July 1, 2005, at which time

2 contributions by employers and members begin.

3 (c) The defined contribution retirement plan is intended to qualify under 26

4 U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified retirement plan

5 established and maintained by the state for its employees and for the employees o f

6 school districts and regional educational attendance areas in the state.

7 (d) An amendment to the defined contribution retirement plan does not

8 provide a person with a vested right to a benefit if  the Internal Revenue Service

9 determines that the amendment will result in disqualification o f  the plan under the

10 Internal Revenue Code.

11 See. 14.25.330. M em bership, (a) A teacher who first becomes a member on

12 or after J u ly ] ,  2005, shall participate in the plan as a member o f  the defined

13 contribution retirement plan.

14 (b) A teacher who has elected ti participate in the optional university

15 retirement program under AS 14.40.661 - 14.40.799 may not p; icipate as a member

16 o f  the defined contribution retirement plan.

17 Sec. 14.25.340. C ontributions by m em bers ,  (a) Each member shall

18 contribute to the member's individual account an amount equal to eight percent o f  the

19 member's compensation from July I to the following June 30.

20 (b) Subject to the limitations on contributions under AS 14.25.380, a member

21 may elect to make additional contributions to the member's individual account.

22 (c) The empioyer shall deduct the contribution from the member's

23 compensation at the end o f  each payroll period, and the contribution shall be credited

24 by the administrator to the member's individual account. The contributions shall be

25 deducted from member's compensation before the computation o f  applicable federal

26 taxes and shall be treated as employer contributions under 26 U.S.C. 414(h)(2). A

27 member may not have the option o f  making the payroll deduction directly in cash

28 instead o f  having the contribution picked up by the employer.

29 Sec. 14.25.345. Em ployment contributions  m anda to ry ,  (a) Contributions

30 o f  members shall be made by payroll deductions. Each member shall be considered to

31 consent to payroll deductions. It is of no consequence that a payroll deduction may

WORK DRAFT WORK DRAFT 24-L S0637W
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cause the compensation paid in cash to a member to be reduced below the minimum 

required by law.

(b) Payment o f  a member's compensation, less payroll deductions, is a full and 

complete discharge and satisfaction o f  all claims and demands by the mem ber relating 

to remuneration o f  sendees during the period covered by the payment, except with 

respect to the benefits provided under the plan.

Sec. 14.25.350. C ontributions  by employers, (a) An employer shall 

contribute to each member's individual account an amount equal to 4.5 percent o f  the 

member's compensation from July 1 to the following June 30.

(b) An employer shall also contribute an amount equal to 1.75 percent o f  each 

member's compensation from July 1 to the following June 30 to pay for retiree major 

medical insurance. This contribution shall be paid into the group health and life 

benefits fund established by the com m issioni. o f  administration under AS 39.30.095 

and shall be accounted for in accordance with regulations established by the 

commissioner.

(c) An employer shall also make contributions to the health reimbursement 

arrangement plan under AS 39.30.300.

Sec. 14.25.360. Rollover contributions  and  distributions, (a) A teacher 

entering the plan may elect, at the time and in the i lanner prescribed by the 

administrator, to have all or part o f  a direct rollover distribution from an eligible 

retirement plan owned by the member p jid  directly into the member's individual 

account.

(h) Rollover contributions do not count as a purchase o f  membership service 

for the purpose o f  determining years o f  service.

(c) A distributee may elect, at the lime and in the manner prescribed by the 

administrator, to have all or part o f  a direct rollover distribution paid directly to an 

eligible retirement plan specified by the distributee in the direct rollover.

(d) In this section,

(1) "direct rollover" means the payment o f  an eligible rollover 

distribution by the plan to an eligible retirement plan specified by a distributee who is 

eligible to elect a direct rollover;
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1 (2) "distributee" means a member, or a beneficiary who is the

2 surviving spouse o f  the member, or an alternate payee;

3 (3) "eligible retirement plan" means

4 (A) a conduit individual retirement account described in 26

5 U.S.C. 408(d)(3)(A);

6 (B) an annuity plan described in 26 U.S.C. 403(a);

7 (C) a qualified trust described in 26 U.S.C. 401(a);

8 (D) an annuity plan described in 26 U.S.C. 403(b); or

9 (E) a governmental plan described in 26 U.S.C. 457(b);

10 (4) "eligible rollover distribution" means a distribution o f  all or part of

11 a total account to a distributee, except for

12 (A) a distribution that is one o f  a series o f  substantially equal

13 installments payable not less frequently than annually over the life expectancy

14 o f  the distributee or the jo int and last survivor life expectancy o f  the distributee

15 and the distributee's designated beneficiary, as defined in 26 U.S.C. 401(a)(9);

16 (B) a distribution that is one o f  a series o f  substantially equal

17 installments payable not less frequently than annually over a specified period

18 o f  10 years or more;

19 (C) a distribution that is required under 26 U.S.C. 401(a)(9);

20 (D) the portion o f  any distribution that is not includable in

21 gross income;

22 (E) a distribution that is on account o f  hardship; and

23 (E) other distributions that are reasonably expected to total less

24 than $200 during a year.

25 Sec. 14.25.370. T ran sm itta l  of contributions. All contributions deducted in

26 accordance with AS 14.25.310 - 14.25.590 shall be transmitted to the plan for deposit

27 in the trust fund as soon as administratively feasible, but in no event later than 15 days

28 following the close o f  the payroll p :riod.

29 Sec. 14.25.380. L im itations on contributions. Notwithstanding any other

30 provisions o f  this plan, the annual additions to each member's individual account

31 under this plan and under all defined contribution plans o f  the employer required to be
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aggregated with the contributions from this plan under the provisions o f  26 U.S.C. 415

may not exceed, for any limitation year, the amount permitted under 26 U.S.C. 415 at

any time. If t ie amount o f  a member's defined contribution plan contributions exceeds 

the limitation o f  26 U.S.C. 415(c) for any limitation year, the administrator shall take 

any necessar remedial action to correct an excess contribution. The provisions o f  26 

U.S.C. 415, and the regulations adopted under that statute, as applied to qualified 

defined contribution plans o f  governmental employees arc incorporated as part of the 

terms and conditions o f  the plan.

Sec. 14.25.390. Vesting, (a) A participating member is immediately and 

fully vested in that member's contributions and related earnings.

(b) A member is fully vested in the employer contributions made on that 

member's behalf, and related earnings, after five years o f  service. A member is 

partially vested in the employer contributions made on that member's behalf, and the 

related earnings, in the ratio of

(1) 25 percent with two years o f  service;

(2) 50 percent with three years o f  service; and

(3) 75 percent with four years of service.

See. 14.25.400. Investm ent of individual accounts, (a) The board shall

provide a range o f  investment options and permit a participant to exercise investment 

control over the participant's assets in the member's individual account as provided in 

this section. If a participant exercises control over the assets in the individual account, 

the participant is not considered a fiduciary for any reason on the basis o f  exercising 

that control.

(b) A participant may direct investment o f  plan funds held in an account 

among available investment funds in accordance with rules established by the board.

(c) A participant may elect to change or transfer all or a portion o f  the 

papieipant's existing account balance among available investment funds not more 

often than once each day in accordance with the rules established by the administrator. 

Only the last election received by the administrator before the transmittal of 

contributions to the trust fund for allocation to the individual account will be used to 

direct the investment o f  the contributions received.

-17-
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(d) Except to the extent clearly set out in the terms o f  the investment plans 

offered by the employer to the employee, the employer is not liable to the participant 

for investment losses i f  the prudent investment standard has been met.

(e) The employer, administrator, state, board, or a person or entity who is 

otherwise a fiduciary is not liable by reason for any participant's investment loss that 

results from the participant's directing the investment o f  plan assets allocated to the 

participant's account.

(f) To the extent that a member's individual account has been divided as 

provided in a qualified domestic relations order between participants, each participant 

shall be treated as the holder o f  a separate individual account for purposes of 

investment yields, decisions, transfers, and time limitations imposed by this section.

Sec. 14.25.410. Distribution election a t  te rm ination , (a) A member is 

eligible to elect distribution o f  the member's account in accordance with this section 

60 days after termination o f  employment.

(b) Notwithstanding (a) o f  this section, distribution o f  all or a portion o f  the 

individual account o f  a member may take place before the 60th day after the 

termination o f  employment with the approval o f  the administrator if  the member 

makes a written request for a distribution under this subsection. The member's spouse 

must consent to the request in writing if the member is married. Distribution o f  an 

individual account may only be made on account o f  an immediate and heavy financial 

need o f  the member for the following reasons and in the amount the need is 

demonstrated for

member, the member's spouse, or the member's dependent, or necessary to obtain that 

medical care;

(2) the purchase o f  a principal residence for the member;

(3) postsecondary education tuition and related educational fees for the 

next 12-month period for the member, the member's spouse, or a dependent o f  the 

member; in this paragraph, "dependent" has the meaning given in 26 U.S.C. 152;

(4) prevention of the eviction o f  the member from the member’s 

principal residence or foreclosure on the mortgage o f  the member's principal

(1) medical carc described in 26 U.S.C. 213(d) incurred by the

MI(J'IN) - 18-
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residence; or

(5) any need prescribed by the United States Department o f  the 

Treasury, Internal Revenue Service, in a revenue ruling, notice, or other documen* of 

general applicability that satisfies the safe harbor definition o f  hardship under 

regulations adopted under 26 U.S.C. 401 (k).

(c) I f  a member dies before benefits commence, the member's beneficiary is 

immediately eligible to elect distribution o f  the member's share o f  the member's 

individual account.

(d) Distributions are payable to an alternate payee in accordance with the 

terms and conditions of a qualified domestic relations order that is received and 

approved by the administrator as specified in AS 14.25.460.

(e) Distributions that are being paid to a member may not be affected by the 

member's subsequent reemployment with the employer. Upon reemployment, a new 

individual account shall be established for the member to which any future 

contributions shall be allocated. Upon subsequent termination o f  employment, the 

member's new individual account shall be distributed in accordance with this section.

See. 14.25.420. Form s of d is tr ibution , (a) A participant may elect to receive 

distribution o f  the participant's share o f  the individual account in a

(1) lump sum payment, which is a single payment o f  the entire balance

in the account;

(2) periodic lump sum payment, which is a payment o f  a portion o f  the 

balance in the account, not more than twice each year:

(3) period certain annuity payment, which is an annuity payable in a 

fixed number o f  monthly installments for a duration o f  60, 120, or 180 months;

(4) life annuity with a period certain payment, which is an annuity 

payable until the later o f  the first day o f  the month in which the annuitant's death 

occurs, or the dale on which the payment o f  a fixed number o f  monthly installments is 

completed; the period certain for installments is 120 or 180 months;

(5) single life annuity payment, which is an annuity payable monthly 

until the first o f  the month in which the annuitant's death occurs; or

(6) joint and survivor annuity payment, which is an annuity payable

-19- CSSH I4KFIN)
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monthly to the member until the first o f  the month in which the member's death 

occurs; after the member's death, a survivor annuity equal to 50 percent or 100 percent 

o f  the member's benefit, as previously elected by the member, shall be paid monthly to 

the joint annuitant for the remainder o f  the survivor's lifetime.

(b) Upon the death o f  an annuitant whose payments have commenced, an 

annuitant's beneficiary shall receive further payments only to the extent provided in 

accordance with the form o f  payment that was being made to the annuitant. The 

remaining portion o f  the interest shall continue to be distributed at least as rapidly as 

under the method o f  distribution being used before the annuitant's death.

(c) If a participant dies before the distribution commencement date, 

distribution o f  the participant's entire interest to a beneficiary shall be payable in any 

form other than a joint and survivor annuity.

(d) I f  an unmarried member or other participant fails to elect a form of 

payment before the distribution commencement date, the account shall be paid to a 

beneficiary in the form o f  a lump sum to the extent required by the minimum 

distribution requirements set out in the Internal Revenue Code. I f  a married member 

fails to elect a form o f  payment before the distribution commencement date, the 

account shall be paid in the form o f  a 50 percent joint and survivor annuity, with the 

member's spouse as the joint annuitant.

Sec. 14.25.430. M an n er  of electing distributions, (a) Any election or any 

alteration or revocation o f  a prior election by a participant for any purpose under this 

plan shall be on forms o. made in a manner prescribed for that purpose by the plan 

administrator. To be effective, the forms required or the required action for any 

purpose under this plan must be completed and received in accordance with 

regulations adopted by the commissioner o f  administration.

(h) \ t  any time, but not less than seven days before the distribution 

commencement date, a member, alternate payee, or beneficiary may change

(1) the form o f  payment election;

(2) an election to commence benefits; or

(3) the joint annuitant designation.

(c) Changes in elections are not allowed on or after seven days before the

WORK DRAFT WORK DRAFT 24-LS0637\Y
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distribution commencement date.

Sec. 14.25.440. D istribution requirem ents, (a) Payments to a participant 

shall commence as soon as administratively feasible following the distribution 

commencement date. The distribution commencement date is the first date on which 

one o f  the following occurs:

(1) a member meets the requirements o f  AS 14.25.410 and has made a 

complete application for payment under AS 14.25.430;

(2) a participant has elected to defer receipt o f  the account to a date 

specified, the date has been attained, and the participant has made a complete 

application for payment;

(3) a member attains normal retirement age and has not made an 

application for payment or elected to defer receipt o f  the account to a date later than 

normal retirement age;

(4) a member's beneficiary does not make an application for benefits 

and five years have elapsed since the member's death;

(5) notwithstanding (a) o f  this section, a participant whose account has 

a balance o f  $1,000 or less meets the requirements o f  AS 14.25.430, at which time the 

participant must take payment o f  the participant's account.

(b) The entire interest o f  a participant must be distributed or must begin to be

distributed not later than the member's required beginning date.

(c) If a member dies after the distribution o f  the member's interest has begun 

but before the distribution has been completed, the remaining portion o f  the interest 

shall continue to be distributed at least as rapidly as under the method of distribution 

being used before the member's death.

(d) If a member has made a distribution election and dies before the 

distribution o f  the member's interest begins, distribution o f  the member's entire interest 

shall be completed by December 31 o f  the calendar year containing the fifth 

anniversary o f  the member's death, However, if  any portion o f  the member's interest 

is payable to a designated beneficiary, distributions may be made over the life o f  the 

designated beneficiary or over a period certain not greater than the life expectancy o f  

the designated beneficiary, commencing on or before December 31 o f  the calendar

-21- CSSIM 4K FIN)
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year immediately following the calendar year in which the member died, and, if  the 

designated beneficiary is the member's surviving spouse, the dale distributions are 

required to begin may not be earlier than the later o f  December 31 o f  the calendar year 

(1) imr .cdiately following the calendar year in which the member died, or (2) in which 

the member would have attained 70 1/2 years o f  age, whichever is earlier. If the 

surviving spouse dies after the member but before payments to the spouse have begun, 

the provisions o f  this subsection apply as if  the surviving spouse were the member. 

An amount paid to a child o f  the member shall be treated as if  it were paid to the 

surviving spouse if  the amount becomes payable to the surviving spouse when the 

child reaches the age o f  majority.

(c) If a member has not made a distribution election before the member's 

death, the member's designated beneficiary must elect the method o f  distribution not 

later than December 3 1 o f  the calendar year (1) in which distributions would be 

required to begin under this section, or (2) that contains the fifth anniversary o f  the 

dale o f  death o f  the member, whichever is earlier. If  the member docs not have a 

designated beneficiary or if the designated beneficiary' docs not elect a method o f  

distribution, distribution o f  the member’s entire interest must be completed by 

December 3 1 o f  the calend;ir year containing the fifth anniversary o f  the member’s 

death.

(I) For purposes o f  (b) o f  this section, distribution o f  a member's interest is 

considered lo begin (I)  on the member's required beginning date, or (2) if  the 

designated beneficiary is the member's surviving spouse and the surviving spouse dies 

after the member but before payments to the spouse h a w  begun, on the date 

distribution is required to begin to the surviving spouse. Ii distribution in the form o f  

an annuity irrevocably! commences to the member before 'he required beginning dale, 

the dale distribution is considered to begin is the dale that the distribution actually 

commences.

(g) Notwithstanding any contrary prowsions o f  AS 14 25.3 It) - 14.25 5‘)(i. the 

requirements o f  this section apply to all distributions o f  a member's interest and take 

precedence in e r . in y  inconsistent provisions id* AS 14 25 310 - 14.25.590.

(hi All dhiributmns required under tins seciion are determined and made in
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accordance with 26 U.S.C. 401(a)(9) and regulations adopted under that statute, 

including any minimum distribution incidental benefit requirement.

(i) In this section,

(1) "designated beneficiary" means the individual who is designated as 

the beneficiary under the plan in accordance with 26 U.S.C. 401(a)(9) and regulations 

adopted under that statute;

(2) "required beginning date" means the first day o f  April of the 

calendar year following the calendar year in which the member either attains 70 1/2 

years o f  age or actually terminates employment, whichever is later.

Sec. 14.25.450. Designation of beneficiary, (a) Each participant shall have 

the right to designate a beneficiary and shall have the right, at any time, to revoke the 

designation or to substitute another beneficiary, subject to the following limitation: if 

a married member elects a nonspousc beneficiary, the value o f  the benefit payable to 

the beneficiary may not exceed 50 percent o f  the member's portion o f  the account 

balance, and the member's spouse shall automatically be considered the beneficiary for 

the remaining 50 percent of the account balance, unless the spouse consents to the 

beneficiary designation in a writing that is notarized or witnessed by the administrator. 

If the spouse consents in this manner, a married member may designate a nonspousc 

beneficiary for the entire benefit or any portion o f  the benefit as part o f  an available 

fomi o f  payment contained in this plan.

(1) except lo the extent a qualified domestic relations order filed with 

the administrator provides for payment to a Ibrmer spouse or other dependent of the 

member; or

(2> unless the member filed a revocation o f  beneficiary accompanied 

by a written consent to the revocation from the present spouse and each person entitled 

under the order; however consent oi the present spouse is not required if  the member 

and the present spouse had been married lor less than one year on the date of the 

membet's death and ii the member established when filing the revocation that the 

member and the present spouse were not cohabiting.

(b) 1 xecpt as provided in (a) o f  this section, the member may change or 

revoke the designation without notice lo the beneficiary or beneficiaries at am lime.

- 2 J -
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If a member designates more than one beneficiary, each shares equally unless the 

member specifies a different allocation or preference. The designation of a 

beneficiary, a change or revocation o f  a beneficiary, and a consent to revocation of a 

beneficiary shall be made on a form provided by the administrator and is not effective 

until filed with the administrator.

(c) If a member fails to designate a beneficiary, or if  no designated beneficiary 

survives the member, the death benefit shall be paid

(1) to the surviving spouse or, if  there is none surviving;

(2) to the surviving children o f  the member in equal parts or, if there 

are none surviving;

(3) to the surviving parents in equal parts or, if  there are none

surviving;

(4) to the estate.

(d) A person claiming entitlement to benefits payable under AS 14.25.310 -

14.25.590 as a consequence o f  a member's death shall provide the administrator with a 

marriage certificate, divorce or dissolution judgment, or other evidence o f  entitlement. 

Documents establishing entitlement may be filed with the administrator immediately 

after a change in the member’s marital status. If the administrator does not receive 

notification o f  a claim before the date 10 days after the member's death, the person 

claiming entitlement is not entitled to receive from the division o f  retirement and 

benefits any benefit already paid by the administrator.

Sec. 14.25.460. Rights u n d e r  qualified dom estic relations order, (a) 

Notwithstanding the nonalienation provisions in AS 14.25.500(a), the administrator 

may direct that benefits be paid to someone other than a member or beneficiary under 

a valid qualified domestic relations order that is executed by the judge o f  a competent 

court in accordance with applicable state law and that has been accepted by the 

administrator.

(b) I he administrator shall determine whether mi order meets the requirements 

o f  this section within a reasonable period after receiving an order. The administrator 

shall notify the member and any alternate payee that an order has been received and 

indicate to the member and any alternate payee when the order is accepted. A separate
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account for the alternate payee portion shall be established as soon as administratively 

feasible after the order has been accepted by the administrator.

Sec. 14.25.470. Eligibility to elect medical benefits, (a) A member is 

eligible to elect the medical benefits under AS 14.25.480 if  the member

(1) has at least 30 years o f  service; or

(2) is 65 years o f  age and has at least 10 years o f  service.

(b) A member's surviving spouse is eligible to elect medical benefits under 

AS 14.25.480 if the member had elected, or was eligible to elect, medical benefits at 

the time o f  the member's death.

(c) A member shall elect or reject medical benefits on the forms and in the 

manner prescribed by the administrator. The decision to elect or reject benefits is 

irrevocable.

(d) Election o f  the retiree major medical insurance plan is not required in 

order to elect participation in the health reimbursement arrangement.

(e) A person eligible to elect medical benefits is not required to participate in 

the health reimbursement arrangement in order to elect participation in the retiree 

major medical insurance plan.

(1) An eligible person shall make the irrevocable election to participate or not 

participate in the retiree major medical insurance by reaching 70 1/2 years o f  age, or 

upon termination o f  employment, whichever is later.

Sec. 14.25.480. Medical benefits, (a) The medical benefits available to 

eligible persons are access to the retiree major medical insurance plan and to the 

health reimbursement arrangement under AS 39.30.300. Access to the retiree major 

medical insurance plan means that an eligible person may not be denied insurance 

coverage except for failure to pay the required premium.

(b) Retiree major medical insurance plan coverage elected by an eligible 

member under this section covers the eligible member, the spouse o f  the eligible 

member, and the dependent children o f  the eligible member.

(c) Retiree major medical insurance plan coverage elected by a surviving 

spouse o f  an eligible m ember under this section covers the surviving spouse and the 

dependent children o f ih e  eligible member who are dependent on the surviving spouse.

-25-
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1 (d) Major medical insurance coverage takes effect on the first day o f  the

2 month following the date o f  the administrator's approval o f  the election and stops

3 when the person who elects coverage dies or fails to make a required premium

4 payment.

5 (e) The coverage for persons 65 years o f  age or older is the same as that

6 available for persons under 65 years o f  age. The benefits payable to those persons 65

7 years o f  age or older supplement any benefits provided under the federal old age,

8 survivors and disability insurance program.

9 (f) The medical and optional insurance premiums owed by the person who

10 elects coverage may be deducted from the health reimbursement arrangement. If the

11 amount o f  the health reimbursement arrangement becomes insufficient to pay the

12 premiums, the person who elects coverage under (a) o f  this section shall pay the

13 premiums directly.

14 (g) The cost o f  premiums for retiree major medical insurance coverage for an

15 eligible member or surviving spouse who is

10 (1) not eligible for Medicare is an amount equal to the full monthly

17 group premiums for retiree major medical insurance coverage;

18 (2) eligible for Medicare, is the following percentage o f  the premium

19 amounts established for retirees who are eligible for Medicare:

20 (A) 30 percent if  the member had 10 or more, but less than 15.

21 years o f  service;

22 (B) 25 percent if the member had 15 or more, but less than 20,

23 years o f  service;

24 f t ’) 20 percent if  the member had 20 or more, but less than 25,

25 years o f  service;

26 (D) 15 percent if the member had 25 or more, but less than 30.

27 years p f  service;

28 ( I i )  10 percent if the member had 30 or more years o f  service.

29 (h) The eligibility for retiree major medical insurance coverage for an

30 alternate payee under a qualified domestic relations order shall be determined based

31 on the eligibility o f  the member to elect coverage. The alternate payee shall pay the

WORK DRAFT WORK D R A FT 24-LS0637W
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full monthly premium for retiree major medical insurance coverage.

(i) A person who is entitled to retiree major medical insurance coverage shall

(1) be informed by the administrator in writing

(A) that the health insurance coverage available to retired 

members may be different from the health insurance coverage provided to 

employees;

(D) o f  time limits for selecting optional health insurance 

coverage and whether the election is irrevocable; and

(2) indicate in writing on a form provided by the administrator that the 

person has received the information required by this subsection and whether the 

person has chosen to receive optional health insurance coverage.

(j) The monthly group premiums for retiree major medical insurance coverage 

are established by the administrator in accordance with AS 39.30.095. Nothing in 

AS 14.25.310 - 14.25.590 guarantees a person who elects coverage under (a) of this 

section a monthly group premium rate for retiree major medical insurance coverage 

other than the premium in effect for the month in which the premium is due for 

coverage for that month.

(k) In this section, "health reimbursement arrangement" means the pla" 

established in AS 39.30.300.

Sec. 14.25.490. A m endm ent and  te rm ination  of plan, (a) The stale has the 

right to amend the plan at any time and from time to time, in whole or in part, 

including the right to make retroactive amendments referred to in 26 U.S.C. 401(b).

(b) The plan administrator may not modify or amend the plan retroactively in 

such a manner as to reduce the benefits o f  any member accrued to date under the plan 

by reason o f  contr'butions made before the modilication or amendment except to the 

extent that the reduction is permitted by the Internal Revenue Code.

(c) The state may, in its discretion, terminate the plan in whole or part at any 

time without liability for the termination. If the plan is terminated, all investments 

remain in force until all individual accounts have been completely distributed under 

the plan, and, after all plan liabilities are satisfied, excess assets revert to the employer.

(d) Any contribution made by an employer to the plan because o f  a mistake of

WORK DRAFT WORK D R A FT 24-LS0637W
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fact must be returned to the employer by the administrator within one year after the 

contribution or discovery, whichever is later.

See. 14.25.500. Exclusive benefit, (a) The corpus or income o f  the assets 

held in trust as required by the plan may not be diverted or used for other than the 

exclusive benefit o f  the participants.

(b) If  plan benefits are provided through the distribution o f  annuity or 

insurance contracts, any refunds or credits in excess o f  plan benefits due to dividends, 

earnings, or other experience rating credits, or surrender or cancellation credits, shall 

be paid to the trust fund.
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is guilty o f  a class A misdemeanor.

Sec. 14.25.540. T ran sfe r  into defined contribution re t i rem en t plan by

retirement system is eligible to participate in the defined contribution retirement plan 

established under AS 14.25.310 - 14.25.590 if  that member has not vested.

the defined benefit retirement plan established under AS 14.25.009 - 14.25.220.

(b) A member who has vested in a defined benefit retirement plan is not 

eligible to transfer under this section.

(c) Each eligible member who elects to participate in the defined contribution 

retirement plan shall have transferred to a new account the present value o f  the 

member contribution account balance held in trust for the member under the defined 

benefit retirement plan o f  the teachers’ retirement system. A matching employer 

contribution shall be made on behalf o f  that employee to the new account. Upon a 

transfer, all sendee credit previously earned under the defined benefit retirement plan 

shall be nullified for purposes o f  entitlement to a future benefit under the defined 

benefit retirement plan but shall be credited for purposes o f  eligibility to elect medical 

benefits under AS 14.25.470. An eligible member whose accounts are subject to a 

qualified domestic relations order may not make an election to participate in the 

defined contribution retirement plan under this subsection unless the qualified 

domestic relations order is amended or vacated and court-certified copies o f  the order 

are received by the administrator. j

(d) As directed by the participant, the board shall transfer or cause to he 

transferred the appropriate amounts to the designated account. Ihe board shall 

establish transfer procedures by regulation, but the actual transfer may not be later 

than 30 days after the effective date o f  the member's participation in the defined 

contribution retirement plan unless the major financial markets for securities available 

for a transfer are seriously disrupted by an unforeseen event that also causes the 

suspension o f  trading on any national securities exchange in the country where the 

securities were issued. In that event, the 30-day period o f  lime may be extended by a

nonvcstcd m em bers of defined benefit re tirem en t plan, (a) Subject lo (g) o f  this 

section, an active member of the defined benefit retirement plan o f  the teachers'

Participation in the defined contribution retirement plan is in lieu o f  participation in
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resolution o f  the board o f  trustees. Transfers are not commissionable or subject to 

other fees and may be in the form o f  securities or cash as determined by the board. 

Securities shall be valued as o f  the date o f  receipt in the participant's account.

(e) If the board or the administrator receives notification from the United 

States Department o f  the Treasury, Internal Revenue Service, that this section or a 

portion o f  this section will cause the retirement system under this chapter, or a portion 

o f  the retirement system under this chapter, to be disqualified for tax purposes under 

the Internal Revenue Code, the portion that will cause the disqualification does not 

apply, and the board and the administrator shall notify the presiding officers of the 

legislature.

( 0  The election to participate in the defined contribution retirement plan must 

be made in writing on forms and in the manner prescribed by the administrator. 

Before accepting an election to participate in the defined contribution retirement plan, 

the administrator must provid ■ the employee planning on making an election to 

participate in the defined contribution retirement plan with information, including 

calculations to illustrate the effect o f  moving the employee's retirement plan from the 

defined benefit retirement plan to the defined contribution retirement plan as well as 

other information to clearly inform the employee o f  the potential consequences of the 

employee's election. An election made under this subsection to participate in the 

defined contribution retirement plan is irrevocable. Upon making the election, the 

participant shall be enrolled as a member o f  the defined contribution retirement plan, 

the member’s participation in the plan shall be governed by the provisions of 

AS 14.25.310 - 14.25.590, and the member's participation in the defined benefit 

retirement plan under AS 14.25.009 - 14.25.220 shall terminate. The participant's 

enrollment in the defined contribution retirement plan shall be effective the first day o f  

the month after the administrator receives the completed enrollment forms. An 

election made by an eligible member who is married is not effective unless the 

election is signed by the individual's spouse.

(g) A member may make an election under this section only if  the member's 

employer participates in both the defined benefits retirement plan and the defined 

contribution retirement plan and consents to transfers under this section. The
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employer shall notify the administrator if  the employer consents to allowing the 

employer's members to choose to transfer from the defined benefits retirement plan to 

the defined contribution retirement plan under this section. An employer's notice to 

allow transfers is irrevocable and applicable to all eligible employees o f  the employer,

(h) In this section,

(1) "defined benefit retirement plan" means the retirement plan 

established in AS 14.25.009 - 14.25.220;

(2) "defined contribution retirement plan" means the retirement plan 

established in AS 14.25.310- 14.25.590.

Sec. 14.25.550. M em bersh ip  in teachers ’ and  public employees' 

re tirem ent systems. A person who is employed at least half-time in the public 

employees' defined contribution retirement plan (AS 39.35.700 - 39.35.990) during the I 

same period that the person is employed at least half-time in a position in the teachers’ 

defined contribution retirement plan (AS 14.25.310 - 14.25.590) shall receive credited 

service under each plan for half-time employment. However, the amount o f  credited 

service a person receives under the public employees' defined contribution retirement 

plan during a school year may not exceed the amount necessary', when added to the 

amount o f  credited service earned during the school year under the teachers’ defined 

contribution retirement plan, to equal one year o f  credited service.

See. 14.25.560. Legislators who have been teachers, (a) A state legislator 

who was an active m em ber o f  the defined contribution plan under other sections of 

AS 14.25.310 - 14.25.590 within the 12 months immediately preceding election to 

office may. subject to the requirements of (b) o f  this section, elect to be an active 

member o f  the teachers' defined contribution retirement plan for as long as the state 

legislator serves continuously as a state legislator if. within 90 days after taking the 

oath o f  office.

(1) the state legislator directs the employer in writing to

(A) pay into this plan the employer contributions required for a 

member under AS 14.25.310-14.25.590; and

(H) deduct from the stale legislator's salary and pay into this

plan

WORK DRAFT WORK DRAFT 24-LS0637\Y
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(i) the employee contributions required for a member 

under AS 14.25.310- 14.25.590; and

(ii) an amount equal to the difference between the total 

employer and state contributions required for a m em ber under 

AS 14.25.310 - 14.25.590 and the employer contributions that would be 

required under the public employees' defined contribution retirement 

plan (AS 39.35.700 - 39.35.990) if  the legislator were covered under 

that plan; and

(2) notice is given the administrator in writing.

(b) A state legislator is not entitled to elect membership under (a) o f  this 

section if the state legislator is covered for the same period o f  sendee under the public 

employees’ defined contribution retirement plan (AS 39.35.700 - 39.35.990). An 

election o f  membership under (a) of this section is retroactive to the date the stale 

legislator look the oath o f  office. A state legislator may not receive membership credit 

under (a) o f  this section for legislative service performed before the legislative session 

during which the state legislator elected membership under (a) o f  this seciion. In order 

to continue in membership sendee under (a) o f  this section, the state legislator must 

earn at least 0.3 years o f  membership service under other sections o f  AS 14.25.310 -

14.25.590 during each five-year period.

Sec. 14.25.570. Participation by National Education Association 

employees. An employee or former employee o f  the National Education Association 

of Alaska may participate in the teachers' defined contribution retirement plan under 

AS 14.25.310 - 14.25.590 if the employee or former employee possesses or is eligible 

to possess a teacher certificate under AS 14.20.020.

See. 14.25.58(1. Participation by Special Education Service Agency

employees. An employee o f  the Special Education Service Agency may participate in 

the system under this chapter if the employee possesses or is eligible to possess a 

teacher certificate under AS 14.20.020.

Sec. 14.25.590. Definitions. In AS 14.25.3IQ - 14.25.590, unless the context 

requires otherwise,

(1) "administrator" has the meaning given in AS 14.25.220;
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(2) "alternate payee" means a person entitled to a portion of the

(3) "annuitant" means a member, beneficiary or alternate payee who is

(4) "beneficiary" means the person or persons entitled to receive

benefits that may be due from the plan upon the death o f  the member or alternate

(5) "board" has the meaning given in AS 14.25.220;

(6) "calendar year" has the meaning given in AS 39.35.680;

(7) "compensation"

(A) means

(i) the total remuneration earned by an employee fo 

personal services rendered, including cost-of-living differentials, a 

reported on the employee's Federal Income Tax Withholding Statcmcn 

(Form W-2) from the employer for the calendar year;

system under AS 14.25.340;

(B) docs not include retirement benefits, severance pay or othei 

separation bonuses, welfare benefits, per diem, expense allowances, workers 

compensation payments, payments for leave not used whether those leave 

payments are scheduled payments, lump-sum payments, donations, or cash-ins, 

any remuneration contributed by the employer for or on account o f  the 

employee under this plan or under any other qualified or nonqualified 

employee benefit plan, any remuneration not specifically included above 

which would have been excluded under 26 U.S.C. 3121(a) (Internal Revenue 

Code) if the employer had remained in the Federal Social Security System, or 

any remuneration paid by the employer in excess o f  the Social Security 

Taxable Wage Base for the calendar year;

that is contributed by the employer under a salary reduction agreement and that 

is not includible in the gross income n f  the employee under 26 U.S.C. 175.

distribution from an individual account under a qualified domestic relations order;

receiving a benefit under this plan;

payee;

(ii) the member contribution to the teachers' retiremcn

<C) notwithstanding (B) of this paragraph, includes any amount

-33-
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132(0(4), 402(e)(3), 402(h)(1)(B) or 403(b) (Internal Revenue Co',**; the 

annual compensation I'mitation for the member, which is so taken into account 

for those purposes, may not exceed $200,000, as adjusted for Ihe cost o f  living 

in accordance with 26 U.S.C. 401(a)(l 7)(B) (Internal Revenue Code), with the 

limitation for a fiscal year being the limitation in effect for the calendar vear 

within which the fiscal year begins;

(8) "dependent child" has the meaning given in AS 14.25.220;

(9) "distribution commencement date" has the meaning given in 

AS 14.25.440(a);

(10) "employer" means a public school district, the Board o f  Regents 

o f  the University o f  Alaska, the Department o f  Education and Early Development, or 

the regional resource centers;

(11) "fund" means the assets o f  the plan;

(12) "individual account" means the total maintained by the plan in an 

investment account within the trust fund, established for each member for the purposes 

o f  allocation o f  the member's contributions, employer contributions on behalf o f  the 

member, and earnings credited to each of those contributions, investment gains and 

losses, and expenses, as well as reporting o f  the member's benefit under the plan;

(13) "Internal Revenue Code" has the meaning given in AS 14.25.220;

(14) "investment funds" means those separate funds that arc provided 

within and that make up the trust fund and that are established for the purpose of 

directing investment through the exercise o f  the sole control o f  a member, beneficiary, 

or alternate payee under the terms o f  the plan and trust agreement;

(15) "limitation year" means the year for which contributions are made 

to a member's individual account as reported to the Internal Revenue Service under the 

limits described in 26 U.S.C. 415(c);

(16) "member" means an employee o f  an employer or a former 

employee o f  an employer who tetains a light to benefits under the plan:

(17) "membership service" means full-time or part-time employment 

with an employer in the plan;

( 1 8 ) '  normal retirement age" means 65 years o f  age;
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(19) "participant" means the person who has a vested right to an

individual account, such as a member, an alternate payee if  the account is subject to a 

qualified domestic relations order, the member's beneficiary if the member is 

deceased, or an alternate payee's beneficiary i f  the alternate payee is deceased;

(20) "plan" means the retirement benefit plan established under

(21) "prudent investment standard" means the degree o f  care, skill,

prudence, and diligence under the circumstances then prevailing that a prudent person 

acting in a like capacity and familiar with such matters would use in the conduct o f  an 

enterprise o f  a like character and with like aims;

(22) "qualified domestic relations order" means a divorce or

dissolution judgment under AS 25.24, including an order approving a property 

settlement, that

right to. or assigns to an alternate payee the right to, receive all or a portion of 

the individual account, or the benefits payable with respect to a member;

manner in which that amount or percentage is to be determined;

(D) sets out the number o f  payments or period to which the

order applies;

not otherwise provided by AS 14.25.310 - 14.25.590;

(G) does not require an increase ol' benefits in excess o f  the 

amount provided by AS 14.25.310 - I4.25.5‘>0; and

(II) does not require the payment, to an alternate payee, of 

benefits that are required to be paid to another alternate payee under another 

order previously determined to be a qualified domestic relations order;

AS 14.25.310-14.25.590;

(A) creates or recognizes the existence o f  an alternate payee's

(13) sets out the name and last known mailing address, i f  any, o f  

the member and o f  each alternate payee covered by the order;

(C) sets out the amount or percentage o f  the member's benefit, 

or o f  any survivor's benefit, to be paid to the alternate payee, or sets out the

(E) sets out the retirement plan to which the order applies;

(!■’) does not require any type or form o f  benefit or any option
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1 (23) "retiree" means an eligible person who has elected to receive the

2 medical benefits under AS 14.25.480;

3 (24) "retirement fund" or "fund" means the fund in which the assets of

4 the plan, including income and interest derived from the investment o f  money, are

5 deposited and held;

6 (25) "school year" has the meaning given in AS 14.25.220;

7 (26) "system" has the meaning given in AS 14.25.220;

8 (27) "teacher" and "member" are used interchangeably under

9 AS 14.25.310 - 14.25.590 and mean a person eligible to participate in the plan and

10 who is covered by the plan, limited to

11 (A) a certificated full-time or part-time elementary or

12 secondary teacher, a certificated school nurse, or a certificated person in a

13 I position requiring a teaching certificate as a condition o f  employment in a

14 public school o f  the state, the Department o f  Education and Early

1e Development, or the Department o f  Labor and Workforce Development;

16 (B) a full-time or part-time teacher o f  the University o f  Alaska

17 or a person occupying a full-time administrative position at the University of

18 Alaska that requires academic standing; the approval o f  the administrator must

19 be obtained before an administrative position qualifies for membership in the

20 plan; however, a teacher or administrative person at the university who is

21 participating in the optional university retirement program under AS 14.40.661

22 - 14.40.799 is not a member under this plan;

23 (28) "year o f  service" means service during the dates set for the school

24 year; partial-year service credit is given for membership service as follows:

25 (A) during any school year,

26 (i) less than nine days, no credit;

27 (ii) nine days or more but less than 27 days, 0.1 years;

28 (iii) 27 days or more but less than 45 days, 0.2 years;

29 (iv) 45 days or more but less than 63 days, 0.3 years;

30 (v) 63 days or more but less than 81 days, 0.4 years;

31 (vi) 81 days or more but less than 100 days, 0.5 years;

WORK D R A FT WORK D R A FT 24-LS063’, ,Y
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(vii) 100 days or more but less than 118 days, 0.6 years;

(viii) 118 days or more but less than 136 days, 0.7

years;

(ix) 136 days or more but less than 154 days, 0.8 years;

(x) 154 days or more but less than 172 days. 0.9 years;

(xi) 172 days or more, 1.0 years;

(B) service performed on a part-time basis o f  half time or mor 

shall be credited in proportion to the amount o f  credit that would have been 

received for service performed on a full-time basis.

* See. 31. AS 14.40.280(c) is amended to read:

(c) Except as provided by (b) o f  this section, the monetary gifts, bequests, or 

endowments that arc made to the University o f  Alaska shall be managed and invested 

by the Board o f  Regents. In carrying out its management and investment 

responsibilities under this subsection, the Board o f  Regents has the same power and 

obligations to carry out duties with respect to the endowments o f  the University of 

Alaska as arc provided to and required o f  the Alaska R etirem en t M am m em en, 

[STATE PENSION INVESTMENT] Board under AS 37.10.210 [AS 14.25.180]

* Sec. 32. AS 14.40.400(b) is amended to read:

(b) The Board o f  Regents is the fiduciary o f  the fund. The Board o f  Regents 

shall account for and invest the fund. In carrying out its investment responsibilities 

under this subsection, the Board o f  Regents has the same powers and duties with 

respect to the fund as are provided to and required o f  the Alaska Retirement 

M anagem ent [STATE PENSION INVESTMENT] Board under AS 37.10.210 

[AS 14.25.180].

* Sec. 33. AS 14.40.671(e) is amended to read:

(e) An employee whose rights to transfer assets out o f  a slate retirement 

system are subject to a qualified domestic relations order is entitled to transfer assets 

from the state retirement system to the program only if  the requirements for receiving 

a refund under AS 14.25.150(b). 14.25.360, [ORJ AS 39.35.200(c), o r  39.35.760. as 

appropriate, are met.

* See. 34. AS 22.25.048(c) is amended to read:

-37 -
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(c) The Alaska Retirement M anagem en t [STATE PENSION 

INVESTMENT] Board is the fiduciary o f  the fund and has the same powers and 

duties under this section in regard to the judicial retirement trust fund as are provided 

in AS 37.10.210 fAS 14.25.1801.

Sec. 35. AS 22.25.900(1) is amended to read:

(1) "actuarial equivalent" means the adjustment necessary to obtain 

equality in value o f  the aggregate expected payments under two different fonns o f  

pension payments, considering expected mortality and interest earnings on the basis of 

assumptions, factors, and methods specified in regulations issued under the system 

that are formally adopted [UNDER AS 22.25.027] by the Alaska Retirem ent

WORK DRAFT WORK DRAFT 24-LS0637\Y

M anagem ent B oard  [COMMISSIONER OF ADMINISTRATION] that clearly 

preclude employer discretion in the determination o f  the amount o f  any justice's, 

judge's, or member's benefit;

* Sec. 36. AS 26.05.226(a) is amended to read:

(a) The Department o f  Military' and Veterans' Affairs shall contribute to the 

Alaska National Guard and Alaska Naval Militia retirement system the amounts 

1 7 II determined by the A laska Retirem ent M anagem ent Board [COMMISSIONER OF

18 ADMINISTRATION] as necessary to

19 (1) fund the system based on the actuarial requirements o f  the system

20 as established by the Alaska Retirement M anagem ent Board [COMMISSIONER

21 OF ADMINISTRATION]; and

22 (2) administer the system.

23 * Sec. 37. AS 26.05.228(c) is amended to read:

24 (c) The Alaska Retirement M anagem en t [STATE PENSION

25 INVESTMENT] Board is the fiduciary o f  the fund and has the same powers and

26 duties under this section in regard to the fund as arc provided under AS 37.10.220

27 [AS 14.25.18o|.

28 * See. 38. AS 36.30.015(f) is amended to roau:

29 (0  The board o f  directors o f  the Alaska Housing Finance Corporation,

30 notwithstanding AS 18.56.088. and the board o f  directors o f  the Knik Arm Bridge and

31 foil Authority under AS 19.75.111, shall adopt regulations under AS 44.62
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1 (Administrative Procedure Act) and the board o f  trustees o f  the Alaska R etirem ent

2 M anagem ent [STATE PENSION INVESTMENT] Board shall adopt regulations

3 under AS 37.10.240 to govern the procurement o f  supplies, services, professional

4 services, and construction for the respective public corporation and board. The

5 regulations must reflect competitive bidding principles and provide vendors

6 reasonable and equitable opportunities to participate in the procurement process and

7 must include procurement methods to meet emergency and extraordinary

8 circumstances. Notwithstanding the other provisions o f  this subsection, the Alaska

9 Housing Finance Corporation, the Knik Arm Bridge and Toll Authority, and the

10 Alaska R etirem ent Mn inurement [STATE PENSION INVESTMENT] Board shall

11 comply with AS 36.30.170(b).

12 * Sec. 39. AS 36.30.99011) is amended to read;

13 (1) "agency"

14 (A) means a department, institution, board, commission,

15 division, authority, public corporation, the Alaska Pioneers' Home, the Alaska

16 Veterans' Hume, or other administrative unit o f  the executive branch o f  state

17 government;

18 (B) does not include

19 (i) the Universit) o f  Alaska;

20 (ii) the Alaska Railroad Corporation;

21 (ni) the Alaska Housing Finance Corporation:

22 tiv) a regional Native housing authority created under

23 AS 18.55.996 or a regional electrical authority created under

24 AS 18.57.020;

25 tv) the Department of Transportation anJ Public-

26 Facilities, in regard to the repair, maintenance, and reconstruction of

27 vessels, docking facilities, and passenger and vehicle transfer facilities

28 o f  tin Alaska marine highway system.

29 ( \i)  the Alaska Aerospace Development Corporation

30 (visI the \laska R etirem ent M anagem ent [STATE

3 1 PI NSM »N INVI S i MEN I j Board;
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(viii) the Alaska Seafood Marketing Institute;

* See. 40. AS 37.10.071(d) is amended to read:

(d) In exercising investment, custodial, or depositor)' powers or duties under 

this section, the fiduciary or the fiduciary's designee is liable for a breach o f  a duty 

that is asrigned or delegated under this section, or under [AS 14.25.180,] 

AS 14.40.255, 14.40.280(c), 14.40.400(b), AS 37.10.070. AS 37.14.110(c), 37.14.160, 

o r  37.14.170 [, OR AS 39.35.080]. However, the fiduciary or the designee is not 

liable for a breach o f  a duty that has been delegated to another person i f  the delegation 

is prudent under the applicable standard o f  prudence set out in statute or i f  the duty is 

assigned by law to another person, except to the extent that the fiduciary or designee

(1) knowingly participates in, or knowingly undertakes to conceal, an 

act or omission o f  another person knowing that the act or omission is a breach of that 

person's duties under this chapter;

(2) by failure to comply with this section in llie administration of 

specific responsibilities, enables another person to commit a breach o f  duty; or

(3) has knowledge o f  a breach o f  duty by another person, unless the 

fiduciary or designee makes reasonable efforts under ihe circumstances to remedy the 

breach.

* Sec. 41. AS 37.10.071(f) is amended to read:

(1) In this section, "fiduciary o f  a state fund" or "fiduciary" means

(1) the commissioner o f  revenue for investments under AS 37.10.07(5;

i l l

(2) with respect lo the Alaska R etirem ent M anagem ent |STATE 

PENSION INVESTMENT] Hoard, for investments of the collective funds ilint it 

m anages  and adm inisters  I lTNDl:R OR SUBJECT TO AS 14.25. ISO].

(A) each trustee who serves on the board o f  trustees: and 

|D ) any o ii: , . p'rsor; wlm exercises dbnftrffl or authority with 

respect to management or disposition o f  assets u<r which the board is 

responsible pr who gives investment advice to the board; or

1.3) the person or body provided by law to manage the investments for 

investments *'ol subject to [AS 14 25 ISO OR] AS 3 7 .MMPO.
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* See. 42. AS 37.10.210 is repealed and reenacted to read:

Sec. 37.10.210. Alaska R et irem en t M anagem ent Board , (a) The Alaska 

Retirement Management Board is established in the Department o f  Revenue. The 

board's primary mission is to serve as the trustee o f  the assets o f  the state's retirement 

systems, the State o f  Alaska Supplemental Annuity Plan, and the deferred 

compensation program for slate employees. Consistent with standards o f  prudence, 

the board has the fiduciary obligation to manage and invest these assets in a manner 

that k sufficient to meet the liabilities and pension obligations o f  the systems, plan, 

and program. The board may, with the approval o f  the commissioner o f  revenue and 

upon agreement with the responsible fiduciary, manage and invest other state funds so 

long as the activity does not interfere with the board's primary mission. In making 

investments, the board shall exercise the powers and duties o f  a fiduciary o f  a stale 

fund under AS 37.10.071.

(:■>; The Alaska Retirement Management Board consists o f  nine trustees. The 

commissioner o f  administration and the commissioner o f  revenue shall serve on the 

board. The governor shall appoint seven additional trustees who meet the eligibility 

requirements for an Alaska permanent fund dividend and who are professionally 

crcdcntialed or have recognized competence in investment management, finance, 

banking, economics, accounting, pension administration, or actuarial analysis as 

follows:

{ 1) three trustees shall be appointed from the general public: a trustee 

appointed under this paragraph may not hold another state office, position, or 

employment and may not be a member or beneficiary o f  a retirement system managed 

by the board;

(?.) one trustee shall be employed as a finance officer for a political 

subdivision participating in the public employees' retirement system;

(3) one trustee shall be employed as a finance officer for a political 

subdivision participating in the teachers' retirement system;

(4) one trustee shall be a member o f  the public employees' retirement

system;

(5) one trustee shall be a member o f  the teachers' retirement system.
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(c) The trustees, other than the two commissioners, shall serve for staggercc

terms o f  three years and may be reappointed to the board for a total o f  three

consecutive terms. A person who has served three consecutive terms may not be 

reappointed to the board for at least one year.

(d) The governor may, by written notice to the trustee, remove a  trustee for

cause. After a trustee receives written notice o f  removal, the trustee may not 

participate in board business and may not be counted for purposes o f  establishing a 

quorum.

(e) A vacancy on the board o f  trustees shall be promptly filled. A person 

filling a vacancy holds office for the balance o f  the uncxpircd term of the person's 

predecessor, and the balance of the unexpircd term served is not included in the three- 

term limitation under (c) o f  this section. A vacancy on the board does not impair the 

authority o f  a quorum of  the board to exercise all the powers and perform all the duties 

o f  the board.

(f) Five trustees constitute a quorum for the transaction o f  business and the 

exercise o f  the powers and duties o f  the board.

(g) A trustee may not designate another person to serve on the board in the 

absence o f  the trustee.

(h) The board shall provide annual training to its members on the duties and 

powers o f  a fiduciary o f  a state fund and other training as necessary to keep the 

members o f  the board educated about pension management and investment.

(i) The board shall elect a trustee to serve as chair and a trustee to serve as 

vice-chair for one-year terms, A trustee may be reelected to serve additional terms as 

chair or vice-chair.

* Sec. 43. AS 37.10 is amended by adding a new section to read:

See. 37.10.215. Attorney general. The attomev general is the legal counsel 

for the board and shall advise the board and represent it in legal proceeding.

* Sec. 44. AS 37.10.220 is repealed and reenacted to read:

Sec. 37.10.220. Rowers and duties o f  the board , (a) The board shall

(1) hold icgular and special meetings at the call o f  the chair or o f  at 

least five members; meetings are open to the public, and the board shall keep a full
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1 record o f  all its proce- dings;

2 (2) after reviewing recommendations from the Department of

3 Revenue, adopt investment policies for each o f  the funds entrusted lo the board;

4 (3) determine the appropriate investment objectives for the delined

5 benefit plans established under the teachers' retirement system under AS 14.25 and the

6 public employees' retirement system under AS 39.35;

7 (4) provide a range o f  investment options and establish the rules by

8 which participants can direct their investments among those options with respect to

9 accounts established under

10 (A) AS 14.25.340 and 14.25.350 (teachers' retirement system

11 defined contribution individual accounts): j

12 (B) AS 39.30.150 - 39.30 180 (State of Alaska S upplementary

13 Annuity Plan);

14 (C) AS 39.35.730 - 39 .35.7:0  (public em ployees 'retirement

15 system defined contribution individual accounts); and

16 (D) AS 39.45.010 - 39.45.060 (public employees' deferred

17 compensation program);

18 (5) establish the rate o f  interest that shall be annually credited to each

19 member's individual contribution account in accordance with AS 14.25.145 and

20 AS 39.35.100 and the rate o f  interest that shall be annually credited to each member's

21 aecouit in the health reimbursement arrangement plan under AS 39.30.300 -

22 39.30.495; the rate o f  interest shall be adopted on the basis o f  the probable effective

23 rate o f  interest on a long-term basis, and the rale may be changed from time to time;

24 (6) adopt a contribution surcharge as necessary under AS 39.35.160(c);

25 (7) coordinate with the retirement system administrator to have an

26 annual actuarial valuation o f  each retirement system prepared to determine system

27 assets, accrued liabilities, and funding ratios and 'o certify to the appropriate

28 budgetary authority o f  each employer in the system

29 (A) an appropriate contribution rate for normal costs; and ,

30 (U) an appropriate contribution rate for liquidating any past

31 service liability;
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(8) review actuarial assumptions prepared and certified by a member 

o f  the American Academy o f  Actuaries and conduct experience analyses of the 

retirement systems not less than once every four years, except for health cost 

assumptions, which shall be reviewed annually; the results o f  all actuarial assumptions 

prepared under this paragraph shall be reviewed and certified by a second member of 

the American Academy o f  Actuaries before presentation to the board;

(9) contract for an independent audit o f  the state's actuary not less than 

once every four years;

(10) contract for an independent audit o f  the state's performance 

consultant not less than once every four years;

(11) obtain an external performance review to evaluate the investment 

policies o f  each fund entrusted to the board and report the results o f  the review to the 

appiopriate fund fiduciary;

(12) by the first day o f  each regular legislative session, report to the 

governor, the legislature, and the individual employers participating in the state's 

retirement systems on the financial condition o f  the systems in regard to

(A) the valuation o f  trust fund assets and liabilities;

(B) current investment policies adopted by the board;

(C) a summary' o f  assets held in trust listed by the categories o f

investment;

(I.)) the income and expenditures for the previous fiscal year;

(F) the return projections for the next calendar year;

(F) one-year, three-year, five-year, and 10-year investment 

performance for each o f  the funds entrusted to the board; and

(Ci) other statistical data necessary for a proper understanding 

o f  the financial status ot the systems;

(13) suhn it quarterly updates o f  the investment performance n:ports to 

the Legislative Budget and Audi: Committee; and

(14) develop an annual operating budget.

(hi The board may

(1) emploj outside investment advisors to review investment policies;
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(2) enter into an agreement with the fiduciary o f  anothci state fund in 

order to assume the management and investment o f  those assets;

(3) contract for other sendees necessary to execute the board's powers

and duties;

(4) enter into confidentiality agreements that would exempt records 

from AS 40.25.110 and 40.25.120 if  the records contain information that could affect 

the value o f  investment by the board or that could impair the ability o f  the board to 

acquire, maintain, or dispose o f  investments.

(c) Expenses for the board and the operations o f  the board shall be paid from 

the retirement fund.

* Sec. 45. AS 37.10.250 is amended to read:

Sec. 37.10.250. Com pensation of trustees. Trustees, other than trustees who 

are employees o f  the state, [ORJ a political subdivision o f  the state, or a school 

d istrict or regional educational a ttendance area  in the state, receive an honorarium 

o f  $150 for each day spent at a meeting of the board or at a meeting o f  a subcommittee 

o f  the board or at a public meeting as a representative o f  the board, including a day in 

w hich a trustee travels to n r  from a meeting. Trustees who are state employees are 

entitled to administrative leave for sendee as a trustee. Trustees who are employees of 

a political subdivision o f  the state or a school d is tric t o r  regional educational 

a t tendance  urea in the state are entitled to leave benefits provided by their employers 

comparable to those provided to state employees for service as a trustee. Trustees are 

entitled to per diem and travel expenses authorized for boards and commissions under 

AS 39.20.ISO.

' Sec. 4(>. AS 3 7 .10.270(a) is amended to read:

(a) The board iniiv |S IIA L L ] appoint an investment advisory council 

composed o f  at least three and not more than five members. Members of the council 

shall possess experience and expertise in financial investments and management of 

investment portfolios for public, corporate, or union pension benefit funds, 

foundations, or endowments.

1 Sec. 47. AS 37.10.300 is amended lo read:

See. 37.10.39(1. Definitions. In AS 37.10.210 - 37.10.390, unless the context
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otherwise requires,

(1) "board" means the board o f  trustees o f  the Alaska R etirem ent 

M anagem ent [STATE PENSION INVESTMENT] Board;

(2) " fu n d "  means the fund o r  funds composed of the assets of each

of the re tirem ent systems adm inistered and m anaged  by the board;

(3) "recogni/.ed competence11 m eans  a m inimum of 10 years'

professional w ork ing  experience working o r  teaching  in the field of investment

m anagem ent, finance, hanking, economics, accounting , pension adm inistration .

or ac tuaria l analysis;

£4) " retirement systems" or "sys tem s"  means the teachers' retirement 

system, the judicial retirement system, the Alaska National Guard and Alaska Naval 

Militia retirement system, [AND] the public employees' retirement system, the State 

of Alaska teachers ' and public employees' re t i ree  health re im h ursenient

a rrangem en t plan , and  the elected public officers' re tirem ent system under  

fo rm er AS 39.37.

* See. 48. AS 37.14.160 is amended to read:

Sec. 37.14.160. Duties of the commissioner of revenue. The commissioner 

o f  revenue is the treasurer o f  the trust fund created in AS 37.14.110 and shall

(1) in carrying out investment duties under this section, exercise the 

same powers and duties established for the Alaska R e tirem en t M anagem ent [STATE 

PENS'ON INVESTMENT] Board in AS 37.10.210 [AS 14.25.180(c)];

t2) deposit the principal and income from investments in separate 

principal and in :ornc accounts for the fund;

(3) invest and maintain accounting records that distinguish between the 

principal and income o f  the fund;

(4) provide reports to the board established under AS 37.14.120 on the 

condition and investment performance o f  the fund.

* See. 49. AS 37.14.210(4) is amended to read:

(4) invest and reinvest the assets o f  the trust as provided in this section 

and as provided lor the investment o f  funds under I AS 14.25.180(c) AND] 

AS 37.14.170;
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* See. 50. AS 37.14.520(4) is amended to read:

(4) invest and reinvest the assets o f  the fund as provided in this section 

and as provided for the investment o f  funds under [AS 14.25.180(c) AND] 

AS 37.14.170;

* Sec. 51. AS 37.14.610 is amended to read:

Sec. 37.14.610. Duties of the com m issioner. The commissioner o f  revenue 

has the power and duty to

(1) act as official custodian o f  the cash and investments belonging lo 

the Arctic Winter Games Team Alaska trust by securing adequate and safe custodial 

facilities;

(2) exercise the same powers and duties as those established for the 

Alaska R e tirem en t M anagem ent [STATE PENSION INVESTMENT] Board in 

AS 37.10.210 [AS 14.25.180(b) AND (c)J;

(3) invest the assets o f  the trust in a manner likely to yield at least five 

percent real rale o f  return over time;

(4) maintain accounting records u f  the trust in accordance with 

investment accounting principles;

(5) enter into and enforce contracts or agreements considered 

necessary for the investment purposes o f  the trust;

(6) report annually to the board o f  directors o f  the Arctic Winter 

Games Team Alaska the condition and performance o f  the trust;

(7) monitor use o f  trust money by the Arctic Winter Games Team

Alaska; and

(8) do all acts that the commissioner o f  revenue considers necessary or 

proper in administering the assets o f  the trust.

* Sec. 52. AS 39.30.090(a) is amended to read:

(a) The Department o f  Administration may obtain a policy or policies o f  group 

insurance covering state employees, persons entitled to coverage under AS 14.25.168. 

14.25.481). AS 22.25.000, AS 39.35.535, 39.35.880. or former AS 39.37.145. 

employees o f  other participating governmental units, or persons entitled to coverage 

under AS 2 3 .15.136. subject to the following conditions:

- 4 7 -
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(1) A group insurance policy shall provide one or more of the 

following benefits: life insurance, accidental death and dismemberment insurance, 

weekly indemnity insurance, hospital expense insurance, surgical expense insurance, 

dental expense insurance, audiovisual insurance, or other medical care insurance.

(2) Each eligible employee o f  the state, the spouse and the unmarried 

children chiefly dependent on the eligible employee for support, and each eligible 

employee o f  another participating governmental unit shall be covered by the group 

policy, unless exempt under regulations adopted by the commissioner of 

administration.

(3) A governmental unit may participate under a group policy if

(A) its governing body adopts a resolution authorizing

participation, and payment o f  required premiums;

(13) a certified copy o f  the resolution is filed with the

Department o f  Administration; and

(C) the commissioner o f  administration approves the 

participation in writing.

(4) In procuring a policy o f  group health or group life insurance as 

provided under this section or excess loss insurance as provided in AS 39.30.091, the 

Department o f  Administration shall comply with the dual choice requirements ol 

AS 21.86,310. and shall obtain the insurance policy from an insurer authorized to 

transact business in the state under AS 21.09, a hospital or medical service corporation 

authorized to transact business in this state under AS 21.87. or a health maintenance 

organization authorized to operate in this state under AS 21.86. An excess loss 

insurance policy may be obtained from a life or health insurer authorized to transact 

business in this state under AS 21.0(> or from a hospital or medical service corporation 

authorized to transact business in this stale under AS 21.87.

(5) The Department o f  Administration shall make available bid 

specifications for desired insurance benefits or for administration o f  benefit claims and 

payments »o (A) all insurance carriers authorized to transact business in this stale 

under AS . 1.09 and all hospital or medical service corporations authorized to transact 

business under AS 21.87 who are qualified to provide the desired benefits; and (IV) to
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insurance carriers authorized to transact business in this state under AS 21.09, hospital 

or medical service corporations authorized to transact business under AS 21.87, and 

third-party administrators licensed to transact business in this state and qualified to 

provide administrative services. The specifications shall be made available at least 

once every five years. The lowest responsible bid submitted by an insurance carrier, 

hospital or medical service corporation, or third-party administrator with adequate 

servicing facilities shall govern selection o f  a carrier, hospital or medical service 

corporation, or third-party administrator under this section or the selection o f  an 

insurance carrier or a hospital or medical service corporation to provide excess loss 

insurance as provided in AS 39.30.091.

(6) If  the aggregate o f  dividends payable under the group insurance 

policy exceeds the governmental unit's share o f  the premium, the excess shall be 

applied by the governmental unit for the sole benefit o f  the employees.

(7) A person receiving benefits under AS 14.25.110, AS 22.25, 

AS 39.35, or former AS 39.37 may continue the life insurance coverage that was in 

effect under this section at the time o f  termination o f  employment with the state or 

participating governmental Lnit.

(8) A person electing to have insurance under (7) o f  this subsection 

shall pay the cost o f  this insurance.

(9) For each permanent part-time employee electing coverage under 

this section, the state shall contribute one-half the stale contribution rale for permanent 

full-time state employees, and the permanent part-time employee shall contribute the 

other one-half.

(10) A person receiving benefits under AS 14.25, AS 22,25, AS 39.35, 

or former AS 39.37 may obtain auditory, visual, and dental insurance for that person 

and eligible dependents under this section. The level o f  coverage for persons over 65 

shall be the same as that available before reaching age 65 except that the benefits 

payable shall be supplemental to any benefits provided under the federal old age. 

survivors, and disability insurance program. A person electing to have insurance 

under this paragraph shall pay the cost o f  the insurance. The commissioner o f  

administration shall adopt regulations implementing this panigraph.

-49-
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(11) A person receiving benefits under AS 14.25, AS 22.25, AS 39.35, 

or former AS 39.37 may obtain long-term care insurance for that person and eligible 

dependents under this section. A person who elects insurance under this paragraph 

shall pay the cost o f  the insurance premium. The commissioner o f  administration 

shall adopt regulations to implement this paragraph.

(12) Each licensee holding a current operating agreement for a vending 

facility under AS 23.15.010 - 23.15.210 shall be covered by the group policy that 

applies to governmental units other than the state.

* Sec. 53. AS 39.30.095(d) is amended to read:

(d) If the commissioner o f  administration determines that there is more money 

in the fund than the amount needed lo pay premiums, benefits, and administrative 

costs for the current fiscal year, the surplus, or so much o f  it as the commissioner o f  

administration considers advisable, may be invested by the commissioner o f  revenue 

in the same mann'”* as retirement funds are invested under AS 37.10.210 and 

AS 37.10.220 IAS i4.25.180].

* Sec. 54. AS 39.30.150(b) is amended lo read:

(b) Employees o f  the division o f  marine transportation included in 

AS 39.35.095 - 39.35.680 [THE PUBLIC EMPLOYEES' RETIREM ENT SYSTEM] 

through the process o f  collective bargaining under AS 39.35.680(21 )(D) may, under 

the terms o f  a collective bargaining agreement, utilize contributions made under (a) of 

this section on their behalf to offset the costs o f  inclusion in the public employees' 

retirement system; however,

(1) the state is placed under no obligation lo continue making 

contributions under this section if the stale resumes participation in the federal social 

security system,

(2) the bargaining agreement must provide a mechanism for satisfying 

any residual liabilities that might exist if  the state icsumes participation in the federal 

social security system; and

(3) funds contributed under (a) o f  this section on behalf o f  employees 

who are not covered by maritime union contracts may not be obligated or expended to 

pay any costs associated with the inclusion o f  marine transportation employees in
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AS 39.35.095-39.35.680 [THE PUBLIC EMPLOYEES' RETIREM ENT SYSTEM],

* Sec. 55. AS 39.30 is amended by adding a new section to read:

Sec. 39.30.151. A dm in is tra to r .  The commissioner o f  administration or the 

commissioner's designee is the administrator o f  the system.

* Sec. 56. AS 39.30 is amended by adding a new section to read:

Sec. 39.30.154. Powers and  duties of the administ* a to r. The administrator 

has the same powers and duties with regard to the plan as those set out in 

AS 14.25.004.

* Sec. 57. AS 39.30.155 is repealed and reenacted to read:

Sec. 39.30.155. M an ag em en t and investment o f  fund . The Alaska 

Retirement Management Board is the fiduciary o f  the fund and has the same powers 

and duties under this section in regard to the fund as are provided under AS 37.10.210.

* Sec. 58. AS 39.30.160(a) is amended to read:

(a) The Department o f  Administration shall, in accordance with policies 

prescribed by regulations o f  the A laska Retirement M anagem ent [PUBLIC 

EMPLOYEES RETIREMENT] Board, provide to employees for whom special 

individual employee benefit accounts are established under AS 39.30.150 the 

following benefit options: |

(1) supplemental health benefits; [.]

(2) supplemental death benefits; [,]

(3) supplemental disability benefits; [.] and

(4) supplemental dependent care benefits.

* See. 59. AS 39.30.160(e) is amended to read:

(e) Regulations adopted by the hoard  | PUBLIC EMPLOYEES 

RETIREM ENT BOARD] implementing AS 39.30.150 and this section are not subject 

to AS 44.62 (Administrative Procedure Act).

* See. 60. AS 39.30.175(a) is amended to read:

la) The hoard  (ALASKA S T A TE PENSION INVESTMENT BOARI)| is the 

fiduciary o f  the mandator)' receipts, under AS 39.30.150(a), o f  the employee benefits 

program established under AS 39.30.150 - 39.30.180 and has the same powers and 

duties concerning the management and investment in regard to those receipts as are
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provided under AS 37.10.210 [AS 14.25.180].

* See. 61. AS 39.30.180 is amended by adding a new paragraph to read:

(3) "board" means the board o f  trustees o f  the Alaska Retirement 

Management Board established under AS 37.10.210.

* Sec. 62. AS 39.30 is amended by adding new sections to read:

Article 5. Stale of A laska T eachers ' and Public Em ployees ' R etiree  Health 

R e im bursem en t A rrangem en t Plan.

Sec. 39.30.300. S tate  o f  Alaska Teachers ' and  Public Em ployees ' Retiree 

H ealth  R eim bursem ent A rran g em en t Plan established. The State o f  Alaska 

Teachers' and Public Employees' Retiree Health Reimbursement Arrangement Plan is 

established for teachers who first become members o f  the defined contribution plan of 

the teachers' retirement system under AS 14.25.310 - 14.25.590 on or after July I, 

2005, and employees o f  the state, political subdivisions o f  the state, and public 

organizations o f  the state who first become members o f  the defined contribution plan 

o f  the public employees' retirement system under AS 39.35.700 - 39.35.990 on or after 

July 1,2005.

Sec. 39.30.310. P urpose  and effective date, (a) The purpose o f  the plan is to 

allow medical care expenses to be reimbursed from individual savings accounts 

established for eligible persons.

(b) The plan becomes effective July 1. 2005, at which time contributions hy 

employers begin.

Sec. 39.30.320. A tto rney  general. The attorney general o f  the state is the 

legal counsel for the plan and shall advise the administrator and represent the plan in a 

legal proceeding.

Sec. 39.30.330. A dm in is tra to r .  The commissioner o f  administration or the 

commissioner's designee is the administrator o f  the plan.

Sec. 39.30.340. Powers and  duties of the a d m in is tra to r .  The administrator 

shall establish a teachers' and public employees' retiree health reimbursement 

arrangement plan trust fund in which the assets o f  the plan shall he deposited and held. 

The adm inistranr lias the same powers and duties with regard to the plan and the trust 

fund as provided in AS 14.25.004.
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1 Sec. 39.30.350. Employer contribution fund. The fund established under

2 AS 39.30.340 is an employer contribution fund. The value o f  the fund reflects

3 employer contributions, expenses, and investment gains and losses. Employee

4 contributions to the fund are not permitted.

5 Sec. 39.30.360. M anagem ent and investm ent o f  the fund. The Alaska

6 Retirement Management Board is the fiduciary o f  the fund and has the same powers

7 and duties under this section in regard to the fund us are provided under AS 37.10.220

8 Sec. 39.30.370. Contributions by employers. For each member o f  the plan,

9 an employer shall contribute to the teachers' and public employees' retiree health

10 reimbursement arrangement plan trust fund an amount equal to two percent of the

11 employer's average annual employee compensation. The administrator shall maintain

12 a record for each member to account for employer contributions on behalf of that

13 member. The board shall establish by regulation the rate o f  interest to be applied

14 annually to the amount in a member's individual account.

15 See. 39.30.380. Term ination of em ploym ent. A person who terminates

16 employment before meeting the eligibility requirements o f  AS 14.25.470 or

17 AS 39.35.870 loses any right to the contributions made on behalf o f  the person to the

18 teachers' and public employees' retiree health reimbursement arrangement trust fund.

19 If a person returns to employment with a participating employer within five years after

20 the date o f  termination, the person’s account balance shall be restored in the amount

21 recorded on the date o f  termination from the trust, without interest or other adjustment.

22 Sec. 39.30.390. Eligibility and re im bursem en t.  Persons who meet the

23 eligibility requirements o f  AS 14.25.470 and AS 39.35.870 are eligible for

24 reimbursements from the individual account established for a member under the plan.

25 A person who is the dependent child o f  an eligible member is eligible for

26 reimbursements if the eligible member u< 1 surviving spouse have both died so long as

27 the person meets the definition o f  dependent child.

28 See. 39.30.400. Benefits payable from the  individual account, (a) The

29 administrator may deduct the cost o f  monthly premiums from the individual account

30 for retiree major medical insurance on behalf o f  an eligible person who elected retiree

31 major medical insurance under AS 14.25.480 or AS 39.35.880.
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(b) Upon application o f  an eligible person, the administrator shall reimburse to 

the eligible person the costs for medical care expenses as defined in 26 U.S.C. 213(d). 

Reimbursement is limited to the medical expenses of

(1) an eligible member, the spouse o f  an eligible member, and the 

dependent children o f  an eligible member; or

(2) a surviving spouse and the dependent children of an eligible 

member dependent on the surviving spouse.

(c) When the member's individual account balance is cxhausteJ, the insurance 

premium deductions under (a) o f  this section and 'he reimbursement o f  medical care 

expenses under (b) o f  this section end.

(d) If  all eligible persons die before exhausting the member's individual 

account, the account balance shall revert to the plan.

See. 39.30.410. Exemption from taxatiun and process, (a) Contributions 

and other amounts held in the plan on behalf o f  a member or other person who is or 

may become eligible for benefits under the plan may be used only to reimburse 

eligible medical expenses, are exempt from Alaska state and municipal taxes and 

federal taxes to the extent allowed under the Internal Revenue Code, and are not 

subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or 

charge o f  any kind, either voluntary or involuntary, before they are received by the 

person entitled to the amount under the terms o f  the plan. Any attempt to anticipate, 

alienate, sell, transfer, assign, pledge, encumber, charge, or otherwise dispose of any 

right to amounts accrued in the plan is void. However, a member's right to receive 

benefits may be assigned

(1) under a qualified domest'C relations order; or

(2) to a trust or similar legal device that meets the requirements for a 

Medicaid-qualifying trust under AS 47.07.020(1) and 42 U.S.C. 139(>p(d)(4).

(b) Notwithstanding AS 09.38.065. contributions and other amounts held in 

the plan and benefits payable under this plan are exempt from garnishment, execution, 

or levy.

See. 39.30.420. A m endm ent ami te rm ination  of plan, (a) The state has the 

right to amend the plan al any lime and from lime to lime, in whole or in part.
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including the right to make retroactive amendments referred to in 26 U.S.C. 401(b).

(b) The plan administrator may not modify or amend the plan retroactively in 

such a manner as to reduce the benefits of any member accrued to date under the plan 

by reason o f  contributions made before the modification or amendment except to the 

extent that the reduction is permitted by the Internal Revenue Code.

(c) The state may, in its discretion, terminate the plan in whole or part at any 

time without liability for the termination. If the plan is terminated, all investments 

remain in force until all individual accounts have been completely distributed under 

the plan, and, after all plan liabilities are satisfied, excess assets revert to the employer.

(d) Any contribution made by an employer to the plan because o f  a mistake o f  

fact must be relumed to the employer by the administrator within one year after the 

contribution or discovery, whichever is later.

See. 39.30.430. Exclusive benefit, (a) The corpus or income o f  the assets 

held in trust as required by the plan may not be diverted or used for other than the 

exclusive benefit o f  the participants.

(b) 'Hie assets o f  the plan may not be used to pay premiums or contributions o f  

the employer under another plan maintained by the employer.

See. 39.30.495. Definitions. Unless the context requires otherwise, in 

AS 39.30.300-39.30.495

(1) "administrator" means the commissioner oT administration or the 

commissioner's designee;

(2) "board" means the Alaska Retirement Management Board 

established under AS 37.10.210;

(3) "compensation" has the meaning given in AS 14.25.590;

(4) "eligible person" means a person who meets the eligibility 

requirements of AS 14.25.470 or AS 39.35.870;

(5) "dependent child" has the meaning given in AS 39.35.680;

(6) "employer" has the meaning given in AS 14.25.590 for employers 

o f  teachers in the defined contribution plan established in AS 14.25.310 - 14.25.590 

and has the meaning given in AS 39.35.990 for employers o f  public employees in the 

defined contribution plan established in AS 39.35.700 - 3lT35 99(1;

WORK DRAFT WORK DRAFT 24-LS0637\Y
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(7) "fund" means the assets o f  the teachers' and public employees' 

retiree health reimbursement arrangement plan trust fund;

(8) "individual account" means the record established by the 

administrator for individual employees under the teachers' and public employees’ 

retiree health reimbursement arrangement plan;

(9) "member" means a member o f  the defined contribution plan o f  the 

teachers' retirement system in AS 14.25.310 - 14.25.590 or a member o f  the public 

employees’ retirement system in AS 39.35.700 - 39.35.900:

(10) "plan" means the State of Alaska Teachers' and Public Employees’ 

Retiree Health Reimbursement Arrangement Plan established in AS 39.30.300;

(11) "qualified domestic relations order" has the meaning given in

AS 14.25.220.

Sec. 63. AS 39.35 is amended by adding new sections to read;

Article 1. A dm in is tra tion  of the Public Employees’ R etirem ent System of Alaska.

Sec. 39.35.001. Purpose. The purpose o f  this chapter is to encourage 

qualified personnel to enter and remain in service with participating employers by 

establishing plans for the payment u f  retirement, d isability  and death benefits to or on 

behalf o f  the members.

Sec. 39.35.002. A ttorney general. The attorney general o f  the state is the 

legal counsel for the system and shall advise the administrator and represent llie 

system in a legal proceeding.

Sec. 39.35.003. A dm inistra tor. <a) The commissioner o f  administration or 

the commissioner's do ignee is the admimstiator o f  the system.

(b) Ihe commissioner ot administration shall adopt regulations to govern the 

operation I f  the system

Sec. 39.35.004. Powers and duties o f  the adm in is tra to r ,  in) Ihe 

administrator shall

(1) cstabiidi and maintain an adequate system o f  accounts;

(2) transmit the funds deposited m the system to the retirement fund 

established and maintained by the Alaska Retirement Management Hoard:

(3) approve or disapprove claims for retirement benefits;
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(4) make payments for the various purposes specified;

(5) submit periodic reports or statements o f  account that are needed;

(6) issue a statement o f  account tc an employee not less than once each 

year showing the amount o f  the employee's contributions to the applicable plan in the 

system;

(7) formulate and recommend to the commissioner o f  administration 

regulations to govern the operation o f  the system;

(S) as soon as possible after the close o f  each fiscal year, and not later 

than six months after the close o f  each fiscal year, send to the governor and the 

legislature an annual statement on the operations o f  each o f  the plans in the system 

containing

(A) a balance sheet;

(B) a statement o f  income and expenditures for the year:

(C) a report on valuation o f  trust fund assets:

(D) a summary o f  assets held in the trust fund listed by the 

categories o f  investment, as provided by the Alaska Retirement Management 

Board;

(Fi) other statistical financial data that are necessary for proper 

understanding o f  the financial condition o f  the system as a whole and each plan 

in the system and the result ol its operations;

(9) engage an independent certified public accountant to conduct an 

annual audit o f  each plan's uccourif and the annual report o f  the system's financial 

condition and activity:

(10) report to the I egislati\e Budget and Audit Committee concerning 

the con Jition and administration ol each plan and distribute the report to the members 

o f  each plan in the system:

(11) publish an information handbook lor each plan in the system at 

ntervals that the administrator considers appropriate:

112) meet at least annually with the board to rrviaw the condition and 

management o f  the retirement systems and to review significant changes to policies, 

regulations or benefits, and

WORK DRAFT WORK DRAFT 24-LS0637\Y
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(13) do whatever else may he necessary to carry out the purposes of 

each plan in the system.

(b) The administrator is authorized to charge uniform fees to members' 

accounts to cover the ongoing cost o f  operating each plan in the system.

(c) The administrator is authorized to contract with public and private entities 

to provide record keeping, benefits payments, and other functions necessary for the 

administration o f  each plan in the system.

See. 39.35.005. Regulations, (a) Regulations adopted by the commissioner 

o f  administration under this chapter relate to the internal management o f  stale 

agencies, and the adoption o f  these regulations is not subject to AS 44.62 

(Administrative Procedure Act).

(b) Notwithstanding (a) o f  this section, a regulation adopted under this chapter 

shall be published in the Alaska Administrative Register and Code for informational 

purposes.

(c) Each regulation adopted under this chapter must conform to the style and 

format requirements o f  the drafting manual for administrative regulations that is 

published under AS 44.62.050.

jd) At least 30 days before the adoption, amendment, or repeal of a regulation 

under this chapter, the commissioner shall provide notice o f  the action that is being 

considered. The notice shall be

( 1) posted in public buildings throughout the state;

(2) published in one or more newspapers o f  general circulation in each 

judicial district o f  the state;

jfid mailed to each person or group that has liled a request lor notice o f  

proposed action with the commissioner; and

(4) furnished to each member of the legislature and to Ihe Legislative 

Affairs Agency.

(e) f lilure to mail notice to a person as required under id)i7) of P is  section 

does not invalidate an action taken In the commissioner

(0  I he commissioner may hold a public hearing on a proposed regulation 

tg) A regulation dopicd under this chapter takes Vi feet 3t) days after adoption
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by the commissioner.

(h) Notwithstanding the other provisions o f  this section, a regulation may be 

adopted, amended, or repealed, effective immediately, as an emergency regulation by 

the commissioner. For an emergency regulation to be effective the commissioner 

must find that the adoption, amendment, or repeal o f  the regulation is necessary for the 

immediate preservation o f  the orderly operation o f  the system. The commissioner 

shall, within 10 days after adoption o f  an emergency regulation, give notice o f  the 

adoption under (d) o f  this section.

(i) In this section, "regulation" has the meaning given in AS 44.62.640(a).

Sec. 39.35.006. Appeals. An employer, member, annuitant, or bencficiar

may appeal a decision made by the administrator to the office o f  adm in is tra te  

hearings established under AS 44.64. An aggrieved party may appeal a final dccisior 

to the superior court.

Sec. 39.35.007. Investment m anagem ent o f  re tirem en t system funds. The 

Alaska Retirement Management Board established under 37.10.210 is the fiduciary ol 

the system funds.

39,35.680 or the retirement plan establis!. |  in AS 39.35,700 - 39,35.990;

(3) "system" means all retirement plans established under the public 

employees' retirement system.

hired before Ju ly  1, 2005. Ihe following provisions o f  this chapter apply only to

establish and maintain .in rdcquatc system o f  aeeounls and records tor the nlan 

|S Y S iT M ] The accounts and records shall be integrated with the accounts, records,

members lirst hired before July I. 2005’ \S  39,35.095 - 39 35.680.

* Sec. 65. AS 39 35.100 is amended *o read

See. 39.35.100. Accounting, laj Ihe commissioner ot administration shall

* See. 64. AS 39.35 is amended by adding a new section lo read:

A rticle 2. I 'ublic Employees First H ired before Ju ly  I, 2005.

Sec. 39.35.095. Applicability of AS 39.35.095 - 39.35.680 to employees first

Sec. 39.35.008. Definitions. In AS 39.35.001 - 39.35.008,

( 1) "commissioner" means the commissioner o f  administration;

(2) "plan" means the retirement plan established in AS 39.35.095 -
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and procedures o f  ihe employers tu the end that they operate most effectively and at 

minimum expense, and that duplication o f  records and accounts is avoided.

(b) All income o f  the pension fund and all disbursements made by the fund 

shall be credited or charged, whichever is appropriate, to the following accounts:

(1) An individual account shall be maintained for each employee to 

record the amount of the employee's mandatory contributions collected under 

AS 39.35.160(a). As of the last day o f  each calendar year and each fiscal year 

beginning with June 30, 1969, this account shall be credited with interest, by applying 

[ONE HALF OF] the prescribed rate o f  interest as determ ined  hv the bo ard  to the 

balance in the account as of that date. Within one year following retirement, the 

amount actuarially determined as necessary to fully fund the benefits lo be received 

shall be transferred first from .ie employee contribution account and, after the 

employee contribution account has been exhausted, then from the employer 

contribution account into the retirement reserve account.

(2) An individual account shall be maintained for each employee to 

record the amount o f  the employee's voluntary contributions. As o f  the last day of 

each calendar year and each liscai year beginning with June 30, 1969, this account 

shall be credited with interest, by applying [ONE HALF OF] the prescribed rate of 

interest as determ ined hv the hoard  to the balance in the account as o f  that date. 

Amounts that, before termination o f  employment, are withdrawn by an employee from 

the employee’s sa\ings account shall be charged to that account. Upon retirement, the 

amount actuarially determined as necessary to fully fund the benefits to be received 

shall be transferred first from the employee savings account and. after the employee 

savings account has been exhausted, then from the employer contribution account into 

the retirement reserve account.

(3) A separate account for each employer shall be maintained. The 

account shall be credited with contributions o f  the employer. This account shall be 

charg with the employer's actuarial charge for pension, death benefits, and other 

benefits paid under this plan [SYSTEM] lo or on behalf o f  the employee of the 

employer. After an allowance for interest credited to employee contribution accounts 

and employee savings accounts, the investment income o f  the pension fund shall be
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allocated to the retirement reserve account and to each employer asset share account 

according to the ratio that the average of the assets in the account as o f  the beginning 

and as o f  the end o f  the fiscal year bears to the total o f  the average balance of the 

retirement reserve account and all employer accounts.

(4) An expense account shall be maintained for the plan [SYSTEM], 

This account shall be charged with all disbursements representing administrative 

expenses incurred by the plan [SYSTEM]. At the end o f  the year the expense account 

shall be allocated to each employer in accordance with (3) o f  this subsection. 

Expenditures from this account shall be included in the governor's budget for each 

fiscal year and are subject to approval by the legislature.

* Sec. 66. AS 39.35 is amended by adding a new section to article 1 to read:

Sec. 39.35.115. Defined benefit re tirem en t p lan , (a) A defined benefit 

retirement plan for employees o f  the state, political subdivisions, and public 

organizations is created. The plan becomes effective January' 1, 1961, at which time 

contributions by the employers and members begin.

(b) The retirement plan established by AS 39.35.095 - 39.35.680 is intended to 

qualify under 26 U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified 

retirement plan established and maintained by the state for its employees and for the 

employees o f  political subdivisions, public corporations, and public organizations ol 

the state, and for the employees o f  other employers whose participation is authorized 

by AS 39.35.095 - 39.35.680 and who participate in this plan.

(c) An amendment to AS 39.35.095 - 39.35.680 does not provide a person 

with a vested right to a benefit if  the Internal Revenue Service determines that the 

am endm .nt will result in disqualification o f  the plan under the Internal Revenue Code.

* Sec. 67. AS 39 35.131 is , mended to read:

See. 39.35.131. M em bersh ip  in teachers ' and  public employees'

re tirem en t systems, (a) A person who is employed at least half-time in the plan

WORK DRAFT WORK DRAFT 24-LS0637\Y

[SYSTEM| during the same period that the person is employed at least half-time in a 

position in the teachers' retirement plan [SYSTEM] under AS 14.25.01)9 - 14.25.220 

(AS 14 .25J shall receive credited se n  ice under each plan |SY ST EM | lor half-time 

employment, 1 lowevcr. the amount ol credited service a person receives under the
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plan [SYSTEM] during a school year may not exceed the amount necessary, when 

added to the amount o f  credited service earned during the school year under the 

teachers' retirement system, to equal one year o f  credited service.

(b) A person who was employed at least half-time in a position in the teachers 

retirement plan [SYSTEM] under AS 14.25.009 - 14.25.22(1 [AS 14.25] in the same 

period that the person was employed at least half-time in a position in this plan 

[SYSTEM] may claim credited service in both p lan  [SYSTEMS] for employment 

before May 31, 1989. To obtain this credited service, the person shall claim the 

service and verify the period o f  half-time employment. When eligibility for half-time 

service credit has been established, an indebtedness shall be determined to the 

retirement plan [SYSTEM] in which the person did not participate. The amount o f  

the indebtedness is the full actuarial cost of providing benetlts for the credited service 

claimed. Interest as prescribed by regulation accrues on that indebtedness beginning 

on the later o f  July 1, 1989, or the da'e on which the member is firs’ eligible to claim 

the service. Any outstanding indebtedness existing at the time the person retires will 

require an actuarial adjustment to the benefits payable based on that service.

* Sec. 68. AS 39.35.15S is amended to read:

See. 39.35.158. Adm inistrative d irec to r  o f  courts. An administrative 

director o f  the Alaska court system who withdraws from the judicial retirement system 

under AS 22.25.012 is eligible for membership in the plan [SYSTEM] and shall 

receive credited service in the plan [SYSTEM] for service rendered as administrative 

director. To be eligible for membership in the plan [SYSTEM] under this subsection, 

the administrative director must contribute to the plan [SYSTEM]

(1) the amount the director would have contributed if  the director had 

been a member during the director’s period o f  membership in the judicial retirement 

system; and

(2) any contributions for services as administrative director relundeJ 

by the plan [SYSTEM] at the time the director became a member o f  the judicial 

retirement system.

* Sec. 69. AS 39.35.160(a) is amended to read:

(a) neginning .lulv 1. 21105 [JANUARY 1. 1987], each peace officer or lire
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fighter shall contribute to the plan a percen tage [SYSTEM AN A M O U N T EQUAL 

TO SEVEN AND ONE-HALF PERCENT] o f  the peace officer's or fire fighter's 

compensation as determined u n d e r  AS 39.35.162. Except as provided in (d) o f  this 

section, beginning July 1, 2005 [JANUARY 1, 1987], each other employee shall 

contribute to the system a percentage [AN AM O U NT EQUAL TO SIX AND 

THREE-QUARTERS PERCENT] o f  the employee's compensation as determ ined 

un d er  AS 39.35.162. The contributions shall be deducted by the employer at the end 

o f  each payroll period. The contributions shall be deducted from employee 

compensation before computation o f  applicable federal taxes, and the contributions 

shall be treated as employer contributions under 26 U.S.C. 414(h)(2). A member may 

not have the option o f  making the payroll deduction directly instead o f  having the 

contribution picked up by the employer.

* See. 70. AS 39.35 is amended by adding a new section to read:

See. 39.35.162. Calculation of employee con tribution  rate , (a) Each peace 

officer or fire fighter shall contribute a percentage o f  the peace officer's or fire fighter's 

compensation to be determined annually in advance by the administrator. Each other 

employee shall contribute a percentage o f  the employee's compensation to be 

determined annually in advance by the administrator. The employee contribution rate 

is the greater o f

(1) 7.5 percent for a peace officer or fire fighter;

(2) 6.75 percent for each other employee; or

(3) one-half o f  the normal cost rate auuarially calculated to fund the 

benefits expected to be earned by active members during the fiscal year.

(b) The normal cost rate for peace officers or fire fighters and the employee 

contribution rate for other employees shall be separately calculated based on the 

actuarially calculated costs for each group o f  employees.

(c) Notwithstanding (a) o f  this see'ion. the employee contribution rate may not 

increase more than one-half of a percentage point annually.

* See. 71. AS 39.35.165(a) is amended to read:

(a) An employee who is eligible to purchase credited service under 

AS 39.35.310, 39.35.330, 39.35.340, 39.35.342, 39.35.345, [39.35.350.] 39.35.360, or

-63 -
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39.35.370, a member who is eligible to purchase credited service under AS 39.35.375, 

or an elected public official who is eligible to purchase credited service under 

AS 39.35.381 is an employee for purposes of this section. An employee may, in lieu 

o f  making payments directly to the plan, elect to have the employee's employer make 

payments as provided in this section.

* Sec. 72. AS 39.35.165(b) is amended to read:

(b) An employee may elect to have the employer make payments for all or any 

portion o f  the amounts payable for the employee's purchase o f  credited service 

through a salary reduction program as follows:

contributions by the employee making the election; the electing employee's salary ( 

other compensation shall be reduced by the amount paid by the employer under thi 

subsection;

to purchase credited service as permitted in AS 39.35.310, 39.35.330, 39.35.340

before the employee's termination o f  employment; the irrevocable election mus 

specify the number o f  payroll periods that deductions will be made from th< 

employee's compensation and the dollar amount o f  deductions for each payroll periot 

during the specified number o f  payroll periods; the deductions made under this

employer or the member's death: amounts paid by an employer under (fj of this

this subsection;

(3) amounts paid by an employer under this subsection shall be treated 

as employer contributions for the purpose o f  determining tax treatment under the 

Internal Revenue Code; the amounts paid by the employer under this section may not

(1) the amounts paid under a salary reduction program are in lieu o f

(2) the employee shall make an irrevocable election under this sectio;

39.35.342, 39.35.345, [39.35.350,] 39.35.360, 39.35.370, 39.35.375, or 39.35.381 ant

paragraph cease upon the earlier o f  the member's termination o f  employment with the

section may not be applied toward he payment o f  the dollar amount o f  the deductions 

representing the portion o f  the credited service that is being purchased by the member 

through payroll deduction in accordance with the member's irrevocable election under

SSH 141(F!N |

be included in the member’s <*ross income lor income tax purposes until those amounts 

are distributed by refund nr retirement benefit payments
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* Sec. 73. AS 39.35.165(f) is amended lo read:

(f) The commissioner may accept rollover contributions from a member [AND 

DIRECT TRANSFERS, AS DESCRIBED JN THIS SUBSECTION, FOR THE 

PURCHASE, IN WHOLE OR IN PART, OF CREDITED SERVICE FOR THE 

REINSTATEMENT, IN WHOLE OR IN PART, OF FORFEITED CREDITED 

SERVICE UNDER AS 39.35.350]. A rollover contribution [OR TRANSFER] as 

described in this subsection shall also be treated as employer contributions for the 

purpose of determining tax treatment under the Internal Revenue Code and may be 

made by any one or a combination o f  the following methods:

U.S.C. 402(c), accepting eligible rollover distributions directly from one or more | 

retirement programs o f  another employer that are qualified under 26 U.S.C. 401(a) c 

accepting rollovers directly from a member;

accepting from a member conduit rollover contributions that are received by thi 

employee from one or more conduit rollover individual retirement accounts previously 

established by the member;

accepting direct trustce-to-trustcc transfers o f  all or a portion o f  the accounts o f  the 

member, on or after January 1, 2002, from a tax sheltered annuity described in 2C

member, on or after January 1. 2002, from an eligible deferred compensation plan o f  a 

tax-exempt organization or a state or Ioeal government described in 76 U.S.C. 457(b);

established for the benefit o f  the member in AS 39.30.150 - 39.30.180 (Alaska 

Supplemental Annuity Plan).

Sec. 74. AS 39.35.165(g) is amended to read:

(g) Payments made under this section shall be applied to reduce the 

employee's outstanding indebtedness described in AS 39.35.310, 39.35.330,

(1) subject to the limitations prescribed in 26 U.S.C. 401(a)(3) and 26

(2) subject to the limitations prescribed in 26 U.S.C. 408(d)(3)(A)(ii)

(3) subject to the limitations prescribed in 26 U.S.C. 403(b)(13)

U.S.C. 403(b);

(4) subject to the limitations prescribed in 26 U.S.C. 457(e)(17),

accepting direct truslee-to-trustee transfers o f  all or a portion o f  the accounts o f  the

(5) accepting direct truslee-to-trustee transfer from an account

•65-
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39.35.340, 39.35.342, 39.35.345, [39.35.350,] 39.35.360, 39.35.370, 39.35.375, or 

39.35.381 at the time that the contributions are received by the plan.

* Sec. 75. AS 39.35.165(i) is amended to read:

(i) On satisfaction o f  the eligibility requirements o f  AS 39.35.310, 39.35.330,

39.35.340, 39.35.341, 39.35.345, [39.35.350,] 39.35.360, 39.35.370, 39.35.375, or 

39.35.381, the requirements o f  this section, and the administrative filing requirements 

specified by the commissioner, the plan shall adjust the employee's credited service 

history and add any additional service credits acquired.

* Sec. 76. AS 39.35.200 is amended by adding a new subsection to read:

(d) An employee who receives a refund o f  coniributions in accordance with 

this section forfeits corresponding credited service under AS 39.35.095 - 39.35.680.

* Sec. 77. AS 39.35.270 is amended to read:

Sec. 39.35.270. Amount of em ployer's  contributions. The amount o f  each 

employer's contributions shall be determined by applying the employer's contribution 

rate, as certified by the board, to the total compensation paid to the active employees 

o f  the employer for each payroll period and by including any adjustments to 

contributions required by AS 39.35.520(a). This amount shall be remitted by the 

employer to the administrator in accordance with AS 39.35.610.

* Sec. 78. AS 39.35.270 is amended by adding a new subsection to read:

(b) When added to the member contribution rate calculated under 

AS 39.35.162, the employer contribution may not be less than the rate required, as 

actuarially calculated, to fully fund the future liabilities o f  active members.

* See. 79. AS 39.35.340(0 is amended to read:

(0  An employee ninv not [CANNOT] be credited with a period o f  active 

military' service in the armed forces o f  the United States under this section if  credit for 

that military service was granted under AS 14.25.009 - 14.25.220 [AS 14.25],

* Sec. 80. AS 39.35.340(h) is amended to read:

(h) The combined period o f  military service claimed under this section and 

under AS 14.25.009 - 14.25.220 [AS 14.25] may not exceed five years.

* Sec. 81. AS 39.35.360(i) is amended to read:

(i) An employee who completes three years o f  credited service with an

CSSH 14!(FIN ) -66-
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employer, for which (he employee makes contributions required by AS 39.35.095 -
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39.35.680 [THIS CHAPTER], is entitled to credited service on a year-for-year basis 

for service credited in the Civil Service Retirement System, rendered as an employee 

o f  an Alaska Bureau o f  Indian Affairs (BIA) school, other than service as a teacher. 

When eligibility f o r . retroactive credited service under this subsection has been 

established, an indebtedness o f  the employee to the plan [SYSTEM] shall be 

determined as follows: (1) the employee's actual annual compensation, or the 

calculated annual compensation for an employee who works fewer than 12 months, for 

the most recent calendar year in which service is rendered to an employer before the 

calendar year in which the employee first becomes eligible to claim service under this 

subsection, multiplied by (2) the number o f  years o f  service in Alaska BIA schools 

that is credited under this subsection, and this product multiplied by (3) six percent for 

employees first eligible to claim this service before January 1, 1987, or eight and one- 

ha lf  percent lor employees first eligible to claim this service on or after Janu.irv 1 

19S7. Interest as prescribed by regulation accrues on the indebtedness beginning on 

the date the employee may first claim the retroactive credited service. Any 

outstanding indebtedness that exists at the time the employee retires requires an 

actuarial adjustment to the benefits that are based on retroactive credited service under 

this subsection. A retirement benefit payable under this subsection for Alaska BIA 

service shall be reduced by an amount equal to the retirement benefits paid to the 

member by the United States government for the same sendee.

Sec. 82. AS 39.35.360f/) is amended to read:

(/) An administrative director o f  the Alaska Court System who withdraws 

from the judicial retirement system under AS 22.25.012(b) is eligible for membership 

in the i>lan [PUBLIC EMPLOYEES' RETIREMENT SYSTEM] and shall receive 

credited service in this plan [SYSTEM] for service rendered as administrative 

dircetor. To be eligible for membership in this plan [SYSTEM | under this subsection, 

the administrative director must contribute to the plan [SYSTEM]

(1) the amount that would nave been contributed if  the administrathe 

director had been a member during the period o f  the membership in the judicial 

retirenn svstem: and
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(2) any contributions for service as administrative director refunded 

from the n h n  [PUBLIC EMPLOYEES' RETIREM ENT SYSTEM] at the lime the 

administrative director became a member o f  the j t  dicial retirement system.

* See. 83. AS 39.35.370(g) is amended to read:

(g) When an employee who was employed as a dispatcher in a state trooper 

office or in a police or fire department in the p lan [PUBI IC EMPLOYEES 

RETIREMENT SYSTEM] applies for appointment to retirement, the employee may 

convert the credited service for that position to credited service r ■. a peace officer by 

claiming the service as peace officer service. An employee who has converted 

credited service to peace officer service under this subsection shall be treated as a 

pence officer for purposes o f  AS 39.35.095 - 39.35.680 [THIS CHAPTER]. Wnen the 

member claims this credited service as peace officer service, an indebtedness of the 

member to the plan [SYSTEM] shall be established. The indebtedness is equal to the 

full actuarial cost o f  the conversion o f  the credited service to treatment as peace 

officer service. Any outstanding indebtedness that exists at the time the member is 

appointed to retirement shall [WILL] require an actuar; , l adjustment to the benefits 

payable based upon the conversion of the credited service.

* Sec. 84. AS 39.35.375(a) is amended to read:

(a) An active or inactive member who has never been vested in tl.Is plan 

[SYSTEM] or in the teacher, retirement plan [SYSTEM] under AS 14.25.fl09 - 

14.25.220 [AS 14.25]. who has at least two years o f  credited service in this plan 

[SYSTEM|. and who has membership service in the teachers' retirement system may 

claim credited service in this plan [SYSTEM] in an amount equal to the membership 

service the member has in the teachers' retirement system. The claimed credited 

service may be added to service earned under AS 39.35.095 - 39.35.680 [11 IIS 

CHAPTER) to enable the member to qualify for a public service benefit under this 

section. Ihe member nuu not claim credited service for membership service for 

which the member has received a refund under AS 14.25.150 unless the member fully 

pays the indebtedness as established under AS 14.25.063. The member may not claim 

credited service in this plan [SYSTEM] based on unused sick leave under 

AS 14,25115.

CSSH 141 (FIN) • 68 -

Naw T e x t  V n d r r l  i tutd [UK IB TED  CEftT PRACKETSD]



WORK DRAFT WORK D R A FT 24-LS0637\Y

* See. 85. AS 39.35.375(b) is amended to read:

(b) To claim credited service under this section, the member shall file a 

written request with the administrator when the member applies to retire. The 

administrator shall determine the full actuarial cost o f  benefits based on the member's 

total credited service and shall transfer from the teachers' retirement system to this 

plan [SYSTEM] an amount equal to the sum o f  the member contributions and any 

indebtedness payments to the teachers' rciircment system and the employer 

contributions to the teachers' retirement system made on behalf o f  the employee 

together with interest earned on those contributions and indebtedness payments. If the 

amount to be transferred, when combined with the amount o f  employee contributions 

and indebtedness payments to this plan [SYSTEM] and the amount o f  employer 

contributions on behalf o f  the employee in this p lan [SYSTEM], and interest earned 

on contributions and indebtedness payments for the employee, is less than the full 

actuarial cost computed under this subsection, an indebtedness to the plan [SYSTEM] 

equal to the amount o f  the difference is established. Interest as prescribed by 

regulation accrues on the indebtedness. 'Ihe m ember must pay any outstanding 

indebtedness existing at tne time the member applies for retirement in full before the 

member is appointed to retirement under this section.

Sec. 86. AS 39.35.375(c) is amended to read:

(c) A member is entitled to receive a public service benefit under this section 

if  the member has at least a total of five years credited sendee under AS 39.35.095 -

39.35.680 [THIS CHAPTER] and credited service from the teachers' retirement plan

u n d e r  AS 14.25.009 - 14.25.220 [SYSTEM] claimed under this section. A public 

service benefit shall be calculated usinu the higher o f  the average monthly 

compensation for service in this plan [SYSTEM] or the average base salary for 

service in the teachers' retirement plan u n d e r  AS 14.25.009 - N .25.220 [SYSTEM]. 

The amount o f  the benefit shall be calculated in accordance with AS 39.35.570(c). 

r Sec. 87. AS 39.35.o75(d) is amended to read:

(d) Credited service earned under either this plan [SYS'I i:M| or the teachers' 

retirement system that has been claimed for a public service benefit under this section 

may not be used for any other purpose. A member who claims credited service under

-69- C SSlt 141 (PIN)
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this section loses all rights to benefits under AS 14.25 based on the claimed credited 

service. A member may not claim credited service under this section unless the 

member claims all o f  the membership service the member has in the teachers' 

retirement system. A public service benefit does not constitute a normal or early 

retirement benefit for purposes o f  qualifying for a conditional service retirement 

benefit under AS 14.25.125 or AS 39.35.385.

* Sec. 88. AS 39.35.375(f) is amended to read:

(fj Notwithstanding AS 14.25.063 and AS 39.35.350, a former m ember o f  the 

teachers' retirement system who is an active member or inactive member o f  this plan 

[SYSTEM] m ny reinstate, under this section, membership service earned under 

AS 14.25 for which the member received a refund o f  contributions.

* See. 89. AS 39.35.375(f) is amended to read:

(f) Notwithstanding AS 14.25.063 [AND AS 39.35.350], a fomier member of 

the teachers' retirement system who is an active member or inactive member o f  this 

plan may reinstate, under this section, membership sendee earned under AS 14.25 for 

which the member received a refund o f  contributions.

* See. 90. AS 39.35.375(g) is amended to read:

(g) If  a member retires under this section and subsequently returns to work for 

an employer under this plan [SYSTEM] or the teachers' retirement system, benefits 

under this section shall cease during the period o f  reemployment and shall 

recommence when the reemployment is ended. The credited service earned during tnc 

period o f  reemployment may not be added to the ciedited Service claimed for a public 

service benefit under this section. If a member vests and meets the other eligibility 

requirements under this system or the teachers' retirement system during the 

reemployment, the member is entitled to a benefit under AS 14.25.009 - 14.25.220 

| AS 14.25J or 39.35.H95 - 39.35.68(1 [AS 39.35], as appropriate.

' See. 91. AS 39.35.375 is amended hv adding a new subsection to read:

(h) In this section,

(1) "teachers' retirement system" and "teachers' retirement system 

under AS 14.25" means the teachers' retirement pian established in AS 14.25.009 ■ 

14.25.220;
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(2) "membership service earned under AS 14.25" means membership 

service earned under AS 14.25.009 - 14.25.220.

* See. 92. AS 39.35.381(a) is amended to read:

(a) An elected public officer is eligible for a public officer benefit i f  the officer

is retired under AS 14.25.009 - 14.25.220 [AS 14.25 (TEACHERS' RETIREMENT 

SYSTEM)]. Only fully paid credited service as an elected public officer o f  a 

municipality or other political subdivision, earned while the municipality or political 

subdivision was an employer under this nlnn [SYSTEM] and while the person was 

employed full-time under AS 14.25.009 - 14.25.220 [AS 14.25], may be counted 

under this section.

* Sec. 93. AS 39.35.385(f) is amended to read:

(f) Subject to AS 39.35.450, an employee is eligible for a normal retirement

benefit at age 60 or an early retirement benefit at age 55 i f  the employee was first 

hired as a legislative employee before May 30, 1987, and has at least 120 [60] days o f  

credited service as an employee o f  the legislature, other than as an employee o f  the 

Office o f  the Ombudsman or the office o f  victims' rights, during each o f  five 

legislative sessions. An employee who was first hired as a legislative employee on or 

after May 30, 1987. and is otherwise eligible under this subsection must have at least 

120 [SO] days o f  credited service during each o f  five legislative sessions to receive 

benefits under this subsection.

* See. 94. AS 39.35.410(0 is amended to read:

(f) An employee is not entitled to an occupational disability benefit unless the 

employee files an application for it with the administrator within 90 days o f  the date of 

terminating employment. If the employee is unable to meet a filing requirement o f  

this subsection, it may be waived by the com m issioner | PUBLIC EMPLOYEES' 

RETIREMENT BOARD] if there are extraordinary circumstances that resulted in the 

employee's inability to meet the filing requirement. [ HI E  BOARD MAY 

DELEGATE THE AUTHORITY 10  WAIVE A FILING DEADLINE LENDER THIS 

SUBSECTION TO THE ADMINISTRATOR.]

* Sec. 95. AS 39.35.475(a . as that subsection read following amendment by sec. 34 ch.

4(>, SLA 1980. until amended by sec. 11. eh. 82, SLA 1986, is amended to read:

L
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(a) When the administrator determines that the cost ofliv ing  has increased and 

that the financial condition o f  the retirement fund permits, the  adm in is tra to r  [HE] 

shall increase benefit payments to persons receiving benefits under this plan. For 

purposes of this subsection, the financial condition of the fund would only pei mit 

an increase in benefits when the ratio o f  total fund assets to the accrued  liability 

meets o r  exceeds 110 percent. In this subsection, "acc ru ed  liability" means the 

present value of all m em ber  benefits accrued  hv m em b er  service in this plan 

[SYSTEM].

* Sec. 96. AS 39.35.485(a) is amended to read:

(a) An employee who is eligible for a benefit calculated in accordance with 

AS 39.35.370(c) is entitled to a benefit o f  at least S25 a month for each year o f  

credited service, not including adjustments made under AS 39.35.340 for military 

service, [AS 39.35.350 FOR REINSTATEM ENT OF CREDITED SERVICE,] 

AS 39.35.360 for credit for earlier ser/ice, AS 39.35.370(c) for early retirement, 

AS 39.35.420 for nonoccupational death benefits, AS 39.35.450 for the survivor's 

option, former AS 39.35.460 for the level income option, AS 39.35.475 for the post- 

retirement pension adjustment, and AS 39.35.480 for the cost ofliving.

* Sec. 97. AS 39.35.680(2) is amended to read:

( ) "actuarial adjustment" means the adjustment necessary to obtain

equality in value o f  the aggregate expected payments under two different forms o f  

pension payment*, considering expected mortality and interest earnings on the basis of 

assumptions, factor's, and methods specified in regulations issued under this plan 

[SYSTEM] that are formally adopted [UNDER AS 39.35.042] by the board that 

clearly preclude employer discretion in the determination o f  the amount o f  any 

members benefit;

* Sec. 98. AS 39.35.680(6) is amended lo read:

(6) "hoard" means the Alaska R etirem ent M anagem ent [PUBLIC

EMPLOYEES RFTIREMEN I ] Board;

* Sec. 99. AS 39.35.680(34) is amended In read:

(34) "qualified domestic relations order" means a divorce or

31 dissolution judgment under AS 25.24. including an order approving a property
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settlement, that

(A) creates or recognizes the existence of an alternate payee's 

right lo, or assigns to an alternate payee the right to, receive all or a  portion o f  

employee contribution account or the benefits payable with respect to an 

employee;

(B) sets out the name and last known mailing address, i f  any, o f  

the employee and o f  each alternate payee covered by the order;

(C) sets out the amount or percentage o f  the employee's benefit, 

or o f  any survivor's benefit, to be paid to the alternate payee, or sets out the 

manner in which that amount or percentage is lo be determined;

(D) sets out the number o f  payments or period to which the

order applies;

(E) sets out the re tirem ent plan [SYSTEM] to which the order

applies;

(F) does not require any type or form o f benefit or any option 

not otherwise provided by AS 39.35.095 - 39.35.6S0 [THIS CHAPTER];

(G) does not require an increase o f  benefit.-, in excess o f  the 

amount provided by AS 39.35.095 - 39.35.680 [THIS CHAPTER], determined 

on the basis o f  actuarial value; and

(H) does not require the payment to an alternate payee of 

benefits that are required to be paid lo another alternate payee under another 

order previously determined to be a qualified domestic relations order;

* Sec. 100. AS P9.35.6SO is amended by adding new paragraphs to read:

(41) "commissioner" means the commissioner o f  administration;

(42) "plan" means the retirement plan established in AS 39.35.095 -

39.35.680.

* Sec. 101. AS 39.35 is amended by adding new sections to read:

Article 9. Employees First Mired on o r  a f te r  July  1, 2005.

Sec. 39.35.700. Applicability of AS 39.3s.700 - 39.35.990. The provisions of 

AS 39.35.700 - 39.35.990 apply only to members first hired on or after July 1. 2005 or 

to members who transfer into the defined contribution plan under AS 59.35.940.

WORK DRAFT WORK DRAFT • 24-LS0637\Y
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See. 39.35.710. Defined con tribu tion  re tirem en t p lan  es tab lished ; federal 

qualification requirem ents, (a) A defined contribution retirement plan is established 

for employees o f  the state or a political subdivision or public organization o f  the state.

(b) The defined contribution retirement plan is a plan in which savings are 

accumulated in an individual retirement account for the exclusive benefit of the 

member or beneficiaries.-The plan is established effective July 1, 2005, at which time 

contributions by employers and members begin.

(c) The retirement plan established by AS 39.35.700 - 39.35.990 is intended to 

qualify under 26 U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified 

retirement plan established and maintained by the state lor its employees, for the 

employees o f  political subdivisions, public corporations, and public organizations o f  

the state, and for the employees o f  other employers whose participation is authorized 

by AS 39.35.700 - 39.35.990 and who participate in the plan set out in AS 39.35.700 - 

39.35.990. I

(d) An amendment to AS 39.35.700 - 39.35.990 docs not provide a person 

with a vested right to a benefit if  the Internal Revenue Service determines that the 

amendment will result in disqualification o f  the plan under the Internal Revenue Code.

Sec. 39.35.720. M em bersh ip . An employee who becomes a member on or 

after July 1, 2005, shall participate in the plan set out in AS 39.35.700 - 39.35.990.

Sec. 39.35.730. C on tr ibu tions  by members, (a) Each member shall 

contribute to the member's individual account an amount equal to eight percent of the 

member's compensation from July 1 to the following June 30. I

(b) Subject to the limitations on contributions under AS 39.35.780, a member 

may elect to make additional contributions to the member’s individual account.

(e) The employer shall deduct the contribution from the member's 

compensation at the end of each payroll period, and the contribution shall be credited 

by the plan to the member's individual account. The contributions shall be deducted 

from member's compensation before the computation o f  applicable federal taxes and 

shall be treated as employer contributions under 26 IJ.S.C. 414(h)(2). A member may 

not have the option o f  making the payroll deduction directly in cash instead o f  having 

the contribution picked up by the employer.
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See. 39.35.740. Em ploym en t contributions m andator} '.  Contributions o f  

employees shall be made by payroll deductions. Every included employee shall be 

considered to consent to payroll deductions. It is o f  no consequence that a payroll 

deduction may cause the compensation paid in cash to an employee to be reduced 

below the minimum required by law. Payment o f  an employee's compensation, less 

payroll deductions, is a full and complete discharge and sati.-faction o f  all claims and 

demands by the employee relating to remuneration o f  services during the period 

covered by the payment, except with respect to the benefits provided under the plan.

See. 39.35.750. C on tr ibu tions  by employers, (a) An employer shall 

contribute to each member's individual account an amount equal to 4.5 percent of the 

member's compensation from July 1 to the following June 30.

(b) An employer shall also contribute an amount equal to 1.75 percent o f  each 

member's compensation from July 1 to the following June 30 to pay for retiree major 

medical insurance. This contribution shall be paid into the group health and life 

benefits fund established by the commissioner o f  administration under AS 39.30.095 

and shall be accounted for in accordance with regulations established by the 

commissioner.

(c) An employer shall also make contributions to the health reimbursement 

arrangement plan under AS 39.30.300.

Sec. 39.35.760. Rollover contributions and d is tr ibu tions ,  (a) An employee 

entering the plan may elect, at the time and in the manner prescribed by the 

administrator, to have all or part o f  a direct rollover distribution from an eligible 

retirement plan owned by the member paid directly into the member's individual 

account.

(b) Rollover contributions do not count as a purchase o f  membership service 

lor the purpose o f  determining years o f  service.

(c) A distributee may elect, at the time and in the manner prescribed by the 

administrator, lo have all or part o f  an eligible rollover distribution paid directly to an 

eligible retirement plan specified by the distributee in the direct rollover.

(d) In this section,

(I)  "direct rollover" means the payment o f  an eligible (bllover
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distribution by the plan to an eligible retirement plan specified by a distributee who is 

eligible to elect a direct rollover;

(2) "distributee" means a member, or a bc.ieficiary who is the 

surviving spouse o f  the member, or an alternate payee;

(3) "eligible retirement plan" means

(A) a conduit individual retirement account described in 26 

U.S.C. 408(d)(3)(A);

(B) an annuity plan described in 26 U.S.C. 403(a);

(C) a qualified trust described in 26 U.S.C. 4 0 1 (a);

(D) an annuity plan described in 26 U.S.C. 403(h); or

(E) a governmental plan described in 26 U.S.C. 457(b);

(4) "eligible rollover distribution" means a distribution o f  all or part o f  

a total account to a distributee, except for

(A) a distribution that is one o f  a series o f  substantially equal 

installments payable not less frequently than annually over the life expectancy 

o f  the distributee or the joint and last survivor life expectancy o f  the distributee 

and the distributee's designated beneficiary, as defined in 26 U.S.C. 401(a)(9);

(B) a distribution that is one o f  a series o f  substantially equal 

installments payable not less frequently than annually over a specified period 

o f  10 years or more;

(C) a distribution that is required under 26 U.S.C. 401(a)(9);

(D) the portion of any distribution that is not includaelc in

gross income;

(E) a distribution that is on account o f  hardship; and

(F) other distributions that are reasonably expected to total less 

than S200 during a year.

Sec. 39.35.770. T ransm itta l  of contributions. All contributions deducted in 

accordance with AS 39.35.700 • 39.35.990 shall be transmitted to the plan for deposit 

in the trust fund as soon as administratively feasible, but in no event later than 15 days 

following the close o f  the payroll period.

Sec. 39.35.780. Limitations on contributions. Notwithstanding any other
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provisions o f  this plan, the annual additions to each member's individual account 

under this plan and under all defined contribution plans o f  the employer required to be

aggregated with the contributions from this plan under the provisions o f  26 U.S.C. 415 

may not exceed, for any limitation year, the amount permitted under 26 U.S.C. 415 a

the limitation o f  26 U.S.C. 415(c) for any limitation year, the administrator shall tala 

any necessary remedial action to correct an excess contribution. The provisions o f  2< 

U.S.C. 415, and the regulations adopted under that statute, as applied to qualifiec 

defined contribution plans o f  governmental employees are incorporated as part o f  th< 

terms and conditions o f  the plan.

Sec. 39.35.790. Vesting, (a) A participating member is immediately and 

fully vested in that member's contributions and related earnings.

(b) A member shall be fully vested in the employer contributions made on that 

member's behalf, and related earnings, after five years o f  service. A member is 

partially vested in the employer contributions made on that member’s behalf, and the 

related earnings, in the ratio of

Sec. 39.35.800. Investment of individual accounts, (a) The board shall 

provide a range o f  investment options and permit a participant to exercise investment 

control over the participant's assets in the member's individual account as provided in

the participant is not considered a Fiduciary for any reason on the basis o f  exercising 

that control.

(b) A participant may direct investment ol" plan funds held in an account

(c) A participant may elect to change or transfer all or a portion o f  the

among available investment funds in accordance with rules established by the board.

this section. If a participant exercises control over the assets in the individual account,

any time. I f  the amount of a member's defined contribution plan contributions exceed

(1) 25 percent with two years o f  service;

(2) 50 percent with three years o f  service; and

(3) 75 percent with four years o f  service.

participant's existing account balance among available investment funds not more 

often than once each day in accordance with the rules established by the administrator. 

Only the last election received by the administrator before the transmittal of
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1 contributions to the trust fund for allocation to the individual account shall be used to

2 direct the investment o f  the contributions received.

3 (d) Except to the extent clearly set out in the terms o f  the investment plans

4 I offered by the employer to the employee, the employer is not liable to the participant

5 n for investment losses if  the prudent investment standard has been met.

6 I (e) The employer, administrator, state, board, or a person or entity who is

7 |  otherwise a fiduciary is not liable by reason for any participant's investment loss that

8 1 results from the participant's directing the investment o f  plan assets allocated to the

9 |  participant's account.

10 |  (f) To the extent that a member's individual account has been divided <is

11 U provided in a qualified domestic relations order between participants, each participant

12 I shall be treated as the holder o f  a separate individual account for purposes o f

13 I investment yields, decisions, transfers, and time limitations imposed by this section.

14 I Sec. 39.35.810. D istribution election at te rm ination, (a) A member is

15 eligible to elect distribution o f  the member's account in accordance with this section

16 60 days after termination o f  employment.

17 (b) Notwithstanding fa) o f  this section, distribution o f  all or a portion of the

IS individual account o f  a member may take place before the 60th day after the

19 termination o f  employment with the approval o f  the administrator if  the member

20 V makes a written request for a distribution under this subsection. The member's spouse

21 I must consent to the request in writing if the member is married. Distribution of ait

22 i  individual account may only be made on account o f  an immediate and heavy financial

23 need o f  the member for the following reasons and in the amount the need is

24 demonstrated for

25 (1) medical care described in 26 U.S.C. 213(d) incurred by the

26 member, the member's spouse, or the member's dependent, or necessary to obtain that

27 medical care;

28 (2) tlie purchase o f  a principal residence for the member;

29 (3) postsecondary education tuition and related educational fees for the

30 next 12-month period for the member, the member's spouse, or a dependent o f  the

31 I member; in this paragraph, "dependent" has the meaning given in 26 U.S.C. 152;
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(4) prevention o f  the eviction o f  the member from the member

WORK DRAFT 24-LS0637\

principal residence or foreclosure on the mortgage o f  the member's principal 

residence; or

Treasury, Internal Revenue Sendee, in a revenue ruling, notice, or other document of 

general applicability that satisfies the safe harbor definition o f  hardship under 

regulations adopted under 26 U.S.C. 401 (k).

(c) If a member dies before benefits commence, the member's beneficiary is

individual account.

(d) Distributions are payable to an alternate payee in accordance with the

terms and conditions o f  a qualified domestic relations order that is received and

approved by the administrator as specified in AS 39.35.860.

(e) Distributions that are being paid to a member may not be affected by the 

member's subsequent reemployment with the employer. Upon reemployment, a new 

individual account shall be est: otished for the member to which any future 

contributions shall be allocated. Upon subsequent termination o f  employment, t' ■ 

member's new individual account shall be distributed in accordance with this section.

See. 39.35.820. Form s of distribution, (a) A participant may elect to receive 

the participant's share o f  the individual account in a

(1) lump sum payment, which is a single payment o f  the entire balance

in the account;

(2) periodic lump sum payment, which is a payment o f  a portion o f  the 

balance in the account, not more than twice each year;

(3) period certain annuity payment, which is an annuity payable in a 

fixed number o f  monthly installments for a duration o f  60, 120, or 1 SO months;

(4) life annuity with a period certain payment, which is an annuity 

payable until the later o f  the first day of the month in which the annuitant's death 

occurs, or the date on which the payment o f  a fixed number o f  monthly installments is 

completed; the period certain for installments is 120 or 180 months; I

(5) any need prescribed by the United States Department o f  the

immediately eligible to elect distribution o f  the member's share o f  the member's

(5) single life annuity payment, which is an annuity payable monthly

-7 ')-
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until the first o f  the month in which the annuitant's death occurs; or

(6) joint and survivor annuity payment, which is an annuity payable 

monthly to the member until the first of the month in which the member's death 

occurs; after the member's death, a survivor annuity equal to 50 percent or 100 percent

the joint annuitant for the remainder o f  the survivor's lifetime.

(b) Upon the death o f  an annuitant whose payments have commenced, a 

annuitant's beneficiary shall receive further payments only to the extent provided i: 

accordance with the form o f  payment that was being made to the annuitant. Th

under the method o f  distribution being used before the annuitant's death.

(c) I f  a participant dies before the distribution commencement date 

distribution o f  the participant's entire interest to a beneficiary shall be payable in any 

form other than a jo int and survivor annuity.

(d) If  an unmarried member or other participant fails to elect a form oi 

payment before the distribution commencement date, the account shall be paid to a 

beneficiary in the form o f  a lump sum to the extent required by the minimum 

distribution requirements set out in the Internal Revenue Code. If a married member 

fails to elect a form o f  payment before the distribution commencement date, the 

account shall be paid in the form o f  a 50 percent jo in t and survivor annuity, with the 

member’s spouse as the joint annuitant.

Sec. 39.35.830. M an n e r  of electing d is tr ibu tions ,  (a) Any election or any 

alteration or revocation o f  a prior election by a participant for any purpose under this 

plan shall be on forms or made in a manner prescribed for that purpose by the plan 

administrator. To be effective, the forms required or the required action for any 

purpose under this plan must be completed and received in accordance with 

regulations adopted by the commissioner o f  administration.

(b) At any time, but not less than seven days before the benefit 

commencement date, a member, alternate payee, or beneficiary may change

of  the member's benefit, as previously elected by the member, shall be paid monthly to

remaining portion o f  the interest shall continue to be distributed at least as rapidly a:

(1) the form o f  payment election;

(2) an election to commence benefits; or
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(3) the joint annuitant designation.

(c) Changes in elections are not allowed on or after seven days before the 

benefit commencement date.

See. 39.35.840. Distribution requ irem ents ,  (a) Payments to a  participant 

shall commence as soon as administratively feasible following the distribution 

commencement date. The distribution commencement date is the first date on which 

one o f  the following occurs:

(1) a member meets the requirements o f  AS 39.35.810 and has made a 

complete application for payment under AS 39.35.830;

(2) a participant has elected to defer receipt o f  the account to a date 

specified, the date has been attained, and the participant has made a complete 

application for payment;

(3) a member attains normal retirement age and has not made an 

application for payment or elected to defer receipt o f  the account to a date later than 

normal retirement age;

(4) a member's beneficiary does not make an application for benefits 

and five years have elapsed since the member's death;

(5) notwithstanding (a) o f  this section, a participant whose account has 

a balance o f  $1,000 or less meets the requirements o f  AS 39.35.810, at which time the 

participant must take payment o f  the participant's account.

(b) The entire interest o f  a member must be distributed or must begin to be 

distributed not later than the member's required beginning date.

(c) I f  a member dies after the distribution o f  the member's interest has begun 

but before the distribution has been completed, the remaining portion o f  ihe interest 

shall continue to be distributed at least as rapidly as under the method o f  distribution 

being used before the member's death.

(d) I f  a member has made a distribution election and dies before the 

distribution o f  the member's interest begins, distribution o f  the member's entire interest 

shall be completed by December 31 o f  the calendar year containing the fifth 

anniversary o f  the member's death. However, if  any portion o f  the member's interest 

is payable to a designated beneficiary, distributions may be made over the life o f  the

L
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1 designated beneficiary or over a period certain not greater dian the life expectancy of

2 the designated beneficiary, commencing on or before December 31 o f  the calendar

3 year immediately following the calendar year in which the m ember died, and, if the

4 designated beneficiary is the member's surviving spouse, the date distributions are

5 required to begin may not be earlier than the later of December 31 o f  the calendar year

6 (1) immediately following the calendar year in which the member died, or (2) in which

7 the member would have attained 70 1/2 years o f  age, whichever is earlier. If the

8 surviving spouse dies after tl.;  member but before payments to the spouse have begun,

9 the provisions o f  thi* subsection apply as if  the surviving spouse were the member.

10 An amount paid to a child o f  the member shall be treated as i f  it were paid to the

11 surviving spouse if  the amount becomes payable to the surviving spouse when the

12 child reaches the age o f  majority.

13 (e) I f  a member has not made a distribution election before the member's

14 death, the member's designated beneficiary must elect the method o f  distribution not

15 later than December 31 o f  the calendar year (1) in which distributions would be

16 required to begin under this section, or (2) that contains the fifth anniversary of the

17 date o f  deal), o f  the member, whichever is earlier. I f  the m ember does not have a

18 designated beneficiary or if  the designated beneficiary does not elect a method o f

19 distribution, distribution o f  the member's entire interest must be completed by

20 December 31 o f  the calendar year containing the fifth anniversary o f  the member's

21 death.

22 (1) For purposes of (b) o f  this section, distribution o f  a member's interest is

23 considered to begin (1) on the member's required beginning date, or (2) if the

24 designated beneficiary is the member's surviving spouse and the surviving spouse dies

25 after the member but before payments to the spouse have begun, on the date

26 distribution is required to begin to the surviving spouse. 11' distribution in the form o f

27 an annuity irrevocably commences to the member before the required beginning date,

28 the date distribution is considered to begin is the date that the distribution actually

29 commences.

30 (g) Notwithstanding any contrary provisions o f  AS 39.35.700 - 39.35.990, the

31 requirements o f  this section apply to all distributions o f  a member's interest and take
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precedence over any inconsistent provisions o f  AS 39.35.700 - 39.35.990.

(h) All distributions required under this section are determined and i ade in 

accordance with 26 U.S.C. 401(a)(9) and regulations adopted under that statute, 

including any minimum distribution incidental benefit requirement.

(i) In this section,

(1) "designated beneficiary" means the individual who is designated as 

the beneficiary under the plan in accordance with 26 U.S.C. 401(a)(9) and regulations 

adopted under that statute;

(2) "required beginning date" means the first day o f  April o f  the 

calendar year following the calendar year in which the m ember either attains 70 1/2 

years o f  age or actually terminates employment, whichever is later.

See. 39.35.850. Designation o f  beneficiary, (a) Each participant shall have 

the right to designate a beneficiary and shall have the right, at any time, to revoke the 

designation or to substitute another beneficiary, subject to the following limitation: if a 

married member elects a nonspouse beneficiary, the value o f  the benefit payable to the 

beneficiary may not exceed 50 percent o f  the member's portion o f  the account balance, 

and the member's spouse shall automatically be considered the beneficiary for the 

remaining 50 percent o f  the account balance, unless the spouse consents to the 

beneficiary designation in a writing that is notarized or witnessed by the administrator. 

If  the spouse consents in this manner, a married member may designate a nonspouse 

beneficiary for the entire benefit or any portion the benefit as part o f  an available form 

o f  payment contained in this plan,

(1) except to the extent a qualified domestic relations order filed with 

the administrator provides for payment to a former spouse or other dependent o f  the 

member; or

(2) unless the member filed a revocation o f  beneficiary accompanied 

by a written consent lo the revocation from the present spouse and each person entitled 

under the order; however, consent o f  the present spouse is not required if the member 

and the present spouse had been married for less than one year on the date o f  the 

member's death and if  the member established when filing the revocation that the 

member and the present spouse were not cohabiting.
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1 (b) Except as provided in (a) of this section, the member may change or

2 revoke the designation without notice to the beneficiary or beneficiaries at any time.

3 If a member designates more than one beneficiary, each shares equally unless the

4 member specifies a different allocation or preference. The designation o f  a

5 beneficiary, a change or revocation o f  a beneficiary, and a consent to revocation of a

6 beneficiary shall be made on a form provided by the administrator ^nd is not effective

7 until filed with the administrator.

8 (c) I f  a member fails to designate a beneficiary, or i f  no designated beneficiary

9 survives the member, the death benefit shall be paid

10 (1) to the surviving spouse or, i f  there is none surviving;

11 (2) to the surviving children o f  the m ember in equal parts or, if  there

12 are none surviving;

13 (3) to the surviving parents in equal parts or, if  there are none

14 surviving;

15 (4) to the estate.

16 (d) A person claiming entitlement to benefits payable under AS 39.35.700 -

17 39.35.990 as a consequence of a member's death shall provide the administrator with a

18 |  marriage certificate, divorce or dissolution judgment, or other evidence o f  entitlement.

19 U Documents establishing entitlement may be filed with the administrator immediately

20 I after a change in the member's marital status. I f  the administrator does not receive

21 notification o f  a claim before the date 10 days after the member's death, the person

22 claiming entitlement is not entitled to receive from the division o f  retirement and

23 benefits any benefit already paid by the administrator.

24 Sec. 39.35.860. Rights und er  qualified dom estic relations order ,  (r)

25 I Notwithstanding the nonalienation provisions in AS 39.35.900(a), the plan

26 I administrator may direct that benefits be paid to someone other than a member or

27 D beneficiary under a valid qualified domestic relations order that is executed by the

28 I judge o f  a competent court in accordance with applicable state law and that has been

29 N accepted by the administrator.

30 (b) The administrator shall determine whether an order meets the requirements

31 o f  this section within a reasonable period after receiving an order. The administrator
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shall notify the member and any alternate payee that an order has been received and 

indicate to the member and any alternate payee when the order is accepted. A separate 

account for the alternate payee portion shall be established as soon as administratively 

feasible alter the order has been accepted by the administrator.

Sec. 39.35.870. Eligibility to elect m edical benefits, (a) A member is 

eligible to elect the medical benefits under AS 39.35.880 if  the member

(1) has at least 25 years o f  service as a peace officer or fire fighter or at 

least 30 years o f  service for all other employees; or

(2) is 65 years o f  age and has at least 10 years o f  service.

(b) A member's surviving spouse is eligible to elect medical benefits under 

AS 39.35.880 i f  the member had elected, or was eligible to elect medical benefits at 

the time o f  the member's death.

(c) Members shall elect or reject medical benefits on the forms and in the 

manner prescribed by the administrator. The decision to elect or reject benefits is 

irrevocable.

(d) Election o f  the retiree major medical insurance plan is not required in 

order to elect participation in the health reimbursement arrangement.

(e) A person eligible to elect medical benefits is not required to participate in 

the health reimbursement arrangement in order to elect participation in the retiree 

major medical insurance plan. I

(1) An eligible person must make the irrevocable election to participate or not 

participate in the retiree major medical insurance by reaching 70 1/2 years o f  age, or 

upon termination o f  employment, whichever is laier.

Sec. 39.35.880. Medical benefits, (a) The medical benefits available to 

eligible persons are access to the retiree major medical insurance plan and to the 

health reimbursement arrangement under AS 39.30.300. Access to the retiree major 

medical insurance plan means that an eligible person may not be denied insurance 

coverage except for failure to pay the required premium.

(b) Retiree major medical insurance plan coverage elected by an eligible 

member under this section covers the eligible member, the spouse o f  the eligible 

member, and the dependent children o f  the eligible member.
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] (c) Retiree major medical insurance plan coverage elected by a surviving

2 spouse o f  an eligible member under this section covers the surviving spouse and the

3 dependent children of the eligible member who are dependent on the surviving spouse.

4 (d) Major medical insurance coverage takes effect on the first day of the

5 month following the date o f  the administrator's approval o f  the election and stops

6 when the person who elects coverage dies or fails to make a required premium

7 payment.

8 (e) The coverage for persons 65 years o f  age or older is the same as that

9 available for persons under 65 years o f  age. The benefits payable to those persons 65

10 years o f  age or older supplement any benefits provided under the federal old age,

11 survivors and disability insurance program.

12 (f) The medical and optional insurance premiums owed by the person who

13 elects coverage may be deducted frci*. the health reimbursement arrangement. If the

14 amount o f  die health reimbursement arrangement becomes insufficient to pay the

15 premiums, the person who elects coverage under (a) o f  this section shall pay the

16 premiums directly.

17 (g) The cost o f  premiums for retiree major medical insurance coverage for an

18 eligible member or surviving spouse who is

19 (1) not eligible for Medicare is an amount equal to the full monthly

20 group premiums for retiree major medical insurance coverage;

21 | (2) eligible for Medicare is the following percentage o f  the premium

22 amounts established for retirees who are eligible for Medicare:

23 (A) 30 percent if  the member had 10 or more, but less than 15,

24 years o f  service;

25 (B) 25 percent if  the member had 15 or more, but less than 20,

26 years o f  service;

27 (C) 20 percent if  the member had 20 or more, but less than 25.

2S years o f  service;

29 (D) 15 percent if  the member had 25 or more, but less than 30,

30 years o f  service;

31 (Ii) 10 percent if  the member had 30 or more years o f  service.
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(h) The eligibility for retiree major medical insurance coverage for an 

alternate payee under a qualified domestic relations order shall be determined based 

on the eligibility o f  the member to elect coverage, The alternate payee shall pay the 

lull monthly premium for retiree major medical insurance coverage.

(i) A person who is entitled to retiree major medical insurance coverage shall

(1) be informed by the administrator in writing

(A) that the health insurance coverage available to retired 

members may be different from the health insurance coverage provided to 

employees;

(B) o f  time limits for selecting optional health insurance 

coverage and whether the election is irrevocable; and

(2) indicate in writing on a form provided by the administrator that the 

person has received the information required by this subsection and whether the 

person has chosen to receive optional health insurance coverage.

(j) The monthly group premiums for retiree major medical insurance coverage 

are established by the administrator in accordance with AS 39.30.095. Nothing in 

AS 39.35.700 - 39.35.990 guarantees a person who elects coverage under (a) o f  this 

section a monthly group premium rate for retiree major medical insurance coverage 

other than the premium in effect for the month in which the premium is due for 

coverage for that month.

(k) In this section, "health reimbursement arrangement" means the plan 

established in AS 39.30.300,

Sec. 39.35.890. A m endm en t mid te rm ination  o f  plan, (a) The state has the 

right to amend the plan at any lime and from time to time, in whole or in part, 

including the right to make retroactive amendments referred to in 26 U.S.C. 401(b).

(b) The plan administrator may not modify or amend the plan retroactively in 

such a manner as to reduce the benefits of any member accrued to date under the plan 

by reason o f  contributions made before the modification or amendment except to the 

extent that the reduction is permitted by the Internal Revenue Code.

(c) The state may, in its discretion, terminate the plan in whole or part at any 

time without liability,for l le termination. If the plan is terminated, all investments
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1 remain in force until all individual accounts have been completely distributed under

2 the plan, and, after all plan liabilities are satisfied, excess assets revert to the employer.

3 (d) Any contribution made by an employer to the plan because o f  a  mistake o f

4 fact must be returned to the employer by the administrator within one year after the

5 contribution or discovery, whichever is later.

6 See 39.35.900. Exclusive benefit, (a) The corpus or income o f  the assets

7 held in trust as required by the plan may not be diverted or used for other than the

8 exclusive benefit o f  the participants.

9 (b) I f  plan benefits are provided through the distribution o f  annuity or

10 insurance contracts, any refunds or credits in excess o f  plan benefits due to dividends,

11 earnings, or other experience rating credits, or surrender or cancellation credits, shall

12 be paid to the trust fund.

13 (c) The assets o f  the plan may not be used to pay premiums or contributions of

14 the employer under another plan maintained by the employer.

15 Sec. 39.35.910. N onguarantce of re tu rn s ,  ra tes, or benefit am ounts . The

16 plan created by AS 39.35.700 - 39.35.990 is a defined contribution plan, not a defined

17 benefit plan. The amount o f  money in the account o f  a participant depends on the

18 amount o f  contributions and the rate o f  return from investments o f  the account that

19 varies over time. If  benefits are paid in the form o f  an annuity, the benefit amount

20 payable is dependent on the amount o f  money in the account and the interest rates

21 applied and service fees charged by the annuity payor at the time benefits arc first

22 paid. Nothing in this plan guarantees a participant

23 f I ) a rate o f  return or interest rate other than that actually earned by the

24 account o f  the participant, less applicable administrative expenses; or

25 (2) an annuity based on interest rates or service charges other than

26 interest rates available from and service charges by the annuity payor in effect at the

27 time the annuity is paid.

28 |  See. 39.35.920. N onguarantce of em ploym ent. The provisions of

29 |  AS 39.35.700 - 39.35.990 are not a contract o f  employment between an employer and

30 an employee, nor do they confer a right o f  an employee to be continued in the

31 employment o f  an employer, nor are they a limitation o f  the right o f  an employer to
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discharge an employee with or without cause.

Sec. 39.35.930. F raud. A person who knowingly makes a false statement or

is guilty o f  a class A misdemeanor.

Sec. 39.35.940. T ransfe r  into defined contribution plan by nonvcstcd 

m em bers  o f  defined benefit plan, (a) Subject to (g) o f  this section, an active 

member o f  the defined benefit retirement plan o f  the teachers' retirement system is 

eligible to participate in the defined contribution retirement plan established under 

AS 39.35.700 - 39.35.990, if that member has not vested. Participation in the defined 

contribution retirement plan is in lieu o f  participation in the defined benefit retirement 

plan established under AS 39.35.095 - 39.35.6S0.

(b) A member who has vested in a defined benefit retirement plan is not 

eligible to transfer under this section.

(c) Each eligible member who elects to participate in the defined contribution 

retirement plan shall have transferred to a new account the present value o f  the 

member contribution account balance held in trust for the member under the defined 

benefit retirement plan o f  the public employees' retirement system. A  matching 

employer contribution shall be made on behalf o f  that employee to the new  account. I 

Upon a transfer, all service credit previously earned under the defined benefit 

retirement plan shall be nullified for purposes o f  entitlement to a future benefit under 

the defined benefit retirement plan but shall be credited for purposes o f  eligibility to 

elect medical benefits under AS 39.35.870. An eligible member whose accounts are 

subject to a qualified domestic relations order may not make an election to participate 

in the defined contribution retirement plan under this subsection unless the qualified 

domestic relations order is amended or vacated and court-certified copies ol the order 

arc received by the administrator.

(d) As directed by the participant, the board shall transfer or cause to be 

transferred the appropriate amounts to the designated account. The board shall 

establish transfer procedures by regulation, but the actual transfer may not be later 

than 30 days after the effective date o f  the member's participation in the defined | 

contribution retirement plan unless the major financial markets for securities available

falsifies or permits to be falsified a record o f  this plan in an attempt to defraud the plan
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1 for a transfer are seriously disrupted by an unforeseen event that also causes the

2 suspension o f  trading on any national securities exchange in the country' where the

3 securities were issued. In that event, the 30-day period o f  time may be extended by a

4 resolution o f  the board o f  trustees. Transfers are not coinmissionable or subject to

5 other fees and may be in the form o f  securities or cash as determined by the board.

6 Securities shall be valued as o f  the date o f  receipt in the participant's account.

7 (e) If the board or the administrator receives notification from the United

8 States Department o f  the Treasury, Internal Revenue Service, that this section or a

9 portion o f  this section will cause the retirement system under this chapter, or a portion

10 o f  the retirement system under this chapter, lo be disqualified for tax purposes under

11 the Internal Revenue Code, the portion that will cause the disqualification does not

12 apply, and the board and the administrator shall notify the presiding officers of the

13 legislature.

14 (f) The election to participate in the defined contribution retirement plan must

15 be made in writing on forms and in the manner prescribed by the administrator.

16 Before acceptim.' an election to participate in the defined contribution retirement plan.

17 the administrator must provide the employee planning on making an election to

18 participate in the defined contribution retirement plan with information, including

19 calculations to illustrate the effect o f  moving the employee's retirement plan from the

20 defined benefit retirement plan to the defined contribution retirement plan as well as

21 other information to clearly inform the employee o f  the potential consequences o f  the

22 employee's election. An election made under this subsection to participate in the

23 defined contribution retirement plan is irrevocable. Upon making the election, the

24 | participant shall be enrolled as a member o f  the defined contribution retirement plan,

25 the member’s participation in the plan shall be governed by the provisions of

26 AS 39.35.700 - 3 9 . 3 5 . 9 9 0 ,  and the member's participation in the defined benefit

27 retirement plan under AS 39.35 115 shall terminate. The participant's enrollment in

28 the defined contiibution letircmcnt plan shall be effective the first day o f  the month

29 || after the administrator receives the completed enrollment forms. An election made by

30 || an eligible member who is married is not effective unless the election is signed by the

31 |j individual’s spouse.

CSSH M l(I'IN) - v o -

: in w  T e x t  u n d e r l in e d  (DELETED TEXT BRACKETED]



1 (g) A member may make an election under this section only if the member's

2 employer participates in both the defined benefits retirement plan and the defined

3 contribution retirement plan and consents to transfers under this section. The

4 employer shall notify the administrator if  the employer consents to allowing the

5 employer's members to choose to transfer from the defined benefits retirement plan lo

6 the defined contribution retirement plan under this section. An employer's notice to

7 allow transfers is irrevocable and applicable to all eligible employees o f  the employer.

8 (h) In this section,

9 (I)  "defined benefit retirement plan" means the retirement plan

10 established in AS 39.35.095 - 39.35.680;

11 (2) "defined contribution retirement plan" means the retirement plan

12 established in AS 39.35.700-39.35.990.

13 Sec. 39.35.950. Request by political subdivision to partic ipa te  and

14 adoption of resolution. A municipality or other political subdivision o f  the state may

15 request to become an employer in this plan. The request shall be made after adoption

16 o f  a resolution by the legislative body o f  the political subdivision and after approval o f

17 the resolution by the person required by law to approve the resolution. A certified

18 copy o f  the resolution shall be filed with the administral r. II’ the administrator

19 approves the request for participation, the political subdivision is an employer o f  the

20 plan.

21 Sec. 39.35.955. Request by public o rganization  to partic ipate  and

22 adoption of resolution. A public organization may request to become an employer in

23 this plan. The request shall be made after fdoption o f  a resolution by the governing

24 body o f  the public organization. A certified copy o f  the resolution shall be filed with

25 the administrator. It the administrator approves the request tor participation, the

26 public organization is an employer of the plan.

27 See. 39.35.960. M em bersh ip  in teachers ' and  public employees'

28 re tirem ent systems. A person who is employed at least half-time in the public

29 employees’ defined contribution retirement plan (AS 39.35.700 - 3 9 .35.990) during the

30 same period that the person is employed at least half-time in a position in the teachers'

! 1 I defined contribution retirement plan (AS 14 25.310 - 14.25.590) shall receive credited

WORK DRAFT WORK DRAFT 24-LS(J637\Y
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service under each plan for half-lime employment. However, the amount o f  credited 

service a person receives under the public employees' defined contribution retirement 

plan during a school year may not exceed the amount necessary, when added to the 

amount o f  credited service earned during the school year under the teachers' defined 

contribution retirement plan, to equal one year o f  credited service.

Sec. 39.35.965. Arm y and  a i r  national guard  employees. A regular full­

time civilian employee o f  the Alaska Army National Guard and Air National Guard 

whose entire salary is paid from allotted federal funds is included in the public 

employees' defined contribution retirement plan (AS 39.35.700 - 39.35.990) if  the 

federal or state government pays the employer's contributions. If the amount that the 

federal government may legally contribute to the plan is lower than the required 

employer's contribution, the state government shall contribute the d if f ren c e .  If the 

employer's contributions are not paid when due, service credit fo; the period of 

delinquency may not be granted until the contributions are paid.

Sec. 39.35.970. North Pacific F ishery  M anagem ent Council employees. 

An employee o f  the North Pacific Fisher)’ Management Council appointed under 16 

U.S.C. 1852(0(1) (Sec. 302(0(1) o f  P.L. 94-265) whose compensation is paid from 

allotted federal funds is included in the public employees' defined contribution 

retirement plan (AS 39.35.700 - 39.35.990) i f  the council pays the employer's 

contributions. If the employer's contributions are not paid when due. credited sendee 

for the period o f  delinquency may not be granted until the contributions are paid.

Sec. 39.35.975. A dm in istra tive  d irec to r  of courts. An administrative 

director o f  the Alaska Court System who withdraws from the judicial retirement 

system under AS 22.25.012 is eligible for membership in the public employees' 

defined contribution retirement plan (AS 39.35.700 - 39.35.990).

Sec. 3 9 .3 5 .99 0 .  Definitions. In AS 39.35.700 - 39.35.990, unless the context 

requires Otherwise,

(1) "administrator" means the commissioner o f  administration or the 

commissioner’s designee;

(2) "alternate payee" means the person for whom an amount has been 

separated into an account under a qualified domestic relations order;
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(3) "annuitant" means a member, beneficiary, or alternate payee who is 

receiving a benefit under this plan;

(4) "beneficiary" means the person or persons entitled under the 

provisions o f  this plan to receive benefits after the death o f  a member or alternate 

payee;

(5) "board" has the meaning given in AS 39.35.680;

(6) "calendar year" has the meaning given in AS 39.35.680;

(7) "compensation"

(A) means

(i) the total remuneration earned by an employee for 

personal services rendered, including cost-of-living differentials, as 

reported on the employee's Federal Income Tax Withholding Statement 

(Form W-2) from the employer for the calendar year;

(ii) 1he member contribution to the public employees' 

retirement system under AS 39.35.730, employee deferrals under 

AS 39.45.010, the wage reduction amount contributed to the Alaska 

Supplemental Annuity Plan under AS 39.30.150(a), and the wage 

reduction amount contributed to the Alaska Supplemental Benefit Plan 

under AS 39.30.150(c), as those statutes may be amended from time to 

time;

(B) does not include retirement benefits, severance pay or other 

separation bonuses, welfare benefits, per diem, expense allowances, workers' 

compensation payments, payments for leave not used whether those leave 

payments are scheduled payments, lump-sum payments, donations, or cash-ins, 

any remuneration contributed by the employer for or on account o f  the 

employee under this plan or under any other qualified or nonqualified 

employee benefit plan, any remuneration not specifically included above 

which would have been excluded under 26 U.S.C. 3121(a) (Internal Revenue 

Code) if the employer had remained in the Federal Social Security System, or 

any remuneration paid by the empk yer in excess o f  the Social Security 

Taxable Wage Base for the calendar vear;

-«>3-
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(C) notwithstanding (B) o f  this paragraph, includes any amount 

tiiut is contributed by the employer under a salary reduction agreement and that 

is not includible in the gross income o f  the employee under 26 U.S.C. 125, 

132(f)(4), 402(e)(3), 402(h)(1)(B) or 403(b) (Internal Revenue Code); the 

annual compensation limitation for the member, which is so taken into account 

for those purposes, may not exceed $200,000, as adjusted for the cost o f  living 

in accordance with 26 U.S.C. 401(a)(l 7)(B) (Internal Revenue Code), with the 

limitation for a fiscal year being the limitation in effect for the calendar year 

within which the fiscal year begins;

(8) "dependent child" has the meaning given in AS 39.35.6S0;

(9) "distribution commencement date" has the meaning given in 

AS 39.35.840(a);

(10) "employer" means

(A) the State o f  Alaska; or

(B) a political subdivision or public organization o f  the state 

that participates in the plan;

(11) "fund" means the assets o f  the plan;

(12) "individual account" means the total maintained by the plan in an 

investment account within the trust fund, established for each member for the purposes 

o f  allocation o f  the member's contributions, the employer's contributions on behalf o f  

the member, and earnings credited to each of those contributions, investment gains 

and losses, and expenses; as well as reporting o f  the member's benefit under the plan;

(13) "Internal Revenue Code" means the Internal Revenue Code of 

1986. as amended;

(14) "investment funds" means those separate funds that are provided 

within and that make up the trust fund and that are established for the purpose of 

directing investment through the exercise o f  the sole control o f  a member, beneficiary, 

or alternate payee under the terms o f  the plan and trust agreement;

(15) "limitation year" means the year for which contributions are made 

to a member's individual account as reported to the Internal Revenue Service and as 

meets the limits described in 26 U.S.C. 415(e);
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(16) "member" means an employee o f  an employer or former 

employee o f  an employer who retains a right to benefits under the plan;

(17) "membership sendee" means full-time or part-time employment 

with an employer in the plan;

(18) "normal retirement age" means 65 years o f  age;

(19) "participant" means the person who has a vested right to an 

individual account, such as a member, an alternate payee i f  the account is subject to a 

qualified domestic relations order, the member's beneficiary if the m ember is 

deceased, or an alternate payee's beneficiary if the alternate payee is deceased;

(20) "peace officer" or "fire fighter" has the meaning given in

AS 39.35.680;

(21) "plan" means the iCtirement plan established in AS 39.35.700

39.35.990;

(22) "prudent investment standard" means the degree o f  care, skill, 

prudence, and diligence under the circumstances then prevailing that a prudent person 

acting in a like capacity and familiar with such matters would use in the conduct o f  an 

enterprise o f  a like character and with like aims;

(23) "qualified domestic relations order" means a divorce or 

dissolution judgment under AS 25.24, including an order approving a property 

settlement, that

(A) creates or recognizes the existence o f  an alternate payee's 

right to, or assigns to an alternate payee the right to, receive all or a portion of 

an individual account or the benefits payable with respect to a member;

(13) sets out the name and last known mailing address, if  any. of 

the member and o f  each alternate payee covered by the order;

(C) sets out the amount or percentage o f  the member’s benefit, 

or o f  any survivor's benefit, to be paid to the alternate payee, or sets out the 

manner in which that amount or percentage is to be determined;

(O) sets out the number o f  payments or period to which the

order applies;

( li) sets out the retirement plan to which the order applies;
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1 (F) does not require any type or form o f  benefit or any option

2 not otherwise provided by AS 39.35.700 - 39.35.990;

3 (G) does not require an increase o f  benefits in excess o f  the

4 amount provided by AS 39.35.700 - 39.35.990; and

5 (H) does not require the payment to an alternate payee of

6 benefits that are required to be paid to another alternate payee under another

7 order previously determined to be a qualified domestic relations order;

8 (24) "retiree" means an eligible person who has elected to receive

9 medical benefits under AS 39.35.880;

10 (25) "surviving spouse" means the spouse o f  an employee who has

11 been married to the employee for at least one year at the time o f  the employee1, death;

12 (26) "system" has the meaning given in AS 39.35.680; j

13 (27) "year o f  service" means the equivalent o f  52 weeks o f  permanent

14 full-time employment, which may consist o f  a combination o f  permanent full-time or

15 permanent part-time membership sendee; in this paragraph, "permanent full-time" and

16 "permanent part-time" have the meanings given in AS 39.35.680.

17 * See. 102. AS 39.45.030(a) is amended to read:

18 (a) The Alaska Retirem ent M anagem ent [STATE PENSION

19 INVESTMENT] Board is authorized, subject to contracts with individual employees,

20 to invest the funds held under a deferred compensation program. The board has the

21 same powers and duties concerning the management and investment in regard to those

22 funds as are provided under AS 37.10.220 IAS 14.25.180],

23 * Sec. 103. AS 39.45.030(g) is amended to read:

24 (g) In this section, "board" means the Alaska Retirem ent M anagem ent

25 |STATE PENSION INVESTMENT] Board.

26 * Sec. 104. AS 39.45.060 is amended by adding a new paragraph to read:

27 (2) "board" means the trustees o f  the Alaska Retirement Management

28 Board established under AS 37.10.210.

2q * See. 105. AS 30.50.200(a)(9) is amended to read:

30 (9) "public official" means

31 (A) a judicial officer;

WORK DRAFT WORK DRAFT 24-LS0637\Y
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1 (B) the governor or the lieutenant governor;

2 (C) a person hired or appointed in a department in the

3 executive branch as

4 ( i )  the head or deputy head o f  the departm ent;
5 (ii) the director or deputy director o f  a division;

6 (iii) a special assistant to the head o f  the department;

7 (iv) a person serving as the legislative liaison for the

8 department;

9 (D) an assistant to the governor or the lieutenant governor;

10 (E) the chair or a member o f  a state commission or board

11 [OTHER THAN PHYSICIAN MEMBERS OR ALTERNATES OF THE

12 ALASKA TEACHERS' RETIREMENT BOARD APPOINTED UNDER

13 AS 14.25.035(a)(2) OR OF THE PUBLIC EM PLOYEES' RETIREMENT I

14 BOARD APPOINTED UNDER AS 39.35.030(d);]

15 (F) state investment officers and the state comptroller in the

16 Department o f  Revenue;

17 (G) [REPEALED

18 (H)] the chief procurement officer appointed und<S

19 AS 36.30.010; |

20 £H] [(I)] the executive director o f  the Alaska Workforce

21 Investment Board; and

22 iii [GO] each appointed or elected m unicipal o fficer;
23 * See. 106. AS 39.50.200(b)(54) is amended to read:

24 I (54) Alaska Retirement M anagem ent [STATE PENSION

25 INVESTMENT] Board (AS 37.10.210);

26 * Sec. 107. AS 44.25.020(2) is amended to read:

27 (2) collect, account for, h aw  custody of, invest, and manage all state

28 funds and all revenues o f  the stale except revenues incidental to a program o f  licensing

29 and regulation carried on by another state department, funds managed and invested by

30 the Alaska Retirem ent M imnucmcnt [STATE PENSION INVESTMENT] Board,

31 and as otherwise provided by law ;
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* See. 108. AS 44.25.028(a) is amended to read:

(a) The commissioner o f  revenue may designate employees o f  the Department 

o f  Revenue who arc subject to the provisions o f  AS 39.50 because o f  their 

responsibility for participating in the management or investment o f  the funds for 

which the Alaska R etirem ent M anagem ent [STATE PENSION INVESTMENT] 

Board is responsible.

* Sec. 109. AS 44.25.028(b) is amended to read:

(b) If  an officer or employee o f  the Department o f  Revenue with responsibility 

for funds for which the Alaska R etirem ent M an ag em en t [STATE PENSION 

INVESTMENT] Board is responsible acquires, owns, or controls an interest, direct or 

indirect, in an entity or project in which assets under the control o f  the board are 

invested, the officer or employee shall immediately disclose the interest to the board. 

The disclosure is a matter o f  public record and shall be included in the minutes o f  the 

board meeting next following the disclosure. The commissioner shall adopt 

regulations to restrict officers and employees o f  the department from having a 

substantial interest in an entity or project in which assets under the control o f  the board 

are invested.

k See. 110. AS 44.64.030(a) is amended by adding a new paragraph to read:

(36) AS 37.10.210 - 37.10.390 (Alaska Retirement Management

Board).

* Sec. 111. AS 14.25.012(a). 14.25.015. 14.25.020, 14.25.022, 14.25.030, 14.25.035. 

14.25.037, 14.25.170. 14.25.175(e), 14.25.180, 14.25.190, 14.25.220(41); AS 39.30.175(1); 

AS 39.35.010, 39.35.011, 39.35.020, 39.35.030. 39.35.040, 39.35.042, 39.35.047, 39.35.060, 

39.35.080, 39.35.090. 39.35.520(c), 39.35.522(c) 39.35.522(e); AS 39.45.025.

AS 39.50.200(b)(23), and 39.50.200(b)(29) are repealed.

* See. 112. AS 14.25.061(c), 14.25.062; and AS 39.35.350 are repealed.

* Sec. 113. The uncodified law o f  the Stale o f  Alaska is amended by adding a new section 

to read:

TRANSITION: INITIAL STAGGERED TERM S OF IRLSTEES OF I!IE

ALASKA RETIREMENT MANAGEMENT BOARD. Notwithstanding AS 37.10.210(c). as 

repealed and reenacted by see. 42 of this Act, the terms o f  the initially appointed trustees o f
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the Alaska Retirement Management Board who are not commissioners shall be set by the 

governor to achieve staggered terms in the manner provided for nine-member boards by 

AS 39.05.055(7).

* Sec. 114. The uncodificd law of the State o f  Alaska is amended by adding a new ;tion 

to read:

TERMS OF MEMBERS OF THE ALASKA TEACHERS’ RETIREMENT BOARD, 

AND THE PUBLIC EMPLOYEES’ RETIREMENT BOARD. The terms o f  all board 

members appointed lo the Alaska Teachers' Retirement Board, and the Public Employees' 

Retirement Board expire on the effective date o f  this section.

* Sec. 115. The uncodified law of the State o f  Alaska is amended by adding a new section 

to read:

TERMS OF MEMBERS OF THE ALASKA STATE PENSION INVESTMENT 

BOARD. The terms o f  all board members appointed to the Alaska State Pension Investment 

Board expire o.1 September 30,2005.

* See. 116. The uncodified law of the State o f  Alaska is amended by adding a new  section 

to read:

TRANSITION OF DUTIES BETWEEN ALASKA STATE PENSION 

INVESTMENT BOARD AND THE ALASKA RETIREMENT M ANAGEMENT BOARD,

(a) After the effective date of this section and until September 30, 2005, the Alaska State 

Pension Investment Board shall continue to exercise the powers and duties assigned in this 

Act to the Alaska Retirement Management Board. The Alaska State Pension Investment 

Board shall take actions to facilitate the transition o f  duties formerly assigned to the Alaska 

State Pension Investment Board to the duties assigned in this Act to the Alaska Retirement 

Management Board. A member o f  the Alaska Retirement Management Board appointed to 

serve as a trustee before September 30, 2005. shall be invited to observe and train with the 

Alaska State Pension Investment Board.

(b) The Alaska Retirement Management Board may not assume the duties and 

responsibilities assigned to the Alaska Retirement Management Board itt this Act until 

October 1. 2005.

* Sec. 117. I lie uncodificd law of the State o f  Alaska is amended by adding a new' section 

to read:
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TRANSITION. Hearings and other proceedings pending under a law amended or 

repealed by this Act or in connection with functions transferred by this Act continue in effect 

and may be continued and completed notwithstanding a transfer or am endm ent or repeal 

provided for in this Act. Orders and regulations issued or adopted under authority of a law 

amended or repealed by this Act remain in effect for the tenn issued, or until revoked, 

vacated, or otherwise modified under the provisions o f  this Act. Contracts, rights, liabilities, 

and obligations created by or under a law amended or repealed by this Act, and in effect on 

the effective date o f  this section, remain in effect notwithstanding this Act's taking effect. 

Records, equipment, appropriations, funds, and other properly o f  boards or agencies o f  the 

state whose functions are transferred under this Act shall be transferred to implement the 

provisions o f  this Act.

* Sec. 118. The uncodified law o f  the State o f  Alaska is amended by adding a new section 

to read:

TRANSITION: REGULAT IONS, (a) The Department o f  Administration and the 

Department o f  Revenue may proceed to develop and adopt regulations required to implement 

this Act.

(b) Regulations adopted by the Department o f  Administration and the Department of 

Revenue under this Act relate to the internal management o f  a state agency, and the adoption 

o f  the regulations is not subjec: m AS 44.62 (Administrative Procedure Act).

* See. 119. The uncodified law o f  the State o f  Alaska is amended by adding a new section 

lo read:

RET TRT TO THE LEGISLATURE BY ALASKA RETIREM ENT M ANAGEMENT 

BOARD. It is the intent o f  the legislature that there will be a moratorium after the effective 

date o f  this Act on legislation affecting all public employees' retirement plans until the Alaska 

Retirement Management Board can present a report to the legislature containing the board's 

assessment and recommendations as provided in this section. The Alaska Retirement 

Management Board shall report to the legislature 120 da/« after all members r.rc appointed to 

the board, or 15 days after the first day o f  the first regular legislative session following the 

effective date o f  this section, whichever is first. The report must include the board's

(1) preliminary assessment o f  the financial health o f  all public employees' 

retirement plans and all teachers' retirement plans;

CSSH I4I(FIN) - 100 -
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(2) assessment o f  the actuarial services purchased by the board;

(3) recommendations for additional legislative or administrative policy to 

improve the financial health of the retirement plans;

(4) short-term and long-term recommendations for addressing the unfunded 

liability o f  the retirement plans; and

(5) recommendations for legislative procedures regarding fiscal notes for new 

legislation affecting the retirement plans.

* Sec. 120. The uncodified law o f  the State o f  Alaska is amended by adding a new section 

lo read:

INSTRUCTION REGARDING ALASKA TEACHERS' RETIREM ENT SYSTEM 

BOARD, ALASKA PUBLIC EMPLOYEES' RETIREMENT SYSTEM  BOARD, AND 

ALASKA STATE PENSION INVESTMENT BOARD. Wherever in the Alaska St; *i| s and 

the Alaska Administrative Code the terms "Alaska Teachers' Retirement System Board," 

"Alaska Public Employees' Retirement System Board," or "Alaska State Pension Investment 

Board" are used, they shall be read as "Alaska Retirement Management Board" when to do so 

would be consistent with the changes made by this Act.

* Sec. 121. The uncodified law o f  the State o f  Alaska is amended by adding a new section 

to read:

SPECIFIC INSTRUCTIONS TO REVISOR OF STATUTES CONCERNING 

SPECIFIC REFERENCES, (a) The revisor o f  statutes shall change references to "this 

chapter" to "AS 14.25.009 - 14.25.220" in the following statutes: AS 14.25.040(b),

14.25.040(c), 14.25.045(a), 14.25.047, 14.25.061(a), 14.25.062. 14.25.063(a), 14.25.075(c),

14.25.105, 14.25.107, 14.25.110(k). 14.25.142, 14.25.150(b), 14.25.153, 14.25.160(h), 

14.25.165(0. 14.25.166, 14.25.177, 14.25.195, 14.25.200(b), 14.25.205, and 14.25.210, and 

in 14.25.220 in each place that the phrase appears.

(b) The revisor o f  statutes shall change the reference to "board" to "administrator" in 

the following statutes: AS 14.25.075 and 14.25.130(1).

(c) The revisor o f  statutes shall change the reference to "system" to "plan" in the 

following statutes: AS 14.25.040(b), 14.25.040(c). 14.25.045, 14.25.047. 14.25.055,

14.25.060, 14.25.061(a), 14.25.062, 14.25.063(a), 14.25.065, 14.25.070, 14.25.075(c). 

14.25.075(d), 14.25.075(g), 14.25.075(h), I4.25.075(i), 14.25.100(a), 14.25.105(c)',

L
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14.25.107, 14.25.110, 14.25.125(c), 14.25.143, 14.25.163, 14.25.165(i), 14.25.167(g), 

14.25.168, 14.25.169, 14.25.173(a), 14.25.173(d), 14.25.181, 14.25.200, 14.25.210,

14.25.220(1), 14.25.220(4), 14.25.220(7), 14.25.220(14), 14.25.220(20), 14.25.220(22),

14.25.220(23), 14.25.220(31), 14.25.220(34), 14.25.220(36), 14.25.220(37), 14.25.220(42); 

AS 39.35.120, 39.35.125, 39.35.160, 39.35.165(a), 39.35.165(c), 39.35.165(d), 39.35.165(e), 

39.35.165(g), 39.35.165(h), 39.35.165(1), 39.35.170, 39.35.180, 39.35.195(b), 39.35.195(c), 

39.35.250, 39.35.280, 39.35.300(c), 39.35.310(a), 39.35.310(c), 39.35.340(a), 39.35.342(a), 

39.35.342(d), 39.35.345(a), 39.35.345(d), 39.35.360(a), 39.35.360(g), 39.35.360(h),

39.35.360(k), 39.35.370(f), 39.35.370(h), 39.35.370(1), 39.35.3700), 39.35.370(k),

39.35.371(i), 39.35.381(b), 39.35.381(g), 39.35.385(c), 39.35.400(e), 39.35.450(g),

39.35.475(a), 39.35.475(b), 39.35.475(d), 39.35.500(a), 39.35.505, 39.35.520(a),

39.35.520(d), 39.35.522(d), 39.35.527(a), 39.35.527(b), 39.35.530, 39.35.535(a),

39.35.535(d), 39.35.550, 39.35.560, 39.35.570, 39.35.580, 39.35.590, 39.35.600, 39.35.610, 

39.35.620(a), 39.35.620(h), 39.35.650, 39.35.670. 39.35.675(a), 39.35.680(1), 39.35.680(5), 

19.35.680(9), 39.35.680(12), 39.35.680(15), 39.35.680(16), 39.35.680(17), 39.35.680(20), 

(9.35.680(21 )(A), 39.35.680(29), 39.35.680(32), 39.35.680(33), and 39.35.6S0(35).

(d) The revisor o f  statutes shall change the reference to "board" to "commissioner" in 

lie following statutes: AS 39.35.290, 39.35.522(a), 39.35.522(b), and 39.35.522(d).

(e) The revisor o f  statutes shall change references to "this chapter" lo "AS 39.35.095 - 

9.35.680" in the following statutes: AS 39.35.165, 39.35.200, 39.35.250, 39.35.300, 

9.35.340, 39.35.350, 39.35.360, 39.35.370, 39.35.371, 39.35.375. 39.35.381, 39.35.4S0, 

9.35.490, 39.35.495, 39.35.505, 39.35.530, 39.35.546, 39.35.547, 39.35.615(c),

9.35.620(e), 39.35.660, 39.35.675(b), 39.35.677, and 39.35.680.

(1) The revisor o f  statutes shall renumber AS 39.35.690 to follow AS 39.35.990.

* See. 122. The uncodified law o f  the State o f  Alaska is amended by adding a new section 

read:

IMPLEMENTATION OF SECTIONS 120 and 121 OF THIS ACT. Under 

S 01.05.031, the revisor o f  statutes shall implement secs. 120 and 121 o f  this Act in the 

aska Statutes, and, under AS 44.62.125(b)(6), the regulations attorney shall implement sees.

0 and 121 o f this Act in the administrative code.

See. 123. Sections 11. 12, 14, 15, 19, 71 - 76. 89, % ,  and 112 o f  this Act take effect

S B  14 l(F IN )  -102-
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1 | June 30, 2010.

1 II * See. 124. Section 122 o f  this Act takes effect immediately under AS 01 .10.070(c).

3 || * Sec. 125. Except as provided in secs. 123 and 124 o f  this Act, this Act takes effect July 1,

4 || 2005.
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CS FO R  SEN A TE BILL NO. 141(FIN)

_ IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FOURTH LEGISLATURE - FIRST SESSION

BY TIIE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE FINANCE COMMITTEE

A BILL

FO R  AN A C T  E N T IT L E D

1 "A n  Act re la ting to the teachers ' and  public employees' re t i rem en t systems and  creating

2 defined con tribu tion  and  health re im bursem ent plans for m em bers  of the teachers '

3 re tirem en t system and the public employees' re tirem ent system who a re  first hired afte r

4 Ju ly  1, 2005; establishing the A laska R etirem ent M anagem en t B oard  to replace the

5 I A laska S ta te  Pension Investm ent Board, the Alaska T eachers ' R etirem ent Board, and

6 jj the Public Employees' Retirem ent Board; add ing  appeals  o f  the decisions of the

7 jj ad m in is tra to r  o f  the teachers ' and  public employees' re tirem en t systems to the

8 jj ju risd ic tion  of (he office o f  adm in is tra tive  hearings; and  provid ing  for an effective

9 date ."

10 I BE IT EN A C TED  BY T H E  L E G ISL A T U R E  O F T H E  S T A T E  O F  ALASKA:

12 ||

* Section 1. AS 14.25 is amended by adding new sections to read:

Article 1. A dm inistra tion  of (he T eachers ' R etirem ent System.

-I-
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Sec. 14.25.001. Purpose . The purpose o f  this chapter is to encourage 

qualified teachers to enter and remain in service with participating employers by 

establishing plans for the payment o f  retirement and death benefits to or on bu ta if  o f  

the members.

See. 14.25.002. A ttorney  general. The attorney general o f  the slate is the 

legal counsel for the system and shall advise the administrator and represent the 

system in a legal proceeding.

Sec. 14.25.003. A dm in is tra to r ,  (a) The commissioner o f  administration or 

the commissioner's designee is the administrator o f  the system.

(b) The commissioner o f  administration shall adopt regulations to govern the 

operation o f  the system.

Sec. 14.25.004. Powers and  duties of the adm in is tra to r ,  (a) The 

administrator shall

(1) establish and maintain an adequate system o f  accounts;

(2) transmit the funds deposited in the system to the retirement fund 

established and maintained by the Alaska Retirement Management Board;

(3) approve or disapprove claims for retirement benefits;

(4) make payments for the various purposes specified;

(5) submit periodic reports or statements o f  account that are needed;

(6) issue a statement o f  account to an employee not less than once each 

year showing the amount o f  the employee's contributions to the applicable plan in the 

system;

(7) formulate and recommend to the commissioner o f  administration 

regulations to govern the operation o f  ihe system,

(8) as soon as possible after the close o f  each fiscal year, and not later 

than six months after the close o f  each fiscal year, send to the governor and the 

legislature an annual statement on the operations o f  each o f  the plans in the system 

containing

(A) a balance sheet:

(B) a statement o f  income and expenditures for the previous

fiscal year;

: s s n  I-I I (FIN) -2-
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(C) a rcporl on valuation o f  trust fund assets;

(D) a summary o f  assets held in the trust fund listed by the 

categories o f  investment, as provided by the Alaska Retirement Management 

Board;

(E) other statistical financial data that are necessary for proper 

understanding o f  the financial condition o f  the system as a whole and each plan 

in the system and the result of its operations;

(9) engage an independent certified public accountant to conduct an 

annual audit o f  each plan's accounts and the annual report o f  the system's financial 

condition and activity;

(10) report to the Legislative Budget and Audit Committee concerning 

the condition and administration o f  each plan and distribute the report to the members 

o f  each plan in the system;

(11) publish an information handbook for each plan in the system at 

intervals that the administrator considers appropriate;

(12) meet at least annually with the board lo review the condition and 

management o f  the retirement systems and to review significant changes to policies, 

regulations, or benefits; and

(13) do whatever else may be necessary to carry out the purposes o f  

each plan in the system.

(b) The administrator is authorized to charge fees neccssar) to members' 

accounts to cover the ongoing cost o f  operating each plan in the system.

(c) The administrator is authorized to contract with public and private entities 

lo provide record keeping, benefit, payments, and other functions necessary for the 

administration o f  each plan in the system.

Sec. 14.25.005. Regulations, (a) Regulations adopted by the commissioner 

o f  administration under this chapter relate to the internal management o f  a state 

agency, and the adoption o f  the regulations is not subject to a S 44.62 (Administrative 

Procedure Act).

(b) Notwithstanding (a) o f  this section, a regulation adopted under this chapter 

shall be published in the Alaska Administrative Register and Code for informational

-3-
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1 purposes.

2 (c) .Each regulation adopted under this chapter must conform to the style and

3 format requirements o f  the drafting manual for administrative regulations that is

4 published under AS 44.62.050.

5 (d) At least 30 days before the adoption, amendment, or repeal o f  a regulation

6 under this chapter, the commissioner o f  administration shall provide notice o f  the

7 action that is being considered. The notice shall be

8 ( I)  posted in public buildings throughout the state;

9 (2) published in one or more newspapers o f  general circulation in each

10 judicial district o f  the stale;

11 (3) mailed to each person or group that has 11 led a request for notice of

12 proposed action with the commissioner o f  administration; and

13 (4) furnished to each member o f  the legislature and to the Legislative

14 Affairs Agency.

15 (c) Failure to mail notice to a person as required under ( d ) ( 3 )  o f  this section

16 does not invalidate an action taken by the commissioner o f  administration.

17 ( 0  I he commissioner o f  administration may hold a hearing on a proposed

18 regulation.

19 Igj A regulation adopted under this chapter takes elleet 30 days after adoption

20 by the commissioner ol administration.

21 (li) Notwithstanding the other provisions ol this section, a regulation may be

22 I .iduptcd, amended, or repealed. e tfecti\e  immediately, as an emergency regulation In

23 the commissioner ot administration l or an emergence regulation to be eftective the

24 commissioner must lind that the adoption, amendment, or repeal o f  the regulation is

25 necessary lor the immediate preservation o f  the orderly opci.ition o f  the system. Ihe

26 commissioner shall, within 10 days after adoption o f  an emergency regulation, give 

notice oi the adoption under |ct) ol this section.

28 (il In this section, "regulation" has the meaning giscn in As 44 6 2 .640(a)

20 See. 14.25.0116. Appeals. An employer, member, annuitant, or hcnellciars

50 may appeal a decision made by the administrator to the ollice of administrative

51 hearings established under AS 44 64 An aggrieved parts may appeal a Imal decision

1 C SSH 141(1-IN )  -4-
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to the superior court.

See. 14.25.007. Investm ent m anagem en t of re t i rem en t system funds. The 

Alaska Retirement Management Board established under AS 37.10.210 is the 

fiduciary o f  the system funds.

Sec. 14.25.008. Definitions. In AS 14.25.001 - 14.24.008,

(1) "plan" means the retirement plan established in AS 14.25.009 - 

14,25.200 or the retirement plan established in AS 14.25.310 - 14.25.590:

(2) "system" means all retirement plans established under the teachers' 

retirement system.

Article 2. Teachers  F irst H ired before Ju ly  1, 2005.

Sec. 14.25.009. Applicability of AS 14.25.009- 14.25.220. The provisions of 

AS 14.25.009 - 14,25.220 apply only to members first hired before July 1, 2005.

* Sec. 2. AS 14.25.010 is amended to read:

Sec. 14.25.010. Retirem ent plan |S Y S T E M | established; federal 

qualification requ irem ents ,  (a) A joint-contributory retirement plan [SYSTEM I for 

teachers o f  the state is created.

(b) The retirement plan [SYSTEM) established by AS 14.25.009 - 14.25.220 

[THIS CHAPTER) is intended to qualify under 2b U.S.C. 401(a) and 414(d) (Internal 

Revenue Code) as a qualified retirement plan established and maintained by the state 

for its employees, for the employees o f  school districts and regional educational 

attendance areas in the stale, and for the employees o f  other employers whose 

participation is authorized by AS 14.25.009 - 14.25.220 [THIS CH APTER| and who 

participate in this plan [SYSTEM).

(c) An amendment to AS 14.25.01)9 - 14.25.220 f 11 IIS CllAP'I PR) does not 

provide a person with a vested right to a benefit if  the Internal Revenue Service 

determines that the amendment will result in disqualitleation o f  the plan under the 

Internal Revenue Code.

* Sec. 3. AS 14.25.012(b) is amended to frail:

(b) The jdan  |SYSThM J created in AS 14.25.009 - 14.25.220 became 

effective as o f  July I. 1955, at which time contributions by the participating employe?! 

and members began.

WORK DRAFT WORK DRA FT 24-LS0637\F
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* See. 4. AS 14.25.012 is amended by adding a new subsection to read:

(c) Employees first hired after June 30, 2005, are not eligible to participate in

the plan established in AS 14.25.009 - 14.25.220.

* See. 5. AS 14.25.040(a) is amended to read:

(a) Unless a teacher or member has elected to participate in the optional

university retirement program under AS 14.40.661 - I4.40.799i [OR] has filed an

election under AS 14.25.043(b), o r  has elected to narliciniitc in the plan established 

in AS 14.25.310 - 14.25.590, a teacher or member contracting for service with a 

participating employer is subject lo AS 14.25.(109 - 14.25.220 [THIS CHAPTER].

* See. 6. AS 14.25.040(d) is amended to read:

(d) A person who is employed at least half-time in the plan [SYSTEM] during 

the same period that the person is employed at least half-time in a position in the 

public employees' retirement plan [SYSTEM] under AS 3 9 .3 5 .0 9 5  - 3 9 .3 5 .6 8 0  

[AS 39 .35 ] shall receive credited service under each plan [SYSTEM] for half-time 

employment. However, the amount o f  credited service a person receives under the 

public employees' retirement plan [SYSTEM] during a school year may not exceed 

the amount necessary, when added to the amount o f  credited service earned during the 

school year under the plan [SYSTEM], to equal one year o f  credited service. A 

person who was employed at least half-time in a position in the public employees' 

retirement jilnn [SYSTEM] under A S 3 9 .3 5 .0 9 5  - 39 .3 5 .6 S 0  | ,S 39 .35 ] in the same 

period that the person was employed at least lulf-iime in a position in this plan 

[SYSTEM| may claim credited service in both plans [SYSTEMS] for employment 

before May 31, 1989. To obtain this credited service, the person shall claim the 

service and verify the period o f  half-time emplovment. When eligibility for h a l f  tunc 

service credit has been established, an indebtedness shall be determined to the 

retirement plan [SYSTEM| in which the person did not participate. The amount ol 

the indebtedness is the full actuarial cost o f  providing, benefits lor the credited service 

claimed. Interest as prescribed by regulation accrues on that indebtedness beginning 

on the later ol July 1. 1989. or the dale on which the member is first eligible to claim 

the service. Any outstanding indebtedness existing al the lime the person retires will 

require an actuarial adjustment to the benefits payable based on that service.

SSH III(F IN ) -(j-
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* Sec. 7. AS 14.25.050(a) is amended to read:

(a) Except as provided in (c) o f  this section, beginning .lulv 1, 2005 

[JANUARY 1, 1991], each member shall contribute to the plan a percentage 

[SYSTEM AN AMOUNT EQUAL TO 8.65 PERCENT] o f  the member’s base salary 

accrued from July 1 to the following June 30, as de term ined  un d er  AS 14.25.052. 

The employer shall deduct the contribution from the member's salary at the end of 

each payroll period, and the contribution shall be credited by the plan [SYSTEM] to 

the member contribution account. The contributions shall be deducted from employee 

compensation before the computation o f  applicable federal taxes and shall be treated 

as employer contributions under 26 U.S.C. 414(h)(2). A member may not have the 

option o f  making the payroll deduction directly in cash, instead o f  having the 

contribution picked up by the employer.

* See. 8. AS 14.25 is amended by adding new sections to read:

See. 14.25.052. Calculation of m e m b er  con tribu tion  rate, (a) Each active 

member shall contribute a percentage o f  the member's base salary to be determined 

annually in advance by the administrator. The member contribution rale is the greater 

o f

(1) 8.o5 percent; or

(2) one-half o f  the normal cost rale actuarially calculated to fund the 

benefits expected to be earned by active members during the fiscal year.

(h) Notwithstanding (a) o f  this section, the member contribution rate may not 

increase more than one-half o f  a percentage point annually.

* See. 9. AS 14.25.070 is amended to read:

See. 14.25.070. C on tr ibu tions  by em ployer. An employer shall contribute to 

the plan (SYSTEM] an amount eipial lo the percentage, as certified by the board  

[ADMIN’IS I'RAITJR], o f  the sum total o f  the base salaries o f  all members that is 

r<A|(lift'd in addition to member eonir'buiions to provide the benefits o f  AS 14.25.009 - 

14.25.220 | THIS Cl 1APTER] times the sum total o f  the base salaries paid to members, 

including any adjustments to contributions required In AS 14.25.173(a). by the 

employer.

* See. 10. AS 14 25.070 is amended b\ adding a new subsection to read:

-7-
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(b) When added to the member contribution rate calculated under 

AS 14.25.052, the employer contribution may not be less than the amount required as 

actuarially calculated to fully fund the future liabilities o f  active members.

* Sec. 11. AS 14.25.075(a) is amended to read:

(a) An employee who is eligible to purchase credited service under 

AS 14.25.047 or 14.25.04S, a member who is eligible to purchase credited service 

under AS 14.25.048, 14.25.050, 14.25.060, 14.25.061, [14.25.062,] 14.25.100, or

14.25.107, or a teacher who is eligible to purchase credited service under 

AS 14.20.345, AS 14.25.050, [14.25.062,] or 14,25.105, in lieu o f  making payments 

directly to the plan, may elect to have the member's employer make payments as 

provided in this section.

* Sec. 12. AS 14.25.075(b) is amended to read:

(b) A member may elect to have the employer make payments for all or any 

portion o f  the amounts payable for the member's purchase o f  credited service through 

a salary reduction program as follows:

(1) the amounts paid under a salary reduction program are in lieu o f  

contributions by the member making the election; the electing member's salary or 

other compensation shall be reduced by the amount paid by the employer under this 

subsection:

(2) the member shall make an irrevocable election under this 

subsection to purchase credited service as permitted in AS 14.20.345, AS 14.25.047, 

14.25.048. 14.25.050, 14.25.060. 14.25.061, [14.25.062,] 14.25.100, 14.25.105, or 

14.25.107 before the member’s termination o f  employment; the irrevocable election 

must specify the number o f  payroll periods that deductions will be made from the 

member's compensation and the dollar amount o f  deductions for each payroll period 

during the specified number o f  payroll periods; the deductions made under this 

paragraph cease upon the earlier o f  the member's termination o f  employment with the 

employer or the member’s death; amounts paid by an employer under (1) o f  this 

section may not be applied toward the payment o f  the dollar amount o f  the deductions 

representing the portion of the credited service that is being purchased by the member 

through payroll deduction in accordance with the member's irrevocable election under
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this paragraph;

(3) amounts paid by an employer under this subsection shall be treated 

as employer contributions for the purpose o f  determining tax treatment under 26 

U.S.C. (Internal Revenue Code); the amounts paid by the employer under this section 

may not be included in the member's gross income for income tax purposes until those 

amounts are distributed by refund or retirement benefit payments.

* Sec. 13. AS 14.25.075(e) is amended to read:

(e) Contributions to the plan [SYSTEM] to purchase credited service under 

this section do not qualify for treatment under this section if  recognition o f  that service 

would cause a member to receive a retirement benefit for the same sendee from the 

plan [SYSTEM] and from one or more other retirement plans or systems o f  the state.

* Sec. 14. AS 14.25.075(1) is amended to read:

(0  The administrator may accept rollover contributions from a member (, 

AND DIRECT TRANSFERS AS DESCRIBED IN THIS SUBSECTION, FOR THE 

PURCHASE, IN WHOLE OR IN PART, OF FORFEITED CREDITED SERVICE 

UNDER THIS SECTION FOR THE REINSTATEMENT, IN W HOLE OR IN PART, 

OF FORFEITED CREDITED SERVICE UNDER AS 14.25.062]. Conributions 

made under this subsection may not be applied to purchase s e r ' ic e  being paid under

(b) o f  this section. A rollover contribution (OR TRANSFER] as described in this 

subsection shall be treated as employer contributions for the purpose o f  determining 

tax treatment under the Internal Revenue Code and may be made by any one or a 

combination o f  the following methods:

(1) subject to the limitations prescribed in 26 U.S.C'. 402(e). accepting 

eligible rollover distributions directly from one or more retirement programs o f  

another employer that are qualified under 26 U.S.C. 401(a) or accepting rollovers 

directly from a member;

(2) subject to the limitations prescribed in 26 U.S.C. 4()S‘(d)(3)(A)(ii). 

accepting from a member conduit rollover contributions that are received by the 

member from one or more conduit rollover individual retirement accounts previously 

established by the member;

(3) subject to the limitations prescribed in 2<> U.S.C. 403(b)(13).
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accepting direct trustee-to-trustee transfers o f  all or a portion o f  the accounts o f  the 

member, on or after January 1, 2002, from a tax sheltered annuity described in 26 

U.S.C. 403(b);

(4) subject to the limitations prescribed in 26 U.S.C. 457(e)(17), 

accepting direct trustee-to-trustee transfers o f  all or a portion o f  the accounts o f  the 

member, on or after January 1, 2002, from an eligible deferred compensation plan o f  a 

tax-exempt organization or a state or local government described in 26 U.S.C. 457(b);

(5) accepting direct trustee-to-trustee transfer from an account 

established for the benefit o f  the member in AS 39.30.150 - 39.30.180 (Alaska 

Supplemental Annuity Plan).

* Sec. 15. AS 14.25.075(i) is amended to read:

(i) On satisfaction o f  the eligibility requirements o f  AS 14.20.345,

AS 14.25.047, 14.25.04S, 14.25.050, 14.25.060, 14.25.061, (14.25.062.] 14.25.100,

14.25.105, or 14.25.107, the requirements o f  this section, and the administrative filing 

requirements specified by the administrator, the plan shall adjust the member's 

credited service history and add any additional service credits acquired,

* Sec. 16. AS 14.25.143(b) is amended to read:

(b) The increase in benefit payments applies to total benefit payments

|EX CEPT FOR THE COST-OF-LIVING ALLOW ANCE UNDER AS 14.25.142J. 

The amount o f  the increase is a percentage o f  the cunent benefit equal to

11) the lesser o f  75 percent o f  the increase in the cost ol’ living in the 

preceding calendar year or nine percent, for recipients who on July I are at least 65 

years old and lor members receiving disability benefit#; and

(2) the lesser o f  50 percent o f  the increase in the cost o f liv ing  in the 

preceding calendar year or six percent, for recipients who on July I are at least 60 but 

less than 65 years old or for recipients who on July 1 are less than 60 years old hut 

who have received benefits from the system for at least eight years.

* Sec. 17. AS 14.25.145 is amended to read:

Sec. 14.25.145. In terest on individual accounts. Interest shall be credited to 

each teacher's account al the end o f  each school year at the rate prescribed by the 

hoard  [REGULATION] lor that year.
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* Sec. 18. AS 14.25.150 is amended by adding a new subsection to read:

(c) A member who lias received a refund o f  contributions in accordance with 

this section forfeits corresponding credited service under AS 14.25.009 - 14.25.220.

* Sec. 19. AS 14.25.173(c) is amended to read:

(c) At least quar te r ly ,  [AT EACH REGULARLY SCHEDULED MEETING 

OF THE TEACHERS' RETIREMENT BOARD,] the administrator shall report to the 

cnm m issioner of adm in is tra tion  [BOARD] on all situations since the administrator’s 

last report in which an adjustment has been prohibited under (b) o f  this section. If the 

com m issioner of adm in is tra t ion  [BOARD] finds that there is reason to believe that 

one or more o f  the conditions set out in (b) o f  this section have not been met, the 

administrator shall notify the member or beneficiary that an adjustment will be made 

to recover the overpayment. A member or beneficiary who receives notice of 

adjustment under this subsection may file a request with the com m issioner of 

adm in is tra t ion  [APPEAL TO THE BOARDJ for a waiver ol' the adjustment under 

AS 14.25.175. An adjustment that requires the repayment o f  benefits may not be 

required while the w aiver retiuesl [APPEAL] is pending.

* Sec. 20. AS 14.25.175(a) is amended to read:

(a) Upon rcuucst [APPEAL] by an affected member or beneficiary under (b) 

o f  this section, the com missioner of adm in is tra tion  [BOARD| may waive an 

adjustment or a portion o f  an adjustment made under AS 14.25.173 if, in the opinion 

o f  the com m issioner of adm in is tra tion  [BOARD],

(1) the adjustment or portion o f  the adjustment will cause undue 

hardship to the member or beneficiary;

(2) the adjustment was not the result o f  erroneous information supplied 

by the member or beneficiary;

(3) before the adjustment was made, the member or beneficiary 

received confirmation from the administrator that the member's! or beneficiary’s 

records were correct; and

(4) the member or beneficiary had no reasonable grounds to believe 

the records were incorrect be fore the adjustment was made.

* See. 21. AS 14.25.175(b) is amended to read:

WORK DRA FT WORK DRAFT 24-LS0637\F
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(b) In order to obtain consideration o f  a waiver under this section, the affected 

member or beneficiary shall file a request with [MUST APPEAL TO] the 

com m issioner of adm in is tra t ion  [BOARD] in writing within 30 days after receipt of 

notice that the records have been adjusted. The ruling o f  the com missioner of 

adm in is tra t ion  [BOARD] shall be in writing.

* Sec. 22. AS 14.25.175(c) is repealed and reenacted to read:

(c) A ruling o f  the commissioner o f  administration to deny a waiver under (b) 

o f  this section may be appealed lo the office o f  administrative hearings.

* Sec. 23. AS 14.25.175(d) is amended to read:

(d) The office of adm in is tra t ive  hearings [BOARD] may reverse the 

com m issioner o f  adm in is tra t io n 's  decision to deny a w aiver and  may impose 

conditions on granting a waiver that it considers equitable. These conditions may 

include requiring the member or beneficiary to make additional contributions to the 

plan [SYSTEM].

* Sec. 24. AS 14.25.220(2) is amended to read:

(2) "actuarial adjustment" means the adjustment necessary to obtain 

equality in value o f  the aggregate expected payments under two different forms of 

pension payments, considering expected mortality and interest earnings on the basis of 

assumptions, factors, and methods specified in regulations issued under the plan 

[SYSTEM] that are formally adopted [UNDER AS 14.25.022] by the board and that 

clearly preclude employer discretion in the determination o f  the amount o f  any 

member's benefit;

* See. 25. AS 14.25.220(3) is amended to read:

(3) "administrator" means the |PERSON APPOINTED BY T!IE| 

commissioner o f  administration o r  the com m issioner's  desi»ncc under AS 14.25.003 

[AS 14.25.015J;

* Sec. 26. AS 14.25.220(0) is amended to read:

(0) "board" means the Alaska R etirem ent M anagem en t [ALASKA 

TEACHERS' RE'11REMENT] Board established under AS 37.10.211) IAS 14 25.035];

* Sec. 27. AS 14,25.220(40) is amended to read:

(40) "supplemental contribution account" means the account
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maintained by the nlan [SYSTEM] to record the supplemental contributions o f  each 

member, including interest and adjustments lo the account [IN ACCORDANCE 

WITH AS 14.25.170];

* Sec. 28. AS 14.25.220 is amended by adding a new paragraph to read:

(46) "plan" means the retirement benefit plan established under

AS 14.25.009- 14.25.220.

* Sec. 29. AS 14.25 is amended by adding new sections to read:

Article 3. Teachers  F irst H ired on nr a f te r  .July 1, 2005.

Sec. 14.25.310. A pplicability of AS 14.25.310- 14.25.590. The provisions of 

AS 14.25.310 - 14.25.590 apply only to teachers who first become members on or 

after July 1, 2005.

Sec. 14.25.320. Defined contribution re tirem ent plan established, (a) A 

defined contribution retirement plan for teachers o f  the state is created.

(b) The defined contribution retirement plan includes a plan in which savings 

arc accumulated in an individual account for the exclusive benelit o f  the member or 

beneficiaries. The plan is established effective July 1, 2005, at which time

contributions by employers and members begin.

(c) The defined contribution retirement plan is intended to qualify under 26 

U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified retirement plan 

established and maintained by the state lor its employees and for the employees o f  

school districts and regional educational attendance areas in the state.

(d) An amendment to the defined contribution retirement plan does not 

provide a person with a vested right lo a benefit if  the Internal Revenue Service 

determine* that the amendment will result in disqualification o f  the plan under the 

Internal Revenue Code.

Sec. 14.25.330. M em bersh ip , (a) A teacher who first becomes a member on 

or after July 1. 2005, shall participate in the plan as a member o f  the defined 

contribution retirement plan.

(b> A teacher who has elected to participate in the optional university 

retirement program under AS 14.40.661 - 14.40.799 may not participate as a member 

o f  the defined contribution retirement plan.

-1J-
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See. 14.25.340. C on tribu tions  by m em bers, (a) Each member shall 

contribute to the member's individual account an amount equal to eight percent o f  the 

member's compensation from July 1 to the following June 30.

(b) Subject to the limitations on contributions under AS 14.25.380. a member 

may elect to make additional contributions to the member's individual account.

(c) J'he employer shall deduct the contribution from the member's 

compensation at the end o f  each payroll period, and the contribution shall be credited 

by the administrator to the member's individual account. The contributions shall be 

deducted from member's compensation before the computation o f  applicable federal 

taxes and shall be treated as employer contributions under 26 U.S.C. 414(h)(2). A 

member may not have the option o f  making the payroll deduction directly in cash 

instead o f  having the contribution picked up by ihe employer.

See. 14.25.345. E m ploym ent contributions m anda to ry ,  (a) Contributions 

o f  members shall be made by payroll deductions. Each member shall be considered to 

consent to payroll deductions. It is o f  no consequence that a payroll deduction may 

cause the compensation paid in cash to a member to be reduced below the minimum 

required by law.

(b) Payment o f  a member's compensation, less payroll deductions, is a lull and 

complete discharge and satisfaction o f  all claims and demands by the member relating 

to remuneration o f  services during the period covered by the payment, except with 

respect lo the benefits provided under the plan.

See. 14.25.34S. Teachers  of A laska Native language and culture. An 

employee employed by a participating employer shall participate in the plan if the 

employee

(1) teaches Alaska Native language or culture in a permanent full-time 

or permanent part-time position:

(2) learned about the subject to be taught by living in the culture or 

using the language in daily life; and

(3) is qualilied lo teach the subject to elementary or secondary students 

as required by regulations adopted by the Department o f  Education and Early 

Development.
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See. 14.25.350. C on tr ibu tions  by em ployers, (a) An employer shall 

contribute to each member's individual account an amount equal to 3.5 percent o f  the 

member's compensation from July 1 to the following June 30.

(b) An employer shall also contribute an amount equal to 3.75 percent o f  each 

member’s compensation from July I to the following June 30 to pay for retiree major 

medical insurance. This contribution shall be paid into the group health and life 

benefits fund established by the commissioner o f  administration under AS 39.30.095 

and shall be accounted for in accordance with regulations established by the 

commissioner.

(c) An employer shall also make contributions to the health reimbursement 

arrangement plan under AS 39.30.300.

Sec. 14.25.360. Rollover contributions  and  d is tribu tions , (a) A teacher 

entering the plan may elect, at the time and in the manner prescribed by the 

administrator, to have all or part o f  a direct rollover distribution from an eligible 

retirement plan owned by the member paid directly into the member's individual 

account.

(b) Rollover contributions do not count as a purchase o f  membership service 

for the purpose o f  determining year:' o f  service.

(c) A distributee may elect, at the time and in the manner prescribed hy the 

administrator, to have all or part o f  a direct rollover distribution paid directly to an 

eligible retirement plan specified by the distributee in the direct rollover.

(d) In this section.

(1) "direct rollover" means the payment o f  an eligible rollover 

distribution by the plan to an eligible retirement plan specified by a distributee who is 

eligible to elect a direct rollover;

(2) "distributee" means a member, or a beneficiary who is the 

surviving spouse o f  the member, or an alternate payee;

(3) "eligible retirement plan" means

(A) a conduit individual retirement account described in 26

U.S.C. 408(d)(3)(A);

(13) an annuity plan described in 26 I I.S.C'. 403(a);
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(C) a qualified trust described in 26 U.S.C. 401(a);

(D) an annuity plan described in U.S.C. 403(b); or

(E) a governmental plan described in 26 U.S.C. 457(b);

(4) "eligible rollover distribution" means a distribution o f  all or part o f

a total account to a distributee, except for

(A) a distribution that is one o f  a seiics o f  substantially equal 

installments payable not less frequently than annually over the life expectancy 

o f  the distributee or the joint and last survivor life expectancy o f  tiie distributee 

and the distributee's designated beneficiary, as defined in 26 U.S.C. 401(a)(9);

(B) a distribution that is one o f  a scries o f  substantially equal 

installments payable not less frequently than annually over a specified period 

o f  10 years or more;

(C) a distribution that is required under 26 U.S.C. 401(a)(9);

(D) the portion o f  any distribution that is not includable in

gross income;

(E) a distribution that is on account o f  hardship; and 

(1;) other distributions that arc reasonably expected to total less

than S200 during a year.

Sec. 14.25.370. T ransm itta l  of contributions. All contributions deducted in 

accordance with AS 14.25.310 - 14.25.590 shall be transmitted lo the plan for deposit 

in the trust fund as soon as administratively feasible, but in no event later than 15 days 

following the close o f  the payroll period.

See. 14.25.3,SO. Limitations on contributions. Notwithstanding any other 

provisions o f  this plan, the annual additions to each member's individual account 

under this plan and under all defined contribution plans o f  the employer required to be 

aggregated with the contributions from this plan under the provisions o f  26 I l.S.C. 415 

may not exceed, for any limitation year, the amount permitted under 26 U.S.C. 415 at 

any lime. If the amount o f  a contribution to a member's individual account exceeds 

the limitation o f  26 U.S.C. 415(c) for any limitation year, the administrator shall take 

any necessary remedial action to correct an excess contribution. The provisions of 26 

U.S.C.'. 415. and the regulations adopted under that statute, as applied to qualified
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defined contribution plans o f  governmental employees are incorporated as part of the 

terms and conditions o f  the plan.

See. 14.25.390. Vesting, (a) A participating member is immediately and 

fully vested in that member's contributions and related earnings.

(b) A member is fully vested in the employer contributions made on that 

member's behalf, and related earnings, after five years o f  service. A member is 

partially vested in the employer contributions made on that member's behalf, and the 

related earnings, in the ratio o f

Sec. 14.25.400. Investm ent of individual accounts, (a) The board shall 

provide a range o f  investment options and permit a participant to exercise investment 

control over the participant's assets in the member's individual account as provided in

that control.

(b) A participant may direct investment o f  plan funds held in an account 

among available investment funds in accordance with rules established by the board.

(c) A participant may elect to change or transfer all or a portion o f  the

for investment losses if the prudent investment standard has been met.

(e) The employer, administrator, state, board, or a person or entity who is

(1) 25 percent with two years o f  service;

(2) 50 percent with three years o f  service; and

(3) 75 percent with four years o f  service.

this section. If a participant exercises control over the assets in the individual account, 

the participant is not considered a fiduciary for any reason on the basis o f  exercising

participant's existing account balance among available investment funds not more 

often than once each day in accordance with the rules established by the administrator. 

Only the Iasi election received by the administrator before the transmittal of 

contributions to the trust fund for allocation to the individual account will be used lo 

direct the investment o f  the contributions received.
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participant's account.

(0  To the extent that a member's individual account has been divided as 

provided in a qualified domestic relations order between participants, each participant 

shall be treated as the holder o f  a separate individual account for purposes o f  

investment yields, decisions, transfers, and time limitations imposed by this section.

Sec. 14.25.410. D istribution election at te rm ination , (a) A member is 

eligible to elect distribution o f  the member's account in accordance with this section 

60 days after termination o f  employment.

(b) Notwithstanding (a) o f  this section, distribution o f  all or a portion o f  the 

individual account o f  a member may lake place before the 60th day after the 

termination o f  employment with the approval o f  the administrator if  the member 

makes a written request for a distribution under this subsection. The member's spouse 

must consent to the request in writing if the member is married. Distribution o f  an 

individual account may only be made on account o f  an immediate and heavy financial 

need o f  the member for the following reasons and in the amount the need is 

demonstrated for

(1) medical care described in 26 U.S.C. 213(d) incurred by the 

member, the member's spouse, or the member's dependent, or necessary to obtain that 

medical care;

(2) the purchase o f  a principal residence for the member;

(3) postsecondary education tuition and related educational fees for the 

next 12-month period for the member, the member’s spouse, or a dependent o f  the 

member; in this paragraph, "dependent" has the meaning given in 26 U.S.C. 152;

(4) prevention o f  the eviction o f  the member from the member's 

principal residence or foreclosure on the mortgage o f  the member's principal 

residence; or

(5) any need prescribed by the United States Department o f  the 

Treasury. Internal Revenue Service, in a revenue ruling, notice, or other document o f  

general applicability that satisfies the safe harbor definition o f  hardship under 

regulations adopted under 26 U.S.C. 401 (k).

(c) If a member dies before benefits commence, the member's beneficiary is
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immediately eligible to elect distribution o f  the member's share o f  the member's 

individual account.

(d) Distributions are payable to an alternate payee in accordance vviili the 

terms and conditions o f  a qualified domestic relations order that is received and 

approved by the administrator as specified in AS 14.25.460.

(e) Distributions that are being paid to a member may not be affected by the 

member's subsequent reemployment with the employer. Upon reemployment, a new 

individual account shall be established for the member to which any future 

contributions shall be allocated. Upon subsequent termination o f  employment, the 

member's new individual account shall be distributed in accordance with this section.

Sec. 14.25.420. Form s of d istribu tion , (a) A participant may elect to receive 

distribution o f  the participant's share o f  the individual account in a

(1) lump sum payment, which is a single payment o f  the entire balance

in the account;

(2) periodic lump sum payment, which is a payment o f  a portion o f  the 

balance in the account, not more than twice each year;

(3) period certain annuity payment, which is an annuity payable in a 

fixed number o f  monthly installments for a duration o f  60, 120, or 180 months;

(4) life annuity with a period certain payment, which is an annuity 

payable until the later o f  the first day o f  the month in which the annuitant's death 

occurs, or the date on which the payment o f  a fixed number o f  monthly installments is 

completed; the period certain for installments is 120 or 180 months;

(5) single life annuity payment, which is an annuity payable monthly 

until the first o f  the month in which the annuitant's death occurs; or

(6) joint and survivor annuity payment, which is an annuity payable 

monthly to the member until the first o f  the month in which the member's death 

occurs; after the member’s death, a survivor annuity equal to 50 percent or 100 percent 

o f  the member's benefit, as previously elected by the member, shall be paid monthly to 

the joint annuitant for the remainder o f  the survivor's lifetime.

(b) Upon the death o f  an annuitant whose payments have commenced, an 

annuitant’s beneficiary shall receive further payments only to the extent provided in
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2

accordance with the form o f  payment that was being made to the annuitant. The 

remaining portion o f  the interest shall continue to be distributed at least as rapidly as 

under the method o f  distribution being used before the annuitant's death.

(c) If  a participant dies before the distribution commencement date, 

distribution o f  the participant's entire interest to a beneficiary shall be payable in any 

form other than a joint and survivor annuity.

(d) tf  an unmarried member or other participant fails to elect a form of 

payment before the distribution commencement date, the account shall be paid to a 

beneficiary in the form o f  a lump sum to the extent required by the minimum 

distribution requirements set out in the Internal Revenue Code. If  a married member 

fails to elect a fonn o f  payment before the distribution commencement date, the 

account shall be paid in the form o f  a 50 percent joint and survivor annuity, with the 

member's spouse as the joint annuitant.

Sec. 14.25.430. M a n n e r  o f  electing d is tribu tions, fa) Any election or any 

alteration or revocation o f  a prior election by a participant for any purpose under this 

plan shall be on forms or made in a manner prescribed for that purpose by the plan 

administrator. To be effective, the forms required or the required action for any 

purpose under this plan must be completed and received in accordance with 

regulations adopted by the commissioner o f  administration.

(b) At any lime, but not less than seven days before the distribution 

commencement date, a member, alternate payee, or beneficiary may change

(1) the form o f  payment election;

(2) an election to commence benefits; or

( 3) the joint annuitant designation.

(c) Changes in elections are not allowed on or after seven days before the 

distribution commencement date.

See. 14.25.440. D istribution requ irem ents , (a) Payments to a participant 

shall commence as soon as administratively feasible following the distribution 

commencement date. I he distribution commencement date is the first date on which 

one o f  the following occurs:

( D a  member meets the requirements o f  AS 14.25.410 and has made a

CSSB I41(FIN) - 211-
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complete application for payment under AS 14.25.430;

(2) a participant has elected to defer receipt o f  the account to a date 

specified, the date has been attained, and the participant has made a complete 

application for payment;

(3) a member attains normal retirement age and has not made an 

application for payment or elected to defer receipt o f  the account to a date later than 

normal retirement age;

(4) a member's beneficiary does not make an application for benefits 

and five years have elapsed since the member's death;

(5) notwithstanding (a) o f  this section, a participant whose account has 

a balance o f  S i ,000 or less meets the requirements o f  AS 14.25.430. at which time the 

participant must take payment o f  the participant's account.

(b) The entire interest o f  a participant must be distributed or must begin to be 

distributed not later than the member’s required beginning date.

(c) If a member dies after the distribution o f  the member's interest has begun 

but before the distribution has been completed, the remaining portion o f  the interest 

shall continue to be distributed at least as rapidly as under the method o f  distribution 

being used before the member's death.

(d) If a member has made a distribution election and dies before the 

distribution o f  the member's interest begins, distribution o f  the member's entire interest 

shall be completed by December 3 1 o f  the calendar year containing the 11 Mil 

anniversary o f  the member's death. However, i f  any portion o f  the member's interest 

is payable lo a designated beneficiary, distributions may be made o \e r  the life o f  the 

designated beneficiary or o>cr a period certain not greater than the life expectancy of 

the designated beneficiur>. commencing on or belorc December 31 o f  the calendar 

year immediately following ‘he calendar year in which the member died, and, if  the 

designated bcneficiar> is the member's sure i \ mg spouse, the dale distributions are 

required to begin may not he earlier than the later ol December 3 J o f  the calendar year

(1) immediately following the calendar vear in which the member died, or (?) in which 

the member would have attained 7(i 1,2 years ot age, whichever is earlier. If the 

su m ’ving spouse dies after the member but betore payments to the spouse have begun.

-21- C SSH  M l(F I N )
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the provisions o f  this subsection apply as if  the surviving spouse were the member. 

An amount paid to a child o f  the member shall be treated as if  it were paid to the 

surviving spouse if  the amount becomes payable lo the surviving spouse when the 

child reaches the age o f  majority.

( t)  If a member has not made a distribution election before the member's 

death, the member's designated beneficiary must elect the method o f  distribution not 

later than December 31 o f  the calendar year (1) in which distributions would be 

required to begin under this section, or (2) that contains the fifth anniversary o f  the 

date o f  death o f  the member, whichever is earlier. If  the member does not have a 

designated beneficiary or if  the designated beneficiary does not elect a method of 

distribution, distribution o f  the member's entire interest must be completed by 

December 3 1 o f  the calendar year containing the fifth anniversary o f  the member's 

death.

(S) fo r  purposes o f  fb) o f  this section, distribution o f  a member's interest is 

considered to begin (1) on the member's required beginning date, or (2) if  the 

designated beneficiary is the member's surviving spouse and the surviving spouse dies 

after the member but before payments to the spouse have begun, on the dale 

distribution is required to begin 10 the surviving spouse. If distribution in the form of 

an annuity irrevocably commences to the member before the required beginning date, 

the date distribution is considered lo begin is the date that the distribution actually 

commences.

(g) Notwithstanding any contrary provisions o f  AS 14.25.310 - 14.25.500, tl 

requirements o f  this section apply to all distributions ol a member's interest and take 

precedence over any inconsistent provisions o f  AS 14 25.310 - 14.25.590.

(h) A l l  d istiihutions required under this section are determined and made in 

accordance with  26 U S.( . 4 tJ I(a ) (9 )  and regulations adopted under that statute, 

including any m in im u m  distribution incidental benefit requirement.

t i i  In fids section

(1 )  "designated 0cm  i w «  > mca.w the indiv idual w ho is designated as 

the benelic t. ily under the plan in accordance with 26 U.S.C. 4 0 1 (a ) (9 )  and regulations  

adopted under that statute;
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(2) "required beginning date" means the first day o f  April o f  the 

calendar year following the calendar year in which the member either attains 70 1/2 

years o f  age or actually terminates employment, whichever is later.

See. 14.25.450. Designation of beneficiary, (a) Each participant shall have 

the right to designate a beneficiary and shall have the right, at any time, to revoke the 

designation or to substitute another beneficiary, subject to the following limitation: if 

a married member elects a nonspouse beneficiary, the value o f  the benefit payable to 

tile beneficiary may not exceed 50 percent o f  the member's portion o f  the account 

Lalance, and the member’s spouse shall automatically be considered the beneficiary for 

the remaining 50 percent o f  the account balance, unless the spouse consents to the 

beneficiary designation in a writing that is notarized or witnessed by the administrator. 

If the spouse consents in this manner, a married member may designate a nonspouse 

beneficiary for the entire benefit or any portion o f  the benefit as part o f  an available 

form o f  payment contained in this plan,

(1) except lo the extent a qualified domestic relations order filed with 

the administrator provides for payment to a former spouse or other dependent o f  the 

member: or

(2) unless the member filed a revocation o f  beneficiary accompanied 

by a written consent to the revocation from the present spouse and each person entitled 

under the order; however, consent o f  the present spouse is not required if  the member 

iml the present spouse had been married lor less than one year on the dale o f  the 

member's death and if the member established when filing the revocation that the 

member and the present spouse were not cohabiting.

(b) Except as provided in (a) o f  this section, the member may change or 

revoke the designation without notice to the beneficiary or beneficiaries at any time.

If a member designates more than one hcueliciar\, each shares equally unless the 

member specifies a different allocation or preference. The designation o f  a 

beneficiary, a change or revocation ol a beneficiary, and a consent to revocation o f  a 

beneficiary shall t e  made on a fotm provided by the administrator and is not e lketivc  

until tiled with the administrator.

(c) If a member fails to designate a betu Jiciarv, or if no designated beneficiary

-2J’
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survives the member, the death benefit shall be paid

(1) to the surviving spouse or, if  there is none surviving;

(2) to the surviving children o f  the member in equal parts or, i f  there 

are none surviving;

(3) to the surviving parents in equal parts or, if  there are none

surviving;

(4) to the estate.

(d) A person claiming entitlement to benefits payable under AS 14.25.310 - 

14.25.590 as a consequence o f  a member's death shall provide the administrator with a 

marriage certificate, divorce or dissolution judgment, or other evidence o f  entitlement. 

Documents establishing entitlement may be filed with the administrator immediately 

after a change in the member's marital status. If the administrator does not receive

notification o f  a claim before the dale 10 days after the m em ber’s death, the person

claiming entitlement is not entitled lo receive from the division o f  retirement and 

benefits any benefit already paid by the administrator.

Sec. 14.25.460. Rights u n d e r  qualified domestic rela tions order ,  (a) 

Notwithstanding the nonalienation provisions in AS 14.25.500(a), the administrator 

may direct that benefits be paid to someone other than a member or beneficiary under 

a valid qualified domestic relations order that is executed by the judge o f  a competent 

court in accordance with applicable state law and that has been accepted by the 

administrator.

(b) I he administrator shall determine whether an order meets the requirements 

o f  this section within a reasonable , eriod after receiving an order. The administrator 

shall notify the member and any alternate payee that an order has been received and 

indicate to the member and any alternate payee when the order is accepted. A separate 

account for the alternate payee portion shall be established as soon as administratively 

feasible after the order has been ace pled by the administrator

Sec. 14.25.470. {eligibility to elect medical benefits, (a) A member is 

eligible to elect the medical benefits luiuiCr AS 14.25.480 if the member

( 1) has at least 30 years o f  service, or

(2) is (>5 years o f  age and has at least 10 years o f  service.

CSSH 141 (FIN) -24-
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(b) A member's surviving spouse is eligible to elect medical benefits under 

A ? ’ 4.25.480 if the member had elected, or was eligible to elect, medical benefits at 

th time o f  the member's death.

(c) A member shall elect or reject medical benefits on the forms and in the 

manner prescribed by the administrator. The decision to elect or reject benefits is 

irrevocable.

(d) Election o f  the retiree major medical insurance plan is not required in

order to elect participation in the health reimbursement arrangement.

(e) A person eligible to elect medical benefits is not required to participate in

the health reimbursement arrangement in order to elect participation in the retiree

major medical insurance plan.

(1) An eligible person shall make the irrevocable election to participate or not 

participate in the retiree major medical insurance by rea ’hing 70 1/2 years o f  age, or 

upon termination o f  employment, whichever is later.

Sec. 14.25.480. Medical benefits, (u) The medical benefits available to 

eligible persons are access to the retiree major : edical insurance plan and to the 

health reimbursement arrangement under AS 39.30.300. Access to the retiree major 

medical insurance plan means that an eligible person may not be denied insurance 

coverage except for failure to pay the required premium.

(b) Retiree major medical insurance plan coverage elected by an eligible 

member under this section covers the eligible member, the spouse o f  the eligible 

member, and the dependent children o f  the eligible member.

(c) Retiree major medical insurance plan coverage elected by a surviving 

spnu.se o f  an eligible member under this section covers the surviving spouse and the 

dependent children o f  the e lilib 'e  member who are dependent on the surviving spouse.

(d) Major medical in. urance coverage takes effect on the first day of the 

month following the date o f  lie administrator's approval o f  the election and stop.-, 

when the person who elects c o u ra g e  dies or fails to make a required premium 

payment.

(e) The coverage for persons to  years o f  age or older is the same as that 

available for persons under 65 years o f  age. The benefits payable to those persons 65

-25-
? .W  T o x r  U n d e r l in e d  [DELETED TEXT BRACKETED]

C SSU I4I(F1N>



WORK DRAFT WORK DRAFT 24-LS0637\F

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29 

.•0 

f[

1
2

years o f  age or older supplement any benefits provided under the federal old age, 

survivors and disability insurance program.

(Q The medical and optional insurance premiums owed by the person who 

elects coverage may be deducted from the health reimbursement arrangement. If the 

amount o f  the health reimbursement arrangement becomes insufficient to pay the 

premiums, the person who elects coverage under (a) o f  this section shall pay the 

premiums directly.

(g) The cost o f  premiums for retiree major medical insurarce coverage for an 

eligible member or surviving spouse who is

(1) not eligible for Medicare is an amount equal to the full monthly 

group premiums for retiree major medical insurance coverage;

(2) eligible for Medicare, is the following percentage o f  the premium 

amounts established for retirees who are eligible for Medicare:

(A) 30 percent if  the member had 10 or more, but less than 15, 

years o f  service;

(B) 25 percent if  the member had 15 or more, but less than 20, 

years o f  service;

(C) 20 percent if  the member had 20 or more, but less than 25, 

years o f  service;

(Dj 15 percent if the member had 25 or more, but less than 30, 

years o f  service;

(E) 10 percent if the member had 30 or more years o f  service.

(h ) TIk eligibility for retiree major medical insurance coverage for an 

alternate payee under a qualified domestic relations order shall be determined based 

on the eligibility o f  the member to elect coverage. The alternate payee shall pay the 

full monthly premium for retiree major medical insurance coverage.

(i) A pe\son who is entitled to retiree major medical insurance coverage shall

(1) be infor hied by the administrator A writing

(A) that the health insurance coverage available to retired 

members may be different from the health insurance coverage provided to 

cmp'ovces;
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(B) o f  time limits for selecting optional health insurance 

coverage and whether the election is irrevocable; and

(2) indicate in writing on a form provided by the administrator that the 

person has received the information required by this subsection and whether the 

person has chosen to receive optional health insurance coverage.

(j) The monthly group premiums for retiree major medical insurance coverage 

are established by the administrator in accordance with AS 39.30.095. Nothing in 

AS 14.25.310 - 14.25.590 guarantees a person who elects coverage under (a) o f  this 

section a monthly group premium rate for retiree major medical insurance coverage 

other than the premium in effect for the month in which the premium is due for 

coverage for that month.

(k) In this section, "health reimbursement arrangement" means the plan 

established in AS 39.30.300.

See. 14.25.490. A m endm ent and  te rm ination  o f  plan, (a) The state has the

right to amend the plan at any time and from time to time, in whole or in part,

including the right to make retroactive amendments referred to in 26 U.S.C. 401(b).

(b) The plan administrator may not modify or amend the plan retroactively in 

such a manner as to reduce the benefits o f  any member accrued to date under the plan 

by reason o f  contributions made before the modification or amendment except to the 

extent that the reduction is permitted by the Internal Revenue Code.

(c) The state may, in its discretion, terminate the plan in whole oi part at any

lime without liability for the termination. If the plan is terminated, all investments

remain in force until all individual accounts have been completely distributed under 

the plan, and, after all plan liabilities are satisfied, excess assets revert to the employer.

(d) Any contribution made by an employer to the plan because o f  a mistake o f  

fact must be returned to the employer by the administrator within one year after the 

contribution or discovery, whichever is later.

Sec. 14.25.5110. Exclusive benefit, (a) The corpus or income o f  the assets 

held in trust as required by the plan may not be diverted or used IV Other than the 

exclusive benefit o f  the participants.

(b) If plan benefits are provided through the distribution o f  annuity or

•27-
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insurance contracts, any refunds or credits in excess o f  plan benefits due to dividends, 

earnings, or other experience rating credits, or surrender or cancellation credits, shall 

be paid to the trust fund.

(c) The assets o f  the plan may not be used to pay premiums or contributions o f  

the employer under another plan maintained by the employer.

Sec. 14.25.510. N onguarantee  of re tu rn s ,  rates, o r  benefit am ounts. The 

plan created by AS 14.25.310 - 14.25.590 is a defined contribution plan, not a defined 

benefit plan. The amount o f  money in the account o f  a participant depends on the 

amount o f  contributions and the rate o f  return from investments o f  the account that 

varies over time. If benefits arc paid in the form o f  an annuity, the benefit amount 

payable is dependent on the amount o f  money in the account and the interest rates 

applied and service fees charged by the annuity payor at the time benefits are first 

paid. Nothing in this plan guarantees a participant

time the annuity is paid.

Sec. 14.25.520. N onguaran tec  of em ploym ent. Ihe provisions of 

AS 14.25.310 - 14.25.590 are not a contract o f  employment between an employer and

employment o f  an employer, nor are they a limitation o f  the right o f  an employer to 

discharge an employee with or without cause,

(1) a rate o f  return or interest rate other than that actually earned by the 

account o f  the participant, less applicable administrative expenses; or

(2) an annuity based on interest rates or service charges other than

an employee, nor do they confer a right o f  an employee to be continued in the

Sec. 14.25.590. Definitions. In AS 14.25.’ 10* 14.25.590. unless the context 

requires otherwise,

( 1) "administrator" has the meaning given in AS 14.25.220;

(2) "alternate payee" mi tins a person entitled to a portion ol' the

.SSIJ 141(KIN) - 28-
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(3) "annuitant" means a member, beneficiary or alternate payee who is 

receiving a benefit under this plan;

(4) "beneficiary" means the person or persons entitled to receive 

benefits that may be due from the plan upon the death o f  the member or alternate 

payee;

(5) "board" has the meaning given in AS 14.25.220;

(6) "calendar year" has the meaning given in AS 39.35.680;

(7) "compensation"

(A) means

(i) the total remuneration earned by an employee for 

personal services rendered, including cost-of-living differentials, as 

reported on the employee's Federal Income Tax Withholding Statement 

(Form W-2) from the employer for the calendar year;

(ii) the member contribution to the teachers' retirement 

system under AS 14.25.340;

(B) does not include retirement benefits, severance pay or other 

separation bonuses, welfare benefits, per diem, expense allowances, workers' 

compensation payments, payments for leave not used whether those leave 

payments are scheduled payments, lump-sum payments, donations, or cash-ins, 

any remuneration contributed by the employer for or on account o f  the 

employee under this plan or under any other qualified or nonqualified 

employee benefit plan, any remuneration not specifically included above 

which would have been excluded under 26 ll.S.C. 3121(a) (Internal Revenue 

Code) if  the employer had remained in the Federal Social Security System, or 

any remuneration paid by the employer in excess o f  the Social Security 

Taxable Wage Base for the calendar year;

(C) notwithstanding (B) o f  this paragraph, includes any amount 

that is contributed by the employer under a salary reduction agreement anti that 

is not includible in the gross income o f  the employee under 26 U.S.C. 125, 

132(0(4). 402(e)(3), 402(h)(1)(B) or 403(b) (Internal Revenue Code); the 

annual compensation limitation for the member, which is so taken into account
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for those purposes, may not exceed 5200,000, as adjusted for the cost o f  living 

in accordance with 26 U.S.C. 401(aX17)(B) (Internal Revenue Code), with the 

limitation for a fiscal year being the limitation in effect for the calendar year 

within which the fiscal year begins;

(8) "dependent child" has the meaning given in AS 14.25.220;

(9) "distribution commencement date" has the meaning given in 

AS 14.25.440(a);

(10) "employer" means a public school district, the Board o f  Regents 

o f  the University o f  Alaska, the Department o f  Education and Early Development, or 

the regional resource centers;

(11) "fund" means the assets o f  the plan;

(12) "individual account" means the total maintained by the plan in an 

investment account within the trust fund, established for each member for the purposes 

o f  allocation o f  the member’s contributions, employer contributions on behalf o f  the 

member, and earnings credited to each o f  those contributions, investment gains and 

losses, and expenses, as well as reporting o f  the member's benefit under the plan:

(13) "Internal Revenue Code" has the meaning given in AS 14.25.220;

(14) "investment funds" means those separate funds that are provided 

within and that make up the trust fund and that are established for the purpose of 

directing investment through the exercise o f  the sole control o f  a member, beneficiary, 

or alternate payee under the terms o f  the plan and trust agreement;

(15) "limitation year" means the year for which contributions are made 

to a member's individual account as reported to the Internal Revenue Service under the 

limits described in 26 U.S.C. 415(e);

(16) "member" means an employee o f  an employer or a former 

employee o f  an employer who retains a right to benefits under the plan:

( 17) "membership service" means full-time or part-time employment 

with an employer in the plan:

(18) "normal retirement age" means 0** years o f  age;

(19) "participant" means the person who has a vested right lo an 

individual account, such as a member, an alternate pa \ee  if  the account is subject to a

SSIJ M l ( F I N )  -30-
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qualified domestic relations order, the member's beneficiary if the member is 

deceased, or an alternate payee's beneficiary if the alternate payee is deceased;

(20) "plan" means the retirement benefit plan established under 

AS 14.25.310-14.25.590;

(21) "prudent investment standard" means the degree o f  care, skill, 

prudence, and diligence under the circumstances then prevailing that a prudent person 

acting in a like capacity and familiar with such matters would use in the conduct o f  an 

enterprise o f  a like character and with like aims;

(22) "qualified domestic relations order" means a divorce or 

dissolution judgment under AS 25.24, including an order approving a property 

settlement, that

(A) creates or recognizes the existence o f  an alternate payee's 

right to, or assigns to an alternate payee the right to, receive all or a portion of 

the individual account, or the benefits payable with respect to a member;

(B) sets out the name and last known mailing address, if  any, o f  

the member and o f  each alternate payee covered by the order;

(C) sets out the amount or percentage o f  the member's benefit, 

or o f  any survivor's benefit, to be paid to the alternate payee, or sets out the 

manner in which that amount or percentage is to be determined;

(D) sets out the number o f  payments or period to which the

order applies;

(E) sets out the retirement plan to which the order applies;

(F) does not require any type or form o f  benefit or any option 

not otherwise provided by AS 14.25.310 - 14.25.590;

(G) does not require an increase o f  benefits in excess o f  the 

amount provided by AS 14.25.310 - 14.25.590, determined on the basis of 

Actuarial value; and

(11) does not require the payment, to an alternate payee, of 

benefits that are required to be paid to another alternate payee under another 

order previously determined to be a qualified domestic relations order;

(23) "retiree" means an eligible person who has elected to receive the
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medical benefits under AS 14.25.480;

(24) "retirement fund" or "fund" means the fund in which the assets of

the plan, including income and interest derived from the investment o f  money, are 

deposited and held;

(25) "school year" has the meaning given in AS 14.25.220;

(26) "system" has the meaning given in AS 14.25.220;

(27) "teacher" and "member" arc used interchangeably under

AS 14.25.310 - 14.25.590 and mean a person eligible to participate in the plan and 

w'ho is covered by the plan, limited to

(A) a certificated full-time or part-time elementary or

secondary teacher, a certificated school nurse, or a certificated person in a 

position requiring a teaching certificate as a condition o f  employment in a 

public school o f  the state, the Department o f  Education and Early 

Development, or the Department o f  Labor and Workforce Development;

(B) a full-time or part-time teacher o f  the University o f  Alaska

or a person occupying a full-time administrative position at the University o f  

Alaska that requires academic standing; the approval o f  the administrator must 

be obtained before an administrative position qualifies for membership in the 

plan; however, a teacher or administrative person at the university who is 

participating in the optional university retirement program under AS 14.40.661 

- 14.40.799 is not a member under this plan;

(A) during any school year,

(i) less than nine days, no credit;

(ii) nine days or more but less than 27 days. 0.1 years;

(iii) 27 days or more but less than 45 days. 0.2 years;

(iv) 45 davs or more but less than 63 davs, 0.3 years;' ' # m * * T
(v) 63 days or more but less than 81 days. 0.4 years;

(vi) 81 days or more but less than 100 days, 0.5 years;

(vii) 100 days or more but less than 118 days. 0,6 years;
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1 (viii) 118 days or more but less than 136 days, 0.7

2 years;

3 (ixj 136 days or more but less than 154 days, 0.8 years;

4 (x) 154 days or more but less than 172 days, 0.9 years;

5 (xi) 172 days or more, 1.0 years;

if (B) service performed n a part-time basis o f  half time or more

7 shall be credited in proportion to the amount o f  credit that would have been

8 received for service performed on a full-time basis.

9 * Sec. 30. AS 14.40.280(c) is amended to read:

10 (c) Except as provided by (b) o f  this section, the monetary gifts, bequests, or

11 endowments that are made to the University o f  Alaska shall be managed and invested

12 by the Board o f  Regents. In carrying out its management and investment

13 responsibilities under this subsection, the Board o f  Regents has the same power and

14 obligations to carry out duties with respect to the endowments o f  the University of

15 Alaska as are provided to and required o f  the Alaska R etirem en t M nnnuenient

16 [STATE PENSION INVESTMENT] Board under AS 37.16.210 [AS 14.25.180].

17 * Sec. 3 1. AS 14.40.400(b) is amended lo read:

18 (b) The Board ol' Regents is the fiduciary o f  the fund. The Board o f  Regents

19 shall account for and invest the fund. In carrying out its investment responsibilities

20 under this subsection, the Board o f  Regents has the same powers and duties with

21 respect to the fund as arc provided to and required o f  the Alaska Retirem ent

22 M iinauement [STATE PENSION INVESTMENT] Board under AS 37.10.21(1

23 [AS 14.25.180].

24 * Sec. 32. AS 14.40.671(e) is amended to read:

25 (c) An employee whose rights to transfer assets out o f  a state retirement

26 system are subject to a qualified domestic relations order is entitled to transfer assets

27 from the state retirement system lo the program only if  the requirements for receiving

28 a refund under AS 14.25.159(h). 14.25.39t), |O R | AS 39.35.200(c), o r  39.35.760. as

29 appropriate, are met.

30 * See. 33. AS 22.25.048(e) is amended to read:

31 (c) The Alaska Retirement M nnnncm cnt | STATE PENSION

WORK DRAFT WORK DRAFT 24-LS0637\I;

|| -3.1- C SSH MI(FIN)
L "Jow_Text ilftdr-n  ingcJ I DELETED T E X T  BRACKETED]



11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

WORK DRAFT WORK DRAFT 24-LS0637\F

INVESTMENT] Board is the fiduciary o f  the fund and has the same powers anc 

duties under this section in regard to the judicial retirement trust fund as are provided 

in AS 37.10.210 TAS 14.25.180].

* Sec. 34. AS 22.25.900(1) is amended to read:

(1) "actuarial equivalent" means the adjustment necessary to obtain 

equality in value of the aggregate expected payments under two different forms of 

pension payments, considering expected mortality and interest earnings on the basis of 

assumptions, factors, and methods specified in regulations issued under the system 

that are formally adopted [UNDER AS 22.25.027] by the A laska Retirem ent

M anagem ent Board [COMMISSIONER OF ADMINISTRATION] that clearly 

preclude employer discretion in the determination o f  the amount o f  any justice's, 

judge's, or member's benefit;

* Sec. 35. AS 26.05.226(a) is amended to read:

(a) The Department o f  Military and Veterans' Affairs shall contribute to the 

Alaska National Guard and Alaska Naval Militia retirement system the amounts 

determined by the A h s k a  Retirem ent M anagem ent Hoard [COMMISSIONER OF 

ADMINISTRATION] as necessary to

(I)  fund the system based on the actuarial requirements o f  the system 

as established by the A laska Retirem ent M anagem ent Board [COMMISSIONER 

OF ADMINISTRATION]; and

(?) administer the system.

* See. 36. AS 26.05.228(c) is amended lo read:

(c) The Alaska R et i r e m e n t  M a n a g e m e n t  | STATE PENSION

INVESTMENT] Board is the fiduciary o f  the fund and has the same powers and 

duties under this section in regard lo the fund as are provided under AS 37.10.220 

| AS 14.25.180].

* Sec. 37. AS 36.30.015(0 is amended to read:

(0  The board o f  directors o f  the Alaska Housing Finance Corporation, 

notwithstanding AS 18.56.088, and the board o f  directors o f  the Knik Arm Bridge and 

loll Authority under AS 19.75.1 I I .  shall adopt regulations under AS 44.62 

(Administrative Procedure Act) and the board o f  trustees o f  the Alaska Retirement
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M anagem en t [STATE PENSION INVESTMENT] Board shall adopt regulations 

under AS 37 .10.240 lo govern the procurement o f  supplies, services, professional 

services, and construction for the respective public corporation and board. The

reasonable and equitable opportunities to participate in the procurement process and 

must include procurement methods lo meet emergency and extraordinary 

circumstances. Notwithstanding the other provisions o f  this subsection, the Alaska 

Housing Finance Corporation, the ICnik Arm Bridge and Toll Authority, and the 

Alaska R etirem ent M anagem en t [STATE PENSION INVESTMENT] Board shall 

comply with AS 36.30.170(b).

* Sec. 38. AS 36.30.990(1) is amended to read:

(1) "agency"

(A) means a department, institution, board, commission.

division, authority, public corjoration, the Alaska Pioneers' Home, the Alaska 

Veterans' Home, or other administrative unit o f  the executive branch o f  state 

government:

IB) does not include

(i) the University o f  Alaska;

(ii) the Alaska Railroad Corporation;

(iii) the Alaska Housing Finance Corporation;

(iv) a regional Native housing authority created under 

AS 18,55.996 or a regional electrical authority created under

regulations must reflect competitive bidding principles and provide vendors

AS 18.57.020;

(v) the Department o f  Transportation and Public

(vi) the Alaska Aerospace Development Corporation; 

ivii) the Alaska R etirem ent M anagem ent [STATE 

PENSION INVESTMENT! Board;

(viii) the Alaska Seafood Marketing Institute;

-35-
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* See. 39. AS 37.10.071(d) is amended to read:

(d) In exercising investment, custodial, or depository powers or duties under 

this section, Ihe fiduciary or the fiduciary's designee is liable for a breach o f  a duly 

that is assigned or delegated under this section, or under [AS 14.25.180,] 

AS 14.40.255, 14.40.280(c), 14.40.400(b), AS 37.10.070, AS 37.14.110(c), 37.14.160, 

or 37.14.170 [, OR AS 39.35.080]. However, the fiduciary or the designee is not 

liable for a breach o f  a duty that has been delegated to another person if  the delegation 

is prudent under the applicable standard o f  prudence set out in statute or if  the duty is 

assigned by law to another person, except to the extent that the fiduciary or designee

(1) knowingly participates in, or knowingly undertakes to conceal, an 

act or omission o f  another person knowing that the act or omission is a breach o f  that 

person's duties under this chapter;

(2) by failure to comply with this section in the administration o f  

specific responsibilities, enables another person to commit a breach o f  duty; or

(3) has knowledge o f  a breach o f  duty by another person, unless the 

fiduciary or designee makes reasonable efforts under the circumstances to remedy the 

breach.

* See. 40. AS 37.10.071(0 is amended to read:

(f) In this section, "fiduciary o f  a state fund" or "fiduciary" means

(1) the commissioner o f  revenue for investments under AS 37.10.070;

or

(2) with respect to the Alaska R etirem ent M ana»cm ent [STATE 

PENSION INVESTMENT! Hoard, for investments o f  the collective funds that it 

m nn a lies and adm inisters  (UNDER OR SUBJECT TO AS 14.25.180),

(A) each trustee who serves on the board o f  trustees; and

(B) any other person who exercises control or authority with 

respect to management or disposition o f  assets for which the board is 

responsible or who gives investment advice to the board; or

(?) the person or body provided by law to manage the investments for 

investments not subject to [AS 14.25.180 OR] AS 37.10.070.

* See. 41. AS 37.10.210 is repealed and reenacted to read:
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See. 37.10.210. A laska Retirem ent M anagem en t Board, (a) The Alaska 

Retirement Management Board is established in the Department o f  Revenue. The 

board's primary mission is to serve as the trustee o f  the assets o f  the state's retirement 

systems, the State o f  Alaska Supplemental Annuity Plan, and the deferred 

compensation program for state employees. Consistent with standards o f  prudence, 

the board has the fiduciary obligation to manage and invest these assets in a manner 

that is sufficient to meet the liabilities and pension obligations o f  the systems, plan, 

and program. The board may, with the approval o f  the commissioner o f  revenue and 

upon agreement with the responsible fiduciary, manage and invest other state funds so 

long as the activity does not interfere with the board's primary mission. In making 

investments, the board shall exercise the powers and duties o f  a fiduciary o f  a state 

fund under AS 37.10.071.

(b) The Alaska Retirement Management Board consists o f  nine trustees. The 

commissioner o f  administration and the commissioner o f  revenue shall serve on the 

board. The governor shall appoint seven additional trustees who meet the eligibility 

requirements for an Alaska permanent fund dividend and who are professionally 

credentialcd or have recognized competence in investment management, finance, 

banking, economics, accounting, pension administration, or actuarial analysis as 

follows:

(1) three trustees shall be appointed from the general public; a trustee 

appointed under this paragraph may not hold another state office, position, or 

employment and may not be a member or beneficiary o f  a retirement system managed 

by the board:

(2) one trustee shall be employed a* a finance officer for a political 

subdivision participating in the public employees’ retirement system:

(3) one trustee shall be employed as a linance officer for a political 

subdivision participating in the teachers' retirement system;

(•'* one trustee shall he a member o f  the public employees' retirement

system;

(5) one trustee shall be a member o f  the teachers' retirement system.

(c) The trustees, other than the two commissioners, shall serve for staggered

-37-
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terms o f  three years and may be reappointed to the board for a total of three 

consecutive tenns. A person who has served three consecutive terms may not be 

reappointed to the board for at least one year.

(d) The governor may, by written notice to the trustee, remove a trustee for 

cause. After a trustee receives written notice o f  removal, the trustee may not 

participate in board business and may not be counted for purposes o f  establishing a 

quorum.

(e) A vacancy on the board o f  trustees shall be promptly filled. A person 

filling a vacancy holds office for the balance o f  the une.xpircd term o f  the person's 

predecessor, and the balance o f  the unexpircd term served is nui included in the three- 

term limitation under (c) o f  this section. A vacancy on the board does not impair the 

authority o f  a quorum of  the board to exercise all the powers and perform all the duties 

o f  the board.

( 0  l ive trustees constitute a quorum for the transaction o f  business and the 

exercise o f  the pov.crs and duties o f  the board.

(g) A trustee may not designate another person to serve on the board m the 

absence o f  the trustee.

(hi The board shall provide annual training to its members on the duties and 

powers o f  a fiduciary o! a state tund and other training as necessary to Keep the 

members o f  the board educated about pension management and investment.

ti) Ihe board shall elect a trustee to serve as chair and a trustee to serve as 

vicc-ehmr lor one-jear  terms. A trustee may be reelected to se r \e  fltltfititP.il terms as 

chair or vice-chair.

* Sec. 42. AS 37. Ill s amended by adding a new section to read

Sic. 3J.I0.21&. Aitoriicy general. Ihe attorney geneial is the legal counsel 

lor the boattl and shall advi .c the hoard .uni lepresent it in a legal proceeding.

* Sec. 43. AS 37.10.220 is repealed and reenacted to read:

Sec. 37 .It).220. Powers and  duties of the hoard ,  (a) The board shall

(1 1 hold regular a rd  special meetings at the ml) o f  the iha ir  or o f  at 

least five member*, meetings arc open to the public, and the board shall keep a full 

record ol all its proceedings;
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(2) after reviewing recommendations from the Department of 

Revenue, adopt investment policies for each o f  the funds entrusted to the board;

(3) determine the appropriate investment objectives for the defined 

benefit plans established under the tcachci ' retirement system under AS 14.25 and the 

public employees' retirement system under AS 39.35;

(4) provide a range o f  investment options and establish the rules by 

which participants can direct their investments among those options with respect to 

accounts established under

(A) AS 14.25.340 and 14.25.350 (teachers’ retirement system 

defined contribution individual accounts);

(B) AS 39.30.150 - 39.30. ISO (Slate o f  Alaska Supplementary

Annuity Plan);

(C ) AS 39.35.730 - 39.35.750 (public employees' retirement 

system defined contribution individual accounts); and

(D) AS 39.45.010 - 39.45 060 (public employees' deferred 

compensation program);

(5) establish the rate o f  interest that shall be annually credited lo each 

member's individual eontributio' account in accordance with AS 14.25.145 and 

AS 39.35.100 and the rate o f  interest that shall be annually crediWd to each member's 

account in the health reimbursement arrangement plan under AS 39.30 300 - 

39.30.495; the rate o f  interest shali be adopted on the basis o f  the probable effective 

rale o f  interest on a long-term basis, and the rale may be changed from lime to time;

(6 ) adopt a contribution surchatge as necessary under AS 39.35. lMI(c);

(7) coordinate with the reineme.it system administrator to h aw  an 

annual actuarial valuation o f  each retirement system prepared to determine system 

assets, accrued liabilities, and funding ratios and to certify to the appropriate 

budgetary authority o f  each em plo\er ifl the system

(A) an appropriate contribution rate lor normal costs; and

(B) an appropriate contribution rate for liquidating any past 

service liability,

(X) review actuarial assumptions prepared ami certified by a member

WORK D P A F T  WORK DRAFT 24-LS0637\F
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of  the American Academy o f  Actuaries and conduct experience analyses o f  the 

retirement systems not less than once every four years, except for health cost 

assumptions, which shall be reviewed annually;

(9) contract for an independent audit o f  the slate's actuary not less than

5 |  once every four years;

6  |  ( 10) contract for an independent audit o f  the state's performance

7 I consultant not less than once every four years;

8 ( 11) obtain an external performance review to evaluate the investment

9 B policies o f  each fund entrusted to the board and report the results o f  the review to the

0 I appropriate fund fiduciary;

( 12) by the first day o f  each regular legislative session, report to the

governor, the legislature, and the individual employers participating in the state's 

retirement systems on the financial condition o f  the systems in regard to

(A) the valuation o f  trust fund assets and liabilities;

15 (B) current investment p-. licies adopted by the board;

16 (C) a summary o f  assets held in trust listed by the categories of

17 investment;

IS |  (I)) the income and expenditures for the previous fiscal year;

19 |  (fi) the return projections for the next calendar year;

(F) one-year, three-) ear, five-year, and 10-vear investment 

performance lor each o f  the funds entrusied to the board; and

((i) other statistical data necessary for a proper understanding 

of the inaneial status o f  the systems;

(14) submit ijuarteiijr updates ot the investment performance reports to 

the Legislative Budget and Audit Committee: and 

26 || (15) develop an annual operating hudget.

tb j The Hoard rliay

( 1 1 employ outside investment advisors to review investment policies;

U ) enter into an agreement with the fiduciary 6 i .mother state fund i:i 

older to assume the management and investment o f  those assets;

(.3) contract tor other services necessarv to execute the board's powers
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and duties;

(4) enter into confidentiality agreements that would exempt records 

from AS 40.25.110 and 40.25.120 if the records contain information that could affect 

the value o f  investment by the board or that could impair the ability o f  the board to 

acquire, maintain, or dispose o f  investments.

(c) Expenses for the board and the operations o f  the board shall be paid from 

the retirement fund.

* Sec. 44. AS 37.10.250 is amended to read:

Sec. 37.10.250. Com pensation  of trustees. Trustees, i ter than trustees who 

are employees o f  the $10104 fORJ a political subdivision o f  the state, o r  a school 

d istrict o r  regional educational a t tendance area  in the state, receive an honorarium 

o f  SI 50 for each day spent at a meeting o f  the board or at a meeting o f  a subcommittee 

o f  the board or at a public meeting as a representative o f  the board, including a day in 

which a trustee  travels to or from a m eeting . Trustees who are state employees are 

entitled to administrative leave for service as a trustee. Trustees who are employees o f  

a political subdivision o f  the state or a school d istrict or regional educational 

a t tendance  area  in the slate M.r'* entitleu to leave benefits provided by their employers 

comparable to those provided to state employees for service as a trustee. Trustees are 

entitled to per diem and travel expenses Authorized for boards and commissions under 

AS 39 .20 .ISO.

* Sec. 45. AS 37.10.270(a) is amended to read:

(a) Ihe board mav | S11A LI 1 appoint an investment advisory council 

composed o f  al Iftist three and not more than live members. Members o f  the* council 

shall possess experience and expertise in linuncial investments and management o f  

inveJm ent portf: lifts lor public, corporate, or union pension benefit funds, 

‘foundation*, or endowments.

* Sec. 46. AS 37 10.3l,0 is amended to read

See. 37.10.39(1. Dcfinitii .is. In AS 37 10.210 ■ 37.10.390. unless di context 

vMherwi.se requires.

( 1 1 board means the board ol trustees o f  the Alaska Retirement 

Miiiiauement |STATI< IM \ S I ( ) \  I S VI STMIrN 11 Hoard;
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(2 ) "retirement systems" o r  "system s" means the teachers' retirement 

system, the judicial retirement system, the Alaska National Guard and Alaska Naval 

Militia retirement system, [AND] the public employees' retirement system, the State 

o f  A laska teachers ' and  public employees' re tiree health re im bursem ent 

a r ra n g e m e n t  plan, and the elected public officers1 re tirem en t system under  

fo rm er  AS 39.37.

* Sec. 47. AS 37.10.390 is amended by adding a new paragraph to read:

(3) "fund" means the fund or funds composed o f  the assets o f  each o f  

the retirement systems administered and managed by the board.

* See. 48. AS 37.14.160 is amended to read:

Sec. 37.14.160. Duties o f  the com missioner of revenue. The commissioner 

o f  revenue is the treasurer o f  •' - trust fund created in AS 3 7 .14.110 and shall

( 1) in carrying out investment duties under this section, exercise the 

same powers and duties established for the Alaska R etirem ent M anagem ent [STATE 

PENSION INVESTMENT] Board in AS 37.10.210 IAS 14.25.180(c)];

(2 ) deposit the principal and income from investments in separate- 

principal and income accounts for the fund;

(3) invest and maintain accounting records that distinguish between the 

principal and income o f  the fund;

(4) provide reports to the board established under AS 37.14.120 on the 

condition and investment performance o f  the fund.

* See. 49. AS 37.14.210(4) is amended to read:

(4) invest and reinvest the assets o f  the trust as provided in this section 

and as provided for the investment o f  funds under [AS 14.25.180(e) AND|

AS 37.14.170;

* See. 50. AS 37.14.520(4) is amended to read:

(4) invest and reinvest the assets o f  the fund as provided in this section

and as provided lor the investment o f  funds under [AS 14.25.180(c) AND|

. i 37.14.170;

* Sec. 51. AS 37.14.610 is amended to read:

See. 37.14.610. Duties o f  the commissioner. I he commissioner o f  revenue

WORK D R A FT WORK DRAFT 24-LS0637'F
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lias the power and duty to

(1) act as official custodian o f  the cash and investments belonging to 

the Arctic Winter Games Team Alaska trust by securing adequate and safe custodial 

facilities;

(2) exercise the same powers and duties as those established for the 

Alaska R e tirem en t M anagem ent [STATE PENSION INVESTMENT] Board in 

AS 37.10.210 [AS 14.25.180(b) AND (c)];

(3) invest the assets o f  the trust in a manner likely to yield at least five 

percent real rate o f  return over time;

(4) maintain accounting records o f  the trust in accordance with 

investment accounting principles;

(5) enter into and enforce contracts or agreements considered 

necessary for the investment purposes o f  the trust;

(6) report annually to the board o f  directors o f  the Arctic Winter 

Games Team Alaska the condition and performance o f  the trust;

(7) monitor use o f  trust money by the Arctic Winter Games Team

Alaska: and

(8) do all acts that the commissioner o f  revenue considers necessary or 

proper in administering the assets o f  the trust.

* See. 52. AS 39.30.090(a) is amended to read:

(a) The Department o f  Administration may obtain a policy or policies o f  group 

insurance covering state employees, persons entitled to coverage under AS 14.25.168. 

14.25.480. AS 22.25.090. AS 39.35.535, 39.35.880. or former AS 39.37.145. 

employees o f  other participating governmental units, or persons entitled to coverage 

under AS 23.15.136. subject to the following Conditions:

(1) A group insurance policy shall provide one or more o f  the 

following benefits: life insurance, accidental death and disnv mbermcnl insuraiKe. 

weekly indemnity insurance, hospital expense insurance, surgical expense insurance, 

dental expense insurance, audiovisual insurance, or oilier medical care insurance.

(2) Each eligible employee o f  the state, the spouse and the unmarried 

children chiefly dependent on the eligible employee for support, and each eligible

- I J -
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employee o f  another participating governmental unit shall he covered by the group 

policy, unless exempt under regulations adopted by the commissioner o f  

administration.

(3) A governmental unit may participate under a group policy if

(A) its governing body adopts a resolution authorizing 

participation, and payment o f  required premiums;

(B) a certilied copy o f  the resolution is filed with the 

Department o f  Administration; and

(C) the commissioner o f  administration approves the 

participation in wiiting.

(4) In procuring a policy o f  group health or group life insurance as 

provided under this section or excess loss insurance as provided in AS 39.30.091, the 

Department o f  Administration shall comply with the dual choice requirements o f  

AS 21.86.310, and shall obtain the insurance policy from an insurer authorized to 

transact business in the state under AS 2 .09, a hospital or medical service corporation 

authorized lo transact business in this state under AS 21.87, or a health maintenance 

organization authorized to operate in this state under AS 21.86. An excess loss 

insurance policy may be obtained from a life or health insurer authorized to transact 

business in this slate under AS 21.09 or from a hospital or medical service corporation 

authorized to transact business in this state under AS 21.87.

under AS 21.09 and all hospital or medical service corporations authorized to transact

hospital or medical service corporation, or third-party administrator with adequate

(5) Ihe Department o f  Administration shall make available bid 

specifications for desired insurance benefits or for administration o f  benefit claims and 

payments lo (A) all insurance carriers authorized to transact business in this state

once every five years. The lowest responsible bid submitted by an insurance carrier)
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servicing facilities shall govern selection of a carrier, hospital or medical service 

corporation, or third-party administrator tinder this section or the selection o f  an 

insurance carrier or a hospital or medical service corporation to provide excess loss 

insurance as provided in AS 39.30.091.

(6) If  the aggregate o f  dividends payable under the group insurance 

policy exceeds the governmental unit's share o f  the premium, the excess shall be 

applied by the governmental unit for the sole benefit o f  the employees.

(7) A person receiving benefits under AS 14.25.110, AS 22.25, 

AS 39.35, or former AS 39.37 may continue the life insui..nce coverage that was in 

effect under this section at ihe time o f  termination o f  employment with the state or 

participating governmental unit.

(8) A person electing to have insurance under (7) o f  this subsection 

shall pay the cost o f  this insurance.

(9) For each permanent part-time employee electing coverage under 

this section, the state shall contribute one-half the state contribution rate for permanent 

full-time state employees, and the permanent part-time employee shall contribute the 

other one-half.

(10) A person receiving benefits under AS 14.25, AS 22.25, AS 39.35, 

or former AS 39.37 may obtain auditory, visual, and dental insurance for that person 

and eligible dependents under this section. The level o f  coverage for persons over 65 

shall be the same as that available before reaching age 65 except that the benefits 

payable shall be supplemental to any benefits provided under the federal old age, 

survivors, and disability insurance program. A person electing to have insurance 

under this paragraph shall pay the cost o f  the insurance. The commissioner of 

administration shall adopt regulations implementing this paragraph.

(11) A person receiving benefits under AS 14.25, AS 22.25, AS 39.35. 

or former AS 39.37 may obtain long-term care insurance for that person and eligible 

dependents under this section. A per on who elects insurance under this paragraph 

shall pay the cost o f  the insurance premium. The commissioner o f  administration 

shall adopt regulations to implement this paragraph.

(12) Fach licensee holding a current operating agreement for a vending
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facility under AS 23.15.010 - 23.15.210 shall be covered by the group policy that 

applies to governmental units other than the state.

* See. 53. AS 39.30.095(d) is amended to read:

(d) If the commissioner o f  administration determines that there is more money 

in the fund than the amount needed to pay premiums, benefits, and administrative 

costs for the current fiscal year, the surplus, or so much o f  it as the commissioner o f  

administration considers advisable, may be invested by the commissioner o f  revenue 

in the same manner as retirement funds are invested under AS 37.10.210 

[AS 14.25.180],

* Sec. 54. AS 39.30.150(b) is amended to read:

(b) Employees o f  Ihe division o f  marine transportation included in 

AS 39.35.095 - 39.35.680 [THE PUBLIC EMPLOYEES' RETIREMENT SYSTEM] 

through the process o f  collective bargaining under AS 39.35.680(21 )(D) may, under 

the terms o f  a collective bargaining agreement, utilize contributions made under (a) o f  

this section on their behalf to offset the costs o f  inclusion in the public employees' 

retirement system; however,

(1) the state is placed under no obligation to continue making 

contributions under this section if  the state resumes participation in the federal social 

security system;

(2) the bargaining agreement must provide a mechanism for satisfying 

any residual liabilities that might exist if the state resumes participation in the federal 

social security system: and

(3) funds contributed under (a) o f  this section on behalf o f  employees 

who are not covered by maritime union contracts may not be obligated or expended to 

pay any costs associated with the inclusion o f  marine transportation employees in 

AS 39.35.095 - 39.35.680 [THE PUBLIC EMPLOYEES' RETIREMENT SYS’I EM|.

r See. 55. AS 39.30 is amended by adding a new section to read:

See. 39.30.151. A dm in istra to r .  The commissioner o f  administration or the 

commissioner's designee is the administrator o f  the system.

* See. 56. AS 39.30 is amended by adding a new section to read:

Sec. 39.30.154. Powers and duties of ihe adm in is tra to r .  The administrator
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has the same powers and duties with regard to the plan as those set out in 

AS 14.25.004.

* Sec. 57. AS 39.30.155 is repealed and reenacted to read:

Sec. 39.30.155. Management and investment of  fund. The Alaska 

Retirement Management Board is the fiduciary o f  the fund and has the same powers 

and duties under this section in regard to the fund as are provided under AS 37.10.210.

* Sec. 58. AS 39.30.160(a) is amended to read:

(a) The Department o f  Administration shall, in accordance with policies 

prescribed by regulations o f  the Alaska Retirement Management [PUBLIC 

EMPLOYEES RETIREMENT] Board, provide to employees for whom special 

individual employee benefit accounts are established under AS 39.30.150 the 

following benefit options:

* Sec, 59. AS 39.30.160(e) is amended to read.

(e) Regulations adopted by the hoard  [PUBLIC EMPLOYEES 

RETIREM ENT BOARD] implementing AS 39.30.150 and this section are not subject 

to AS 44.62 (Administrative Procedure Act).

* Sec. 60. AS 39.30.175(a) is amended to read:

(1) supplemental health benefits; [,]

(2) supplemental death benefits; [,]

(3) supplemental disability benefits; [,] and

(4) supplemental dependent care benefits.

(a) The hoard  [ALASKA STATE PENSION INVESTMENT BOARL] is the 

fiduciary o f  the mandatory receipts, under AS 39.30.150(a), o f  the employee benefits 

program established under AS 39.30.150 - 39.30.180 and has the same powers and 

duties concerning the management and investment in regard to those receipts as are 

provided under AS 37.10.210 IAS 14.25.180],

* Sec. 61. AS 39 .30 .180 is amended by adding a new paragraph to read:

(3) "board" means Ihe hoard o f  trustees *>f the Alaska Retirement

Management Board established under AS 37.10.210.

*  Sec. 62. AS 39.30 is amended by adding new sections to read:
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R eim bursem ent A rran g em en t  Plan.

Sec. 39.30.300. State  o f  A laska T eachers ' and  Public  Em ployees ' Retiree 

Health R eim bursem ent A rran g em en t P lan  established. The State o f  Alaska 

Teachers' and Public Employees' Retiree Health Reimbursement Arrangement Plan is 

established for teachers who first become members o f  the defined contribution plan o f  

the teachers' retirement system under AS 14.25.310 - 14.25.590 on or after July I. 

2005, and employees o f  the state, political subdivisions o f  the state, and public 

organizations o f  the state who first become members o f  the defined contribution plan 

o f  the public employees' retirement system under AS 39.35.700 - 39.35.990 on or after 

July 1,2005.

See. 39.30.310. Purpose  and  effective date, (a) The purpose o f  the plan is to 

allow medical care expenses to be reimbursed from individual savings accounts 

established for eligible persons.

(b) The plan becomes effective July 1, 2005, at which time contributions by 

employers begin.

Sec. 39.30.320. A tto rney  general. The attorney general o f  the state is the 

legal counsel for the plan and shall advise the administi.'tor and represent the plan in a 

legal proceeding.

Sec. 39.30.330. A dm in is tra to r .  The commissio.iLr o f  administration or the 

commissioner's designee is the administrator o f  the plan.

Sec. 39.30.340. Powers and  duties of the ad m in is tra to r .  The administrator 

shall establish a teachers' and public employees' retiree health reimbursement 

arrangement plan trust fund in which the assets o f  the plan shall be deposited and held. 

The administrator has the same powers and duties with regard to the plan and the trust 

fund as provided in AS 14.25,004.

See. 39.30.350. E m ployer con tribu tion  fund. The fund established under 

AS 39.30.340 is an employer contribution fund. I he value o f  the fund reflects 

employer contributions, expenses, and investment gains and losses. Employee 

contributions to the fund arc not permitted.

Sec. 39.30.360. M anagem ent and investment o f  the fund. The Alaska 

Retirement Management Hoard is the fiduciary o f  the fund and has the same powers
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and duties under this section in regard to the fund as are provided under AS 37.10.220.

Sec. 39.30.370. C on tribu tions by employers. For each member o f  the plan, 

an employer slit II contribute to the teachers' and public employees' retiree health 

reimbursement arrangement plan trust fund an amount equal to cne percent o f  the 

employer's average annual empioyee compensation, not to exceed $500 a member a 

year. The administrator shall maintain a record for each member to account for 

employer contributions on behalf o f  that member. The board shall establish by 

regulation the rate o f  interest to be applied annually to the amount in a member's 

individual account.

Sec. 39.30.380. T erm ination  of em ploym ent. A person who terminates 

employment before application and eligibility for normal retirement loses any right to 

the contributions made on behalf o f  the person to the teachers' and public employees' 

retiree health reimbursement arrangement trust fund. If a person icturns to 

employment with the same employer within five years after the date of termination 

and if  me employer is still a participating employer, the person's account balance shall 

be restored in the amount recorded on the date o f  termination from the trust, without 

interest or other adjustment.

See. 39.30.390. Eligibility and re im bursem ent.  Persons who meet the 

eligibility requirements o f  AS 14.25.470 and AS 39.35.870 are eligible for 

reimbursements from the individual account established fo ra  member under the plan.

Sec. 39.30.400. Benefits payable from the individual account, (a) The 

administrator may deduct the cost o f  monthly premiums from the individual account 

for retiree major medical insurance on behalf o f  an eligible person who elected retiree 

major medical insurance under AS 14.25,480 or AS 39.35.880.

(b) 11pon application o f  an eligible person, the administrator shall reimburse to 

the eligible person the costs for medical care expenses as defined in 26 I >.S.(\ 213(d). 

Reimbursement is limited to the medical expenses o f

(1) au eligible member, the spouse o f  an eligible member, and the 

dependent children o f  an eligible member: or

(2) a surviving spouse and the dependent children o f  an eligible 

member dependent on the surviving spouse.

WORK DRAFT WORK DRAFT 24-LS0637\F
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(c) When the member's individual accnun’ balance is exhausted, the insurance 

premium deductions under (a) o f  tins section and the reimbursement o f  medical care 

expenses under (b) o f  this section end.

(d) If  all eligible persons die before exhausting the member's individual 

account, the account balance shall revert to the plan.

See. 39.30.410. Exem ption from taxation and  process, (a) Contributions 

and other amounts held in the plan on behalf o f  a member or other person who is or 

may become eligible for benefits under the plan may be used only to reimburse 

eligible medical expenses, arc exempt from Alaska state and municipal taxes and 

federal taxes to the extent allowed under the Internal Revenue Code, and are not 

subject to anticipation, alienation, sale, transfer, assignm it, pledge, encumbrance, or 

charge o f  any kind, either voluntary or involuntary, before they are received by the 

person entitled to the amount under the terms o f  the plan. Any attempt to anticipate, 

alienate, sell, transfer, assign, pledge, encumber, charge, or otherwise dispose o f  any 

right to amounts accrued in the plan is void. However, a member's right to receive 

benefits may be assigned

(1) under a qualified domestic relations order; or

(2) to a trust or similar legal device that meets the requirements for a 

Medicaid-qualifying trust under AS 47.07.020(0 and 42 U.S.C. 1396n!d)(4).

(b) Notwithstanding AS 00.38.065, contributions and other amounts held in 

the plan and benefits payable under this plan are exempt from garnishment, execution, 

or levy.

Sec. 39.30.420. A m endm ent ami term ination  of plan, (a) The state has the 

right to amend the plan al any time and from time to time, in whole or in part, 

including the right to make retroactive amendments referred to in 26 I ' .S / ' .  401(b).

(b) The plan administrator may not modify or amend the plan retroactively in 

such a manner as to reduce the benefits o f  any member rufcrued to dale under the plan 

by reason o f  contributions made before the modification or amendment except to the 

extent that the reduction is permitted by the Internal Revenue Code.

(e) I he state may, in its discretion, terminate the plan in whole or part at any 

time without liability for ihe let nination. If the plan is terminated, all investments
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icmain in force until all individual accounts have been completely distributed under 

the plan, and, after all plan liabilities are satisfied, excess assets revert lo the employer.

(d) Any contribution made by an employer to the plan because o f  a mistake of 

fact must be returned to the employer by the administrator within one year after the 

contribution or discovery, whichever is later.

Sec. 39.30.430. Exclusive benefit, (a) The corpus or income o f  the assets 

held in trust as required by the plan may not be diverted or used for other than the 

exclusive benefit o f  the participants.

(b) The assets o f  the plan may not be used to pay premiums or contributions of 

the employer under another plan maintained by the employer.

Sec. 39.30.495. Definitions. Unless the context requires otherwise, in 

AS 39.3C.300 - 39.30.495

(1) "administrator" means the commissioner o f  administration or the 

commissioner's designee;

(2) "board" means the Alaska Retirement Management Board 

established under AS 37.10.210;

t3) "compensation" has the meaning given in AS 14.25.590;

(4) "eligible person" means a person who meets Ihe eligibility 

requirements o f  AS 14.25.470 or AS 39.35.870;

(5) "dependent child" has the meaning given in AS 39.35.o80j

(6) "employer" has the meaning given in AS 14.25.590 for employers 

o f  teachers in the defined contribution plan established in AS 14.25.310 - 14.25.590 

and has the meaning given in AS : 9.35.990 for employers o f  public employees in the 

defined contribution plan established in AS 39.35.700 - 39.35.990;

(7) "fund" means the assets o f  the teachers' and public employees' 

retiree health reimbursement arrangement plan trust fund;

(8) "individual account" means the record established by the 

administrator for individual employees under the teachers' and public employees' 

retiree health reimbursement arrangement plan;

(9) "member" means a member o f  the defined contribution plan o f t ’ e 

teachers' retirement svstem in AS 14.25.310 14.25.590 or a member o f  the public

WORK DRAFT WORK DRAFT 24-LS0637\F
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employees' retirement system in AS 39.35.700 - 39.35.990;

(10) "plan" means the State o f  Alaska Teachers' and Public Employees' 

Retiree Health Reimbursement Arrangement Plan established in AS 39.30.300;

(11) "qualified domestic relations order" has the meaning given in

AS 14.25.220.

* Sec. 63. AS 39.35 is amended by adding new sections to read;

Article 1. A dm inistra tion  of the Public Employees' R etirem ent System of Alaska.

Sec. 39.35.001. Purpose . The purpose o f  this chapter is to encourage 

qualified personnel to enter and remain in service with participating employers oy 

establishing plans for the payment o f  retirement, disability, and death benefits to or on 

behalf o f  the members.

Sec. 39.35.002. A ttorney general. The attorney general o f  the state is the 

legal counsel for the system and shall advise the administrator and represent the 

system in a legal proceeding.

Sec. 39.35.003. A dm in is tra to r ,  (a) The commissioner o f  administration or 

the commissioner's designee is the administrator o f  the system.

(k) I he commissioner o f  administration shall adopt regulations to govern the 

operation o f  the system.

See. 39.35.004. Powers and  duties of the adm in is tra to r ,  (a) The 

administrator shall

(1) establish and maintain an adequate system o f  accounts,

(2) transmit the funds deposited in the system to the retirement fund 

establishe d and maintained by the Alaska Retirement Management Hoard;

(3) approve or disapprove claims for retirement benefits;

(4) make payments for the various purposes specified;

(5) submit periodic repot it! or statements o f  account that are needed:

( 6) issue a statement o f  account to an emplov •»* not less than once each

year showing the amount o f  the employee's contributions to the applicable plan in the 

system;

(7) formulate and recommend to the commissioner o f  administration 

regulations to govern the operation o f  Ihe system,

WORK DRAFT WORK DRAFT 24-LS0637\F
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(8) as soon as possible after the close o f  each fiscal year, and not later 

than six months after the close o f  each fiscal year, send to the governor and the 

legislature an annual statement on the operations o f  each o f  the plans it: the system 

containing

(A) a balance sheet;

(13) a statement o f  income and expenditures for the year;

(C) a report on valuation o f  trust fund assets;

(D) a summary o f  assets held in the trust fund listed by the 

categories o f  investment, as provided by the Alaska Retirement Management 

Board;

(E) other statistical financial data that are necessary for proper 

understanding o f  the financial condition o f  the system as a whole and each plan 

in the system and the result o f  its operations;

(9) engage an independent certified public accountant to conduct an 

annual audit o f  each plan's accounts and the annual report o f  the system's financial 

condition and activity;

(10) report to the Legislative Budget and Audit Committee concerning 

the condition and administration o f  each plan and distribute the report to the members 

o f  each plan in the system;

(11) publish an information handbook for each plan in the system at 

intervals that the administrator considers appropriate; and

(12) meet at least annually with the board to review the condition and 

management o f  the retirement systems and lo review significant changes to policies, 

regulations or benefits;

(13) do whatever else may be necessary lo carry out the purposes o f  

each plan in the system.

(b) The administrator is authorized to charge uniform fees to members' 

accounts to cover the ongoing com  ofnpcrating each plan in the system.

(e) I he administrator is author/.ed lo contract with public and private entities 

to provide r cord keeping, benefits payments, and other functions necessary for the 

administration o f  each plan in the system.
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Sec. 39.35.005. Regulations, (a) Regulations adopted by the commissioner 

of administration under this chapter relate to the internal management o f  state 

agencies, and the adoption o f  these regulations is not subject to AS 44.62 

(Administrative Procedure Act).

(b) Notwithstanding (a) o f  this section, a regulation adopted under this chapter 

shall be published in the Alaska Administrative Register and Code for informational 

purposes.

(c) Each regulation adopted under this chapter must conform lo the style and 

format requirements o f  the drafting manual for administrative regulations that is 

published under AS 44.62.050.

(d) At least 30 days before the adoption, amendment, or repeal o f  a regulation 

under this chapter, 'lie commissioner shall provide notice o f  the action that is being 

considered. The notice shall be

(1) posted in public buildings throughout the state;

(2) published in one or more newspapers o f  general circulation in each 

judicial district o f  the state;

(3) mailed to each person or group that has filed a request for notice o f  

proposed action with the commissioner; and

(4) furnished to each member o f  the legislature and lo the Legislative 

Affairs Agency.

(e) Failure to mail notice to a person as required tinder (d)(3) o f  this section 

does not invalidate an action taken by the commissioner.

( 0  The commissioner may hold a public hearing on a proposed regulation.

(g) A regulation adopted under this chapter takes effect 30 days after adoption 

by the commissioner.

(Ii) Notwithstanding the other provisions o f  this s t t t ion . a regulation may be 

adopted, amended, or repealed, effective immediately, as an emergency regulation by 

the commissioner. For an emergency regulation to be effective the commissioner 

must find that the adoption, amendment, or repeal o f  the regulation is necessary for the 

immediate preservation o f  the orderly operation o f  the system. The commissioner 

shall, within 10 days after adoption o f  an emergency regulation, give notice o f  the
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adoption under (d) o f  this section.

(i) In this section, "regulation" has the meaning given in AS 44.62.640(a).

See. 39.35.006. Appeals. An employer, member, annuitant, or beneficiary 

may appeal a decision made by the administrator to the office o f  administrative 

hearings established under AS 44.64. An aggrieved party may appeal a final decision 

to the superior court.

See. 39.35.007. Investm ent m anagem ent of re tirem en t system funds. The 

Alaska Retirement Management Board established under 37.10.210 is the fiduciary of 

the system funds.

Sec. 39.35.008. Definitions. In AS 39.35.001 - 39.35.008,

(1) "commissioner" means the commissioner o f  administration;

(2) "plan" means the retirement plan established in AS 39.35.095 -

39.35.680 or the retirement plan established in AS 39.35.700 - 39.35.990;

(3) "system" means all retirement plans established under the public 

employees' retirement system.

* Sec. 64. AS 39.35 is amended by adding a new section to read:

Article 2. Public Employees First IL .c d  before Ju ly  1, 2005.

Sec. 39.35.095. Applicability of AS 39.35.095 - 39.35.680 to employees first 

hired before Ju ly  1, 2005. The following provisions o f  this chapter apply only to 

members first hired before July 1. 2005: AS 39.35.095 - 39.35.680.

* See. 65. AS 39.35.100 is amended to read:

See. 39.35.100. Accounting, (a) The commissioner o f  administration shall 

establish and maintain an adequate system o f  accounts and records for the plan

|SYSTHMj. The accounts and recorJs shall be integrated with the accounts, records, 

and procedures o f  the employers to the end that they operate most effectively and at 

minimum expense, and that duplication o f  records and accounts is avoided.

(b) All income o f  the pension fund and all disbursements made by the fund 

shall be credited or charged, whichever is appropriate, to the following accounts:

( I)  An individual account shall be maintained for each employee to 

record the amount o f  the employee's mandatory contributions collected under 

AS 39.35.160(a). As o f  the last day o f  each calendar year and each fiscal year
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beginning with June 30, 1969, this account shall be credited with interest, by applying 

[ONE HALF OF1 the prescribed rate o f  interest as determ ined  hv the hoard  to the 

balance in the account as o f  that dale. Within one year following retirement, the 

amount actuar ally determined as necessary to fully fund the benefits to be received 

shall be transferred first from the employee contribution account and, after the 

employee contribution account has been exhausted, then from the employer 

contribution account into the retirement reserve account.

(2) An individual account shall be maintained for each employee to 

record the amount o f  the employee's voluntary contributions. As o f  the last day o f  

each calendar year and each fiscal year beginning with June 30, 1969, this account 

shall be credited with interest, by applying [ONE HALF OF] the prescribed rate o f  

interest as determ ined  hv the hoard  to the balance in the account as o f  that date. 

Amounts that, before termination o f  employment, arc withdrawn by an employee from 

the employee's savings account shall be charged to that account. Upon retirement, the 

amount actuarially determined as necessary to fully fund the benefits lo be received 

shall be transferred first from the employee savings account and, after the employee 

savings account has been exhausted, then rom the employer contribution account into 

the retirement reserve account.

(3) A separate aecount for eaeh employer shall be maintained. The 

account shall be credited with contributions o f  the employer. This account shall be 

charged with the employer’s actuarial charge for pension, death benefits, and other 

benefits paid under this plan [SYSTEM] to or on behalf o f  the employee o f  the 

employer. After an allowance for interest credited to employee contribution accounts 

and employee savings accounts, the investment income o f  the pension fund shall be 

allocated to the retirement reserve account and to each employer asset share account 

according to the ratio that the average o f  the assets in the account as o f  the beginning 

and as of the end o f  the fiscal year bears to the total o f  the average balance o f  the 

retirement reserve account and all employer accounts.

(•I) An expense account shall be maintained for the plan [SYSTEM], 

This account shall be charged with all disbursements representing administrative 

expenses incurred by the plan [SYSTEM |. At the end o f  the year the expense account
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shall be allocated to each employer in accordance with (3) o f  this subsection. 

Expenditures from this account shall be included in the governor's budget for each 

fiscal year and are subject to approval by the legislature,

* Sec. 66. AS 39.35 is amended by adding a new section to article 1 to read:

See. 39.35.115. Defined benefit re tirem ent plan, (a) A defined benefit 

retirement plan for employees o f  the state, political subdivisions, and public 

organizations is created. The plan becomes effective January 1, 1961, at which lime 

contributions by the employers and members begin.

(b) The retirement plan established by AS 39.35.095 - 39.35.680 is intended to 

qualify under 26 U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified 

retirement plan established and maintained by the state for its employees and for the 

employees o f  political subdivisions, public corporations, and public organizations of 

the state, and for the employees o f  other employers whose participation is authorized 

by AS 39.35.095 - 39.35.680 and who participate in this plan.

(c) An amendment to AS 39.35.095 - 39.35.680 does not provide a person 

with a vested right to a benefit if  the Internal Revenue Service determines that the 

amendment will result in disqualification o f  the plan under the Internal Revenue Code.

* See. 67. AS 39.35.131 is amended to read:

See. 39.35.131. M em bersh ip  in teachers ' and public employees'

re tirem en t systems, (a) A person who is employed at least half-time in the nlan 

|SYSTEM] during the same period that the person is employed at least half-time in a 

position in the teachers' retirement nlan [SYSTEM] under AS 14.25.009 - 14.25.220 

[AS 14.25] shall receive credited service under each nlan [SYSTEM] for half-time 

employment, However, the amount o f  credited service a person receives under the 

nlan [SYSTEM] during a school year may not exceed the amount necessary, when 

added to the amount o f  credited service earned during the school year under the 

teachers' ictirement system, to equal one year o f  credited service.

(b) A person who was employed at least half-time in a position in the teachers' 

retirement nlan |SYSTEM | under AS 14.25.1)09 - 14.25.221) [AS 14.25] in the same 

period that Ihe person was employed at least half-time in a position in tL s  plan 

|SYSTEM] may claim credited service in both nlan [SYSTEMS] for employment
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bcl’ore May 31. 1989. To obtain this credited service, the person shall claim the 

service and verify the period o f  half-time employment. When eligibility for half-time 

service credit has been established, an indebtedness shall be determined to the 

retirement plan [SYSTEM] in which the person did not participate. The amount of 

the indebtedness is the full actuarial cost o f  providing benefits for the credited sendee 

claimed. Interest as prescribed by regulation accrues on that indebtedness beginning 

on the later o f  July 1, 1989, or the date on which the member is first eligible to claim 

the service. Any outstanding indebtedness existing at the time the person retires will 

require an actuarial adjustment to the benefits payable base d on that s e n  ice.

* Sec. 68. AS 39.35.158 is amended to read:

Sec. 39.35.158. A dm inistra tive  d irec to r  of courts. An administrative 

director o f  the Alaska court system who withdraws from the judicial retirement system 

under AS 22.25.012 is eligible for membership in the plan [SYSTEM] and shall 

receive credited service in the plan [SYSTEM] for service rendered as administrative 

director. To be eligible for membership in the plan [SYSTEM] under this subsection, 

the administrative director must contribute to the plan [SYSTEM]

(1) the amount the director would have contributed i f  the director had 

been a member during the director's period o f  membership in the judicial retirement 

system; and

(2) any contributions for services as administrative director refunded 

by the plan [SYSTEM] at the time the director became a member o f  the judicial 

retirement system.

* See. 69. AS 39.35.160(a) is amended to read:

(a) Beginning Ju ly  1, 2005 [JANUARY 1, 1987], each peace officer or fire 

fighter shall contribute to the plan a perccntaizc [SYSTEM AN AMOUN T EQUAL 

TO SEVEN AND ONE-MALE PERCENT] o f  the peace officer's or fire fighter's 

compensation as de term ined  u n d e r  AS 39.35.162. Except as provided in (d) o f  this 

section, beginning .lulv 1, 2005 (JANUARY 1. 1987], each other employee shall 

contribute to the system a percentage |A N  AM O U NT EQUAL TO SIX AND 

THREE-QUARTERS PERCENT| o f  the employee's compensation as determ ined  

u n d e r  AS 39.35.162. The contributions shall be deducted by the employer at the end

WORK DRA FT WORK D R A FT  24-LS0637\F
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o f  each payroll period. The contributions shall be deducted from employee 

compensation before computation o f  applicable federal taxes, and the contributions 

shall be treated as employer contributions under 26 U.S.C. 414(h)(2). A member may 

not have the option o f  making the payroll deduction directly instead o f  having the 

contribution picked up by the employer.

* Sec. 70. AS 39.35 is amended by adding new sections to read:

Sec. 39.35.162. Calculation of employee con tribu tion  rate, (a) Each peace 

officer or fire fighter shall contribute a percentage o f  the peace officer's or fire fighter's 

compensation to be determined annually in advance by the administrator. Each other 

employee shall contribute a percentage o f  the employee's compensation to be 

determined annually in advance by the administrator. The employee contribution rate 

is the greater o"

( j )  7.5 percent for a peace officer or fire fighter;

(2) 6.75 percent for each other employee; or

(3) one-half o f  the normal cost rate actuarially calculated to fund the 

benefits expected to be earned by active members during the fiscal year.

(b) The normal cost rate for peace officers or fire fighters and the employee 

contribution rate for other employees shall be separately calculated based on the 

actuarially a  Iculated costs for each group o f  employees.

(c) Notwithstanding (a) o f  this section, the emp'oyec contribution rate may not 

increase more than one-half o f  a percentage point annually.

* Sec. 71. AS 39.35.165(a) is amended to read:

(a) An employee who is eligible lo purchase credited service under 

AS 39.35.310, .39.35.330, 39.35.340, 39.35.342. 39.35.345. (39.35.350,] 39.35.360, or 

39.35.370, a member who is eligible to purchase credited service under AS 39.35.375, 

or an elected public official who is eligible to purchase credited service under 

AS 39.35.381 is an employee for purposes o f  this section. An employee may. in lieu 

o f  making payments directly to the plan, elect lo have the employee’s employer make 

payments as pro\ ided in this section.

* Sec. 72. AS 39.35.165(b) is amended to read:

(b) An employee may elect to have the employer make payments for all or any

WORK DRA FT WORK DRAFT 24-LS0637\F
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1 portion o f  the amounts payable for the employee's purchase o f  credited service

2 through a salary reduction program as follows:

3 (1, the amounts paid under a salary reduction program are in lieu of

4 contributions by the employee making the election; the electing employee's salary or

5 other compensation shall be reduced by the amount paid by the employer under this

6 subsection;

7 (2) the employee shall make an irrevocable election under this section

8 to purchase credited service as permitted in AS 39.35.310, 39.35.330, 39.35.340,

9 39.35.342, 39.35.345, [39.35.350,] 39.35.360, 39.35.370, 39.35.375, or 39.35.381 and

10 before the employee's termination o f  employment; the irrevocable election must

11 specify the number o f  payroll periods that deductions will be made from the

12 employee's compensation and the dollar amount o f  deductions for each payroll period

13 during the specified number o f  payroll periods; the deductions made under this

14 paragraph cease upon the earlier o f  the member's termination o f  employment with the

15 employer or the member's death; amounts paid by an employer under (0  o f  this

16 section may not be applied toward the payment o f  the dollar amount o f  the deductions

17 representing the portion o f  the credited service that is being purchased by the member

18 through payroll deduction in accordance with the member's irrevocable election under

19 this subsection;

20 (3) amounts paid by an employer under this subsection shall be treated

21 as employer contributions for the purpose o f  determining tax treatment under the

22 Internal Revenue Code; the amounts paid by the employer under this section may not

23 be included in the member's gross income for income tax purposes until those amounts

24 are distributed by refund or retirement benefit payments.

25 * See. 73. AS 39.35.165(1) is amended to read:

26 (f) The commissioner may accept rollover contributions from a member [AND

27 DIRECT TRANSFERS, AS DESCRIBED IN THIS SUBSECTION, EOR THE

28 PURCHASE. IN WHOLE OR IN PART, OF CREDITED SERVICE FOR THE

29 REINSTATEMENT, IN WHOLE OR IN PART, OF FORFEITED CREDITED

30 SERVICE UNDER A§ 39.35.350J. A rollover contribution |O R TRANSFER] as

31 described in this subsection shall also be treated as employer contributions for the

WORK DRAFT WORK DRAFT 24-LS0637\F
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2

purpose o f  determining tax treatment under the Internal Revenue Code and may be 

made by any one or a combination o f  the following methods:

(1) subject to the limitations prescribed in 26 U.S.C. 401(a)(3) and 26 

U.S.C. 402(c), accepting eligible rollover distributions directly from one or more 

retirement programs o f  another employer that are qualified under 26 U.S.C. 401(a) or 

accepting rollovers directly from a member;

(2) subject to the limitations prescribed in 26 U.S.C. 408(d)(3)(A)(ii), 

accepting from a member conduit rollover contributions that are received by the 

employee from one or more conduit rollover individual retirement accounts previously 

established by the member;

(3) subject to the limitations prescribed in 26 U.S.C. 403(b)(13), 

accepting direct trustee-to-trustee transfers o f  all or a portion o f  the accounts o f  the 

member, on or after January J, 2002, from a tax sheltered annuity described in 26 

U.S.C. 403(b);

(4) subject to the limitations prescribed in 26 U.S.C. 457(e)(17), 

accepting direct trustee-to-trustee transfers o f  all or a portion o f  the accounts o f  the 

member, on or after Januarv 1, 2002, from an eligible deferred compensation plan o f  a 

tax-exempt organization or a state or local government described in 26 U.S.C. 457(b);

(5) accepting direct trustee-to-trustee transfer from an account 

established for the benefit o f  the member in AS 39.30.150 - 39.30.J80 (Alaska 

Supplemental Annuity Plan).

* See. 74. AS 39.35.165(g) is amended lo read:

(g) Payments made under this section shall be applied to reduce the

employee's outstanding indebtedness described in AS 39.35.310, 39.35.330,

39.35.340, 39.35.342, 39.35.345, 139.35.350,] 39.35.360, 39.35.370. 39.35.375, or 

39.35.381 at the time that the contributions are received by the plan.

* Sec. 75. AS 39.35.165(i) is amended to read:

(i) On satisfaction o f  the eligibility requirements o f  AS 39.35.310, 39.35.330,

39.35.340, 39.35.341, 39.35.345. |39.35.350,| 39.35.360, 39.35.370, 39.35.375, or 

39.35.381, the requirements ol this section, and the administrative filing requirements 

specified by the commissioner, the plan shall adjust the employee's credited service
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history and add any additional service credits acquired.

* Sec. 76. AS 39.35.200 is amended by adding a new subsection to read:

(d) An employee who receives a refund o f  contributions in accordance with 

this section forfeits corresponding credited service under AS 39.35.095 - 39.35.680.

* See. 77. AS 39.35.270 is amended to read:

Sec. 39.35.270. A m ount of em ployer's  contributions. The amount of each 

employer's contributions shall be determined by applying the employer's contribution 

rate, as certified bv the board , to the total compensation paid to the active employees 

o f  the employer for each payroll period and by including any adjustments to 

contributions required by AS 39.35.520(a). This amount shall be remitted by the 

employer to the administrator in accordance with AS 39.35.610.

* Sec. 78. AS 39.35.270 is amended by adding a new subsection to read:

(b) When added to the member contribution rate calculated under 

AS 39.35.162, the employer contribution may not be less than the rate required, as 

actuarially calculated, to fully fund the future liabilities o f  active members.

* See. 79. AS 39.35.340(f) is amended to read:

(1) An employee may not [CANNOT] be credited with a period o f  active 

military service in the armed forces o f  the United States under this section if  credit for 

that military service was granted under AS 14.25.009 - 14.25.220 [AS 14.25].

* Sec. 80. AS 39.35.340(h) is amended to read:

(h) 'fhe combined period o f  military service claimed under this section and 

under AS 14.25.009- 14.25.220 [AS 14.25J may not exceed five years.

* See. 81. AS 39.35.360(i) is amended to read:

(i) An employee who completes three years o f  credited service with an 

employer, for which the employee makes contributions required by AS 39.35.095 -

39.35.680 [THIS CHAPTER], is entitled to credited service on a year-for-year basis 

for service credited in the Civil Service Retirement System, rendered as an employee 

o f  an Alaska Bureau o f  Indian Affairs (BIA) school, other than service as a teacher. 

When eligibility for retroactive credited service under this subsection has been 

established, an indebtedness o f  the employee to Ihe nlan [SYSTEM] shall be 

determined as follows: (I)  the employee's actual annual compensation, or the
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calculated annual compensation for an employee who works fewer than 12 months, for 

the most recent calendar year in which service is rendered to an employer before the 

calendar year in which the employee first becomes eligible to claim service under this 

subsection, multiplied by (2) the number o f  years o f  service in Alaska BIA schools 

. that is credited under this subsection, and this product multiplied by (3) six percent for 

employees first eligible to claim this service before January 1, 1987, or eight and one- 

half percent for employees first eligible to claim this service on or after January 1, 

1987. Interest as prescribed by regulation accrues on the indebtedness beginning on 

the date the employee may first claim the retroactive credited service. Any 

outstanding indebtedness that exists at the time the employee retires requires an 

actuarial adjustment to the benefits that are based on retroactive credited service under 

this subsection. A retirement benefit payable under this subsection for Alaska BIA 

service shall be reduced by an amount equal to the retirement benefits paid to the 

member by the United States government for the same service.

* Sec. 82. AS 39.35.360(f) is amended to read:

(/) An administrative director of the Alaska Court System who withdraws 

from the judicial retirement system under AS 22.25.012(b) is eligible for membership \ 

in the n lan  [PUBLIC EMPLOYEES' RETIREM ENT SYSTEM] and shall receive 

credited sendee in this plan [SYSTEM] for service rendered as administrative 

director. To be eligible for membership in this plan [SYSTEM] under this subsection, 

the administrative director must contribute to the plan [SYSTEM]

(1) the amount that would have been contributed i f  the administrative 

director had been a member during the period o f  the membership in the judicial 

retirement system; and

(2) any contributions for service as administrative director refunded 

from the i>lan [PUBLIC EMPLOYEES' RETIREM ENT SYSTEM] at the time the 

administrative director became a member o f  the judicial retirement system.

* See. 83. AS 39.35.370(g) is amended to read:

(g) When an employee who was employed as a dispatcher in a state trooper 

office or in a police or fire department in the plan [PUBLIC EMPLOYEES' 

RETIREMENT SYSTEM] applies for appointment to retirement, the employee may

-63-
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convert the credited sendee for that position to credited service as a peace officer by 

claiming the service as peace officer service. An employee who has converted 

credited service to peace officer service under this subsection shall be treated as a 

peace officer for purposes o f  AS 39.35.095 - 39.35.680 [THIS CHAPTER]. When the 

member claims this credited service as peace officer service, an indebtedness o f  the 

member to the plan rSYSTEM] shall be established. The indebtedness is equal to the 

full actuarial cost o f  the conversion o f  the credited service to treatment as peace 

officer service. Any outstanding indebtedness that exists at the time the member is 

appointed to retirement shall [WILL] require an actuarial adjustment to the benefits 

payable based upon the conversion o f  the credited service.

* Sec. 84. AS 39.35.375(a) is amended lo read:

(a) An active or inactive member who has never been vested in this plan 

[SYSTEM] or in the teachers' retirement plan [SYSTEM] under AS 14.25.009 - 

14.25.220 [AS 14.25], who has at least two years o f  credited service in this plan 

[SYSTEM], and who has membership service in the teachers' retirement system may 

claim credited service in this plan [SYSTEM] in an amount equal to the membership 

service the member has in the teachers' retirement system. The claimed credited 

service may be added to service earned under AS 39.35.095 - 39.35.680 [THIS 

CHAPTER] to enable the member to qualify for a public service benefit under this 

section. The member may not claim credited service for membership service for 

which the member has received a refund under AS 14.25.150 unless the member fully 

pays the indebtedness as established under AS 14.25.063. The member may not claim 

credited sendee in this plan [SYSTEM] based on unused sick leave under 

AS 14.25.115.

' Sec. 85. AS 39.35.375(b) is amended to read:

(b) To claim credited service under this section, the member shall file a 

written request with the administrator when the member applies to retire. The 

administrator shall determine the full actuarial cost o f  benefits based on the member's 

total credited service and shall transfer from the teachers' retirement system to this 

plan [SYSTEM] an amount equal to the sum o f  the member contributions and any 

indebtedness payments to the teachers' retirement system and the employer

CSSU 141(FIN) -64 -
New T e x t  U n d e r l in e d  ( DEI l i l 'E D  TEXT BRACKETED)



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

IS

19

20

21

22

23

24

25

26

27

28

29 I

30

31

WORK D RAFT WORK DRAFT 24-LS0637\F

contributions to the teachers' retirement system made on behalf o f  the employee 

together with interest earned on those contributions and indebtedness payments. If the 

amount to be translcrred, when combined with the amount o f  employee contributions 

and indebtedness payments to this plan [SYSTEM] and the amount o f  employer 

contributions on behalf o f  the e m p a ,  in this plan [SYSTEM], and interest earned 

on contributions and indebtedness payments for the employee, is less than the full 

actuarial cost computed under this subsection, an indebtedness to the plan [SYSTEM] 

equal to the amount o f  the difference is established. Interest as prescribed by 

regulation accrues on the indebtedness. The member must pay any outstanding 

indebtedness existing at the time the member applies for retirement in full before the 

member is appointed to retirement under this section.

* Sec. 86. AS 39.35.375(c) is amended to read:

(c) A member is entitled to receive a public service benefit under this section 

if  the member has at least a total o f  five years credited service under AS 39.35.095 -

39.35.680 [THIS CHAPTER] and credited service from the teachers' retirement plan 

u n d e r  AS 14.25.009 - 14.25.220 [SYSTEM] claimed under this section. A public 

service benefit shall be calculated using the higher o f  the average monthly 

compensation for service in this plan [SYSTEM] or the average base salary for 

service in the teachers' retirement plan u n d e r  AS 14.25.009 - 14.25.220 [SYSTEM]. 

The amount o f  the benefit shall be calculated in accordance with AS 39.35.370(c).

* Sec. 87. AS 39.35.375(d) is amended to read:

(d) Credited service earned under either this plan [SYSTEM] or the teachers' 

retirement system that has been claimed lor a public service benefit under this section 

may not be used for any other purpose. A member who claims credited service under 

this section loses all rights to benefits under AS 14.25 based on the claimed crcd:tcd 

service. A member may not claim credited service under this section unless the 

member claims all o f  the membership service the member has in the teachers’ 

retirement system. A public service benefit does not constitute a normal or early 

retirement benefit for purposes o f  qualifying for a conditional service retirement 

benefit under AS 14.25.125 or AS 39.35.385.

* See. 88. AS 39.35.375(0 is amended to read:
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(f) Notwithstanding AS 14.25.063 and AS 39.35.350, a former member o f  the 

teachers' retirement system who is an active member or inactive member of this plan 

[SYSTEM] may reinstate, under this section, membership service earned under 

AS 14.25 for which the member received a refund o f  contributions.

* See. 89. AS 39.35.375(f) is amended to read:

(f) Notwithstanding AS 14.25.063 [AND AS 39.35.350], a former member o f  

the tei iers' retirement system who is an active member or inactive member o f  this 

p'an may reinstate, under this section, membership service earned under AS 14.25 for 

which the member received a refund o f  contributions.

* Sec. 90. AS 39.35.375(g) is amended to read:

(g) If  a member retires under this section and subsequently returns to work for 

an employer under this plan [SYSTEM] or the teachers' retirement system, benefits 

under this section shall cease during the period o f  reemployment and shall 

recommence when the reemployment is ended. The credited service earned during the 

period o f  reemployment may not be added to the credited service claimed for a public 

service benefit under this section. If  a member vests and meets the other eligibility 

requirements under this system or the teachers' retirement system during the 

reemployment, the member is entitled to a benefit under AS 14.25.0(19 - 14.25.220 

[AS 14.25] or 39.35.095 - 39.35.680 [AS 39.35], as appropriate.

* Sec. 91. AS 39.35.375 is amended by adding a new subsection to read:

(h) In this section.

(1) "teachers' retirement system" and "teachers' retirement system 

under AS 14.25" means the teachers' retirement plan established in AS 14.25.009 - 

14.25.220;

(2) "membership service earned under AS 14.25" means membership 

service earned under AS 14.25.009- 14.25.220.

* Sec. 92. AS 39.35.381(a) is amended lo read:

(a) An elected public officer is eligible for a public officer benefit if  the officer 

is retired under AS 14.25.009 - 14.25.220 [AS 14.25 (TEACHERS' RETIREMENT 

SYSTEM)]. Only fully paid credited service as an elected public officer o f  a 

municipality or other political subdivision, earned while the municipality or political
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subdivision was an employer under this plan [SYSTEM] and while the person was 

employed full-time under AS 14.25.009 - 14.25.220 [AS 14.25], may be countec 

under this section.

* See. 93. AS 39.35.385(0 is amended to read:

(0  Subject to AS 39.35.450, an employee is eligible for a normal retirement 

benefit at age 60 or an early retirement benefit at age 55 if  the employee was first 

hired as a legislative employee before May 30, 1987, and has at least 120 [60] days o f  

credited service as an employee o f  the legislature, other than as an employee o f  the 

Office o f  the Ombudsman or the office o f  victims' rights, during each o f  five 

legislative sessions. An employee who was first hired as a legislative employee on or 

after May 30. 1987, and is otherwise eligible under this subsection must have at least 

120 [80] days o f  credited service during each o f  five legislative sessions to receive 

benefits under this subsection.

* See. 94. AS 39.35.410(f) is amended to read:

(f) An employee is not entitled to an occupational disability benefit unless the 

employee files an application for it with the administrator within 90 days o f  the date o f  

terminating employment. If the employee is unable to meet a filing requirement o f  

this subsection, it may be waived by the com m issioner [PUBLIC EMPLOYEES' 

RETIREMENT BOARD] if  there are extraordinary circumstances that resulted in the 

employee's inability to meet the filing requirement. [THE BOARD MAY 

DELEGATE THE AUTHORITY TO WAIVE A PILING DEADLINE UNDER THIS 

SUBSECTION TO THE ADMINISTRATOR.]

* Sec. 95. AS 39.35.475(b) is amended to read:

(b) The increase in benefit payments applies lo total benefit payments 

[EXCEPT FOR THE COST-OF-LIVINC, ALLOW ANCE UNDER AS 39.35.4S0|. 

The amount o f  the increase is a percentage o f  the current benefit equal to

(1) the lesser o f  75 percent of the increase in the cost o f  living in the 

preceding calendar year or nine percent, for recipients wiio on July 1 are at least 65 

years old and for members receiving disability benefits; and

(2) the lesser o f  50 percent o f  the increase in the cost o f  living in the 

preceding calendar year or six percent, for recipients who on July I are at least 60 but
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less than 65 years old or for recipients who arc less than 60 years old on July 1 but 

who have received benefits from the plan [SYSTEM] foi at least five years.

* Sec. 96. AS 39.35.485(a) is amended to read:

(a) An employee who is eligible for a benefit calculated in accordance with 

AS 39.35.370(c) is entitled to a benefit o f  at least $25 a month for each year of 

credited service, not including adjustments made under AS 39.35.340 for military 

service, AS 39.35.350 for reinstatement o f  credited service, AS 39.35.360 for credit 

for earlier service, AS 39.35.370(c) for early retirement, AS 39.35.420 for 

nonoccupational death benefits, AS 39.35.450 for the survivor's option, former 

AS 39.35.460 for the level income option, and AS 39.35.475 for the post-retirement 

pension adjustment [, AND AS 39.35.480 FOR THE COST OF LIVING].

* See. 97. AS 39.35.485(a) is amended to read:

(a) An employee who is eligible for a benefit calculated in accordance with 

AS 39.35.370(c) is entitled to a benefit o f  at least $25 a month for each year o f  

credited service, not including adjustments made under AS 39.35.340 for military 

service, [AS 39.35.350 FOR REINSTATEMENT OF CREDITED SERVICE,] 

AS 39.35.360 for credit for earlier service, AS 39.35.370(c) for early retirement, 

AS 39.35.420 for nonoccupational death benefits, AS 39.35.450 for the survivor's 

option, former AS 39.35.460 for the level income option, and AS 39.35.475 for the 

post-retirement pension adjustment.

* Sec. 98. AS 39.35.680(2) is amended to read:

(2) "actuarial adjustment" means the adjustment necessary to obtain 

equality in value o f  the aggregate expected payments under two different forms o f  

pension payments, considering expected mortality and interest earnings on the basis o f  

assumptions, factors, and methods specified in regulations issued under this phin 

[SYSTEM] that are formally adopted [UNDER AS 39.35.042] by the board that 

clearly preclude employer discretion in the determination o f  the amount o f  any 

member's benefit; 

w Sec. 99. AS 39.35.680(6) is amended to read:

(6) "board" means the Alaska R etirem ent IMniiaacmciit [PUBLIC 

EMPLOYEES RETIREMENT! Board;
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* See. 100. AS 39.35.680(34) is amended to read:

(34) "qualified domestic relations order" means a divorce or

dissolution judgment under AS 25.24, including an order approving a property 

settlement, that

(A) creates or recognizes the existence o f  an alternate payee's 

right to, or assigns to an alternate payee the right to, receive all or a portion of 

employee contribution account or the bcne.ats payable with respect to an 

employee;

(B) sets out the name and last known mailing address, if  any, o f  

the employee and o f  each alternate payee covered by the order;

(C) sets out the amount or percentage o f  the employee's benefit, 

or o f  any survivor’s benefit, to be paid to the alternate payee, or sets out the 

manner in which that amount or percentage is to be determined;

(D) sets out the number o f  payments or period to which the

order applies;

(E) sets out the re tirem en t plan [SYSTEM] to which the order

applies;

(F) docs not require any type or form o f  benefit or any option 

not otherwise provided by AS 39.35.095 - 39.35.680 [THIS CHAPTER];

(G) does not require an increase o f  benefits in excess o f  the 

amount provided by AS 39.35.095 - 39.35.6Stl [THIS CHAPTER], determined 

on the basis o f  actuarial value; and

(II) does not require the payment to an alternate payee of 

benefits that are required to be paid to another alternate payee under another 

order previously determined to be a qualified domestic relations order;

* See. 101. AS 39.35.680 is amended by adding new paragraphs to read:

(41) "commissioner" means the commissioner o f  administration:

(42) "plan" means the retirement plan established in AS 39.35.095 -

39.35.680.

* See. 102. AS 39.35 is amended by adding new sections to read:

Arfiele 9. Employees First Hired on o r  a f te r  Ju ly  I, 2005.
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Sec. 39.35.700. Applicability of AS 39.35.700 - 39.35.990. The provisions o f  

AS 39.35.700 - 39.35.990 apply only to members first hired on or after July 1,2005.

See. 39.35.710. Defined contribution  re tirem en t plan established; federal 

qualification requ irem en ts ,  (a) A defined *ontribulion retirement plan is established 

for employees o f  the state or a political subdivision or public organization o f  the state.

(b) The defined contribution retirement plan is a plan in which savings are 

accumulated in an individual retirement account for the exclusive benefit of the 

member or beneficiaries. The plan is established effective July 1, 2005. at which time 

contributions by employers and members begin.

(c) The retirement plan established by AS 39.35.700 - 39.35.990 is intended to 

qualify under 26 U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified 

retirement plan established and maintained by the state for its employees, for the 

employees o f  political subdivisions, public corporations, and public organizations o f  

the state, and for the employees o f  other employers whose participation is authorized 

by AS 39.35.700 - 39.35.990 and who participate in the plan set out in AS 39.35.700 - 

39.35.990.

(d) An amendment to AS 39.35.700 - 39.35.990 does not provide a pei .on 

with a vested right to a u it if the Internal Revenue Service determines that the 

amendment will result in disqualification o f  the plan under the Internal Revenue Code.

Sec. 39.35.720. M em bership . An employee who becomes a member on or 

after July 1, 2005, shall participate in the plan set out in AS 39.35.700 - 39.35.990.

Sec. 39.35.730. C ontributions  by m em bers, (a) Each member shall 

contribute to the member's individual account in an amount equal to eight percent o f  

the member's compensation from July I to the following June 30.

(b) Subject to the limitations on contributions under AS 39.35.780, a member 

may elect to make additional contributions to the member's individual account.

(c) The employer shall deduct the contribution from the member's 

compensation at the end o f  each payroll period, and the contribution shall be credited 

by the plan to the member's individual account. The contributions shall be deducted 

from member's compensation before the computation o f  applicable federal taxes and 

shall be treated as employer contributions under 2C U.S.C. 414(h)(2). A member may
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not have the option o f  making the payroll deduction directly in cash instead o f  having 

the contribution picked up by the employer.

Sec. 39.35.740. Em ploym ent con tribu tions mandator} '. Contributions o f  

employees shall be made by payroll deductions. Every included employee shall be 

considered to consent to payroll deductions. It is o f  no consequence that a payroll 

deduction may cause the compensation paid in cash to an employee to be reduced 

below the minimum required by law. Payment o f  an employee's compensation, less 

payroll deductions, is a full and complete discharge and satisfaction o f  all claims and 

demands by the employee relating to remuneration o f  services during the period 

covered by the payment, except with respect to the benefits provided under the plan.

See. 39.35.750. C on tr ibu tions  by em ployers, (a) An employer shall 

contribute to each member's individual account an amount equal to 3.5 percent o f  the 

member's compensation from July 1 to the following June 30.

(b) An employer shall also contribute an amount equal to 3.75 percent o f  each 

member's compensation from July 1 to the following June 30 to pay for retiree major 

medical insurance. This contribution shall be paid into the group health and life 

benefits fund established by the commissioner o f  administration under AS 39.30.095 

and shall be accounted for in accordance with regulations established by the 

commissioner.

(c) An employer shall also make contributions to the health reimbursement 

arrangement plan under AS 39.30.300.

Sec. 39.35.760. Rollover con tribu tions  and  d is tr ibutions, (a) An employee 

may elect, at the time and in the manner prescribed by the administrator, to have all or 

part o f  a direct rollover distribution from an eligible retirement plan owned b\ the 

member paid directly into the member's individual account.

(b) Rollover contributions do not count as a purchase o f  membership service 

for the purpose o f  determining years o f  service.

(c) A distributee may elect, at the time and in the manner prescribed by the 

administrator, to have all or part o f  an eligible rollover distribution paid directly to an 

eligible retirement plan specified by the distributee in the direct rollover.

(d) In this section.

-71- CSSH 14 1 (FIN)
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(1) "direct rollover" means the payment o f  an eligible rollover 

distribution by the plan to an eligible retirement plan specified by a distributee who is 

eligible to clec. a direct rollover;

(2) "distributee" means a member, or a beneficiary who is the 

surviving spouse o f  the member, or an alternate payee;

(3) "eligible retiremc it plan" means

(A) a conduit individual retirement account described in 26 

U.S.C. 408(d)(3)(A);

(B) an annuity plan described in 26 U.S.C. 403(a);

(C) a qualified trust described in 26 U.S.C. 401(a);

(D) an annuity plan described in 26 U.S.C. 403(b); or

(E) a governmental plan described in 26 U.S.C. 457(b);

(4) "eligible rollover distribution" means a distribution o f  all or part of 

a total account to a distributee, except for

(A) a distribution that is one o f  a series o f  substantially equal 

installments payable not less frequently than annually over the life expectancy 

o f  the distributee or the joint and last survivor life expectancy o f  the distributee 

and the distributee's designated beneficiary, as defined in 26 U.S.C. 401(a)(9):

(B) a distribution that is one o f  a series o f  substantially equal 

installments payable not less frequently than annually over a specified period 

o f  10 years or more;

(C) a distribution that is required under 26 U.S.C. 401(a)(9);

(I)) the portion o f  any distribution that is not includable in

gross income;

(E) a distribution that is on account o f  hardship; and 

(l; ) other distributions that are reasonably expected lo total less 

than S200 dunng a year.

See. 39.35.770. T ransm itta l  of contributions. All contributions deducted in 

accordance with AS 39. '5 .700 - .39 35 920 shall be transmitted to the plan lor deposit 

in the trust fund as soon as administratively leasible. hut in no event later than 15 days 

following the close o f  the payroll period.
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See. 39.35.780. L im itations on contributions. Notwithstanding any other 

provisions o f  this plan, the annual additions to each member's individual account 

under this plan and under all defined contribution plans o f  the employer required lo be 

aggregated with the contributions from this plan under the provisions o f  26 U.S.C. 415

may not exceed, for any limitation year, the amount permitted under 26 U.S.C. 415 at

any time. I f  the amount o f  a member's defined contribution plan contributions exceeds 

the limitation o f  26 U.S.C. 415(c) for any limitation year, the administrator shall take 

any necessary remedial action to correct an excess contribution. The provisions o f  26 

U.S.C. 415, and the regulations adopted under that statute, as applied lo qualified 

defined contribution plans o f  governmental employees are incorporated as part o f  the 

terms and conditions o f  the plan.

Sec. 39.35.790. Vesting, (a) A participating member is immediately and 

fully vested in that member's contributions and related earnings.

(b) A member shall be fully vested in the employer contributions made on that 

member's behalf, and related earnings, after five years o f  service. A member is 

partially vested in the employer contributions made on that member’s behalf, and the 

related earnings, in the ratio o f

(1) 25 percent with two years o f  service;

(2) 50 percent with three years o f  service: and

(3) 75 percent with four years o f  service.

Sec. 39.35.800. Investm ent of individual accounts, (a) The board shall

provide a range o f  investment options and permit a participant lo exercise investment 

control over the participant's asset.1 in the member's individual account as provided in 

this section. If a participant exercises control over the assets in the individual account, 

the participant is not considered a liduciary for any reason on die basis o f  exercising 

that control.

(b) A participant may direct investment ol plan funds held in an account 

among available investment funds in accordance with rules established by the board.

(e) A participant may elect to change or transfer all or a portion of the 

participant's existing account balance among available investment funds not more 

often than once each day in accordance with the rules established by the administrator.
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Only the last election received by the administrator before the transmittal of 

contributions to the trust fund for allocation to the individual account shall be used to 

direct the investment o f  the contributions received.

(d) Except to the extent clearly set out in the terms o f  the investment plans 

offered by the employer to the employee, the employer is not liable to the participant 

for investment losses i f  the prudent investment standard has been met.

(e) The employer, administrator, state, board, or a person or entity who is 

otherwise a fiduciary is not liable by reason for any participant's investment loss that 

results from the participant's directing the investment o f  plan assets allocated to the 

participant's account.

(I) To the extent that a member's individual account has been divided as 

provided in a qualified domestic relations order between participants, each participant 

shall be treated as the holder o f  a separate individual account for purposes of 

investment yields, decisions, transfers, and time limitations imposed by this section.

Sec. 39.35.810. D istribution election at te rm ination , (a) A member is 

eligible to elect distribution o f  the member's account in accordance with this section 

60 days after termination of employment.

(b) Notwithstanding (a) o f  this section, distribution o f  all or a portion o f  the 

individual account o f  a member may take place before the 60th day after the 

termination o f  employment with the approval o f  the administrator if  the member 

makes a written request for a distribution under this subsection. The member's spouse 

must consent to the request in writing if the member is married. Distribution o f  an 

individual account may only be made on account o f  an immediate and heavy financial 

need o f  the member for the following reasons and in the amount the need is 

demonstrated for

(1) medical care described in 26 U.S.C. 213(d) incurred by the 

member, the member’s spouse, or the member's dependent, or necessary lo obtain that 

medical care;

(2) the purchase o f  a principal residence for the member;

(3) postsecondary education tuition and related educational fees r v  the 

next 12-month period for the member, the member's spouse, or a dependent o f  the

WORK DRAFT WORK DRAFT 24-LS0637\F
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member; in this paragraph, "dependent" has the meaning given in 26 U.S.C. 152;

(4) prevention o f  the eviction o f  the r ember from the member's 

principal residence or foreclosure on the mortgage o f  the member's principal 

residence; or

(5) any need prescribed by the United States Department o f  the 

Treasury, Internal Revenue Service, in a revenue ruling, notice, or other document of 

general applicability that satisfies the safe harbor definition o f  hardship under 

regulations adopted under 26 U.S.C. 401 (k).

(c) If a member dies before benefits commence, the member's beneficiary is 

immediately eligible to elect distribution o f  the member's share o f  the nr. nbcr's 

individual account.

(d) Distributions are payable to an alternate payee in accordance with the 

terms and conditions o f  a qualified domestic relations order that is received and 

approved by the administrator as specified in AS 39.35.860.

(e) Distributions that are being paid to a member may not be affected by the 

member's subsequent reemployment with the employer. Upon reemployment, a new 

individual account shall be established for the member to which any future 

contributions shall be allocated. Upon subsequent termir ion o f  employment, the 

member's new individual account shall be distributed in accordance with this section.

Sec. 39.35.820. Forms of distribution, (a) A participant may elect to receive 

the participant’s share o f  the individual account in a

(1) lump sum payment, which is a single payment o f  the entire balance

in the account;

(2) periodic lump sum payment, which is a payment o f  a portion o f  the 

balance in the account, not more than twice each year;

(3) period certain annuity payment, which is an annuity payable in a 

fixed number o f  monthly installments for a duration o f  60. 120. or 180 months;

(4) life annuity with a period certain payment, which is an annuity

payable until the later o f  the first day o f  the month in which the annuitant's death

occurs, or the date on which the payment o f  a fixed number o f  monthly installments is 

completed; the period certain for installments is 120 or ISO months.
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(5) single life annuity payment, which is an annuity payable monthly 

until the first o f  the month in which the annuitant's death occurs; or

(6) joint and survivor annuity payment, which is an annuity payable 

monthly lo the member until the first o f  the month in which the member's death 

occurs; after the member's death, a survivor annuity equal lo 50 percent or 100 percent 

o f  the member's benefit, as previously elected by the member, shall be paid monthly to 

the joint annuitant for the remainder o f  the survivor's lifetime.

(b) Upon the death o f  an annuitant whose payments have commenced, an 

annuitant's beneficiary shall receive further payments only to the extent provided in 

accordance with the form o f  payment that was being made to the annuitant. The 

remaining portion o f  the interest shall continue to be distributed at least as rapidly as 

under the method o f  distribution being used before the annuitant's death.

(c) If a participant dies before the distribution commencement date, 

distribution o f  the participant's entire interest to a beneficiary shall be payable in any 

form other than a joint and survivor annuity.

(d) If an unmarried member or other participant fails to elect a form o f  

payment before the distribution commencement date, the account shall be paid to a 

beneficiary in the form o f  a lump sum to the extent required by the minimum 

distribution requirements set out in the Internal Revenue Code. If a married member 

fails to elect a form o f  payment before the distribution commencement dale, the 

account shall be paid in the form o f  a 50 percent joint and survivor annuity, with the 

member's spouse as the joint annuitant.

Sec. 39.35.830. M an n e r  o f  electing distribu tions, (a) Any election or any 

alteration or revocation o f  a prior election by a participant for any purpose under this 

plan shall be on forms or made in a manner prescribed for that purpose by the plan 

administrator. To be effective, the forms required or the required action for any 

purpose under this plan must be completed and received in accordance with 

regulations adopted by the commissioner o f  administration.

(b) At any time, but not less than seven days before die benefit 

commencement date, a member, alternate payee, or beneficiary may change

(1) the form o f  payment election:
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(2) an election to commence benefits; or

(3) the joint annuitant designation.

(c) Changes in elections are not allowed on or after seven days before the 

benefit commencement date.

Sec. 39.35.840. D istribution requirem ents, (a) Payments to a participant 

shall commence as soon as administratively feasible following the distribution 

commencement date. The distribution commencement date is the first date on which 

one o f  the following occurs:

(1) a member meets the requirements o f  AS 39.35.810 and has made a 

complete application for payment under AS 39.35.830;

(2) a participant has elected to defer receipt o f  the account to a date 

specified, the date has been attained, and the participant has made a complete 

application for payment;

(3) a member attains normal retirement age and has not made an 

application for payment or elected to defer receipt o f  the account to a date later than 

normal retirement age;

(4) a member's beneficiary does not make an application for benefits 

and five years have elapsed since the member's death;

(5) notwithstanding (a) o f  this section, a participant whose account has 

a balance o f  S I .000 or less meets the requirements o f  AS 39.35.830. at which lime the 

participant must take payment o f  the participant's account.

(b) The entire interest o f  a member must he distributed or must begin to be 

distributed not later than the member's required beginning date.

(e) If a member dies after the distribution o f  the member's interest has begun 

but before the distribution has been completed, the remaining portion o f  the interest 

shall continue to be distributed at least as rapidly as under the method o f  dhnibution 

being used before the member's death.

(d) If a member has made a distribution election and dies before the 

distribution ol the member's interest begins, distribution o f  the member's entire interest 

shall be completed by December 31 o f  the calendar year containing the fifth 

anniversary o f  the member's death. However, if  any portion o f  the member's interest
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1 |  is payable to a designated beneficiary, distributions may be made over the life of the

2 |  designated beneficiary or over a period certain not greater than the life expectancy of

3 I the designated beneficiary, commencing on or before December 31 o f  the calendar

4 |  year immediately following the calendar year in which the member died, and, if the

5 designated beneficiary is the member's surviving spouse, the date distributions are

6 required to begin may not be earlier than the later o f  December 31 o f  the calendar year

7 (1) immediately following the calendar year in which the member died, or (2) in which

8 the member would have attained 70 1/2 years o f  age, whichever is earlier. If the

9 surviving spouse dies after the member but before payments to the spouse have begun,

10 the provisions o f  this subsection apply as i f  the surviving spouse were the member.

11 An amount paid to a child o f  the member shall be treated as if  it were paid to the

12 surviving spouse if  the amount becomes payable to the surviving spouse when the

13 I child reaches the age o f  majority.

14 |  (e) If  a member has not made a distribution election before the member's

15 U death, the member's designated beneficiary must elect the method o f  distribution not

15 H later than December 31 o f  the calendar year (1) in which distributions would be

17 required to begin under this section, or (2) that contains the fifth anniversary o f  the

18 date o f  death o f  the member, whichever is earlier. If  the member does not have a

19 designated beneficiary or if the designated beneficiary does not elect a method of

20 distribution, distribution o f  the member's entire interest must be completed by

21 December 31 o f  the calendar year containing the fifth anniversary o f  the member’s

22 death.

23 (f) For purposes o f  (b) o f  this section, distribution o f  a member's interest is

24 considered to begin (1) on the member's required beginning date, or (2) il' the

25 designated beneficiary is the member's surviving spouse and the surviving spouse dies

26 after the member but before payments to the spouse have begun, on the date

27 distribution is required to begin to the surviving spouse. If distribution in the form of

28 an annuity irrevocably commences to the member before the required beginning date.

29 the date distribution is considered to begin is the date that the distribution actually

30 commences.

31 (g) Notwithstanding any contrary provisions o f  AS 39.35. /()() ■ 39.35.990. the

U WORK DRA FT WORK DRA FT 24-LS0637\F
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requirements o f  this section apply to all distributions o f  a member's interest and take 

precedence over any inconsistent provisions o f  AS 39.35.700 - 39.35.990.

(h) All distributions required under this section are determined and made in 

accordance with 26 U.S.C. 401(a)(9) and regulations adopted under that statute, 

including any minimum distribution incidental benefit requirement.

(i) In this section,

(1) "designated beneficiary" means the individual who is designated as 

the beneficiary under the plan in accordance with 26 U.S.C. 401(a)(9) and regulations 

adopted under that statute;

(2) "requiud beginning date" means the first day o f  April o f  the 

calendar year following the calendar year in which the member either attains 70 1/2 

years o f  age or actually terminates employment, whichever is later.

S i : 39.35.850. Designation of beneficiary, (a) Each participant shall have 

the right to designate a beneficiary and shall have the right, at any time, to revoke the 

designation or to substitute another beneficiary, subject to the following limitation: if  a 

married member elects a nonspouse beneficiary, the value o f  the benefit payable to the 

beneficiary may not exceed 50 percent o f  the member's portion o f  the account balance, 

and the member's spouse shall automatically be considered the beneficiary for the 

remaining 50 percent o f  the account balance, unless the spouse consents to the 

beneficiary designation in a writing that is notarized or witnessed by the administrator. 

If the spouse consents in this manner, a married member may designate a nonspouse 

beneficiary for the entire benefit or any portion the benefit as part o f  an available form 

o f  payment contained in this plan.

(1) except to the extent a qualified domestic relations order filed with 

the administrator provides for payment to a former spouse or other dependent o f  the 

member: or

(2) unless the member filed a revocation o f  beneficiary accompanied 

by a written consent to the revocation from the present spouse and each person entitled 

under the order; however, consent o f  the present spouse is not required if  the member 

and the present spouse had been married for less than one year on the date o f  the 

member's death and if  the member established when tiling the revocation that the
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member and the present spouse were not cohabiting.

(b) Except as provided in (a) o f  this section, the member may change or 

revoke the designation without notice to the beneficiary or beneficiaries at any time.

If a member designates more than one beneficiary, each shares equally unless the

member specifics a different allocation or preference. The designation o f  a 

beneficiary, a change or revocation o f  a beneficiary, and a consent to revocation o f  a 

beneficiary shall be made 011 a form provided by ihe administrator and is not effective 

until filed with the administrator.

(c) If  a member fails to designate a beneficiary, or if  no designated beneficiary 

survives the member, the death benefit shall be paid

(1) to the surviving spouse or, if  there is none surviving;

(2) to the surviving children o f  the member in equal parts or, if  there 

arc none surviving;

(3) to the surviving parents in equal parts or. if there arc none

surviving;

(4) to the estate.

(d) A person claiming entitlement to benefits payable under AS 39.35.700 - 

39.35.990 as a consequence o f  a member's death shall provide the administrator with a 

marriage certificate, divorce or dissolution judgment, or other evidence o f  entitlement. 

Documents establishing entitlement may be filed with the administrator immediately 

after a change in the member’s marital status. If the administrator does not receive 

notification o f  a claim before the date 10 days after the member's death, the person 

claiming entitlement is not entitled to receive from the division o f  retirement and 

benefits any benefit already paid by the administrator.

Sec. 39.35.860. Rights under  qualified domestic rela tions order ,  (a) 

Notwithstanding the nonalienalion provisions in AS 39.35.900(a). the plan 

administrator may direct that benefits be paid to someone other than a member or 

beneficiary under a valid qualified domestic relations order that is executed by the 

judge o f  a competent court in accordance with applicable state law and that has been 

accepted by the administrator.

(b) fhe administrator shall determine whether an order meets the requirements

’SSIt MI(FIN) -80-
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o f  this section within a reasonable period after receiving an order. The administrator 

shall notify the member and any alternate payee that an order has been received and 

indicate to the member and any alternate payee when the order is accepted. A separate 

account for the alternate payee portion shall be established as soon as administratively 

feasible after the order has been accepit ' by the administrator.

Sec. 39.35.870. Eligibility to elect medical benefits, (a) A member is 

eligible to elect the medical benefits under AS 39.35.880 i f  the member

(1) has at least 25 years o f  service as a peace officer or fire fighter or at 

least 30 years o f  service for all other employees; or

(2) is 65 years o f  age and has at least 10 years o f  service.

(b) A member's surviving spouse is eligible to elect medical benefits under 

AS 39.35.8S0 if the member had elected, or was eligible to elect medical benefits at 

the time o f  the member's death.

(c) Members shall elect or reject medica' ’•'cncfits on the forms and in the 

manner prescribed by the administrator. The decision to elect or reject benefits is 

irrevocable.

(d) Election o f  the retiree major medical insurance plan is not required in 

order to elect participation in the health reimbursement arrangement.

(e) A person eligible to elect medical benefits is not required to participate in 

the health reimbursement arrangement in order to elect participation in the retiree 

major medical insurance plan.

(1) An eligible person must make the irrevocable election to participate or not 

participate in the retiree major medical insurance by reaching 70 1/2 years o f  age, or 

upon termination o f  employment, whichever is later.

Sec. 39.35.880. Medical benefits, (a) The medical benefits available to 

eligible persons are access lo the retiree major medical insurance plan and to the 

health reimbursement arrangement under AS 39,30.300. Access to the retiree major 

medical insurance plan means that an eligible person may not be denied insurance 

coverage except for failure to pay the required premium.

(b) Retiree major medical insurance plan coverage elected by an eligible 

member under this section covers the eligible member, the spouse o f  the eligible
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member, and the dependent children oJ'the eligible member.

(c) Retiree major medical insurance plan coverage elected by a surviving 

spouse o f  an eligible member under this section covers the surviving spouse and the 

dependent children o f  the eligible member who are dependent on the surviving spouse.

(d) Major medical insurance coverage takes effect on the first day o f  the 

month following the date o f  the administrator's approval o f  the election and stops 

when the person who elects coverage dies or fails lo make a required premium 

payment.

(e) The coverage for persons 65 years o f  age or older is the same as that 

available for persons under 65 years o f  age. The benefits payable to those persons 65 

years o f  age or older supplement any benefits provided under the federal old age, 

survivors and disability insurance program.

(f) The medical and optional insurance premiums owed by the person who 

elects coverage may be deducted from the health reimbursement arrangement. If  the 

amount o f  the health reimbursement arrangement becomes insufficient to pay the 

premiums, the person who elects coverage under (a) o f  this section shall pay the 

premiums directly.

(g) The cost o f  premiums for retiree major medical insurance coverage for an 

eligible member or surviving spouse who is

(1) not eligible for Medicare is an amount equal to the full monthly 

group premiums for retiree major medical insurance coverage;

(2) eligible lor Medicare is the following percentage o f  the premium 

amounts established for retirees who are eligible lor Medicare:

(A) 30 percent if the member had 10 or more, but less than 15, 

years o f  service;

(B) 25 percent if the member had 15 or more, but less than 20, 

years o f  service;

(C) 20 percent if the member had 20 or more, but less than 25, 

years o f  service;

(D) 15 percent if the member had 25 or more, but less than 30, 

years o f  service;
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(E) 10 percent if  the member had 30 or more years o f  service.

(i) The eligibility for retiree major medical insurance coverage for an alternate 

payee under a qu; lified domestic relations order shall be determined based on the 

eligibility o f  the member to elect coverage. The alternate payee shall pay the full 

monthly premium for retiree major medical insurance coverage.

(j-) A person who is entitled to retiree major medical insurance coverage shall

(1) be informed by the administrator in writing

(A) that the health insurance coverage available to retired 

members may be different from the health insurance coverage provided to 

employees;

(B) o f  time limits for selecting optional health insurance 

coverage and whet! nr the election is irrevocable; and

(2) indicate hi writing on a form provided by the administrator that the 

person has received the information required by this subsection and whether the 

person has chosen to receive optional health insurance coverage.

(k) The monthly group premiums for retiree major medical insurance coverage 

are established by the administrator in accordance with AS 39.30.095. Nothing in 

AS 39.35.700 - 39.35.990 guarantees a person who elects coverage under (a) o f  this 

section a monthly group premium rate for retiree major medical insuri'no1* coverage 

other than the premium in effect for the month in which the premium is due for 

coverage for that month.

(/) In this section, "health reimbursement arrangement" means the plan 

established in AS 39.30.300.

Sec. 39.35.iS90. A m endm ent and  te rm ination  of plan, (a) The state has the 

right to amend the plan at any lime and from lime to time, in whole or in part, 

including the right to make retroactive amendments referred lo in 26 U.S.C. 401(b).

(b) Hie plan administrator may not modify or amend the plan retroactively in 

such a manner as lo reduce the benefits o f  any member accrued Id dale under the plan 

by reason o f ' ’ontributions made before the modification or amendment except to the 

extent that the reduction is permitted by the Internal Revenue Code.

(c) The stale may, in its discretion, terminate the plan in whole or part at any
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time without liability for the termination. If the plan is terminated, all investments 

remain in force until all individual accounts have been completely distributed under 

the plan, and, after all plan liabilities are satisfied, excess assets revert to the employer.

(d) Any contribution made by an employer to the plan because o f  a  mistake of 

fact must be returned to the employer by the administrator within one year after the 

contribution or discovery, whichever is later.

See. 39.35.900. Exclusive benefit, (a) The corpus or income o f  the assets 

held in trust as required by the plan may not be diverted or used for other than the 

exclusive benefit o f  the participants.

(b) If plan benefits are provided through the distribution o f  annuity or 

insurance contracts, any refunds or credits in excess o f  plan benefits due to dividends, 

earnings, or other experience rating credits, or surrender or cancellation credits, shall 

be paid to the trust fund.

(c) The assets o f  the plan may not be used to pay premiums or contributions of 

the employer under another plan maintained by the employer.

Sec. 39.35.910. N onguaran tec  of re tu rns ,  rates, o r  benefit am ounts .  The 

plan created by AS 39.35.700 - 39.35.990 is a defined contribution plan, not a defined 

benefit plan. The amount o f  money in the account o f  a participant depends on the 

amount o f  contributions and the rate o f  return from investments o f  the account that 

varies over time. If benefits arc paid in the form o f  an annuity, the benefit amount 

payable is dependent on the amount o f  money in the account and the interest rates 

applied and service fees charged by the annuity payor at the time benefits are first 

paid, Nothing in this plan guarantees a participant

(1) a rate o f  return or interest rate other than that actually earned by the 

account o f  the participant, less applicable administrative expenses: or

(2) an annuity based on interest rates or service charges other than 

interest rates available from and service charges by the annuits payor in effect at the 

time the annuity is paid.

Sec. 39.35.920. N onguaran tec  of em ploym ent. The provisions o f  

AS 39.35.700 - 39.35.990 are not a contract o f  employment between an employer and 

an employee, nor do they confer a right o f  an employee to be continued in the
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employment o f  an employer, nor are they a limitation o f  the right o f  an employer to 

discharge an employee with or without cause.

Sec. 39.35.930. F raud .  A person who knowingly makes a false statement or 

falsifies or permits to be falsified a record o f  this plan in an attempt to defraud the plan 

is guilty o f  a class A misdemeanor.

See. 39.35.990. Definitions. In AS 39.35.700 - 39.35.990, unless the context 

requires otherwise,

(1) "administrator" means the commissioner o f  administration or the 

commissioner's designee;

(2) "alternate payee" means the person for whom an amount has been 

separated into an account under a qualified domestic relations order;

(3) "annuitant" means a member, beneficiary, or alternate payee who is 

receiving a benefit under this plan;

(4) "beneficiary" means the person or persons entitled under the 

provisions ol' this plan to receive benefits after the death o f  a member or alternate 

payee;

(5) "board" has the meaning given in AS 39.35.680;

(6) "calendar year" has the meaning given in AS 39.35.680;

(7) "compensation"

(A) means

(i) the total remuneration earned by an employee for 

personal services rendered, including cost-of-living differentials, as 

reported on the employee's federal Income Tax Withholding Statement 

(fo rm  W-2) from the employer for the calendar year;

(ii) the member contribution to the public employees' 

retirement system under AS 39.30.730, employee deferrals under 

AS 39.45.010, the wage reduction amount contributed to the Alaska 

Supplemental Annuity flan under AS 39.30.150(a). and the wage 

reduction amount contributed to the Alaska Supplemental Benefit flan 

under AS 39.30.150(e), as those statutes may be amended from lime to 

time;
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(B) does not include retirement benefits, severance pay or other 

separation bonuses, welfare benefits, per diem, expense allowances, workers' 

compensation payments, payments for leave not used whether those leave 

payments are scheduled payments, lump-sum payments, donations, " r  cash-ins, 

any remuneration contributed by the employer for or on account o f  the 

employee under this plan or under any other qualified or nonqualified 

employee benefit plan, any remuneration not specifically included above 

which would have been excluded under 26 U.S.C. 3121(a) (Internal Revenue 

Code) if  the employer had remained in the Federal Social Security System, or 

any remuneration paid by the employer in excess o f  the Social Security 

Taxable Wage Base for the calendar year;

(C) notwithstanding (B) o f  this paragraph, includes any amount 

that is contributed by the employer under a salary reduction agreement and that 

is not includible in the gross income o f  the -mployee under 26 U.S.C. 125, 

132(0(4), 402(c)(3), 402(h)(1)(B) or 403(o) (Internal Revenue Code); the 

annual compensation limitation for the member, which is so taken into account 

for those purposes, may not exceed $200,000, as adjusted for the cost o f  living 

in accordance with 26 U.S.C. 401 (a)( 17)(B) (Internal Revenue Code), with the 

limitation for a fiscal year being the limitation in effect for the calendar year 

within which the fiscal year begins;

(8) "dependent child" has the meaning given in AS 39.35.6S0;

(9) "distribution commencement date" has the meaning given in 

AS 39.35.840(a);

(10) "employer" means

(A) the Stale o f  Alaska; or

(M) a political subdivision or public organization o f  the state 

that participates in the plan;

(11) "fund" means the assets o f  the plan:

(12) "individual account" means the total maintained by the plan in an 

investment account within the trust fund, established for each member for the purposes 

o f  allocation o f  the member's contributions, the employer's contributions on behalf ol'
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the member, and earnings credited lo each o f  those contributions, investment gains 

and losses, and expenses; as well as reporting o f  the member's benefit under the plan;

(13) "Internal Revenue Code" means the Internal Revenue Code of 

1986, as amended;

(14) "investment funds" means those separate funds that are provided 

within and that make up the trust fund and that are established for the purpose o f  

directing investment through the exercise o f  the sole control o f  a member, beneficiary, 

or alternate payee under the terms o f  the plan and trust agreement;

(15) "limitation year" means the year for which contributions are made 

to a member's individual account as reported to the Internal Revenue Service and as 

meets the limits described in 26 U.S.C. 415(c);

(16) "member" means an employee o f  an employer or former 

employee o f  an employer who retains a right to benefits under the plan;

(17) "membership service" means full-time or part-time employment 

with an employer in the plan;

(18) "normal retirement age" means 65 years o f  age;

(19) "participant" means the person who has a vested right to an 

individual account, such as a member, an alternate payee if  the account is subject to a 

qualified domestic relations order, the member's beneficiary if  the member is 

deceased, or an alternate payee's beneficiary if the alternate payee is deceased;

(20) "peace officer" or "fire fighter" has the meaning given in

AS 39.35.680.

(21) "plan" means the retirement plan established in AS 39.35.700 -

39.35.990;

(22) "prudent investment standard" means the degree o f  care, skill, 

prudence, and diligence under the circumstances then prevailing that a prudent person 

acting in a like capacity and familiar with such matters would use in the conduct o f  an 

enterprise o f  a like character and with I'kc aims;

(23) "qualified domestic relations order" means a divorce or 

dissolution judgment under AS 25.24, including an order approving a property 

settlement, that
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(A) creates or recognizes the existence o f  an alternate payee's 

right to, or assigns to an alternate payee the right to. receive all or a portion o f  

an individual account or the benefits payable with respect to a member;

(B) sets out the name and last known mailing address, if  any, o f  

the member and o f  each alternate payee covered by the order;

(C) sets out the amount or percentage o f  the member's benefit,

or o f  any survivor's benefit, to be paid to the alternate payee, or sets out the

manner in which that amount or percentage is to be determined;

(D) sets out the number o f  payments or period to which the

order applies;

(E) sets out the retirement plan to which the order applies;

(F) does not require any type or form o f  benefit or any option 

not otherwise provided by AS 39.35.700 - 39.35.990;

tG) does not require an increase o f  benefits in excess o f  the 

amount provided by AS 39.35.700 - 39.35.990; and

(H) does not require the payment to an alternate payee o f  

benefits that are required to be paid to another alternate payee under another 

order previously determined to be a qualified domestic relations order;

(24) "retiree" means an eligible person who has elected to receive 

medical benefits under AS 39.35.SS0;

(25) "surviving spouse" means the spouse o f  an employee who has 

been married to the employee for at least one year at the time o f  the employee's death;

(26) "system" has the meaning given in AS 39.35.680;

(27) "year o f  service" means the equivalent o f  52 weeks o f  permanent 

lull-time employment which may consist o f  a combination o f  permanent full-time or 

permanent part-time membership service; in this paragraph, "permanent full-time" and 

"permanent part-time" have the meanings given in AS 39.35.680.

* See. 103. AS 39.45.030(a) is amended to read:

(a) The Alaska K e I i re men t M ann tie m en t | STATE PENSION

INVESTMENT! Board is authorized,1 subject to contracts with individual employees, 

to invest the funds held under a deferred compensation program. The board has the
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same powers and duties concerning the management and investment in regard to those 

funds as are provided under AS 37.10.220 [AS i 4 .25 .180].

* Sec. 104. AS 39.45.030(g) is amended to read:

(g) In this section, "board" means the Alaska R etirem ent M anagem ent 

[STATE PENSION INVESTMENT] Board.

* Sec. 105. AS 39.45,060 is amended by adding a new paragraph to read:

(2) "board" means the trustees o f  the Alaska Retirement Management 

Board established under AS 37.10.210.

* Sec. 106. AS 39.50.200(a)(9) is amended to read:

(9) "public official" means

(A) a judicial officer;

(B) the governor or the lieutenant governor;

(C) a person hired or appointed in a department in the

executive branch as

(i) the head or deputy head o f  the department:

(ii) the director or deputy director o f  a division;

(iii) a special assistant to the head o f  the department;

Civ) a person serving as the legislative liaison for the

department;

(D) an assistant to the governor or the lieutenant governor:

(I.) the chair or a member o f  a stale commission or board 

[O IIIE R  THAN PHYSICIAN M EMBERS OR ALTERNATES OE THE 

ALASKA TEACHERS' RETIREMENT BOARD APPOINTED UNDER 

AS 14.25.035(a)C) OR OE HIE PUBLIC I M'M OYEES' RETIREMENT 

BOARD APPOINTED UNDER AS 39.35.030(d);|

(E) state imostment officers and the slate comptroller in the 

Department o f  Revenue;

f e  | REPEALED

(II)] the chief procurement officer appointed under

AS 39.30010;

(II) |( l) |  the executive director ol the Alaska W orkiune
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Investment Board; and

(I) [(J)j each appointed or elected municipal officer;

* Sec. 107. AS 39.50.200(b)(54) is amended to read:

(54) Alaska Retirem ent M anagem en t [STATE PENSION 

INVESTMENT! Board (AS 37.10.210);

* See. 108. AS 44.25.020(2) is amended to read:

(2) collect, account for, have custody of, invest, and manage all state 

funds and all revenues o f  the state except revenues incidental to a program of  licensing 

and regulation carried on by another state department, funds managed and invested by 

the Alaska R e tirem en t M anagem ent [STATE PENSION INVESTMENT] Board, 

and as otherwise provided by law;

* Sec. 109. AS 44.25.028(a) is amended to read:

(a) The commissioner o f  revenue may designate employees o f  the Department 

o f  Revenue who are subject to the provisions o f  AS 39.50 because o f  their 

responsibility for participating in the management or investment o f  the funds for 

which the Alaska Retirem ent M anntiement [STATE PENSION INVESTMENT 

Board is responsible.

* See. 110. AS 44.25.028(b) is amended to read:

(b) If an officer or employee o f  the Department o f  Revenue with responsibility 

lor funds lor which the Alaska Retirem ent M anagem ent [STATE PENSION 

IN* l ’STMENT) Board is responsible acquires, owns, or controls an interest, direct or 

indirect, in an entity or project in which assets under the control o f  the board are 

invested, the ol'ficei or employee shall immediately disclose the interest to the board.

I he disclosure is a matter o f  public record and shall be included in the minutes o f  the 

board meeting next following the disclosure. I he eommi.ssioner shall adopt 

regulations to restrict officers and employees o f  the department from having a 

substantial interest in an entity or project in which assets under the control ol the board 

are invested.

* See. 111. AS 44 .64 .0 '(J(a) is amended by adding a new paragraph to read:

(3o) AS 37.10.210 - 37.10,300 (Alaska Retirement Management

Board).
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* See. 112. AS 14.25.012(a), 14.25.C15. 14.25.020, 14.25.022, 14.25.030, 14.25.035, 

14.25.037, 14.25.142, 14.25.170, 14.25.175(e), 14.25.180, 14.25.190, 14.25.220(41); 

AS 39.30.175(0; AS 39.35.010, 39.35.011, 39.35.020, 39.35.030, 39.35.040, 39.35.042, 

39.35.047. 39.35.060, 39.35.080, 39.35.090, 39.35.480, 39.35.520(c), 39.35.522(c). 

39.35.522(e); AS 39.45.025; AS 39.50.200(b)(23), and 39.50.200(b)(29) are repealed.

* Sec. 113. AS 14.25.061(c), 14.25.062; and AS 39.35.350 are repealed.

* Sec. 114. The uncodified law o f  the State o f  Alaska is am ru led  by adding a new section 

to read:

TRANSITION: INITIAL STAGGERED TERM S OF TRUSTEES OF THE

ALASKA RETIREM ENT M ANAGEM ENT BOARD. Notwithstanding AS 37.10.210(c), as 

repealed and reenacted by sec. 41 o f  this Act. the terms o f  the initially appointed trustees o 

the Alaska Retirement Management Board who are not commissioners shall be set by the 

governor to achieve staggered terms in the manner provided for nine-member boards by 

AS 39.05.055(7).

* Sec. 115. The uncodified law o f  the State o f  Alaska is amended by adding a new section 

to read:

TERMS OF MEMBERS OF THE ALASKA TEACHERS' RETIREM ENT BOARD. 

AND THE P U B iJC  EMPLOYEES' RETIREMENT BOARD. The terms o f  all board 

members appointed to the Alaska Teachers' Retirement Board, and the Public Employees' 

Retirement Board expire on the effective date o f  this section.

* Sec. 116. 'I'lie uncodified I: a  o f  the State o f  Alaska is amended by adding a new section 

to read:

TERM S OF MEMBERS OF T ill:  ALASKA STATE PENSION INVESI MEN f 

BOARD. The terms o f  all board members appointed to the Alaska State Pension Investment 

Board expire on September 30, 2005.

* See. 117. The uncodificd law o f  the Slate o f  Alaska is amended by adding a new section 

lo read:

IRANSITION OF 1)1! f l l S  BETWEEN ALASKA STATE: PENSION

INVESTMENT BOARD AND H I E  ALASKA RETIREMENT M ANAGEM ENT BOARD,

(a) After the elfeetive date ol this section and until September 30, 2005. the Alaska State 

Pension Investment Board shall continue to exercise the powers and duties assigned in this

-91-
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Act to the Alaska Retirement Management Board. The Alaska State Pension Investment 

Board shall take actions lo facilitate the transition o f  duties formerly assigned to the Alaska 

State Pension Investment Board to the duties assigned in this Act to the Alaska Retirement 

Management Board. A member o f  the Alaska Retirement Management Board appointed to 

serve as a trustee before September 30. 2005, shall be invited to observe and train with the 

Alaska State Pension Investment Board.

(b) The Alaska Retirement Management Board may not assume the duties and 

responsibilities assigned to the Alaska Retirement Management Board in this Act until 

October 1.2005.

* See. 118. The uncodificd law o f  the Slate o f  Alaska is amended by adding a new section 

to read:

TRANSITION. Hearings and other proceedings pending under a law amended or 

repealed by this Act or in connection with functions transferred by this Act continue in effect 

and may be continued and completed notwithstanding a transfer or amendment or repeal 

provided for in this Act. Orders and regulations issued or adopted under authority o f  a law 

amended or repealed by this Act remain in effect for the term issued, or until revoked, 

vacated, or otherwise modified under the provisions o f  this Act. Contracts, rights, liabilities, 

and obligations created by or under a law amended or repealed by this Act, and in effect on 

the effective date o f  this section, remain in effect notwithstanding this Act's taking effect. 

Records, equipment, appropriations, funds, and other property o f  boards or agencies o f  the 

state whose functions are transferred under this Act shall be transferred to implement the 

provisions o f  this Act.

* Sec. 1 19. The uncodilied law P f  the State ol Alaska is amended by adding a new section 

to read:

I RANSH ION: REGULATIONS. (a) The Department o f  Administration may

proceed to develop and adopt regulations required to implemen this Act.

(h; Regulations adopted by the Department o f  AdiJnni.llraLion under this Act relate lo 

the internal management o f  a stale agency, and the adoption o f  the regulations is not subject to 

AS 44.62 (Administrative Procedure Act).

* Sec. 120. The uncodilled law o f  the State o f  Alaska is amended In adding a new section 

to read:

CSSIt 111 (FIN) ■‘)2.
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INSTRUCTION REGARDING ALASKA TEACHERS' RETIREMENT SYSTEM 

BOARD, ALASKA PUBLIC EMPLOYEES' RETIREMENT SYSTEM BOARD, AND 

ALASKA STATE PENSION INVESTMENT BOARD. Wherever in the Alaska Statutes and 

the Alaska Administrative Code the terms "Alaska Teachers' Retirement System Board," 

"Alaska Public Employees' Retirement System Board." or "Alaska State Pension Investment 

Board" are used, they shall be read as "Alaska Retirement Management Board" when to do so 

would be consistent with the changes made by this Act.

* Sec. 121. The uncodified law o f  the State o f  Alaska is amended by adding a new section 

to read:

SPECIFIC INSTRUCTIONS TO REVISOR OF STATUTES CONCERNING 

SPECIFIC REFERENCES, (a) The revisor o f  statutes shall change references to "this 

chapter" to "AS 14.25.009 - 14.25.220" in the following statutes: AS 14.25.040(b),

14.25.040(c), 14.25.045(a), 14.25.047, 14.25.061(a), 14.25.062, 14.25.063(a), 14.25.075(c), 

14.25.105, 14.25.107, 14.25.110(k), 14.25.150(b), 14.25.153, 14.25.160(h), 14.25.165(0, 

14.25.166. 14,25.177. 14.25.195, 14.25.200(b), 14.25.205, and 14.25.210, and in 14.25.220 in 

each place that the phrase appears.

(b) The revisor o f  statutes shall change the reference to "board'1 to "administrator" in 

the following statutes: AS 14.25.075 and 14.25.130(0.

(c) The revisor o f  statutes shall change the reference to "system" to "plan" in the 

following statutes: AS 14.25.040(b). 14.25.040(c), 14.25.045, 14.25.047, 14.25.055,

14.25.060, 14.25.061(a). 14.25.062, 14.25.063(a). 14.25.065, 14.25.070, 14.25.075(c),

14.25.075(d), 14.25.075(g). 14.25.075(h), 14.25.075(i), 14.25.100(a), 14.25.105(c),

14.25.107, 14.25.110, 14.25.125(c), 14.25.143, 14.25.163, 14.25.165(i), 14.25.167(g),

14.25.168, 14.25.169. 14.25.173(a), 14.25.173(d), 14.25.181, 14.25.200, 14.25.210,

14.25.220(1), 14.25.220(4), 14.25.220(7), 14.25.220(14), 14.25.220(20), 14.25.220(22),

14.25.220(23), 14.25.220(31). 14.25.220(34), 14.25.220(36). 14.25.220(37), 14.25.220(42); 

AS 39.35.120. 39.35.125, 39.35.160. 39.35.165(a), 39.35.165(c), 39.35.165(d), 39.35.165(e). 

39.35.165(g), 39.35.16^(11). 39.35.165(i). 39 .35 .17o, 39.35.180, 39.35.195(b), 39.35.195(c), 

39.35.250, 39.35.280, 39.35.300(c), 39.35.310(a), 39.35.310(c), 39.35.340(a). 39.35.342(a), 

39.35.342(d), 39.35.345(a). 39.35.345(d). 39.35.160(a), 39.35.360(g), 39.35.360(h).

39.35.360(k), 39.35.370(1), 39.35.370(h), 39.35.370(i), 39.35.370(j), 39.35.370(k),

L
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39.^5.371 (i), 39.35.3S 1(b), 39.35.381(g), 39.35.385(c), 39.35.400(c), 39.35.450(g),

39.35.475(a), 39.35.475(d), 39.35.500(a), 39.35.505, 39.35.520(a), 39.35.520(d),

39.35.522(d), 39.35.527(a), 39.35.527(b), 39.35.530, 39.35.535(a), 39.35.535(d), 39.35.550, 

39.35.560, 39.35.570, 39.35.580, 39.35.590, 39.35.600, 39.35.610, 39.35.620(a),

39.35.620(h), 39.35.650, 39.35.670. 39.35.675(a), 39.35.680(1), 39.35.680(5), 39.35.680(9), 

39.35.680(12), 39.35.680(15), 39.35.680(16), 39.35.680(17), 39.35.680(20),

39.35.680(21)(A), 39.35.680(29), 39.35.680(32), 39.35.680(33), and 39.35.680(35).

(d) The revisor o f  statutes shall change the reference to "board" to "commissioner" in 

the following statutes: AS 39.35.290, 39.35.522(a), 39.35.522(b), and 39.35.522(d).

(e) The revisor o f  statutes shall change references to "this chapter" to "AS 39.35.095 - 

39.35.680" in the following statutes: AS 39.35.165, 39.35.200, 39.35.250, 39.35.300,

39.35.340, 39.35.350, 39.35.360, 39.35.370, 39.35.371, 39.35.375, 39.35.381. 39.35.490, 

39.35.495, 39.35.505, 39.35.530, 39.35.546, 39.35.547. 39.35.615(c), 39.35.620(e), 

39.35.660, 39.35.675(b), 39.35.677, and 39.35.680.

(I) The revisor o f  statutes shall renumber AS 39.35.690 to follow AS 39.35.990.

* Sec. 122. The uncodified law o f  the Stale o f  Alaska is amended by adding a new section 

to read:

IMPLEMENTATION OP SECTIONS 120 and 121 OP THIS ACT. Under

AS 01.05.031, the revisor o f  statutes shall implement secs. 120 and 121 o f  this Act in the

Alaska Statutes, and. under AS 44.62.125(b)(6), the regulations attorney shall implement secs. 

120 and 121 o f  this Act in the administrative code.

* See. 12.3. Sections 11, 12, 14, 15. 18, 71 - 76, 89, 97. and 113 o f  this Act take effect

June 30. 2010.

* Sec. 124. Section 122 o f th is  Act takes effect immediately under AS 01.10.070(e).

* Sec. 125. Except as provided in sees. 123 and 124 o f th is  Act, this Act takes effcci July 1. 

2005.
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UNIVERSITY OF ALASKA 
Statew ide Office of Human Resources

Comment of Fiscal Impact of Proposed University Amendments to the Optional
Retirement Program

With passage of this bill, as amended at the request of the University, it Is 

anticipated that avoided cost up to $200,000 can be achieved in FY06.

in subsequent years, subject to consultation and decision by the University's 

Board or Regents lo modify the plan with added discretion provided by the bill, 

it is anticipated the cost avoidance will reach $1 million per year, for cumulative 

cost avoidance nearing $10 million over the next several years.

Respectfully Submitted by;

April 5, 2005

Vice President for Faculty and Staff Relations
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