


H u  N A T O  It K l.M  K l / r C ) N

S B  293 -  D e la y in g  Im p le m e n t a t io n  o f  P e n s io n  C h a n g e s  

S p o n s o r S ta te m e n t

SB 29 3 a c k n o w le d g e s  a s im p le  fa c t. W h e n  th e  le g is la tu r e  p a s s e d  SB 141 in  2 0 0 5 , its  

im p l ic a t io n s  w e r e  n o t f u l l y  u n d e r s to o d . I t h a d  n u m e ro u s  te c h n ic a l a n d  p o l ic y  

d i f f i c u l t ie s , fo r g e d  in  th e  c ra m p e d  c o n f in e s  o f s e v e ra l c o n fe re n c e  c o m m it te e s  d u r i n g  a 

le n g th y  s p e c ia l s e s s io n .

T h e  D e p a r tm e n ts  o f R e v e n u e  a n d  L a w , a n d  th e  A la s k a  R e t i r e m e n t M a n a g e m e n t B o a rd  

h a v e  id e n t i f ie d  s e v e ra l is s u e s , r a n g in g  f r o m  u n fu n d e d  b e n e f i t s  to  o p p o r t u n i t ie s  fo r 

d o u b le - d ip p in g , f r o m  c lo s in g  th e  e m p lo y e e  b a se a g a in s t w h o s e  s a la r ie s  th e  u n fu n d e d  

l ia b i l i t y  m a y  be a sse s se d to  in a p p r o p r ia t e  e l i g i b i l i t y  ru le s  a n d  a p p e a l p r o c e d u re s .

A s  im p o r t a n t l y , th e re  h a s n e v e r b e e n an a n a ly s is  o f th e  im p a c t o f c h a n g in g  f r o m  a 

d e f in e d  b e n e f i t to  a d e f in e d  c o n t r ib u t io n  s y s te m  o n  A la s k a 's  a b i l i t y  to  r e c r u i t a n d  re ta in  

th e  p u b l ic  s e r v a n ts  w e  n e e d : te a c h e rs , t ro o p e r s , b io lo g is t s , e n g in e e r s , c o r r e c t io n s  

o f f ic e r s , c h i ld  p r o t e c t io n  w o r k e r s , a n d  m a n y  o th e rs .

B e fo re  th is  c h a n g e  ta k e s  e f fe c t , A la s k a n s  m u s t h a v e  re a l d a ta . T h e  A la s k a  R e t i r e m e n t 

M a n a g e m e n t B o a rd  a lr e a d y  e s t im a te s  th e  SB 141 p la n  w i l l  c o s t m o r e  th a n  th e  p la n s  

PERS a n d  TR S  m e m b e rs  e n te r to d a y . T h e y  c a n n o t y e t e s t im a te  h o w  m u c h  la r g e r it w i l l 

m a k e  th e  u n fu n d e d  l ia b i l i t y .  U n t i l th e  h o a rd  m a k e s  re c o m m e n d a t io n s  o n  a d d re s s in g  

th a t l ia b i l i t y ,  th e  S ta te  o f  A la s k a  w o u ld  he ir r e s p o n s ib le  to  s te p  o f f  th e  d e f in e d  

c o n t r ib u t io n  p re c ip ic e .

I r e s p e c t fu l ly  a s k fo r y o u r  s u p p o r t .
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R e : F C C S  S B  141 (2 d  F C C ) -  r e la t in g  to th e

te a c h e rs ' a n d  p u b l ic  e m p lo y e e s ' 

r e t i r e m e n t s y s te m s and th e  u n iv e r s i t y  

r e t i r e m e n t p r o g r a m ; c re a t in g  n e w  p la n s  

in  th e  re t i r e m e n t s y s te m s th a t p r o v id e  

d e fm e d  c o n t r ib u t io n  a n d h e a l th  

re im b u r s e m e n t a r ra n g e m e n t p la n s  f o r  

le a c h e rs  a n d  p u b l i c  e m p lo y e e s  h i r e d  o n  

o r a f t e r J u l y l ,  2 0 0 6 ; a n d c h a n g in g  th e  

b o a rd  s t r u c tu r e  f o r  th e  s y s tem s 

O u r f i l e :  8 8 3 -0 5 - 0 1 0 5

D e a r G o v e r n o r M u r k o w s k i :

A t  th e re q u e s t o f  y o u r le g is la t iv e  o f f i c e , w e  h a v e  re v ie w e d  F C C S  S B  141 (2 d  

F C C ) . T h is  b i l l m a k e s am e n d m e n ts  to  th e  T e a c h e rs ' R e t i r e m e n t S y s te m  (T R S ) , P u b l ic  

E m p lo y e e s ' R e t i r e m e n t S y s te m  (P E R S ) , a n d  u n iv e r s i t y  r e t i r e m e n t p ro g ra m s ; c re a te s a 

n e w  A la s k a  R e t i r e m e n t M a n a g e m e n t B o a rd  ( A R M B )  to  re p la c e  a n d  p e r fo rm  m a n y  o f  th e  

fu n c t io n s  o f  th e  c u r r e n t T e a c h e rs ' R e t i r e m e n t B o a r d  ( T R B ) , P u b l ic  E m p lo y e e s ' 

R e t i r e m e n t B o a r d  (P E R B ) , a n d  A la s k a  S ta te  P e n s io n  In v e s tm e n t B o a rd  ( A S P IB ) ; 

t ra n s fe rs  m o s t o f  th e re g u la t io n  a d o p t io n  a u th o r i t y  o f  th e  c u r r e n t T R B  an d P E R B  to th e  

c o m m is s io n e r o f  th e  D e p a r tm e n t o f  A d m in is t r a t io n ; a n d  tra n s fe rs  m o s t o f  th e  a p p e a l 

fu n c t io n s  c u r r e n t ly  p e r fo rm e d  b y  th e T R B  a n d  P E R B  to  th e o f f i c e  o f  a d m in is t r a t iv e  

h e a r in g s  ( O A H )  u n d e r A S  4 4 .6 4 .

I n  a d d i t io n  to  c h a n g e s to c u r r e n t re t ir e m e n t s ta tu te s , th e  b i l l  c re a te s n e w  re t i r e m e n t 

p la n s  fo r  m em b e rs  f i r s t  e m p lo y e d  u n d e r T R S  an d P E R S  o n  o r a f t e r  J u ly  1, 2 0 0 6 . T h o s e  

n e w  m em b e rs  w i l l  b e  c o v e re d  b y  n e w  d e f in e d  c o n t r ib u t io n  p la n s  w i t h  d e fm e d  

o c c u p a t io n a l d is a b i l i t y ', o c c u p a t io n a l d e a th , a n d  re t i r e e  m e d ic a l b e n e f i t s , a n d  w i l l  a ls o  be
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c o v e r e d  b y  a n e w  re t ir e e  h e a l th  re im b u r s e m e n t a r ra n g e m e n t ( H R A )  p la n , in s te a d  o f  th e  

d e f in e d  b e n e f i t p la n s  c o v e r in g  m em b e rs  f i r s t  e m p lo y e d  u n d e r th e s y s te m s b e fo r e  th a t 

d a te .1 N o n  v e s te d  m em b e rs  o f  th e  T R S  a n d  P E R S  d e f in e d  b e n e f i t s  p la n s  w i l l  b e 

p e rm i t t e d  to t r a n s fe r to th e  n e w  d e fm e d  c o n t r ib u t io n  p la n s  i f  th e i r  e m p lo y e rs  a g re e to  

p a r t ic ip a te  in  s u c h  tra n s fe rs .

S e n a te B i l l  141 is a le n g th y  a n d  c o m p l ic a te d  b i l l .  I n  th is  b i l l  r e v ie w , w e  e x p la in  

th e  m a jo r p r o v is io n s  f o r  c h a n g e s  to  th e  c u r r e n t re t i r e m e n t s y s te m  s ta tu te s , th e  n e w  p la n s , 

in te r p r e ta t io n  a n d im p le m e n ta t io n  is s u e s , an d p o te n t ia l le g a l is s u e s .

Changes Applicable to C nrren t Systems

T h e  b i l l  adds p ro p o s e d  n e w  a r t ic le s  in  th e  T R S  a n d  P E R S  s ta tu te s to  g o v e rn  

a d m in is t r a t io n  o f  th e  s y s tem s . S e c t io n  1 o f  th e  b i l l  ad d s a p r o p o s e d  n e w  a r t ic le  1 to  

A S  1 4 .2 5 , w h ic h  in c lu d e s  g e n e ra l p r o v is io n s  fo r a d m in is t r a t io n  o f  T R S . T h is  a r t ic le  

p r o v id e s  f o r  th e  a d m in is t r a t io n  o f  b o th  th e c u r r e n t T R S  d e f in e d  b e n e f i t p la n  a n d th e  

p ro p o s e d  n e w  T R S  d e fm e d  c o n t r ib u t io n  p la n  e s ta b lis h e d  b y  th e  b i l l .  S e c t io n  81 o f  th e  

b i l l  a d d s a p ro p o s e d  n e w  a r t ic le  1 to  A S  3 9 .3 5 , w h ic h  in c lu d e s  p r o v is io n s  f o r  

a d m in is t r a t io n  o f  P E R S . T h is  a r t ic le  p r o v id e s  f o r  th e  a d m in is t r a t io n  o f  b o th  th e  c u n re n t 

P E R S  d e f in e d  b e n e f i t p la n  a n d th e p ro p o s e d  n e w  P E R S  d e f in e d  c o n t r ib u t io n  p la n  

e s ta b l is h e d  b y  th e b i l l .  A  n u m b e r o f  th e g e n e ra l p r o v is io n s  se t o u t in  secs . 1 a n d 81 

re p la c e  p r o v is io n s  re p e a le d  b y  s e c . 132 o f  th e  b i l l  ‘  S e c t io n s  1 a n d  81 se t o u t th e p u rp o s e

In  th is b i l l re v ie w , the n ew  p lan s crea ted b y  sec. 35 fo r T R S  and sec. 122 fo r P ER S are 
g e n e ra lly  re fe r re d  to as "d e fin e d  c o n t r ib u t io n " p la n s . A  d e fin e d c o n t r ib u t io n  p la n is a type o f  

re t ire m e n t p lan in  w h ic h  Tie em p lo y e r o r the em p lo ye e , o r b o th , p a y (c o n tr ib u te ) a s p e c if ie d  

am o u n t o f  m o n e y in to an in d iv id u a l accoun t on b e h a lf o f  the em p lo ye e . T h e c o n t r ’ u ted m o n e y 

is in v e s te d  e ith e r at d ie em p lo ye r 's o r the em p lo yee 's d ire c t io n  as s p e c if ie d  b y  d ie  te rm s o f  the 

p la n . T h e accum u la te d va lu e o f  th e in d iv id u a l a c co u n t a t re t ire m e n t o r te rm in a t io n  is d ie to ta l 

v a lu e  o f  a ll c o n tr ib u t io n s  m ade , in c lu d in g  in v e s tm e n t in c om e ea rn in g s o r losses e x p e r ie n c e d on 

th o se c o n tr ib u t io n s . In v e s tm e n t re su lts are no t gua ran teed , and u n lik e  a de fin e d b e n e f it p la n , a 
d e fin e d  c o n tr ib u t io n  p la n  does n o t p ro v id e  a gua ran teed b e n e fit am o u n t at re t ire m e n t. T he new  
p la n s c rea ted b y sec. 35 fo r T R S  and sec. 122 fo r PER S are n o t p u re ly  d e fin e d  c o n t r ib u t io n  
p la n s , because th e y a lso in c lu d e d e fin e d  b e n e fit com po nen ts , in c lu d in g  o c c u p a tio n a l d is a b i l i t y  

b e n e fits , o c c u p a tio n a l dea th b e n e fits , and re tire e he a lth be ne fits , f in a n c in g  o f  tho se b e n e fits  w i l l 
re q u ire  va r ia b le , a c tu a r ia lly -d e te rm in e d  em p lo ye r c o n tr ib u t io n s .

In secs. 1 and 81 o f the b i l l , the p ro po se d new  A S  14 .25 .001 and A S  39 .35 .00 1 re p la ce 

re p e a le d p ro v is io n s  o f  A S  14 .2 5 .0 1 2 (a ) and A S '3 9 .3 5 .0 1 0 (a ) (p u rp o se o f  ch a p te rs ); p ro p o se d 
n ew  A S  14 .2 5 .0 0 2 estab lishes tire a tto rn e y gene ra l as le g a l counse l fo r the sys tem , and p ro p o se d 

n ew  A S  39 .3 5 .0 0 2 rep laces re pea led A S  3 9 .3 5 .0 9 0 re g a rd in g  re p re s e n ta tio n o f  PER S b y  the 
a tto rn e y gene ra l; p ro po se d n ew  A S  14 .25 .004 and A S  3 9 .3 5 .0 0 4 rep la ce repea led p ro v is io n s  o f  

A S  14 .25 .02 0 , 14 .25 .030 , 14 .2 5 .1 7 0 , AS 3 9 .3 5 .0 2 0 and 3 9 .3 5 .0 6 0 (p ow e rs and du tie s o f  
a d m in is tra to r ) ; p ro po se d new  A S  14 .25 .005 and A S  39 .3 5 .0 0 5 re p la ce repea led p ro v is io n s  o f  
( fo o tn o te  2 c o n tin u e d  a t b o tto m  o f  p a g e  3 )
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o f  th e  c h a p te rs  (A S  1 4 .2 5  (T R S ) a n d A S  3 9 .3 5  (P E R S ) ) , th e  a u th o r i t y  o f  th e a t to r n e y  

g e n e ra l a n d  T R S /P E R S  a d m in is t r a to r , p r o v is io n s  f o r  a d o p t io n  o f  re g u la t io n s  b y  th e 

c o m m is s io n e r o f  a d m in is t r a t io n , a s s ig n m e n t to  th e  O A H  o f  a u th o r i t y  to  h e a r a p p e a ls  

f r o m  d e c is io n  o f  th e a d m in is t r a to r , a n d a s s ig n m e n t o f  th e A R M B  as th e  f id u c ia r y  f o r  th e  

s y s te m s ' fu n d s .

T h e  b i l l s t ru c tu re s  th e  T R S  a n d  P E R S  s ta tu te s to  p r o v id e  s e p a ra te ly  f o r  th e  d e f in e d  

b e n e f i t " p la n s " a n d  th e  d e f in e d  c o n t r ib u t io n  " p la n s " w i t h in  th e  " s y s te m s . " 3 P ro p o s e d  n e w  

a r t ic le s  s e g re g a te  c u r r e n t T R S  a n d  P E R S  d e f in e d  b e n e f i t p la n  p r o v is io n s  f r o m  th e 

p ro p o s e d  n e w  d e f in e d  c o n t r ib u t io n  p la n  p r o v is io n s . S e c t io n  3 ad d s a p r o p o s e d  n e w  

a r t ic le  2 to  A S  1 4 .2 5 th a t c o n ta in s  th e  p r o v is io n s  o f  th e  c u r r e n t T R S  d e f in e d  b e n e f i t p la n  

in  A S  1 4 .2 5 .0 0 9  - 1 4 .2 5 .2 2 0 . S e c t io n s  4 - 3 4  a m e n d  a n u m b e r o f  th e  T R S  d e f in e d  b e n e f i t 

p la n  s ta tu te s . S e c t io n  S3 a d d s a p ro p o s e d  n e w  a r t ic le  2 to  A S  3 9 .3 5  to  d e s ig n a te  c u r r e n t 

A S  3 9 .3 5 .0 9 5  - 3 9 .3 5 .6 S 0  as th e  P E R S  d e f in e d  b e n e f i t p la n .4 S e c r io n s  84 - 121 am e n d  a 

n u m b e r o f  th e  P E R S  d e f in e d  b e n e f i t p la n  s ta tu te s .^ .T h e  c u r r e n t T R S  a n d  P E R S  d e f in e d  

b e n e f i t p la n s  w i l l  a p p ly  o n ly  to  m em b e rs  f i r s t h i r e d  b e fo r e  J u ly  1, 2 0 0 6  (se cs . 3 , 6 , a n d  S3 

o f  th e  b i l l ) .

S e c t io n s  10 a n d  11 a m e n d  A S  1 4 .2 5 .0 7 0  f o r  T R S , a n d  se c s . 9 5 a n d  9 6  am e n d  

A S  3 9 .3 5 .2 7 0  f o r  P E R S , re g a rd in g  th e  e m p lo y e r c o n t r ib u t io n  ra te  to  f in a n c e  b e n e f i ts  

u n d e r th e  d e f in e d  b e n e f i t p la n . E m p lo y e r c o n t r ib u t io n  ra te s a re a p p l ie d  " a g a in s t th e s um  

to ta l o f  th e  b a se s a la r ie s  p a id  to  m e m b e rs " f o r  T R S  (s e c . 1 0 ) a n d  " t o  th e  to ta l

( fo o tn o te  2  c o n tin u e d )

A S  14 .2 5 .0 2 2 and A S 3 9 .3 5 .0 4 2 (re g u la t io n s ) ; p ro po se d n ew  A S  14 .2 5 .0 0 6 and A S  39 .3 5 .0 0 6 

re p la c e repea led p ro v is io n s  o f A S  14 .25 .037 and A S  39 .3 5 .0 4 7 (h e a r in g s /a p p e a ls ) ; p ro p o se d new  
A S  14 .2 5 .0 0 7 and A S  3 9 .3 5 .0 0 7 re p la ce repea led p ro v is io n s  o f  A S  14 .25 . ISO and A S  39 .3 5 .0 8 0 
( in v e s tm e n t m a n a g em e n t/ f id u c ia ry  o f funds ).

In  sec. I o f  the b i l l , p ro p o se d n ew  A S  14 .25 .003 rep la ces repea le d A S 14 .25 .015 (T R S  

a d m in is tra to r ) . D o c um e n ts tha t w e ha ve re v ie w e d re g a rd in g  SB 141 do n o t re ve a l w h y  the b i l l 

does n o t repea l A S  39 .3 5 .0 5 0 , w h ic h  p ro v id e s fo r th e c om m is s io n e r to a p p o in t an a dm in is tra to r 
o f  PER S and the s u p p lem e n ta l b e n e fits system (S B S ). B ecause sec. 72 , adds a p roposed new  
A S  39 .3 0 .1 5 1 p ro v id in g  fo r the SBS a dm in is tra to r , and sec. S I adds a p ro po se d new  

.AS 3 9 .3 5 .0 0 3 p ro v id in g  fo r the PERS a dm in is tra to r , .AS 3 9 .3 5 .0 5 0 appears to be unnecessa ry .

T h e  d if fe r e n t ia t io n  b e tw een p la n s w i th in  th e sys tem s re q u ire s th e change o f  o v e r 120 

re fe re n ce s to "s y s tem " in  the TR S  and PERS s ta tu te s in to  re fe ren ce s to "p la n " (sec. 144 (c )) .

B e cause the TR.S sta tu tes are n o t c u r re n t ly  d iv id e d  in to  a r t ic le s , th e b i l l 's  c re a tio n  o f  the 

new  a r t ic le  s tru c tu re  fo r TR S is n o t p ro b le m a t ic . T h e  b i l l 's  in s e r t io n  o f  new  a rtic le s in to  tire 
PERS s ta tu te s , w h ic h  are a lre a d y d iv id e d  am ong e ig h t a r tic le s , re su lts in  som e c o n fu s io n , w h ic h  

p re s um a b ly  the re v is o r o f  sta tu tes w i l l dea l w ith  in  in s tru c t io n s to th e p u b lis h e r .
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c o m p e n s a t io n  p a id  to  th e  a c t iv e  em p lo y e e s  o f  th e  e m p lo y e r "  f o r  P E R S  (s e c . 9 5 ) . 5 U n d e r 

secs . 11 a n d  9 6 , th e  e m p lo y e r c o n t r ib u t io n  ra te s "m a y  n o t b e le s s th a n  th e  ra te  

r e q u i r e d . . .  to f u l l y  f u n d  th e  a c tu a r ia l ly  c a lc u la te d  b e n e f i t s  e x p e c te d  to  b e  e a rn e d  b y  

a c t iv e  m em b e rs  d u r in g  a f is c a l y e a r . " T h is  is s o m e t im e s  re fe r r e d  to  as th e  " n o rm a l c o s t 

r a te . " 5

A  n u m b e r o f  s e c t io n s  o f  th e b i l l a m e n d  o r re p e a l p r o v is io n s  o f  P E R S  a n d  T R S  

s ta tu te s  th a t a l lo w  fo rm e r m e m b e rs  to re in s ta te  s e rv ic e  c r e d i t u p o n  re e m p lo y m e n t b y  

P E R S /T R S  e m p lo y e rs  (se c s . 1 2 , 13, 15 , 16 , 2 1 , 89 -  9 4 , 1 0 7 , 1 1 3 , a n d 1 3 3 ) .7 F o rm e r 

m em b e rs  a re in d iv id u a ls  w h o  h a v e  te rm in a te d  e m p lo y m e n t w i t h  P E R S  o r T R S  e m p lo y e ^  

a n d  h a v e  c a s h e d o u t th e i r  c o n t r ib u t io n  a c c o u n ts . T h e  am e n dm e n ts  a re e f f e c t iv e  

J u n e  3 0 , 2 0 1 0 , th u s  g iv in g  fo rm e r m e m b e rs  f i v e  y e a rs to  o b ta in  re e m p lo y m e n t w i t h  a 

T R S /P E R S  e m p lo y e r a n d re in s ta te  p a s t s e rv ic e  u n d e r th e c u r r e n t la w  (s e c . 1 4 9 ) .

T h e  b i l l am e n d s th e  p r o v is io n s  o f  T R S  s ta tu te  A S  1 4 .2 5 .1 4 3 (a ) in  e f f e c t b e fo re  

J u ly  1, 1 9 9 0 (s e c s . IS  a n d  19 o f  th e  b i l l ) ,  a n d P E R S  s ta tu te  A S  3 9 .3 5 .4 7 5 (a ) in  e f f e c t 

b e fo r e  J u ly  1, 19S7 (se c . 112 o f  th e b i l l ) ,  th a t p r o v id e d  f o r  a d  h o c p o s t r e t i r e m e n t p e n s io n  

a d ju s tm e n ts  (P R P A ) i f  th e  f in a n c ia l c o n d i t io n  o f  th e fu n d s  p e rm i t t e d .5 T h e  a m e n d m e n ts  

p r o v id e  th a t th e  f in a n c ia l c o n d i t io n  o f  th e  fu n d s  w i l l  o n ly  p e rm i t g r a n t in g  o f  a P R P A  

u n d e r fo rm e r la w  i f  " th e  ra t io  o f  to ta l fu n d  asse ts to  th e  a c c ru e d  l i a b i l i t y  m e e ts o r  e x c e e d s 

105 p e r c e n t . "

S e c t io n  2 2 a n d  11 6 o f  th e  b i l l  re p e a l a n d re e n a c t T R S  s ta tu te  A S  1 4 .2 5 .1 6 8 (a ) a n d 

P E R S  s ta tu te  A S  3 9 .3 5 .5 3 5 (a ) , to  l im i t  re t i r e e  m a jo r  m e d ic a l c o v e ra g e  f o r  d e p e n d e n ts  o f  

s u r v iv o r s  o f  d e ce a s e d re t ir e e s . A s  re p e a le d  a n d  re e n a c te d , th e s ta tu te s  p r o v id e  th a t 

d e p e n d e n ts  o f  s u r v iv o r s  o f  re t ir e e s  w i l l  be c o v e r e d  o n ly  i f  th e  d e p e n d e n ts  w e re

Based on the d e f in it io n s  o f  "m em b e r" in  A S  1 4 .2 5 .2 2 0 (4 2 ) fo r the TR S d e fin e d  b e n e fit 

p la n , as am ended in sec. 33 and as changed b y sec. 144 (c ), and th e d e f in it io n  o f  "em p lo y e e " in 

A S  3 9 .3 5 .6 8 0 (2 1 ) fo r the PERS d e fin e d b e n e f if p la n , as am ended b y  sec. 119 and as changed b y  
sec 14 4 (c ), the em p lo y e r c o n t r ib u t io n  ra tes w i l l  be a p p lie d  o n ly  to d ie base sa la rie s and to ta l 

c om p e n s a tio n  p a id  to m em be rs o f  the T R S  and PER S d e fin e d  b e n e f it p la n s un de r A S  14 .2 5 .0 7 0 
and A S  39 .3 5 .2 7 0 .

W e no te tha t the new  s ta tu to ry  re q u irem e n t fo r PERS em p lo y e r c o n tr ib u t io n s  supe rcedes

2 A A .C  3 5 .9 0 0 , w h ic h  caps changes in PERS em p lo y e r c o n t r ib u t io n  ra tes at f iv e  p e rce n ta ge

p o in ts .

A S  39 .3 5 .3 7 5 is a n o ta b le  e x c e p tio n  to th e re pea l o f  s ta tu tes th a t p ro v id e  fo r

re in s ta tem e n t o f  se rv ic e c re d it. T h a t s ta tu te a llo w s an a c tiv e  PERS m em be r w h o has n e ve r

ve s te d in TR S  o r PERS and w ho has cashed o u t TR S  se rv ic e  to re in s ta te th e TR S se rv ic e c re d it
to e s ta b lis h e n tit le m e n t to a "p u b lic  se rv ic e b e n e f it . "

8 In  a 1990 m em o ra n d um  o f a d v ic e , w e e x p la in e d  tha t, u n d e r art. X U , sec. 7, o f  th e A la s k a  

C o n s t i tu t io n  th e ad h o c P R P A  rem a in s v ia b le  fo r m em be rs h ire d  b e fo re  d ie e ffe c t iv e  d a te o f  the 

am endm en ts th a t crea ted the a u tom a tic P R P A . 1990 In f . O p . A t t 'y  G en .; 6 6 3 -9 0 -0 2 0 6 (Jan . 19).
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d e p e n d e n ts  o f  th e  re t ir e e . S p o u s e s a n d  d e p e n d e n ts th a t s u r v iv o r s  o b ta in  a f te r th e d e a th  o f  

th e  re t ir e e , w h o  h a d  n o  d e p e n d e n t r e la t io n s h ip  w i t h  th e  d e c e a s e d  re t i r e e , w i l l  n o t b e 

e n t i t le d  to  re t ir e e  m a jo r m e d ic a l c o v e ra g e . T h e s e  p r o v is io n s  ta k e  e f f e c t J a n u a ry  1, 2 0 0 6 , 

u n d e r sec . 147 .

T h e  b i l l  c h a n g e s th e  s t ru c tu re  o f  th e  b o a rd s  f o r  T R S  a n d  P E R S . U n d e r c u r r e n t 

s ta tu te s , th e P E R B  c o n s is ts  o f  th re e  p u b l ic  b o a rd  m e m b e rs  a p p o in te d  b y  th e  g o v e rn o r , 

tw o  b o a rd  m em b e rs  e le c te d  b y  m em b e rs  o f  th e r e t i r e m e n t s y s te m , a n d tw o  p h y s ic ia n s  

a p p j in t e d  b y  th e  g o v e rn o r . T h e  p h y s ic ia n s  a re m e m b e rs  o f  th e b o a rd  o n ly  f o r  th e  

p u rp o s e  o f  p a r t ic ip a t in g  in  th e h e a r in g  o f  a p p e a ls  to  d e te rm in e  m e d ic a l e l i g i b i l i t y  f o r  

d is a b i l i t y  b e n e f i ts . A S  3 9 .3 5 .0 3 0 , re p e a le d  b y  sec . 132 . T h e  T R B  c u r r e n t ly  c o n s is ts  o f  

f iv e  p u b l ic  b o a rd  m em b e rs  a p p o in te d  b y  th e  g o v e r n o r a n d  tw o  p h y s ic ia n  b o a rd  m em b e rs  

a p p o in te d  b y  th e  g o v e rn o r . A s  w i t h  th e  P E R B , th e s o le  f u n c t io n  o f  th e  p h y s ic ia n s  on th e 

T R B  is to  p a r t ic ip a te  in  th e  h e a r in g  o f  a p p e a ls  to  d e te rm in e  m e d ic a l e l i g i b i l i t y  f o r  

d is a b i l i t y  b e n e f i ts . A S  1 4 .2 5 .0 3 5 , re p e a le d  b y  sec , 132 . A S P IB  is th e  c u r r e n t ly  f id u c ia r y  

o f  th e  P E R S  and T R S  fu n d s , re s p o n s ib le  f o r  m a n a g in g  th e  fu n d s ' in v e s tm e n ts . 

A S  1 4 .2 5 .1 8 0  a n d  A S  3 9 .3 5 .0 8 0 , re p e a le d  b y  sec . 132 . T w o  o f  .the e ig h t A S P IB  b o a rd  

m em b e rs  ( t r u s te e s ) a re e le c te d  b y  th e  T R S  m e m b e rs h ip  a n d  tw o  a re e le c te d  b y  th e  P E R S  

m e m b e rs h ip . A S  3 7 .1 0 .2 1 0 , re p e a le d  a n d  re e n a c te d  b y  se c . 5 8 .

T h e  b i l l re p la c e s A S P IB , th e T R B , a n d  th e  P E R B  w i t h  th e  n e w ly  e s ta b lis h e d  

A R M B . S e c t io n s  5S -  6 4 o f  th e b i l l  am e n d , o r  re p e a l a n d  re e n a c t , s ta tu te s p r o v id in g  fo r  

th e c u r r e n t A S P IB , e s ta b l is h in g  a n d  s e t t in g  o u t th e  p o w e r s , d u t ie s , a n d  c o m p e n s a t io n  o f  

tru s te e s o f  th e  A R M B . 9 A S  3 7 .1 0 .2 1 0  is re p e a le d  a n d  re e n a c te d  b y  sec. 58 to  e s ta b lis h  

th e p r im a r y  m is s io n , c o m p o s it io n , a n d  te rm s o f  m em b e rs  o f  th e  n e w  .A R M B . T h e  n e w  

b o a rd  w i l l  c o n s is t o f  n in e  tru s te e s , in c lu d in g  th e  c o m m is s io n e r s  o f  a d m in is t r a t io n  and 

re v e n u e . S e v e n tru s te e s a p p o in te d  b y  th e  g o v e r n o r m u s t m e e t e l i g i b i l i t y  re q u ire m e n ts  fo r 

an A la s k a  p e rm a n e n t fu n d  d iv id e n d , an d h a v e  re c o g n iz e d  c o m p e te n c e  in  f ie ld s  s p e c i f ie d  

in th e  s ta tu te . "R e c o g n iz e d  c o m p e te n c e " is  d e f in e d  in  A S  3 7 .1 0 .3 9 0 , as am e n d e d  b y  

sec . 6 4  o f  th e b i l l ,  to m e a n "a  m in im u m  o f  10 y e a rs ' p r o fe s s io n a l e x p e r ie n c e  w o r k in g  o r 

te a c h in g  in  th e  f ie ld  o f  in v e s tm e n t m a n a g e m e n t , f in a n c e , b a n k in g , e c o n o m ic s , 

a c c o u n t in g , p e n s io n  a d m in is t r a t io n , o r a c tu a r ia l a n a ly s is . " T w o  tru s te e s a p p o in te d  b y  th e

In  a d d it io n , sec, 1 (p ropo sed n ew  A S  14 .2 5 .0 0 7 ), sec. S I (p ro po sed new A S 3 9 .3 5 .0 0 7 ) , 

sec. 50 (am e n d in g  A S  2 2 .2 5 .0 4 8 (c ) ) , sec. 53 (am e n d in g A S  2 6 .0 5 .2 2 8 (c ) ) , and sec. 78 

(am en d in g A S  3 9 .3 0 .1 7 5 (a ) ) e s ta b lis h the A R M B  as the f id u c ia r y  o f  the TR S , PERS , J u d ic ia l 
R e tirem e n t S ys tem , and m i l i t a r y  re tirem e n t tru s t fu n d s and SBS re ce ip ts . O th e r sta tu tes th a t are 

am ended to su b s titu te  th e .A R M B  fo r A S P IB  in c lu d e  secs. 1 2 3 -1 2 4 (P u b lic  Em p lo ye e s ' D e fe rre d 

C om p e n sa tio n P ro g ram ); sec. 127 (p u b lic  o f f ic ia l f in a n c ia l d is c lo s u re ) ; secs. 128 - 130 

(D e p a r tm e n t o f  R evenue d u tie s and fin a n c ia l d is c lo s u re ) . S e c t io n  145 d ire c ts the re v is o r o f 

s ta tu te s and the re g u la t io n s a tto rn e y to im p le m e n t sec. 143 , w h ic h  p ro v id e s tha t re fe rences to the 
T R B , P E R B , and A S P IB  in  the .A laska S ta tu tes and the A la  xa A d m in is t r a t iv e  C ode "s h a ll be 
read as 'A la s k a  R e tirem e n t M a n a g em e n t B o a rd ' w h e n to do so w o u ld  be con s is te n t w ith  the 
changes m ade b y th is A c t . "
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g o v e rn o r m u s t b e m em b e rs  o f  th e  g e n e ra l p u b l ic , w h o  m a y  n o t h o ld  a n y  o th e r s ta te 

o f f i c e , p o s i t io n  o r e m p lo y m e n t a n d  m a y  n o t b e  m em b e rs  o r  b e n e f ic ia r ie s  o f  a  re t i r e m e n t 

s y s te m  m a n a g e d  b y  th e  b o a rd . O n e  tru s te e  m u s t b e e m p lo y e d  as a f in a n c e  o f f i c e r  f o r  a 

p o l i t i c a l s u b d iv is io n  th a t p a r t ic ip a te s  in  P E R S  o r  T R S . T w o  tru s te e s  m u s t b e  m e m b e rs  o f  

P E R S , s e le c te d  f r o m  a l i s t  o f  fo u r n o m in e e s  s u b m it t e d  b y  P E R S  b a r g a in in g  u n it s . T w o  

tru s te e s m u s t be m em b e rs  o f  T R S , s e le c te d  f r o m  a l i s t  o f  fo u r  n o m in e e s  s u b m i t t e d  b y  

T R S  b a r g a in in g  u n its . T h e  l is ts  o f  n o m in e e s  to b e s u b m i t t e d  b y  P E R S  a n d T R S  

b a r g a in in g  u n its  m u s t b e  s u b m it te d  w i t h in  th e  t im e  p e r io d  s e t o u t in  re g u la t io n s  to  be 

a d o p te d  u n d e r A S  3 7 .1 0 .2 4 0 (a ) .

T h e  te rm s o f  T R B  an d P E R B  m em b e rs  w i l l  e x p ir e  o n  J u ly  1, 2 0 0 5  (s e c s . 1 3 6 , 146 ,

a n d 1 5 1 ) . '0 U n d e r secs . 137 a n d 1 3 8 , th e  te rm s  o f  m e m b e rs  o f  A S P IB  w i l l  e x p ir e  o n

S e p te m b e r 3 0 , 2 0 0 5 , a n d  A S P IB  m a y  c o n t in u e  to  e x e rc is e  p o w e rs  a n d  d u t ie s  a s s ig n e d  to

A R M B  u n d e r th e  b i l l  u n t i l th a t d a te .11 G e n e ra l t r a n s i t io n  p r o v is io n s  in  sec . 1 3 9  in c lu d e  a

p r o v is io n  th a t " [ l i j e a r in g s  a n d  o th e r p r o c e e d in g s  p e n d in g  u n d e r a la w  am e n d e d  o r

re p e a le d  b y  th is  A c t  o r in  c o n n e c t io n  w i t h  fu n c t io n s  t r a n s fe r r e d  b y  th is  A c t c o n t in u e  in

e f f e c t and m a y  b e  c o n t in u e d  an d c o m p le te d  n o tw i t h s ta n d in g  a t r a n s fe r o r a m e n d m e n t o r
• t ̂

re p e a l p r o v id e d  b y  th is  A c t "  ‘

S e c tio n s 136 and 13 7 o n ly  s p e c if ic a l ly  re fe r to  e x p ira t io n  o f  th e te rm s o f  a p p o in te d  bo a rd 
m em be rs . B o th  the P ER B and A S P IB  in c lu d e  e le c te d b o a rd m em be rs . T he fa ilu re  to m e n t io n  

te rm s o f  e le c ted m em be rs is an o v e rs ig h t w ith o u t lega l s ig n if ic a n c e . W ith  th e repea l o f  
A S  3 9 .3 5 .0 3 0 (P u b lic  Em p lo ye e s R e tire m e n t B o a rd ) and 3 9 .3 5 .0 4 0 (p ow e rs and d u tie s o f  tire 

bo a rd ) b y  sec. 134 o f  the b i l l and th e re a s s ig nm en t o f  b o a rd fu n c t io n s  to o th e r o f f ic ia ls  and 
e n tit ie s u n d e r o th e r sec tio n s o f  the b i l l , i t is c le a r th a t, e f fe c t iv e  J i . lv  1, 2005 , the re w i l l  be no 

P E R B , and no PER B fu n c t io n s fo r m em be rs to p e r fo rm . W ith  the tra n s fe r o f  A S P IB  fu n c t io n s  to 

the n e w  A R M B  e ffe c t iv e  S ep tem be r 30 , 2005 , the re w i l l be no A S P IB  o r fu n c t io n s fo r A S P IB  

m em be rs to p e r fo rm  a fte r th a t da te .

L a ngua ge in the tra n s it io n  p ro v is io n  o f  sec. 138 th a t A S P IB  m a y  "c o n t in u e " to exe rc ise 

pow e rs and du tie s re su lts in  an a m b ig u ity  as to w h e th e r th e le g is la tu re  in te n d e d .\S P LB  to p ic k  

up n ew  du tie s o r T R B  and P E R B du tie s ass igned to A R M B  b y  th e b i l l in  the in te r im  p e r io d . W e 
have n o t lo ca ted le g is la t iv e  h is to ry  th a t re so lve s th is a m b ig u ity . T h e d e la y in  tra n s it io n  o f  du tie s 

to the A M R B  was re ques te d b y ‘ he D e p a r tm e n t o f  R evenu e . S ta f f m em be rs w ith  w h o m  w e ha ve 

co n s u lte d have sta ted tha t, in  re q u e s tin g the de la y , it w a s th e D e p a r tm e n t o f  R evenue 's in te n t tha t 

A S P IB  w o u ld  be ab le to p e r fo rm  a ll necessa ry du tie s o f  the A R M B  d u r in g  the tra n s it io n  p e r io d .

R e g a rd in g appea ls p e n d in g  b e fo re  the T R B  an d P E R B , s in c e th e boa rd s w i l l n o lo n g e r 

e x is t and s in ce a u th o r ity  o v e r appea ls tra n s fe rs to the O A H  as o f  J u ly  1, 2005 , w e  in te rp re t th is 

p ro v is io n  as p re s e rv in g  the r ig h ts o f  ap pe lla n ts b y  c o n t in u in g  the appea ls fo r c o m p le t io n  b e fo re  

the O A H .
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T h e  b i l l adds a p p e a ls  o f  m o s t d e c is io n s  o f  th e T R S  a n d P E R S  a d m in is t r a to r to  the 

ju r i s d i c t i o n  o f  th e  O A H , 13 a n d  tra n s fe rs  m o s t o f  th e  r e g u la t io n  a d o p t io n  a u th o r i t y  o f  th e 

T R B  a n d P E R B  to  the c o m m is s io n e r o f  a d m in is t r a t io n .14

S e c t io n  2S o f  th e  b i l l am e n d s A S  1 4 .2 5 .2 1 0 (a ) , w h ic h  p r o v id e s  f o r  p e n a lt ie s  w h e n  

a p e rs o n  k n o w in g ly  m a k e s a fa ls e  s ta te m e n t o r fa ls i f ie s  o r  p e rm i ts  to  be fa ls i f ie d  a n y 

re c o rd  o f  th e  o f  th e T R S  d e f in e d  b e n e f i t p la n  in  an a t te m p t to  d e f r a u d  th e p la n . T h e  

p e n a l t y  o f  fo r f e i t u r e  o f  a l l r ig h ts  u n d e r A S  1 4 .2 5  is re m o v e d . T h e  P E R S  s ta tu te s d o  n o t 

in c lu d e  th e  fo r f e i t u r e  p e n a l t y  f o r  f r a u d u le n t b e h a v io r . F a ls e s ta te m e n ts  re m a in  a c la s s A  

m is d e m e a n o r u n d e r A S  1 4 .2 5 .2 1 0 (a ) .

S e c t io n s  3 6  - 4 9  am e n d  s ta tu te s p e r ta in in g  to  th e  U n iv e r s i t y  o f  A la s k a . S e c t io n s  

3 6  a n d  3 7  re p la c e  re fe re n c e s  to  A S P IB  w i t h  re fe re n c e s  to  th e  A R M B  in  d e s c r ib in g  th e 

p o w e r a n d  o b l ig a t io n s  o f  ih e U n iv e r s i t y  o f  A la s k a  B o a r d  o f  R e g e n ts . S e c t io n s  3 8 - 4 9  

a m e n d  s ta tu te s  th a t p r o v id e  f o r  th e o p t io n a l u n iv e r s i t y  re t i r e m e n t p r o g r a m , a l lo w in g  th e 

U n iv e r s i t y  o f  A la s k a  to  o f f e r  n e w  o p t io n a l r e t i r e m e n t p ro g ra m s to  n e w  em p lo y e e s  a n d  to

13 Sec. 1, p roposed n ew  A S  14 .25 .006 ; sec. 81, p ro p o s e d new A S  39 .3 5 .0 0 6 .

U n d e r cu rre n t .AS 14 .25 .173 and A S  14 .25 .17 5 , de c is io n s o f  the a dm in is tra to r re g a rd in g 
a d ju s tm e n ts o f  re tire d  teache rs ' b e n e fits m a y be appea led to the T R B . R a th e r th a n d ire c t ly  

tra n s fe r the appea l a u th o r i ty  to th e O A H , secs. 23 - 25 o f  the b i l l e s ta b lis h a new  p ro ce d u re 

re q u ir in g  th e m em be r to f i le  a " re q u e s t" w ith  the c om m is s io n e r o f  a dm in is tra t io n . U n d e r secs. 

26 and 27 o f  the b i l l a ru lin g  b y the c om m is s io n e r o f  a d m in is tra t io n  d e n y in g a reques ted w a iv e r 

un de r A S  14 .25 .175 m ay be appea led to the O A H , and O A H  a lso takes on th e T R B ’s fo rm e r 

a u th o r i ty  to im pose e q u ita b le  c o n d it io n s fo r a w a iv e r u n d e r A S  1 4 .2 5 .175 (d ).

F o r appea ls fro m  den ia ls o f  w a iv e rs o f  a d ju s tm e n t un de r PER S , secs. 114 and 115 am end 
A S  3 9 .3 5 .5 2 0 (c ) and A S  39 .3 5 .5 2 2 (a ) to es tab lish a new  p ro cedu re re q u ir in g  the m em be r to f i le  

a "re q u e s t" w ith  the c om m is s io n e r o f  a dm in is tra t io n . U n lik e  the am endm en ts to  tire TR S 
s ta tu te s , the am endm en ts to the PERS sta tu tes cto n o t p ro v id e  fo r appea l o f  the com m is s io n e r 's 
de c is io n s to the O A H . T h e b i l l uses the d e v ic e o f  an am endm en t to the u n c o d if ie d  la w  in 

sec. 144 (d ) o f  the b i l l to in s tru c t the re v is o r o f  s ta tu te s to change re fe ren ces to the "b o a rd " in 

A S  3 9 .3 5 .5 2 2 (a ) , 3 9 .3 5 .5 2 2 (b ) , and 3 9 .3 5 .5 2 2 (d ) in to  re fe rences to the "c o m m is s io n e r ," th e re b y 

g iv in g  the c om m is s io n e r o f  a dm in is tra t io n  f in a l a d m in is tra t iv e  a u th o r ity  - in c lu d in g  a u th o r i ty  to 

im p o se e q u ita b le  c o n d it io n s  fo r a w a iv e r - re g a rd in g  appea ls fro m  de n ia ls o f w a iv e rs  o f 

a d ju s tm e n t.

S e c t io n  1, p roposed new A S  14 .2 5 .0 0 3 (b ) ; sec. 81, p ro po se d new A S  3 9 .3 5 .0 0 3 (b ) . N o t 
a ll re g u la t io n  adop tio n a u th o r i ty  o f  tire T R B  and P E R B  is tra n s fe rre d to the c om m is s io n e r o f  
a d m in is tra t io n . Sec tio n 29 (am en d in g A S  1 4 .2 5 ,2 2 0 (2 ) ) g iv e s A R M B  a u th o r i ty  p re v io u s ly  g iv e n 

to the T R B , and sec. 117 (am e n d in g A S  3 9 .3 5 .6 8 0 (2 ) ) g iv e s A R M B  a u th o r ity  p re v io u s ly  g iv e n 

to the P E R B  to adop t re g u la tio n s s p e c ify in g  assum p tio n s , fa c to rs , and m e th od s fo r d e te rm in in g  

a c tu a r ia l a d ju s tm e n ts u n d e r TR S and PERS . S e c tio n s 7S (am e n d in g A S  3 9 .3 0 .1 6 0 (a ) ) and 79 

(am e n d in g  A S  39 .3 0 .1 8 0 to  d e fin e "b o a rd " as m e a n in g  the .A R M B ) g iv e  the .A R M B  a u th o r ity  

p re v io u s ly  g iv e n  to the P E R B  to adop t re g u la tio n s fo r SBS .
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a n e m p lo y e e  w h o  e le c te d  n o t to  p a r t ic ip a te  in  a d i f f e r e n t o p t io n a l u n iv e r s i t y  r e t i r e m e n t 

p r o g r a m .

S e c t io n s  72 - 7 9  a m e n d  s ta tu te s  th a t p r o v id e  f o r  th e  s u p p le m e n ta l b e n e f i ts  s y s tem  

(S B S ) to  s e t o u t th e a u th o r i t y  o f  th e  a d m in is t r a to r a n d  to  s u b s t i tu te  th e  n e w  A R M B  f o r  

th e  P E R B  w i t h  re s p e c t to  r e g u la t io n  a d o p t io n  a u th o r i t y  a n d f o r  th e A S P IB  w i t h  re s p e c t to  

f id u c ia r y  a n d  in v e s tm e n t a u th o r i t y . W e  n o te , th a t in  re p e a l in g  a n d  re e n a c t in g  

A S  3 9 .3 0 .1 5 5 , th e  b i l l  re m o v e s  th e  o n ly  e x is t in g  s ta tu to iy  p r o v is io n  f o r  a d m in is t r a t iv e  

a p p e a ls  o f  d e c is io n s  o f  th e a d m in is t r a to r re g a rd in g  S B S . T h o s e  a p p e a ls  a re  h e a rd  b y  th e 

P E R B  u n d e r th e  c u r r e n t s ta tu te .

S e c t io n s  123 - 125 am e n d  s ta tu te s  th a t p r o v id e  fo r  th e p u b l ic  e m p lo y e e s ’ d e fe r re d  

c o m p e n s a t io n  p r o g ra m  (D C P ) to  s u b s t i tu te  th e  n e w  A R M B  fo r  th e  A S P IB , a n d se c . 132 

re p e a ls  A S  3 9 .4 5 .0 2 5 . W i t h  th e  re p e a l o f  A S  3 9 .4 5 .0 2 5 , th e b i l l  re m o v e s  th e  o n ly  

s ta tu to r y  p r o v is io n  f o r  a d m in is t r a t iv e  a p p e a ls  o f  th e  a d m in is t r a to r re g a rd in g  th e  D C P . 

T h o s e  a p p e a ls  a re h e a rd  b y  th e  P E R B  u n d e r th e  c u r r e n t s ta tu te .

New Defined Contribution Retirement Plans

S e c t io n  3 5  add s a p ro p o s e d  n e w  a r t ic le  3 to  th e  T R S  s ta tu te s  c re a t in g  th e  d e f in e d  

c o n t r ib u t io n  r e t i r e m e n t p la n  f o r  te a c h e rs  w h o  f i r s t  b e c o m e  m em b e rs  o f  T R S  o n  o r a f te r 

J u ly  1, 2 0 0 6 , o r w h o  t ra n s fe r to  th a t p la n  ( A S  1 4 .2 5 .3 1 0  -  1 4 .2 5 .5 9 0 ) . S e c t io n  122 ad d s a 

p r o p o s e d  n e w  a r t ic le  9 to  th e  P E R S  s ta tu te s  c re a t in g  th e  d e f in e d  c o n t r ib u t io n  r e t i r e m e n t 

p la n  f o r  e m p lo y e e s  w h o  f i r s t b e c o m e  m e m b e rs  o f  P E R S  o r a f te r J u ly  1, 2 0 0 6 , o r  w h o  

t r a n s fe r to  th a t p la n  (A S  3 9 .3 5 .7 0 0  - 3 9 .3 5 .9 9 0 ) .

U n d e r b o th  o f  th e n e w  d e f in e d  c o n t r ib u t io n  re t i r e m e n t p la n s , a m e m b e r m u s t 

c o n t r ib u te  an a m o u n t e q u a l to  e ig h t p e r c e n t o f  th e m e m b e r ’s c o m p e n s a t io n  to  an 

in d iv id u a l a c c o u n t e s ta b lis h e d  f o r  th e  m e m b e r (A S  1 4 .2 5 .3 4 0 , A S  3 9 .3 5 .7 3 0 ) . M e m b e rs  

m a y  e le c t to m a k e  a d d i t io n a l c o n t r ib u t io n s  to  d ie  in d iv id u a l c o n t r ib u t io n  a c c o u n t , s u b je c t 

to  l im i t a t i o n s  on c o n t r ib u t io n s  u n d e r A S  1 4 .2 5 .3 8 0  a n d A S  3 9 .3 5 .7 8 0 .13

A  T R S  m em b e r 's  e m p lo y e r m u s t c o n t r ib u te  to  th e  in d iv id u a l a c c o u n t an a m o v  -t 

e q u a l to  s e v e n  p e rc e n t o f  th e m e m b e r 's  c o m p e n s a t io n  (A S  1 4 .2 5 .3 5 0 ) . A  P E R S  

m e m b e r 's  e m p lo y e r m u s t c o n t r ib u te  to  th e in d iv id u a l a c c o u n t an a m o u n t e q u a l to  f iv e  

p e rc e n t o f  th e m em b e r 's  c o m p e n s a t io n  (A S  3 9 .3 5 .7 5 0 ) . B o d i T R S  a n d  P E R S  e m p lo y e r s  

m u s t m a k e  c o n t r ib u t io n s  ro d ie  g r o u p  h e a lth  a n d  l i f e  b e n e f i ts  fu n d  in  th e  a m o u n t c e r t i f i e d  

b y  th e  A R M B  to  fu n d  re t ir e e  m a jo r m e d ic a l in s u ra n c e  u n d e r th e  p la n . F o r f is c a l y e a r 

2 0 0 7 , th e e m p lo y e r c o n t r ib u t io n  f o r  re t ir e e  m a jo r m e d ic a l in s u ra n c e  is 1 .7 5 p e rc e n t o f

B ecause a v o lu n ta ry  c o n tr ib u t io n  in c lu d e s the o p t io n  tha t the m em b e r m a y choo se to take 

d ie m o n e y  in cash, un d e r In te rn a l R e ve n u e S e rv ic e  re venue ru lin g s , the a d d it io n a l c o n tr ib u t io n s  

m a y  n o t be e l ig ib le  fo r p re -ta x d e d u c t io n  u n d e r A S  14 .2 5 .3 4 0 (c ) and A S  3 9 .3 5 .7 3 0 (c ) .
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e a ch m e m b e r ’s c o m p e n s a t io n . E m p lo y e r s  m u s t a ls o  c o n t r ib u te  to  th e  H R A  p la n  

e s ta b lis h e d  b y  sec . 8 0 o f  th e  b i l l .

P E R S  e m p lo y e rs  m u s t m a k e  c o n t r ib u t io n s  to  th e  p la n  in  a n a m o u n t d e te rm in e d  b y 

th e A R M B  to  b e a c tu a r ia l ly  re q u i r e d  to  fu n d  o c c u p a t io n a l d i s a b i l i t y  a n d  o c c u p a t io n a l 

d e a th  b e n e f i ts , w i t h  c o n t r ib u t io n s  f o r  p e a ce o f f ic e r s  a n d f i r e  f ig h te r s  c a lc u la te d  s e p a ra te ly  

f r o m  c o n t r ib u t io n s  f o r  a l l o th e r P E R S  em p lo y e e s . F o r  f is c a l y e a r 2 0 0 7 , P E R S  e m p lo y e r 

c o n t r ib u t io n s  f o r  d is a b i l i t y  a n d d e a th  b e n e f i ts  a re se t a t 0 .4  p e r c e n t o f  c o m p e n s a t io n  fo r 

p e a ce o f f ic e r s  a n d f i r e  f ig h te r s , a n d  0 .3 p e rc e n t o f  c o m p e n s a t io n  f o r  a ll o th e r e m p lo y e e s  

(s e c . 1 3 4 o f  th e  b i l l ) .  T h e  b i l l  d o e s n o t p r o v id e  f o r  f in a n c in g  o f  th e  o c c u p a t io n a l 

d is a b i l i t y  a n d  d e a th  b e n e f i ts  p r o v id e d  u n d e r th e  T R S  d e f in e d  c o n t r ib u t io n  r e t i r e m e n t 

p la n .

M e m b e rs  w h o  h a v e  o th e r e l ig ib le  re t i r e m e n t p la n s  w i l l  h a v e  th e  o p p o r t u n i t y  to 

r o l lo v e r  d is t r ib u t io n s  f r o m  th o s e p la n s  p a id  in to  th e i r  in d iv id u a l a c c o u n ts  (A S  1 4 .2 5 .3 6 0 ; 

A S  3 9 .3 5 .7 6 0 ) . S u c h  r o l lo v e r  c o n t r ib u t io n s  w i l l  n o t c o u n t as p u rc h a s e  o f  m e m b e rs h ip  

s e r v ic e  f o r  p u rp o s e s  o f  d e te rm in in g  ye a rs o f  s e rv ic e .

A  m e m b e r v e s ts im m e d ia te ly  a n d f u l l y  in  th e  m em b e r 's  c o n t r ib u t io n s  a n d  re la te d  

e a rn in g s  (A S  1 4 .2 5 .3 9 0 ; A S  3 9 .3 5 .7 9 0 ) . T h e  m e m b e r w i l l  b e  2 5  p e rc e n t v e s te d  in  

e m p lo y e r c o n t r ib u t io n s  m a d e  f o r  th e  m e m b e r a n d re la te d  e a rn in g s  a f te r tw o  y e a rs o f  

s e rv ic e , 5 0  p e rc e n t v e s te d  a f te r th re e  yea rs o f  s e rv ic e , 7 5 p e rc e n t v e s te d  a f t e r fo u r  y e a rs 

o f  s e rv ic e , a n d  f u l l y  v e s te d  in e m p lo y e r c o n t r ib u t io n s  a n d  re la te d  e a rn in g s  a f t e r f i v e  ye a rs 

o f  s e rv ic e .

T h e  p la n s  p r o v id e  f o r  p a r t ic ip a n t - c o n t r o l le d  in v e s tm e n t o f  th e  in d iv id u a l 

c o n t r ib u t io n  a c c o u n ts , b a se d o n  in v e s tm e n t o p t io n s  p r o v id e d  b y  th e  A R M B  

(A S  1 4 .2 5 .4 0 0 ; A S  3 9 .3 5 .8 0 0 ) . I n d iv id u a l c o n t r ib u t io n  a c c o u n ts  m a y  be d iv id e d  in 

a c c o rd a n c e  w i t h  a q u a l i f ie d  d o m e s t ic  re la t io n s  o rd e r , c re a t in g  s e p a ra te  a c c o u n ts  fo r 

in v e s tm e n t b y  th e  m e m b e r a n d  a lte rn a te  pa ye e . (S e e a ls o  A S  1 4 .2 5 .4 6 0 ; A S  3 9 .3 5 .8 6 0 . )

A  m e m b e r m a y  d e s ig n a te  b e n e f ic ia r ie s  o f  th e  m em b e r 's  in d iv id u a l a c c o u n t b u t th e 

m em b e r 's  s p o u s e  is a u to m a t ic a l ly  th e  b e n e f ic ia r y  f o r  5 0 p e rc e n . o f  th e a c c o u n t u n le s s , 

w i t h  l im i t e d  e x c e p t io n s , th e s p o u s e  c o n s e n ts to  a d i f f e r e n t d e s ig n a t io n  (A S  1 4 .2 5 .4 5 0 ; 

A S  3 9 .3  5 .S 5 0 ). T h e  b i l l  p r o v id e s  f o r  p a ym e n t o f  th e a c c o u n t i f  th e  m e m b e r d ie s  w i t h o u t 

d e s ig n a t in g  b e n e f ic ia r ie s .

A  m e m b e r m a y  e le c t d is t r ib u t io n  o f  th e in d iv id u a l a c c o u n t 6 0  d a y s  a f te r 

te rm in a t io n  o f  e m p lo y m e n t , o r e a r l ie r in  th e  case o f  d e m o n s t ra te d  im m e d ia te  a n d  h e a v y  

h a rd s h ip  (A S  1 4 .2 5 .4 1 0 ; A S  3 9 .3 5 .8 1 0 ) . T h e  p la n s  p r o v id e  a n u m b e r o f  d i f f e r e n t 

p a y m e n t o p t io n s  (A S  1 4 .2 5 .4 2 0 ; A S  3 9 .3 5 .8 2 0 ) . T h e  le g is la tu r e  a p p a re n t ly  in te n d e d  th a t 

th e j o i n t  a n d s u r v iv o r  o p t io n  o f  p a ym e n t m a y  o n ly  be s e le c te d  b y  a m e m b e r , n o t b y  an 

a lte r n a te  p a y e e  o r b e n e f ic ia r y  (A S  1 4 .2 5 .4 2 0 (a ) ( 6 ) ; A S  3 9 .3 5 .8 2 0 (a ) ( 6 ) ) . T h e  b i l l a ls o
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p r o v id e s  f o r  d is t r ib u t io n  re q u ir e m e n ts , to  p re v e n t th e  in d e f in i t e  d e fe r r a l o f  fe d e ra l 

ta x a t io n  o f  am o u n ts  in  th e in d iv id u a l a c c o u n ts  (A S  1 4 .2 5 .4 4 0 , A S  3 9 .3 5 .8 4 0 ) .

M e d ic a l b e n e f i t s  a re a v a i la b le  to an e l ig ib le  m e m b e r w h o  re t ir e s  d i r e c t l y  f r o m  th e 

T R S  o r P E R S  d e f in e d  c o n t r ib u t io n  re t i r e m e n t p la n  (A S  1 4 .2 5 .4 7 0  - 1 4 .2 5 .4 8 0 ; 

A S  3 9 .3 5 .8 7 0  - 3 9 .3 5 .8 8 C ) . T o  re t i r e  f r o m  th e  p la n , th e m e m b e r m u s t h a v e  b e e n an 

a c t iv e  m e m b e r f o r  a t le a s t 12 m o n th s  b e fo re  a p p l ic a t io n  f o r  r e t i r e m e n t a n d  (1 ) h a v e  a t 

le a s t 2 5  ye a rs o f  s e r v ic e  as a p e a ce o f f i c e r  o r f i r e  f ig h t e r  o r  3 0  y e a rs  o f  s e rv ic e  as a 

te a c h e r /o th e r e m p lo y e e , o r (2 ) re a c h  th e  a r e  se t f o r  M e d ic a r e  e l ig ib i icy a n d  h a v e  a t le a s t 

10 yea rs o f  m e m b e rs h ip  se rv ic e . M a jo r  m e d ic a l in s u ra n c e  e le c te d  b y  a re t i r e e  w i l l  c o v e r 

th e  re t ir e e  and th e  re t ir e e 's  s p o u s e  a n d  d e p e n d e n t c h i ld r e n  (A S  1 4 .2 5 .4 S 0 ; A S  3 9 .3 5 .8 8 0 ) . 

M a jo r  m e d ic a l in s u ra n c e  e le c te d  b y  a s u r v iv in g  sp o u se o f  an e l ig ib le  m e m b e r w i l l  c o v e r 

th e  s u r v iv in g  s p o u s e a n d  d e p e n d e n t c h i ld r e n  o f  th e e l ig ib le  m e m b e r w h o  a re d e p e n d e n t 

o n  th e s u r v iv in g  s p o u s e . A n  e l ig ib le  re t ir e e  o r s u r v iv in g  s p o u s e  w h o  is  n o t c o v e re d  b y  

M e d ic a r e  m u s t p a y  th e  f u l l m o n t h ly  g r o u p  p r e m iu m  f o r  c o v e ra g e . A n  e l ig ib le  re t ir e e  o r 

s u r v iv in g  sp o u se w h o  is c o v e re d  b y  M e d ic a r e  m u s t p a y  a p e rc e n ta g e  o f  th e  f u l l m o n th ly  

g ro u p  p re m iu m  f o r  c o v e ra g e  th a t d e c l in e s  as th e  n u m b e r o f  y e a rs  o f  s e r v ic e  in c re a s e s , 

r a n g in g  f r o m  3 0  p e rc e n t o f  th e  p r e m iu m  i f  th e  m e m b e r h a d 10 o r m o re  b u t le s s th a n  15 

y e a rs  o f  s e rv ic e , to  10 p e r c e n t i f  th e  m e m b e r h a d  30 o r m o re  y e a rs o f  s e rv ic e . 

A S  14 .2 5 . 70 (g ) a n d A S  3 9 .3 5 .8 7 0 (g ) p r o v id e  th a t " [ a ] n  e l ig ib le  p e rs o n  m u s t m a k e  th e 

i r r e v o c a b le  e le c t io n  to  p a r t ic ip a te  o r n o t p a r t ic ip a L e  in  th e  re t ir e e  m a jo r m e d ic a l in s u ra n c e  

p la n  b y  re a c h in g  7 0 1 /2  y e a rs o f  ag e , o r u p o n  a p p l ic a t io n  f o r  r e t i r e m e n t b e n e f i ts , 

w h ic h e v e r is  la te r . "  T h e s e  a re th e  o n ly  p r o v is io n s  e s ta b l is h in g  an a p p l ic a t io n  d e a d l in e  

f o r  m e d ic a l b e n e f i t s , w h ic h  in d ic a te s  th a t a p e rs o n  w h o  m e e ts  th e  re q u ir e m e n ts  fo r 

e le c t io n  o f  m e d ic a l b e n e f i ts  u p o n  re t i r e m e n t doe s n o t h a v e  to  e le c t im m e d ia te  c o v e ra g e  

(a n d  p a ym e n t o f  p r e m iu m s ) b u t m a y  d e fe r th e  e le c t io n .

T h e  p la n s p r o v id e  f o r  d e f in e d  o c c u p a t io n a l d is a b i l i t y  b e n e f i t s  f o r  te a c h e rs  a n d 

p u b l ic  em p lo y e e s  (A S  1 4 .2 5 .4 8 5 ; A S  3 9 .3 5 .8 9 0 ) . A  m e m b e r w i l l  b e e n t i t le d  to an 

o c c u p a t io n a l d is a b i l i t y  b e n e f i t i f  th e  m e m b e r te rm in a te s  e m p lo y m e n t b e ca u s e o f  a to ta l 

a n d  a p p a re n t ly  p e rm a n e n t o c c u p a t io n a l d is a b i l i t y  b e fo re  th e  m e m b e r ’s n o rm a l r e t i r e m e n t 

d a te . B o th  th e T R S  an d P E R S  p la n s  in c o rp o ra te  th e P E R S  d e f in e d  b e n e f i t p la n  d e f in i t io n  

o f  "o c c u p a t io n a l d is a b i l i t y "  (A S  3 9 .3 5 .6 8 0 ) . 6 T h e  m o n th ly  a m o u n t o f  th e  o c c u p a t io n a l 

d is a b i l i t y  b e n e f i t w i l l  b e 4 0  p e rc e n t o f  th e  d is a b le d  m e m b e r 's  g ro s s m o n th ly  

c o m p e n s a t io n  a t th e  t im e  o f  te rm in a t io n . T h e  p la n s  d o  n o t p r o v id e  m e d ic a l b e n e f i t s  f o r  

o c c u p a t io n a l ly  d is a b le d  m em b e rs  a n d  th e ir  d e p e n d e n ts .

T h e c u rre n t p ro v is io n s o f  T R S  do n o t d if fe re n t ia te  b e tw e e n o c c u p a t io n a l and no n - 

o c c u p a tio n a l d is a b i l i ty , b u t p ro v id e  a tea che r w h o  has f iv e  o r m o re  yea rs o f  se rv ic e  w ith  a 
d is a b i l i t y  b e n e fit i f  the teache r’s se rv ic e is te rm in a te d b e fo re the teache r's n o rm a l re t ire m e n t da te 
because o f  a pe rm ane n t d is a b i l i ty  (A S  14 .25 .13 0 ).
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W h i le  a m e m b e r is r e c e iv in g  th e  o c c u p a t io n a l d is a b i l i t y  b e n e f i t , th e  e m p lo y e r 

m u s t c o n t in u e  m a k in g  e m p lo y e r c o n t r ib u t io n s  to  th e  T R S  o r P E R S  d e f in e d  c o n t r ib u t io n  

a c c o u n t , h e a lth  re im b u rs e m e n t a c c o u n t , a n d  g ro u p  h e a lth  a n d  l i f e  b e n e f i t s  fu n d  f o r  re t i r e e  

m e d ic a l b e n e f i t s . T h e  e m p lo y e r m u s t ?Jso m a k e  th e  m em b e r 's  c o n t r ib u t io n s  to  th e 

d e fm e d  c o n t r ib u t io n  a c c o u n t . T h e  e m p lo y e r 's  c o n t r ib u t io n s  f o r  a d is a b le d  m e m b e r a re 

b a s e d on th e  m e m b e r 's  g ro s s m o n t h ly  c o m p e n s a t io n  a t th e  t im e  o f  te rm in a t io n  d u e to 

d is a b i l i t y . W h i le  r e c e iv in g  d is a b i l i t y  b e n e f i ts , th e  m e m b e r w i l l  c o n t in u e  to  a c c ru e  

m e m b e rs h ip  s e rv ic e  f o r  p u rp o s e s  o f  e l i g i b i l i t y  f o r  re t i r e m e n t . T h e s e  p r o v is io n s  w i l l  

p r o v id e  im p le m e n ta t io n  c h a lle n g e s  fo r  th e  a d m in is t r a to r . B e c a u s e  a d is a b le d  m e m b e r 

m u s t te rm in a te  e m p lo y m e n t , th e  d is a b le d  m e m b e r w i l l  a r g u a b ly  b e c o m e  e l ig ib le  f o r  

d is t r ib u t io n s  f r o m  th e  c o n t r ib u t io n  a c c o u n t u n d e r A S  1 4 .2 5 .4 1 0  o r A S  3 9 .3 5 .8 1 0 . I t  is 

n o t c le a r h o w  o n g o in g  c o n t r ib u t io n s  b y  th e  e m p lo y e r r e q u ir e d  b y  A S  1 4 .2 5 .4 8 5 (d ) a n d 

A S  3 9 .3 5 .8 9 0 (d ) w i l l be a d m in is te r e d .17

D is a b i l i t y  b e n e f i ts  w i l l  e n d  w h e n  d ie  m e m b e r d ie s , re c o v e rs  f r o m  th e  d is a b i l i t y , 

fa i ls  to m e e t m e d ic a l e x a m in a t io n  o r v o c a t io n a l r e h a b i l i t a t io n /e m p lo y m e n t re q u ire m e n ts , 

re a c h e s n o rm a l r e t i r e m e n t age , o r f i r s t  a t ta in s  e l i g i b i l i t y  f o r  n o rm a l re t ir e m e n t .

A S  1 4 .2 5 .4 8 5 ( c ) a n d  A S  3 9 .3 5 .8 9 0 ( c ) w i l l  p r o v id e  th e  a d m in is t r a t o r w i t h  

in te r p r e t iv e  c h a l le n g e s  i f  th e y  a re n o t c la r i f ie d  b y  le g is la t io n . T h o s e  s u b s e c t io n s  p r o v id e  

th a t , i f  a d is a b le d  m e m b e r b e c o m e s  in e l ig ib le  f o r  d is a b i l i t y  b e n e f i t s  b e fo re  th e  n o rm a l 

r e t i r e m e n t d a te , th e m e m b e r is th e n  e n t i t le d  to  re c e iv e  " r e t i r e m e n t b e n e f i t s "  i f  th e  

m e m b e r w o u ld  h a v e  b e e n e l ig ib le  f o r  th e b e n e f i t h a d e m p lo y m e n t c o n t in u e d  d u r in g  th e 

p e r io d  o f  d is a b i l i t y , a n d  th a t f o r  p u rp o s e s  o f  d e te im in in g  e l i g i b i l i t y  f o r  re t i r e m e n t , th e  

p e r io d  o f  d is a b i l i t y  c o n s t i tu te s  m e m b e rs h ip  s e rv ic e . T h e  re fe re n c e s  to  " r e t i r e m e n t 

b e n e f i t s "  a n d  " e l i g i b i l i t y  fo r  r e t i r e m e n t "  m a y  b e in te n d e d  to  re fe r to  e l i g i b i l i t y  f o r  r e t i ie e  

m e d ic a l b e n e f i t s , s in c e  a m e m b e r m a y  a lr e a d y  e le c t p a y m e n t o p t io n s  re g a rd in g  h is  o r h e r 

c o n t r ib u t io n  a c c o u n t u p o n  te rm in a t io n  o f  e m p lo y m e n t . " N o rm a l r e t i r e m e n t d a te " m a y  be 

in te n d e d  to  r e fe r to  " n o rm a l re t i r e m e n t a g e ," o r i t  m a y  be in te n d e d  to r e fe r to th e  d a te  on 

w h ic h  th e fo rm e r ly  d is a b le d  m e m b e r w o u ld  h a ve b e e n e n t i t le d  to  e le c t m e d ic a l c o v e ra g e  

b a se d  on 3 0  ye a rs ( o r 2 5 y e a rs f o r  p e a c e  o f f ic e r s  an d f i r e  f ig h te r s ) o f  s e rv ic e . T h e s e  

s u b s e c t io n s , a n d o th e r p r o v is io n  o f  th e  b i l l ,  d o  n o t s j : c i f i c a l l y  p r o v id e  th a t p e r io d s  o f  

d is a b i l i t y  a re c o n s id e re d  m e m b e rs h ip  s e rv ic e  f o r  p u rp o s e s  o f  v e s t in g  in  e m p lo y e r 

c o n t r ib u t io n s  to th e c o n t r ib u t io n  a c c o u n t a n d  re la te d  e a rn in g s .

W h e n  a d is a b le d  m em b e r 's  d is a b i l i t y  b e n e f i ts  e n d  b e ca u s e th e m e m b e r b e c o m e s 

e l ig ib le  fo r  n o rm a l re t ir e m e n t , th e  m e m b e r is e n t i t le d  to  e le c t a n n u i t y  o r o th e r p a y - o u t

W e are re se a rch in g the issue o f  w h e th e r the re q u irem e n ts o f  these s ta tu te s tha t an 
em p lo y e r c o n t in u e  to m ake c o n tr ib u t io n s  to an accou n t o f  a fo rm e r em p lo ye e c o m p ly  w i th  
fe d e ra l la w  g o v e rn in g  q u a lif ie d  p lan s .
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o p t io n s  f r o m  th e  m em b e r 's  d e f in e d  c o n t r ib u t io n  a c c o u n t , a n d  m a y  e le c t re t ir e e  m e d ic a l 

b e n e f i t s .18

A  p e a c e o f f i c e r  o r f i r e  f ig h t e r  r e c e iv in g  d is a b i l i t y  b e n e f i t s  w h o  b e c o m e s e l ig ib le  

fo r n o rm a l r e t i r e m e n t has a n a d d i t io n a l o p t io n , to " i r r e v o c a b ly  e le c t to  re c e iv e  re t ir e m e n t 

b e n e f i ts  c a lc u la te d  . . .  as i f  th e  p r o v is io n s  o f  A S  3 9 .3 5 .3 7 0 ( c ) w e re  to  a p p ly ; h o w e v e r , 

re t i r e m e n t b e n e f i ts  p a id  u n d e r th is  p . -a g ra p h m a y  n o t be m a d e f r o m  th e  t r u s t fu n d  o f  th e 

p u b l ic  e m p lo y e e s ’ d e f in e d  b e n e f i t r e t i r e m e n t p la n . "  A S  3 9 .3 5 .3 7 0 ( c ) p ro v id e s  a d e f in e d  

b e n e f i t f o r  p e a c e  o f f ic e r s  a n d  f i r e  f ig h te r s  c a lc u la te d  as " tw o  p e rc e n t o f  a v e ra g e  m o n th ly  

c o m p e n s a t io n  t im e s  th e  y e a rs o f  c r e d ite d  s e rv ic e  th r o u g h  10 y e a rs , p lu s  tw o  a n d  o n e - h a l f 

p e r c e n t o f  th e  a v e ra g e  m o n th ly  c o m p e n s a t io n  t im e s  th e  y e a rs o f  s e r v ic e  o v e r 10 y e a rs ."

T h e s e  p r o v is io n s  ra is e  a n u m b e r o f  im p le m e n ta t io n  is s u e s f o r  th e a d m in is t r a to r . 

S in c e  th e  s ta tu te  d o e s n o t s p e c i f i c a l ly  re q u ir e  th e  m e m b e r to  f o r f e i t  th e  in d iv id u a l 

c o n t r ib u t io n  a c c o u n t u p o n  m a k in g  th e  ir r e v o c a b le  e le c t io n , th e  le g is la tu re  m a y  h a v e  

in te n d e d  th a t th e  b e n e f i t c a lc u la te d  "a s i f '  A S  3 9 .3 5 .3 7 0 ( c ) a p p l ie d  w i l l  b e p a id  f r o m  th e 

d e f in e d  c o n t r ib u t io n  a c c o u n t u n t i l th a t a c c o u n t is e x h a u s te d . 9 B e c a u s e  th e le g is la tu re  

s p e c i f ie d  th a t th e  b e n e f i t w o u ld  n o t b e p a id  o u t o f  th e  P E R S  d e fm e d  b e n e f i t p la n , th e  

le g is la tu re  m a y  h a v e  a n t ic ip a te d  th a t th e d e f in e d  .c o n t r ib u t io n  a c c o u n t w o u ld  n o t be 

s u f f i c ie n t to p a y  th e e le c te d  b e n e f i t , a n d th a t th e  e m p lo y e r w o u ld  h a v e  to  p r o v id e  

f in a n c in g  th r o u g h  c o n t r ib u t io n s  d e te rm in e d  b y  th e  A R M B  to  b e  a c tu a r ia l ly  re q u ire d  

u n d e r A S  3 9 .3 5 .7 5 0 (e ) . T h e re  is n o  p r o v is io n  f o r  a p e a c e  o f f i c e r  o r f i r e  f ig h t e r  w h o  

ch o o s e s th is  o p t io n  s e le c t an o p t io n  th a t v a i l p r o v id e  b e n e f i t s  to  a s u r v iv in g  sp o u se o r 

d e p e n d e n ts  i f  th e  in d iv id u a l c o n t r ib u t io n  a c c o u n t is  e x h a u s te d  w h e n  th e  m e m b e r d ie s .

U p o n  th e  d e a th  o f  a m e m b e r w h o  is r e c e iv in g  o r e n t i t le d  to  re c e iv e  an 

o c c u p a t io n a l d is a b i l i t y  b e n e f i t , a s u r v iv in g  s p o u s e p e n s io n  in  th e  a m o u n t o f  4 0 p e rc e n t o f  

th e m em b e r 's  c o m p e n s a t io n  a t th e  t im e  o f  te rm in a t io n  b e ca u se o f  o c c u p a t io n a l d is a b i l i t y  

w i l l be p a id  to th e  s u r v iv in g  s p o u s e  o f  th e  d e ce a s e d m e m b e r o r , i f  th e re  is  n o  s u r v iv in g  

sp o u se o r th e s u r v iv in g  s p o u s e  la te r d ie s , to  th e d e p e n d e n t c h i ld r e n  o f  d ie  m e m b e r in  

e q u a l p a r ts . T h e re  is n o  p r o v is io n  f o r  th e e m p lo y e r to c o n t in u e  c o n t r ib u t io n s  to the 

in d iv id u a l d e f in e d  c o n t r ib u t io n  a c c o u n t , h e a lth  re im b u r s e m e n t a r ra n g e m e n t p la n , o r 

g ro u p  h e a lth  a n d l i f e  b e n e f i t s  fu n d  f o r  re t ire e  m e d ic a l b e n e f i t s  w h i l e  th e s u r v iv o r  b e n e f i t 

is p a id . T h e  s ta tu te  p r o v id e s  th a t " [ t ] h e  la s t p a y m e n t s h a l l b e m a d e  f o r  th e  la s t m o n th  in 

w h ic h  th e re  is an e l ig ib le  s u r v iv in g  s p o u s e o r c h i ld . "  A p p a r e n t ly , th e  s u r v iv o r  b e n e f i t 

w i l l a ls o  e n d  on th e  d a te th e n o rm a l re t ir e m e n t o f  th e  m e m b e r w o u ld  h a v e  o c c u r r e d  i f  th e

A  d is a b le d m em be r w h o  loses e l ig ib i l i t y  fo r d is a b i l i t y  b e n e fits  f o r  a n y reason m a y e le c t 
an a n n u ity o r o th e r pay-ou t. o p t io n  fro m  the m em b e r ’s d e fin e d c o n t r ib u t io n  accoun t.

I f  the d is a b le d peace o f f ic e r o r f ire m a n  is e l ig ib le  fo r a d is t r ib u t io n s  fro m  the c o n tr ib u t io n  

accoun t u p o n te rm in a t io n  fo r d is a b i l i t y  u n d e r A S  14 .2 5 .4 1 0 o r A S  3 9 .3 5 .S 10, the a cco u n t (a t 
least acc ru a ls b e fo re te rm in a t io n  fo r d is a b i l i ty ) m a y be exha us ted b e fo re  the m em b e r is e lig ib le  

fo r re tirem e n t.
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m e m b e r h a d l iv e d , a t w h ic h  t im e  th e  re t i r e m e n t b e n e f i t w i l l  b e  d e te rm in e d  b a s e d  o n  the 

d e f in e d  b e n e f i t p la n  o p t io n s  a n d  th e  s u r v iv in g  s p o u s e  m a y  e le c t m e d ic a l b e n e f i ts .

T h e  p la n s  a ls o  p r o v id e  f o r  d e fm e d  o c c u p a t io n a l d e a th  b e n e f i ts  f o r  s u r v iv o r s  o f  

te a c h e rs a n d p u b l ic  e m p lo y e e s  (A S  1 4 .2 5 .4 8 7 ; A S  3 9 .3 5 .8 9 2 ) . T h e  o c c u p a t io n a l d e a th  

b e n e f i t w i l l  b e p a id  to  th e  s u r v iv in g  s p o u s e o f  th e d e ce a s e d m e m b e r o r , i f  th e re  is n o 

s u r v iv in g  sp o u s e o r th e s u r v iv in g  s p o u s e  la te r d ie s , to  th e  d e p e n d e n t c h i ld r e n  o f  th e 

m e m b e r in  e q u a l p a r ts . T h e  a m o u n t o f  th e  b e n e f i t is  4 0  p e r c e n t o f  th e  m em b e r 's  m o n th ly  

c o m p e n s a t io n  in  th e m o n th  in  w h ic h  th e  m e m b e r d ie s f o r  s u r v iv o r s  o f  te a c h e rs  a n d  p u b l ic  

em p lo y e e s  o th e r th a n  p e a ce o f f ic e r s  a n d  f i r e  f ig h te r s . T h e  o c c u p a t io n a l d e a th  b e n e f i t fo r 

th e  s u r v iv o r s  o f  p e a c e  o f f ic e r s  a n d f i r e  f ig h te r s  is 5 0 p e rc e n t o f  th e  m em b e r 's  m o n th ly  

c o m p e n s a t io n  in  th e m o n th  in  w h ic h  th e  m e m b e r d ie s . T h e  p la n s  d o  n o t p r o v id e  m e d ic a l 

b e n e f i t s  f o r  s u r v iv o r s  r e c e iv in g  o c c u p a t io n a l d e a th  b e n e f i t s .

W h i le  a s u r v iv o r 's  p e n s io n  is b e in g  p a id , th e  e m p lo y e r m u s t c o n t in u e  m a k in g  

e m p lo y e r c o n t r ib u t io n s  to  th e T R S  o r P E R S  d e f in e d  c o n t r ib u t io n  a c c o u n t , h e a lth  

re im b u r s e m e n t a c c o u n t , a n d  g r o u p  h e a lth  a n d l i f e  b e n e f i t s  fu n d  f o r  re t ir e e  m e d ic a l 

b e n e f i t s . A s  w i t h  th e  c o n t in u in g  e m p lo y e r c o n t r ib u t io n s  f o r  d is a b i l i t y  re c ip ie n ts , th is  

p r o v is io n  w i l l  p r o v id e  th e a d m in is t r a to r w i t h  im p le m e n ta t io n  c h a lle n g e s , s in c e  th e 

s u r v iv o r  m a y  b e c o m e  e l ig ib le  f o r  d is t r ib u t io n s  f r o m  th e  c o n t r ib u t io n  a c c o u n t u n d e r 

A S  1 4 .2 5 .4 1 0 (c ) o r A S  3 9 .3 5 .8 1 0 ( c ) . I t  is n o t c le a r h o w  o n g o in g  c o n t r ib u t io n s  b y ' t h e  

e m p lo y e r re q u ire d  b y  A S  1 4 .2 5 .4 8 7 (c ) a n d  A S  3 9 .3 5 .8 9 2 ( c ) w i l l be a d m in is te r e d .20

T h e  p a y m e n t o f  a s u r v i v o r ’ s b e n e f i t e n d s in th e  m o . ’ th  in  w h ic h  th e  m e m b e r w o u ld  

h a v e  f i r s t  q u a l i f ie d  f o r  re t i r e m e n t , a t w h ic h  t im e  d ie  r e t i r e m e n t b e n e f i t w i l l  b e  d e te rm in e d  

b a se d o n  th e d e f in e d  b e n e f i t p la n  o p t io n s  a n d  th e  s u r v iv in g  s p o u s e m a y  e le c t m e d ic a l 

b e n e f i ts . W e  n o te  th a t , u n l ik e  p r o v is io n s  fo r  p a ym e n t o f  s u r v i v o r  b e n e f i t s  a f te r th e  d e a th 

o f  a m e m b e r w h o  w a s r e c e iv in g  o r e n t i t le d  to  re c e iv e  o c c u p a t io n a l d is a b i l i t y  b e n e f i ts , th e 

o c c u p a t io n a l d e a th  b e n e f i t s ta tu te s d o  n o t p r o v id e  f o r  b e n e f i t s  p a id  to  a p e rs o n  w h o  is a 

d e p e n d e n t c h i ld  to e n d  w h e n  th e  p e rs o n  n o lo n g e r is e l ig ib le  as a c h i ld . A  d e p e n d e n t 

c h i ld  r e c e iv in g  o c c u p a t io n a l d e a th  b e n e f i ts  u n d e r A S  1 4 .2 5 .4 8 7  o r A S  3 9 .3 5 .8 9 2  m ig h t 

a rg u e  th a t d e a th  b e n e f i ts  m u s t b e p a id  u n t i l th e  d a te th e  d e ce a s e d m e m b e r w o u ld  h a v e  

re t ir e d , w i t h o u t re g a rd  to ag e o f  th e b e n e f i t r e c ip ie n t . T h is  m a y  a f fe c t p la n  q u a l i f i c a t io n , 

s in c e  th e  In te rn a l R e v e n u e  C o d e  d e f in i t i o n  o f  “ d e p e n d e n t " in c lu d e s  age re q u ire m e n ts  fo r  

d is t r ib u t io n s  to  a d e p e n d e n t c h i ld  u n d e r a q u a l i f ie d  p la n .

P F R S  e m p lo y e rs  w i l l  f in a n c e  th e  o c c u p a t io n a l d is a b i l i t y  a n d  d e a th  b e n e f i ts  b y  

m a k in g  c o n t r ib u t io n s  to th e p la n  in  an a m o u n t d e te rm in e d  b y  th e  A R M B  u n d e r

A s  m en tio n e d in  no te 17, w e  are re se a rch in g the issue o f  w h e th e r the re q u irem e n ts o f  
these sta tu te s tha t an em p lo y e r c o n t in u e  to m a ke c o n tr ib u t io n s  to an accou n t o f  a fo rm e r 

em p lo ye e c o m p ly  w ith  fede ra l la w  g o v e rn in g  q u a lif ie d  p lan s .
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A S  3 9 .3 5 .7 5 0 (e ) . T h e re  is n o  p r o v is io n  in  th e  p r o p o s e d  n e w  T R S  d e f in e d  c o n t r ib u t io n  

p la n  f o r  fu n d in g  o f  th e  o c c u p a t io n a l d is a b i l i t y  a n d  d e a th  b e n e f i ts .

T h e  s ta e re s e rv e s th e  r ig h t to  am e n d  th e  p la n s  (A S  1 4 .2 5 ; A S  3 9 .3 5 .8 9 5 ) a n d  th e 

d e f in e d  c o n i r i a u t io n  p la n  m a k e s  n o  g u a ra n te e  o r th e  ra te s  o f  re tu rn s  on o r  a m o u n ts  th a t 

w i l l  b e  p a y a b le  f r o m  th e in d iv id u a l c o n t r ib u t io n  a c c o u n ts  (A S  1 4 .2 5 ; A S  3 9 .3 5 .9 1 0 ) .

A n  ac iv e , n o n v e s te d  m e m b e r o f  th e  T R S  o r P E R S  d e f in e d  b e n e f i t p la n  m a y  m a k e  

an i r r e v o c a b le  e le c t io n  to  p a r t ic ip a te  in  th e  a p p l ic a b le  n e w  d e f in e d  c o n t r ib u t io n  p la n  in  

l ie u  o f  p a n  c ip a t io n  in  th e d e f in e d  b e n e f i t p la n . A S  1 4 .2 5 ; A S  3 9 .3 5 .9 4 0 . A  m e m b e r 

m a y  m a k e  th e e le c t io n  o n ly  i f  th e  m e m b e r ’s e m p lo y e r c o n s e n ts  to  p a r t i c ip a t io n  in  

tra n s fe r s . T h e  s ta tu te s re q u ir e  t r a n s fe r o f  a m e m b e r 's  T R S  o r P E R S  c o n t r ib u t io n  a c c o u n t 

to a n e w  a c c o u n t in  th e d e f in e d  c o n t r ib u t io n  p la n , an d a m a tc h in g  c o n t r ib u t io n  f r o m , th e 

e m p lo y e r T h e  e m p lo y e r m a y  n o t m a k e  th e  m a tc h in g  c o n t r ib u t io n  f r o m  th e  T R S  o r 

P E R S  d e f in e d  b e n e f i t t ru s t f i n d s ,  M e m b e r s h ip  s e r v ic e  e a rn e d  b y  a t r a n s fe r r in g  m e m b e r 

is n u l l i f  ' id  f o r  p u rp o s e s o f  th e  d e f in e d  b e n e f i t p la n , a n d  is c r e d ite d  f o r  p u rp o s e s  o f  

d e te rm in in g  e l i g i b i l i t y  to  e le c t m e d ic a l b e n e f i ts . T h e  s ta tu te s  d o  n o t s p e c i f i c a l ly  p r o v id e  

th a t th e t ra n s fe r r e d  m e m b e rs h ip  s e rv ic e  w i l l  be a p p i ie d  to  v e s t in g  u n d e r A S  1 4 .2 5 .3 9 0  o r 

A S  3 9 2 5 .7 9 0  o f  th e  t r a n s fe r r in g  m em b e r 's  in te r e s t i n  th e  e m p lo y e r 's  m a tc h in g  

c o n t r  ju t i o n s , o r ;n  s u b s e q u e n t e m p lo y e r c o n t r ib u t io n s  to  th e  d e f in e d  c o n t r ib u t io n  

a c c o  .n t.

New 1 lealth Reimbursement Arrangement Plan

S e c t io n  SO adds a p ro p o s e d  n e w  a r t ic le  5 to  A S  3 9 .3 0 , a d d in g  th e  h e a lth  

r e im b u r s e m e n t a r ra n g e m e n t p la n  f o r  te a c h e rs a n d  p u b l ic  e m p lo y e e s  w h o  f i r s t b e c o m e  

m e m b e rs  o f  T R S  o r P E R S  on o r a f te r J u ly  1, 2 0 0 6 . A S  3 9 .3 0 .3 0 0  -  3 9 .3 0 .4 9 5 . T h e  H R A  

m a y  b e u se d to  p a y  th e  c o s t o f  m o n th ly  p r e m iu m s  f o r  re t i r e e  m a jo r m e d ic a l in s u ra n c e  fo r  

e l ig ib le  m em b e rs , a n d  to re im b u rs e  e l ig ib le  m e m b e rs ' c o s ts  f o r  m e d ic a l c a re  e x p e n s e s . A  

m e m b e r w h o  is e l ig ib le  f o r  re im b u rs e m e n ts  u n d e r th e H R A  is n o t re q u ir e d  to p a r t ic ip a te  

in  re t ir e e  m a jo r m e d ic a l in s u ra n c e  c o v e ra g e .

T h e  H R A  p la n  w i l l  be f in a n c e d  s o le ly  b y  e m p lo y e r c o n t r ib u t io n s  (A S  3 9 .3 0 .o 7 0 ) .

7 he a m o u n t o f  c o n t r ib u t io n s  an e m p lo y e r w i l l  m a k e  o n  b e h a l f o f  an e m p lo y e e  w i l l  n o t be 

ba se d o n  th a t s p e c i f ic  e m p lo y e e 's  c o m p e n s a t io n , b u t w i l l  b e th re e  p e r c e n t o f  th a t 

e m p lo y e r ’s "a v e ra g e  a n n u a l e m p lo y e e  c o m p e n s a t io n . " T h e  a d m in is t r a to r is r e q u i r e d  to 

m a in ta in  a re c o rd  f o r  e a ch m e m b e r a c c o u n t in g  f o r  e m p lo y e r c o n t r ib u t io n s  f o r  th a t 

m e m b e r . In te re s t w i l l  be a p p l ie d  to  m e m b e rs ' a c c o u n ts  a n n u a l l y  a t th e  ra te  e s ta b l is h e d  b y  

th e .A R M B .

A  m e m b e r w h o  te rm in a te s  e m p lo y m e n t b e fo r e  m e e t in g  th e e l i g i b i l i t y  re q u ir e m e n ts  

f o r  r e t i r e m e n t a n d m e d ic a l b e n e f i t s  u n d e r A S  1 4 .2 5 .4 7 0  o r A S  3 9 .3 5 .8 7 0  lo s e s a n y  r ig h t 

to  th e  c o n t r ib u t io n s . U p o n  re e m p lo y m e n t w i t h  a p a r t i c ip a t in g  e m p lo y e r b e fo r e  th e
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m e m b e r re a c h e s age 65 , th e a c c o u n t b a la n c e  w i l l  b e re s to re d , w i t h  an a d ju s tm e n t f o r  

in f la t io n .

T h e  e l i g i b i l i t y  a n d  re im b u r s e m e n t p r o v is io n s  o f  A S  3 9 .3 0 .3 9 0  p re s e n t 

in te r p r e ta t io n  p ro b le m s . T h e  la n g u a g e  o f  th e  s e c t io n  s ta te s th a t p e rs o n s w h o  m e e t th e  

e l i g i b i l i t y  re q u ire m e n ts  o f  A S  1 4 .2 5 .4 7 0  a n d A S  3 9 .3 5 .8 7 0  f o r  r e t i r e m e n t a n d m e d ic a l 

b e n e f i t s  a re e l ig ib le  f o r  re im b u rs e m e n ts  u n d e r th e p la n . I t  is u n l i k e l y  th a t th e  le g is la tu r e  

in te n d e d  th a t a m e m b e r be e l ig ib le  f o r  re t i r e m e n t a n d m e d ic a l b e n e f i ts  u n d e r b o th  T R S  

a n d  P E R S  in  o r d e r to  be e l ig ib le  f o r  H R A  b e n e f i t s . S e c o n d , th e  la n g u a g e  o f  th e  s e c t io n  

p r o v id e s  th a t a m e m b e r does n o t h a v e  to  r e t i r e  d i r e c t l y  f r o m  th e  s y s te m  to  b e e l ig ib le  f o r  

re im b u r s e m e n ts . W h i le  th e  y e a r s -o f - s e r v ic e  an d ag e re q u ire m e n ts  se t o u t in  p a ra g ra p h s  

( 1 ) a n d (2 ) o f  A S  1 4 .2 5 .4 7 0 (a ) and A S  3 9 .3 5 .8 7 0 (a ) a p p a re n t ly  a p p ly  to e l i g i b i l i t y  f o r  

H R A  re im b u rs e m e n ts , i t  is n o t c le a r w h e th e r la n g u a g e  in  A S  1 4 .2 5 .4 7 0  a n d 

A S  3 9 .3 5 .8 7 0  re q u i r in g  a m e m b e r to  h a v e  b e e n a n  a c t iv e  m e m b e r f o r  12 m o n th s  b e fo re  

a p p l ic a t io n  f o r  re t ir e m e n t is o n ly  a s s o c ia te d  w i t h  th e  " r e t i r e  d i r e c t ly  f r o m  th e s y s te m " 

r e q u i r e m e n t o r w h e th e r i t  is  on e o f  th e e l i g i b i l i t y  re q u ir e m e n ts  th e le g is la tu re  in te n d e d  to  

a p p ly  f o r  p u rp o s e s  o f  e l i g i b i l i t y  f o r  H R A  re im b u r s e m e n ts .

P o t e n t i a l L e g a l Is s u e s

S e v e ra l p ro v is io n s  o f  th e b i l l th a t m a k e  c h a n g e s th a t a f f e c t c u r r e n t m e m b e rs  o f  

T R S  a n d  P E R S  m a y  ra is e  le g a l is su e s . S u c h  c h a n g e s m a y  im p l ic a te  a r t . X I I ,  sec . 7  o f  th e  

A la s k a  C o n s t i t u t io n , w h ic h  p ro v id e s :

R e t i r e m e n t S y s te m s . M e m b e r s h ip  in  e m p lo y e e  re t i r e m e n t s y s tem s 

o f  th e  S ta te o r its p o l i t i c a l s u b d iv is io n s  s h a l l c o n s t i tu te  a c o n t r a c tu a l 

r e la t io n s h ip . A c c r u e d  b e n e f i ts  o f  th e s e s y s tem s s h a l l n o t b e  

d im in is h e d  o r im p a ire d .

I n t e r p r e t in g  th is  p r o v is io n , th e A la s k a  S u p re m e  C o u r t h a s h e ld  th a t r ig h ts  u n d e r th e 

s ta te 's  r e t i r e m e n t sy s tem s v e s t on e m p lo y m e n t a n d  e n r o l lm e n t in  th e s y s tem , re a s o n in g  

th a t r e t i r e m e n t b e n e f i ts  a re an e le m e n t o f  th e b a r g a in e d - f o r c o n s id e ra t io n  g iv e n  to  an 

e m p lo y e e  in  e x c h a n g e  fo r th e  e m p lo y e e 's  a s s u m p t io n  a n d p e r fo rm a n c e  o f  e m p lo y m e n t . " 1 

I n  g e n e ra l, a c h a n g e th a t d im in is h e s  a m em b e r 's  b e n e f i t s  m u s t be o f f s e t b y  c o m p a ra b le  

n e w  a d v a n ta g e s  to  th e m em b e r .22

C h a n g e s  to  e x is t in g  s ta tu te s th a t m a y  im p l ic a te  a r t . X I I ,  sec . 7 , o f  th e  A la s k a  

C o n s t i t u t io n  in c lu d e  am e n dm e n ts  th a t s e t a d e a d l in e  f o r  fo rm e r m em b e rs  to  re in s ta te

H a m m o n d  v. H o ffb c c k , 627 P .2d 1052 (A la s k a  1981 ).

W e se t o u t the A la s k a S up rem e C o u r t case law  in te rp re t in g  th is p ro v is io n  in  a 
m em o ra n d um  o f ad v ice to c om m is s io n e r o f  a d m in is tra t io n , da ted A p r i l 20 , 2005 . 2 0 0 5 In f . O p. 

A t t 'y  G en .; 6 6 3 -0 5 -0 1 9 2 (A p r . 2 0 ), pp . 2 -12 .
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s e rv ic e  c r e d i t ; a m e n d m e n ts  to  f o r m e r  la w  g o v e r n in g  a w a rd  o f  "a d  h o c "  P R P A s ; c h a n g e s 

in  re t ir e e  m e d ic a l c o v e ra g e  a f f e c t in g  sp o u s e s a n d  c e r ta in  d e p e n d e n ts  o f  p e o p le  r e c e iv in g  

s u r v iv o r  b e n e f i t s ; an d a m e n d m e n ts  to  th e  b o a rd  s t r u c tu r e  f o r  g o v e rn a n c e  o f  th e  s y s tem s .

W e  h a v e  fo u n d  n o  ca se la w  th a t s p e c i f i c a l ly  a d d re s s e s a p p l ic a t io n  t o  fo rm e r 

m e m b e rs  o f  ch a n g e s in  p u b l ic  r e t i r e m e n t s y s te m  s ta tu te s  th a t p r o v id e  f o r  r e in s ta te m e n t o f  

s e n d e e  c re d it . H o w e v e r , i t  is  a rg u a b le  th a t a fo rm e r m e m b e r w h o  c a s h e d  o u t th e  T R S  o r 

P E R S  c o n t r ib u t io n  a c c o u n t a f t e r s e v e r in g  th e  e m p lo y m e n t r e la t io n s h ip  th a t g a v e  r is e  to 

r ig h ts  u n d e r th e - ° r i r e r u e n t s y s te m  has n o  r e m a in in g  r ig h ts  th a t c o u ld  b e  im p a i r e d  b y  a n y 

s u b s e q u e n t c h a n g e  to  th e  re t i r e m e n t s y s te m  s ta tu te s . F u r th e rm o re , th e  re in s ta te m e n t 

s ta tu te s d o n o t e x p l i c i t l y  p r o v id e  th a t re in s ta te m e n t o f  c a s h e d -o u t s e r v ic e  c r e d i t u p o n  

re e m p lo y m e n t a ls o  re in s ta te s  a fo rm e r m e m b e r to  th e  fo rm e r  m e m b e r 's  o r ig in a l " t ie r "  

s ta tu s .23 W h i le  a d e f in i t i v e  a n s w e r to th is  is s u e  w i l l  o n ly  b e p r o v id e d  b y  th e  A la s k a  

S u p re m e  C o u r t , w e  b e l ie v e  th e  a m e n d m e n ts  a re d e fe n s ib le .

W e a d d re s s e d  th e  is s u e o f  c h a n g e s  to  th e  fo rm e r la w  re g a rd in g  a w a rd  o f  a d h o c 

P R P A s  in  th e  m e m o ra n d u m  o f  a d v ic e  d a te d  A p r i l  2 0 , 2 0 0 5 , a d v is in g  th a t le g is la t io n  th a t 

l im i t s  th e a d m in is t r a to r ’s d is c r e t io n  to a w a rd  a n a d h o c  P R P A  m ig h t b e s u b je c t to 

c h a l le n g e .2-* H o w e v e r , in  e n a c t in g  th e 10 5 p e rc e n t s ta n d a rd , th e  le g is la tu r e  h a d  e v id e n c e  

th a t a d h o c  P R P A s  p r e v io u s ly  g ra n te d  b y  th e  a d m in is t r a to r e x e r c is in g  u n l im i t e d  

d is c r e t io n  h a d  c o n t r ib u te d  sub -’ . a n t ia l ly  to  th e  u n fu n d e d  l ia b i l i t i e s  o f  th e  T R S  a n d  P E R S  

fu n d s . I f  th e  le g is la t io n  e s ta b l is h in g  a s ta n d a rd  f o r  th e  a d m in is t r a to r 's  e x e r c is e  o f  

d is c r e t io n  is c h a l le n g e d , th is  e v id e n c e  m a y  s u p p o r t th e  s ta n d a rd .

R e g a rd in g  am e n d m e n ts  to  re t ir e e  m e d ic a l c o v e ra g e  p r o v is io n s  m a d e  b y  s e c . 2 2  to 

A S  1 4 .2 5 .1 6 8 (a ) a n d  s r x  1 1 6 to  A S  3 9 .3 5 .5 3 5 (a ) , a l th o u g h  w e  h a v e  fo u n d  n c  ca se la w  

d i r e c t l y  o n p o in t , w e  n o te  th a t a p e rs o n  w h o  b e c o m e s  th e  s p o u s e  o r  a d e p e n d e n t o f  a 

re t ir e e 's  s u r v iv o r  a f te r th e re t ir e e 's  d e a th  has n o  c o n n e c t io n  w i t h  th e  e m p lo y m e n t 

r e la t io n s h ip  b e tw e e n  th e  re t ir e e  a n d th e  re t ir e e 's  T R S  o r P E R S  e m p lo y e r th a t g iv e s  r is e  to
• *ic

a n y  v e s te d  r ig h t u n d e r a r t. X I I ,  se c . 7, o f  th e  A la s k a  C o n s t i t u t io n . "  T h e r e fo r e , w e 

b e l ie v e  th a t a p p l ic a t io n  o f  th e s e s ta tu to r y  c h a n g e s t ^  sp o u s e s a n d d e p e n d e n ts  o f  c u r r e n t 

s u r v iv o r s  o f  d e ce a s e d m em b e rs  a n d  io  n ew ' s p o u s e s a n d  d e p e n d e n ts  o f  e v e n tu a l s u r v iv o r s

A  m em be r 's t ie r sta tus in  the c u rre n t T R S  and PERS d e fin e d b e n e f it p la n 1, d e te rm in e s the 
age o f re t ire m e n t e l ig ib i l i t y  and le ve l o f  m e d ic a l b e n e fits  a v a ila b le  up on re t ire m e n t, based on the 
la w  in e ffe c t w h e n the m em b e r be cam e a m em b e r o f  the p e r t in e n t sys tem . TR S  c u r r e n t ly  has 

tw o  re co g n iz e d tie rs , and PER S has th ree .

24 2 0 0 5 In f . O p . A t t 'y  G en .; 6 6 3 -0 5 -0 1 9 2  (A p r . 2 0 ).

N e w  spouses and dependen ts o f  s u rv iv o rs  w h o  w e re  n o t dependen ts o f  the deceased 

re t ire e  do n o t m ee t the d e f in it io n  t f  "d e p e n d e n t" o f  the e tire e set o u t in 26 U .S .C . 152 , as 
re q u ire d  b y 26 U .S .C . 4 0 1 (h ) . T hese am endm en ts are m ade in  o rd e r fo r the sta te 's re t ire m e n t 
p la n s to c o m p ly  w ith  fe d e ra l p la n q u a l if ic a t io n  re q u irem e n ts , and fo r p a ym e n t o f  m e d ic a l 

expenses o u t o f  the sta te 's tru s t fu n d s to c o m p ly  w ith  fe d e ra l re q u irem e n ts fo r q u a l if ie d  tru s ts .
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o f  c u r r e n t m em b e rs  doe s n o t d im in is h  o r im p a i r  a n y  v e s te d  r ig h t u n d e r th a t c o n s t i t u t io n a l 

p r o v is io n . W h e th e r a n e w  sp o u s e  o f  a re t ir e e 's  s u r v iv o r  o r a  s u r v iv o r 's  d e p e n d e n t w h o  

w a s  n o t d e p e n d e n t o n  th e  re t ir e e  h a s a n y r ig h t to  re t ir e e  m a jo r m e d ic a l c o v e ra g e  b a s e d  o n 

a n ) ' o th e r th e o r y  is , a g a in , a n is s u e  th a t m u s t be d e te rm in e d  b y  th e  c o u r t .

Is s u e s h a ve a ls o  b e e n ra is e d  as to  w h e th e r s ta tu to r y  c h a n g e s to  th e  b o a rd s  th a t 

g o v e rn  th e s y s tem s v io la te  a n y a c c ru e d  b e n e f i t u n d e r a rt. X T I , sec . 7 , o f  th e  A la s k a  

C o n s t i t u t io n , o r a n y  c o m m o n  la w  o r s ta tu to r y  t r u s t p r in c ip le . T h e  A la s k a  S u p re m e  C o u r t 

ha s n o t a d d re s s e d th e  is s u e o f  w h e th e r th e  c o m p o s i t io n  o f  th e  re t i r e m e n t b o a rd s  w o u ld  be 

c o n s id e re d  an a c c ru e d  b e n e f i t p ro te c te d  b y  a rt. X I I ,  sec . 7 , o f  th e  A la s k a  C o n s t i t u t io n . 

T h e re  a re n o  d e c is io n s  to  d a te th a t in d ic a te  th a t tire  re s t r u c tu r in g  w o u ld  be c o n s id e re d  

u n c o n s t i t u t io n a l . F u r th e rm o re , th e re  a re v e r y  fe w  d e c is io n s  in  o th e r s ta te s th a t p r o v id e  

g u id a n c e  on th is  is su e . T h e  m o s t in s t r u c t iv e  ca se is a 19 6 6 d e c is io n  f r o m  N e w ' Y o r k , 

in  w h ic h  th e  c o u i t in te r p re te d  a c o n s t i t u t io n a l p r o v is io n  s im i la r  to  A la s k a 's  an d fo u n d  th a t 

th e  b e n e f i t s  p ro te c te d  b y th e  c o n s t i t u t io n  d id  n o t e x te n d  to  m a in ta in in g  a p r o p o r t io n a te  

n u m b e r o f  te a ch e rs o n  a re t i r e m e n t b o a rd . B ro w n  v. N .Y . S ta te  T e a c h e rs  R e t. S y s ., 2 5  

A .D . 2 d  3 4 4  ( N .Y . A .D . 1 9 6 6 ) , a f f d 2 2 6  N .E .2 d  3 1 9  (N .Y . 1 9 6 7 ) . In  th a t case , t ir e  N e w  

Y o r k  le g is la tu re  h a d  pa sse d a la w  th a t c h a n g e d  th e  c o m p o s it io n  o f  th e b o a rd  f o r  th e 

te a c h e rs ' r e t i r e m e n t s y s te m  f r o m  s e v e n  to n in e  m em b e rs , b u t d id  n o t in c re a s e  th e  n u m b e r 

o f  te a c h e rs o n  th e b o a rd , w h ic h  re m a in e d  a t th re e . Id . T h e  p la in t i f f s  in  B ro w n  a rg u e d  

th a t a d e c re a s e  in th e re la t iv e  re p re s e n ta t io n  o f  te a c h e rs  o n  th e b o a rd  w a s u n c o n s t i t u t io n a l 

d im in is h m e n t o f  b e n e f i ts  f o r  m em b e rs  o f  th e  s y s te m . T h e  c o u r t d is a g re e d , h o ld in g  th a t 

th e  c o n s t i t u t io n a l p r o v is io n  c re a te d  a c o n t r a c tu a l r ig h t to p r o te c t th e  m e m b e rs  o f  th e  

r e t i r e m e n t s y s te m  in  p e c u n ia r y  m a tte rs , b u t th e  te rm  " b e n e f i t s "  d id  n o t e x te n d  to  

re p re s e n ta t io n  on th e re t i r e m e n t b o a rd .2f> Id . T h e  c o u r t a ls o  re je c te d  th e  p la in t i f f s ' 

a r g u m e n t th a t a de c re a se in  v o t in g  s t r e n g th  on th e  b o a rd  c o u ld  m a k e  i t e a s ie r f o r  th e  

b o a rd  n  re d u c e  o r im p a i r th e i r  p e c u n ia r y  b e n e f i t s , f in d in g  th a t th e  o o a rd 's  p o w e r , n o 

m a t te r .v h a t its  m a k e u p , w a s re s t r ic te d  b y  th e c o n s t i tu t io n a l p r o v is io n  iC e l f ,  w h ic h

S im ila r ly , in a m o re re ce n t case, the W e s t V ir g in ia  S up rem e C o u r t re a sone d tha t 
" te c h n ic a l o r housekeep in g a lte ra t io n s in  the PER S fu n d s , such as changes in  the m a n a g e r o f  the 
fu n d s o r an e xpa n s io n in  p e rm is s ib le  in v e s tm e n ts , do n o t im p lic a te  tire c o n s t i tu t io n a l p ro v is io n  

p r o h ib i t in g  the im p a irm e n t o f  c o n tra c ts ." S ta te v. W est V irg in ia  In v . M g m t. B d ., 508 S .E .2 d  130, 

136 (W .V a . 1998 ). T h e W es t V ir g in ia  C o n s t i tu t io n , h ow e ve r, d id  n o t c o n ta in  a p r o h ib i t io n  

aga in s t the im p a irm e n t o f  acc rued b e n e fits , b u t o n ly  a gene ra l p ro v is io n  p r o h ib i t in g  im p a irm e n t 

o f con tra c ts
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p r o h ib i t e d  th e  b o a rd  f r o m  ta k in g  a c t io n s  th a t w o u ld  d im in is h  o r im p a i r  p e c u n ia r y  

b e n e f i t s .2 ' I d . a t 3 4 5 -4 .6 .

R e g a r d in g  th e  a p p l ic a t io n  o f  t r u s t p r in c ip le s , w e  b e l ie v e  th a t b e ca u s e th is  is  a 

s ta t u t o r i l y  c re a te d  tru s t , th e  le g is la tu r e  c a n  m o d i f y  th e  a d m in is t r a t iv e  s t r u c tu r e  o f  th e  t r u s t 

as lo n g  as th e m o d i f i c a t io n  do e s n o t v io la te  th e  c o n s t i t u t io n a l p r o v is io n  g o v e r n in g  th e 

re t i r e m e n t p la n s . A g a in , A la s k a  case la w  do e s n o t a d d re s s th is  s i tu a t io n , a n d  w e  h a v e  

fo u n d  l i t t l e  ca se la w  f r o m  o th e r s ta te s th a t is in s t r u c t iv e . In  th e  C a l i f o r n ia  ca se o f  V a ld e s  

v. C o ry . 139 C a i. A p p . 3 d  77 3 , 189 C a l. R p t r . 2 1 2  (1 9 8 3 ) , th e  c o u r t e x p la in e d  a 

le g is la tu r e 's  a b i l i t y  to  m o d i f y  e m p lo y e e  tru s ts  w i t h o u t re g a rd  to  c o m m o n  la w  tru s t
•j J»   t

p r in c ip le s . " ' T h e  c o u r t d e c l in e d  to  a d d re s s an a r g u m e n t th a t a m o d i f i c a t io n  o f  th e  

C a l i f o r n ia  P u b l ic  E m p lo y e e s ' R e t i r e m e n t S y s te m  v io la te d  th e g e n e ra l p r in c ip le s  o f  t r u s t 

la w , e x p la in in g  th a t :

W e  a d d re s s o n ly  th e  c la im  o f  u n c o n s t i t u t io n a l im p a i rm e n t o f  

c o n t r a c t f o r  i t  is e le m e n ta r y  th a t th e  L e g is la tu r e  has p o w e r , a b s e n t 

c o n s t i t u t io n a l re s t r ic t io n s , e x p re s s ly  to  a m e n d  o r re p e a l b o th  th e  

c o m m o n  la w  a n d  e x is t in g  s ta tu te s .

q
V a ld e s , 1 8 9 C a l. R p t r . a t 2 1 8 ." W e  b e l ie v e  th a t th e  re s t r u c tu r in g  o f  th e s y s te m s ' b o a rd  

a u th o r i t y ' b y  th e  b i l l  is d e fe n s ib le .

B e c a u s e  p r o v is io n s  o f  th e  n e w  T R S  a n d  P E R S  d e f in e d  c o n t r ib u t io n  r e t i r e m e n t 

p la n s  a n d  tire  n e w  h e a l th  re im b u r s e m e n t a r ra n g e m e n t p la n  d o  n o t ta k e  e f f e c t u n t i l 

J u ly  1, 2 0 0 6 , th e y  d o n o t p re s e n t im m e d ia te  le g a l p r o b le m s . H o w e v e r , in  o u r s u m m a ry

A  sub se quen t N e w  Y o r k  d e c is io n c ite d B ro w n  fo r the p ro p o s it io n  th a t the re is f le x ib i l i t y  

re g a rd in g  m an agem e n t o f  re t ire m e n t fu n d s tha t is re se rved fo r the le g is la tu re , b u t i t is n o t 
u n lim ite d . S g a g lio n e  v. L e v itt , 337 N .E .2 d  592 , 595 (N .Y . 1975 ). E v e n  th o u g h t i ic  c o u r t in 
S g a g lio n e  gave an e xpa n s ive in te rp re ta t io n  o f  b e n e fits p ro te c te d u n d e r the N e w  Y o rk  

C u . . : t i t u t io n , to in c lu d e  p ro te c t io n  o f  tire sou rces o f  fu n d s fo r those b e n e fits , i t  d id  n o t o v e r tu rn  
B ro w n .

A lth o u g h  n o t c it in g  the case on th is p o in t , th e A la s k a  S up rem e C o u r t fo u n d  th e ra tio n a le  

o f  the C a l i fo r n ia  c o u r t in  V a ld e s to be pe rsuas ive in  M u n ic ip a lity  o f  A n c h o ra g e  v. G a llio n , 944 

P .2d 4 3 6 , 44 5 (A la s k a  1997 ).
nq . • • • • i

T h e  c o u r t in  V a ld e s c ite d C a l i fo rn ia  C iv i l C ode sec. 2 2 .2  in s u p p o rt o f th is  c o n c lu s io n , 

w h ic h  is a s ta tu te ana logou s to the A la s k a  s ta tu te ad d re ss in g the a p p l ic a b i l i t y  o f  c o m m o n  law . 

T h e A la s k a  s ta tu te p ro v id e s th a t: "S o m u c h o f  th e c om m o n la w  n o t in c o n s is te n t w i th  the
C o n s t i tu t io n  o f  the S ta te o f  A la s k a  o r the C o n s t i tu t io n  o f  the U n ite d  S ta tes o r w i t h  a n y la w  
passed b y  the le g is la tu re  o f  the S ta te o f  A la s k a  is th e  ru le  o f  d e c is io n  in  th is  sta te ." 
A S  0 1 .1 0 .0 1 0 . T h e C a li fo rn ia  co u r t 's o b se rv a tio n th a t the o o w e r o f  the le g is la tu re  to am end o r 

re pea l th e c om m o n la w  and e x is t in g  s ta tu tes is "e lem e n ta ry " m a y a cco u n t f c r  the d e a r th  o f  case 
law  on th is  issue .
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° te s e n tV i$ ir S '  w ^ ’ i n T e ^ r e t o t i o n ^ a n f  im p le m e n ta t io n  c h a lle n g e s ^

^  w r* .
d i . a b i l i t y  a n  le g is la tu re 's  in t e n t th a t th e re  b e  a
c o m m is s io n e r . A l t h o u g h  sec . 1 S A R M B  has
m o r a to r iu m  o n  le g is la t io n  a f f e c t in g  th e  r e t i r e m e n t s y s tem s u n t i l l a  t h ^ R M  

m a d e  th e  r e p o r t r e q u ir e d  b y  th a t s e c t io n  re g a rd in g  th e s y s tem s fu n d s , w e  re c o m m e n d  

T e  a d m i X t o r  a n d  th is  o f f i c e  c o n t in u e  to  w o r k  to g e th e r to  a n a ly z e  th e  p r o v is io n s  o f  

t o e  p "  M e n u f y  c h a n g e s th a t c o u ld  b e  c o n s id e re d  f o r  a c t io n  d u n r .g  n e x t y e a r s  

le g is la t iv e  s e s s io n .

Legislative Procedure Issue

A n  is s u e  ha s b e e n  ra is e d  c o n c e r n in g  a s ta tu to r y  r e q u i r e m e n t f o r  b i l l s  a f f e c t in g  th e
A n  is s u e  L u i u  th r o u g h  th e  H o u s e  a n d  S e n a te  a n d

s ta te ’s r e t i r e m e n t s y s te m s . A f t e r  H B  141 h a d  g o n e f o r o  g  ^  ̂  ir e m e n t
f r e e  c o n fe re n c e  c o m m it te e  p ro c e s s e s , an is s u e  w a s ra is e d  as

o f  A S  2 4 .0 S .0 3  6 h a d  b e e n  m e t. T h a t s ta tu te  p r o v id e s :

F i s c a l  n o te s  o n  b i l ls  a f fe c t in g  sta te  r e t ir e m e n t  s y s t e m s . B e f o r e  a

s , - d  r . . dd : , ; iz
s :  s s s  t  r  r .,,
th e  b i l l  is a d o p te d , as w e l l as th e  im p a c t o f  th e  b i l .a n a

s o u n d n e s s o f  th e  fo n d . T h e  a n a ly s is  is  in  a d d i t io n  to  fo e  f is c a l n o te  

re q u i r e m e n t o f  A S  2 4 .0 8 .0 3 5 .

f  - r  ^  a- -r fh p f is c a l im p a c t o f  th e  b i l l  w a s
.A l th o u g h  a s u b s ta n t ia l a m o u n t o f  m fo rm a h o n  th e  s p e c ia l f is c a l
p r o v id e d  as th e  b i l l p ro c e e d e d  th r o u g h  c o m m it te e s  o f  th e  lo g  J

n o te  r e q u i r e d  b y  A S  2 4 . 0 S . 0 3 6 iw «  » a c L n a ,  c o n s u lta n t , 

c o m m i t t e e  o t  e i th e r h o u s e . T h e  D e p a r tm e n t o f  A d  2 3 , 2 0 0 5  n r o v id in g  a
M e r c e r H u m a n  R e s o u rc e  C o n s u l t ,n g , p re p a re d  a l a t e r  <ia te d  X ^  nQ n J  ^
c o m p a r is o n  o f  t h e  major e m p l o y e r  c o s t  c o m p o n e n t s  o f  fo e  b i t

m os tP re c e n t T R S  a n d  P E R S  d e f in e d  b e n e f i t  p l a n  t . e r s a n d ^ i n m ^  

a c tu a r ia l s o u n d n e s s o f  th e  tu n d  u n d e r th e  b i l l .  T h e  1 ^  c o n fe re n c e
in f o r m a t io n  b e fo re  th e  f i n a l v o te  w a s ta k e n  to  a c ^ e p 

c o m m it te e  re p o r t . -

T h e  le g is la tu re 's  f a i lu r e  to  a d h e re  s t r i c t l y  to  th e  t im in g  ̂  th e  l e ^ ^ e  has
p r o v is io n  o f  th e  s p e c ia l f is c a l a n a ly s is  c o n c e rn s  a . p r o c e d u r a l ^  ̂  *  

m a d e  re g a r d in g  le g is la t io n  a f f e c t in g  th e  s ta te  s re t i r e m e n t s y s te m  , p
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a n y  c o n s t i t u t io n a l r e s t r a in t o r v io la t e  a n y  fu n d a m e n ta l r ig h t . 30 W e  b e l ie v e  th a t a n y  le g a l 

c h a l le n g e  to  th e  b i l l  b a s e d  o n  th e  le g is la t u r e ’s fa i lu r e  to  c o m p ly  w i t h  A S  2 4 .0 8 .0 3 6  w o u ld  

p re s e n t a n o n ju s t ic ia b le  is s u e , a n d  th a t a c o u r t w o u ld  n o t in v a l id a te  e n a c tm e n t o f  th e  h i l l 

o n th a t b a s is .31

E f f e c t i v e  D a te s

T h e  b i l l  in c lu d e s  s e v e ra l e f f e c t i v e  d a te  c la u s e s . S e c t io n  1 4 7 p r o v id e s  th a t secs . 2 2 

a n d  11 6 , w h ic h  l im i t  re t ir e e  m a jo r  m e d ic a l c o v e ra g e  fo r  d e p e n d e n ts  o f  s u r v iv o r s  o f  

d e ce a s e d re t ir e e s , ta k e  e f f e c t J a n u a r y  1, 2 0 0 6 . U n d e r sec . 1 4 8 , p r o v is io n s  f o r  th e n e w  

d e f in e d  c o n t r ib u t io n  r e t i r e m e n t p la n s  a n d th e  h e a lth  re im b u r s e m e n t a r ra n g e m e n t p la n  

ta k e  e f f e c t J u ly  1, 2 0 0 6 . S e c t io n  149 e s ta b lis h e s  a J u n e 3 0 , 2 0 1 0 , e f f e c t iv e  d a te f o r  

p r o v is io n s  o f  th e  b i l l  th a t re p e a l p r o v is io n s  a l lo w in g  fo rm e r m e m b e rs  o f  TP .S a n d  P E R S  

to  re in s ta te  s e r v ic e  c r e d i t  S e c t io n  145 o f  th e  b i l l ,  w h ic h  d ir e c ts  th e  r e v is o r o f  s ta tu te s 

a n d  re g u la t io n s  a t to r n e y  to  im p le m e n t in s t r u c t io n s  in  secs . 143 a n d  1 4 4 , is e f f e c t iv e  

im m e d ia te ly  u n d e r se c . 150 . E x c e p t as p r o v id e d  b y  secs . 14 7 - 1 5 0 , th e  b i l l ,  i f  e n a c te d  

in to  la w , w o u ld  be e f f e c t iv e  J u ly  1, 2 0 0 5 , u n d e r secs . 1 4 6 a n d 1 5 1 .

W e  a re a v a i la b le  to  w o r k  w i t h  th e a f fe c te d  a g e n c ie s d u r in g  th e  im p le m e n ta t io n  o f  

th e  b i l l ,  o n c e  i t  b e c o m e s la w .

S in c e re ly ,

D e p u ty  A t t o r n e y  G e n e ra l 

C i v i l D iv i s io n

S J N :V B R : r c a

S ee A b o o d  'v . L e a g u e  o f  W om en V o te rs  o f  A la s k a , 743 P .2 d 333 , 33S (A la s k a  19S7), 
c it in g  U n L e d  S ta te s v. S m ith , 286 U .S . 6, 33 , 52 S .C t. 4 7 5 , 4 7 8 . 76 L .E d . 954 , 9 5 8 -5 9 (1 9 3 2 ) .

Id . at 338 ( " i t is the le g is la tu re 's p re ro g a t iv e  to m ake , in te rp re t a n d e n fo rc e  its  ow n 

p ro c e d u ra l ru le s and the ju d ic ia r y  ca n n o t c om p e l th e le g is la tu re  to e xe rc is e a p u re ly  le g is la t iv e  

p re ro g a t iv e " ) and 33 9 -4 0 (h o ld in g  th a t " th e O pe n M e e tin g s A c t , as it a p p lie s to the 

le g is la tu re  . .  . m e re ly  es tab lishe s a ru le  o f  p ro c e d u re c o n c e rn in g  h o w  the le g is la tu re  has de c id e d 
to c o n d u c t its bus iness. O f cou rse , h a v in g  m ade the ru le , i t sh o u ld be fo l lo w e d , b u t a fa i lu re  to 
fo l lo w  i t is n o t d ie su b je c t m a tte r o f  ju d ic ia l in q u ir y , " )
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T rac i Carpenter, Pro ject Manager
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6*  F loo r State O ffic e B u ild ing
P.O. B ox 110203
Juneau, A K  99811-0203

R e : C S H B  475

Dear M elan ie and Traci:

Y ou have asked us to prepare fo r you an overv iew o f the fo llow in g topics:

1. Mechanics o f the plan de term ination process and filin g s w ith Internal Revenue 
Service (" IR S ") when a state implements a new retirement plan;

2. Benefits o f passing CSHB 475 from  the perspective o f compliance w ith the 
In te rna l Revenue Code ("C ode") and ERS process; and

3. Consequences o f not passing CSHB 475 from the perspective o f Code compliance 
and IRS process.

B A C K G R O U N D

P E R S  T ie r 4 and T R S  T ie r 3

The new PERS T ie r 4 and TRS T ie r 3 plans (the "New Plans") are intended to be 
qua lified governmental plans under Code Section 401(a). Code Section 401(a) covers defined 
benefit plans, defined con tribu tion plans, and plans that conta in elements o f both. Establish ing 
and m ain ta in ing qua lified status o f the N ew Plans is c ritica l fo r the employees who participate in 
the plans and the ir beneficiaries. In order to know that the New Plans are qualified , A laska is 
seeking ERS "de te rm ina tion letters" fo r them. Th is is the procedure that has been fo llowed in the 
past fo r the ex is ting PERS and TRS plans and is certa in ly a "best practice" in the pension world .

One American Sqtwa | Suite 3100 | Inolinapollg. IN 48282-0200 | P V7-236-2100 | F 317-236-2219 _______________INDIANAPOLIS | CHICAGO | NAPERVILLE | WASHINGTON D.C. www lc»mill.r.co \
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H RA s

SB 141 also established health reimbursement accounts ("H R A s"). The IRS has recently 
issued guidance on the structure o f HRAs. These rules must be fo llow ed in order to have non- 
taxablc benefits fo r employees, spouses, and the ir dependents. The ERS has been very s tric t in 
the ir in te ip re ta fion o f these new rules. The on ly mechanism for seeking IRS approval o f the 
H R A structure is a priva te letter ru ling .

IM P O R T A N C E  O F  Q U A L IF IE D  STA TU S  -  F O R  N E W  PLA N S

I t is very importan t to establish and main ta in the New Plans as qua lified governmental 
plans fo r the fo llow in g reasons:

1. Emp loyer contribu tions are not taxable to members as they are made (o r even 
when vested); taxation on ly occurs when plan distribu tions are made.

2. Earnings and income are no t taxed to the trust or the members (u n til d is tribu tion ).

3. Favorable tax treatments may be available to members when they receive plan 
d istribu tions; fo r example, the ab ility to . o llove r e lig ib le distributions.

4. Employers and members do no t pay employment taxes (even i f  the positions arc 
Social Security covered) when contribu tions are made or when benefits are paid.

5. Members have pro tection o f the ir benefits in a bankruptcy situation.

6 . Q ua lified plans have an approved status w ith respect to international investments 
and fore ign tax recaptures.

7. Q ua lified plans may use IRS correction mechanisms in the case o f operational 
failures.

State and local governments are genera lly exempt from taxation, so the benefits o f 
qua lified status flow  to the members.

M E C H A N IC S  O F  T H E  PLA N  D E T E R M IN A T IO N  PR O C ESS  -  F O R  N E W  PLA N S

W ha t is filed  w ith the IR S ?

Requests fo r favorable determ ination letters have been filed w ith the IRS fo r each o f the 
New Plans, bu t those requests need to be revised. The prim a ry focus o f the determ ination letter 
is compliance w ith "fo rm  requirements" —  those plan prov is ions that are required as a cond ition

INDY I72038SM
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o f qua lifica tion under Code Section 401(a). In  the case o f the New Plans, the plan document 
wou ld be SB 141, CSHB 475 ( i f  passed), and adm in is tra tive rules.

W ha t do states do while the determ ination le tte r application is pending?

Y ou have asked whether, in the normal course o f events, states that arc im p lem en ting a 
new retirement plan proceed w ith implementa tion w h ile a determ ination letter is pending or 
delay implementa tion o f a plan pending favorable ru lings from the IRS. It has been our 
experience that states take a varie ty o f approaches, depending on the leg is la tion o r process that 
leads to the adoption o f the plan. Where a statute does no t require delay un til a determ ination 
le tte r is issued, it has been our experience that states move ahead w ith implementa tion w h ile the 
de term ination le tte r is pending.

W ha t is the tim etable fo r  receiving an ERS determ ination?

The IRS often takes more than one year to issue a fina l determ ination letter. D u rin g that 
tim e period an IRS agent may ask fo r c la rifica tion o f provis ions and may request amendments o f 
the plan document. I f  an amendment is requested, the IRS may issue a determ ination letter 
contingent on the adoption o f the amendment. The amendment wou ld have to be adopted w ith 
90 days o f the issuance o f the determ ination letter.

W ha t happens 1/ the IR S  decides that New P lans have disqualify ing provisions?

Code Section 401(b) governs the ab ility o f a qua lified plan to make retroactive remedial 
amendments in order to main ta in qua lified status. The period in which retroactive corrections 
are allowed is known as the "remedia l amendment period ."

I f  corrections are made by the end o f the remedial amendment period, the amendments 
are treated as re troac tive ly effective throughout the entire remedial amendment period and the 
plan is deemed to have satisfied the qua lifica tion requirements o f Code Section 401(a) during 
that time.

The remedial amendment period begins fo r a new plan, such as PERS T ie r 4 and TRS 
T ie r 3, on the effective date o f the plan. Fo r a governmental plan, Notice 89-8, 1989-1 C .B . 628, 
sets the end o f the remedial amendment period at the last day o f the seventh month afte r the end 
o f the plan year in which the remedia l amendment period begins. B y filin g a request fo r a 
de term ination letter, A laska has preserved its righ t to re troactive ly amend the New Plans back to 
the e ffective date.

Based upon th is IRS guidance, we believe that Alaska has been proactive in fi lin g  its 
determ ination letters so prom p tly and in the proposed update o f th ise letters. The determ ination

INDY 1720389vl
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le tte r is based upon the "adm in is tra tive record" that is presented to the IR S , so it is im portan t for 
A laska to continue to update the IRS w ith any changes to the plan doo^ment.

B E N E F IT S  O F  PA SS IN G  C SH B  475 
P E R S  T ie r 4 and T R S  T ie r 3

Passing CSHB 475 wou ld have the fo llow ing benefits fo r members in the New Plans:

C la r ify nature o f New Plans to make sure DB -type benefits fo r those w ith 
occupational d isab ility and the ir surv ivors are paid from  New Plans.

2. C la r ify nature o f N ew Plan as to pub lic safety o ffic e r re tirem ent benefit options to 
make sure those benefits arc paid from N ew Plans.

3. Restructure line o f du ty death benefit so that it w ou ld com p ly w ith IRC . Failure 
to adopt w il l deny tax-favored benefit to survivor.

4. Shorten the IRS review ' time because the "p lan document" fo r the new tiers would 
be established in a way that w ou ld match up w ith IRS guidance

H R A s

Passing CSHB 475 wou ld have the fo llow in g benefit w ith respect to the new HRA 
structure:

R -structure HR A contribu tions to c la rify that con tribu tion is un ifo rm ly calculated, 
thereby strengthening position that all benefits w i l l be non-taxable.

C O N SE Q U E N C E S  O F  N O T  PA SS IN G  C SH B  475

P E R S  T ie r 4 and T R S  T ie r 3

Failure to pass CSHB 475 wou ld have the fo llow in g consequences fo r members o f the 
N ew Plans:

1. Failure to adopt CSHB 475 w il l restrict the ab ility to o ffe r occupational death and 
d isab ility benefits fo r members.

2. Fa ilu re to adopt CSHB 475 w il l restric t the ab .lity to o ffe r optional PERS 
retirement to po lice /fire in jured in line o f duty.

INDY 17203R9vl
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3. Failure to adopt w il l complicate IRS filin g s and pro long review process.

Fa ilure to meet qua lifica tion requirements means that both retroactive and prospective 
gprrpctigfls are rcqu i^d - Q ua lifica tion status goes to the plan as a whole. I f  under state law , an 
adm in istra tive agency is not authorized to disregard or sever a prov is ion that causes a 
qua lifica tion fa ilu re , the plan as a whole wou ld be jeopardized.

H R A s

Failure to adopt could result in taxable benefits to some gToups. 

Please let us know J th is letter responds to you r questions.

V e ry tru ly yours, 

ICE M IL L E R  LLP

M ary Beth Bra itm an

Terry A .M . M um fo rd

lA c c k v i^ a . U .

Ka trina M . C lmgerman
cc: V irg in ia Ragle

INDY 1720389vl



Alaska Retirement Management Board
P.O . B o x 110405 

Juneau, A la s k a 999811 -040 5 

(9 0 7 ) 4 6 5 -3 7 4 9

January 27 2006

The Honorable Kim Elton 
Alaska State Senate 
Alaska State Capitol 
Juneau, Alaska 99801-1182

Dear Senator Elton:

The Alaska Retirement Management Board (ARMB) received your January 9, 
2006 letter at its meeting in Juneau January 12th and 13th. Your interest in 
addressing the unfunded liabilities of the retirement systems is appreciated by 
the board as we begin our work on this issue.

You requested comparative data of the cost to PERS and TRS employers of 
retirement benefits for the new Defined Contribution Plan (referenced as Tier IV 
in your letter) created by SB141 with costs for Tier III members. The tables 
below provide an analysis of the FY 2006 normal cost, expressed as a 
percentage of payroll, required to fund the pension, health and other benefits for 
Tier III employees and Tier IV employees:

Defined 
Benefit Plans

Employer 
Normal Cost

Employee 
Normal Cost

Total 
Normal Cost

PERS 
Tier III

TRS 
Tier II

PERS 
Tier III

TRS 
Tier II

PERS 
Tier III

TRS 
Tier II

Retirement
Benefits 3.51 3.78 6.81 8.65 10.32 12 43

Medical
Benefits

7.23 7.93 0.00 0.00 7.23 7.93

Total 10.74 11.71 6.81 8.65 17.55 20.36
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Defined
Contribution

Plans

Employer 
Normal Cost

Employee 
Normal Cost

Total 
Normal Cost

PERS 
Tier IV

TRS 
Tier III

PERS 
Tier IV

TRS 
Tier III

PERS 
Tier IV

TRS 
Tier III

Individual
Account 5.00 7.00 8.00 8.00 13.00 15.00

Medical
Benefits

4.75 4.75 0.00 0.00 4.75 4.75

Other 0.31 0.22* 0.00 0.00 0.31 0.22*

Total
L—  —

10.06 11.97 8.00 8.00 18.06 19.97

’ D isability and death benefits cost estimate; ho vever thoae were not included in the employer 
contribution statutes for the new TRS DCR plan.

Because the Legislature is seeking to address the unfunded liability of the Public 
Employees' and Teachers’ Retirement Systems, it is important to understand the 
cost to employers of that liability. To that end, additional comparison information 
is enclosed for the retirement systems that includes all costs for all tiers.

If there is any additional information we can provide, please don't hesitate to 
contact the tiustees either directly or through our staff

Sincerely,

Gail R. Schubert, Chair

Enclosure



Discussion Docum ent: SB 141 H ousekeeping M easures

Changes Required before J* !y 1, 2006

1 T h e o c c u p a tio n a l death b e n e f it sta tu tes do no t p ro v id e  fo r be ne fits pa id to a pe rson w ho is a 

dependen t c h i ld  to end w he n the pe rson is no lo n g e r e lig ib le  as a c h ild  (A S  14 .25 .487 and AS
39 .3 5 .8 9 2 ).

E x p la n a t io n : W ith o u t express language in s ta tu te , a dependen t c h ild  

re c e iv in g  o c cu p a tio n a l death be ne fits m ig h t a rgue tha t death 

be ne fits m us t be pa id u n til the da te the deceased m em be r 

w o u ld  have re tire d , w ith o u t rega rd to the age o f the b e ne fit 

re c ip ie n t. T he issue is s p e c if ic a l ly  d e a lt w ith  in the d is a b il i ty  

s ta tu tes [A S  14 .2 5 .4 8 5 ( i) and A S  3 9 .8 9 0 (k ) j, w h ic h  in c lu d e 
language te rm in a t in g  the ueath b e n e fit the last m o n th  in w h ic h  
the re is an e lig ib le  ch ild . T he dea th b e n e fit s ta tu tes -  AS 
14 .25 .487 and A S 39 .3 5 .8 9 2 -  u n am b ig u o u s ly  state w hen the 
b e n e fits w i l l beg in and w hen th e y w i l l end. F a ilu re  to in c lu d e 
language tha t w o u ld  te rm in a te dea th b e n e fits the las t m on th in 
w h ic h  the re is an e lig ib le  c h ild  in d ic a te s a d if fe re n t re su lt was 
in te n ded .

C onsequence : I f  th is p ro v is io n  w e re changed a f te r June 30 , 2006 , it m ay 

be s to w  c o n s t itu t io n a l r ig h ts on em p lo ye e s w h o  becom e 
m em be rs d u r in g  the p e r io d tha t the law  is in e f fe c t M a y  
je o p a rd iz e  p la n q u a lif ic a t io n  because the IR.C d e f in it io n  o f 
“ d e p e n d e n t”  in c lu d e s age re q u irem e n ts fo r d is t r ib u t io n  to a 
dependen t c h ild  u n d e r a q u a lif ie d  p lan .

C hange re q u ire d : Q u a li fy ’ tha t death be n e fits sha ll cease i f  a dependen t c h ild  no 
lo n g e r m ee ts the d e f in it io n  o f dependen t.

W h o b e n e f i t from  change : E m p lo y e rs and the P lans.

A L 1
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2 A  d isa b le d peace o f f ic e r o r f ir e  f ig h te r w i l l have access to tw o  types o f  re tirem en t bene fits , 

an in d iv id u a l accou n t ba la n ce and a m o n th ly  pens io n . (A S  39 .3 5 .S 9 0 (h )) .

E x p la n a t io n : U n d e r A S  3 9 . ' 5 .810 , a m em be r is e lig ib le  to e le c t d is tr ib u t io n  

o f  the m em be r 's c o n tr ib u t io n  a c c o u n t a fte r te rm in a tio n o f  

em p lo ym e n t. D is a b i l i t y  and dea th b e n e fits are o n ly  payab le 

up on te rm in a t io n  fro m  em p lo ym e n t, w h ic h  means the m em be r 

a n d /o r b e ne fic ia r ie s c o u ld  access the l iv id u a l accoun t. 

U n d e r A S 3 9 .3 5 .5 9 0 (h ) , once a d is a b le d p ace o f f ic e r o r f ire  
f ig h tc  becom es e lig ib le  fo r “ n o rm a l re t irem e n t,”  s/he m us t 

m ake an irre v o ca b le c h o ic e  o f the in d iv id u a l a ccoun t as th e ir 

re tirem e n t b e n e fit o r a m o n th ly  p e n s io n b e n e fit as i f  A S  

3 9 .3 5 .3 7 0 (c ) [PERS T ie r I I I ]  w e re  to a p p ly . T h is e ssen tia lly 

leads to a dua l re t irem e n t b e n e fit .

C onsequence : I f  th is p ro v is io n  w e re changed a f te r June 30, 2006 , i t m ay 
b e s tow  co n s titu t io n a l r ig h ts on em p lo ye es w ho becom e 
m em be rs d u r in g  the p e r io d  tha t the la w  is in e ffe c t.

C h a n g e re q u ire d : R eq u ire a peace o f f ic e r o r f ire  f ig h te r to m ake a cho ice o f  
re tirem e n t bene fits upon a p p o in tm e n t to d is a b il i ty .

W h o b e n e fits  fro m  change : E m p lo y e rs and m em be rs .

A d d it io n a l com m en t: T h is  item  also la cks a fu n d in g  m e ch a n ism  w h ic h  is id e n t if ie d

as item  2 on the lis t fo r fu tu re  a c t io n .

3 T h e re is no da te ce rta in fo r co n v e rs io n  o f  n o n -ve s te d m em be rs fro m  the D B  p lans to the 

D C R  p lan s (A S  14 .2 5 .5 4 0 and A S 39 .3 5 .9 4 0 ).

E x p la n a t io n : A n  e m p lo y e r ’ s d e c is io n to a l lo w  its em p lo yees to c o n ve rt is 
ir re v o c a b le  and em p lo ye e s have up u n t il the day b e fo re th e y 

be com e vested in the P ER S o r T R S  D B  p lans to co n ve rt. T h is 
pushes the last p o te n t ia l c o n v e rs io n  da te ou t c o n c e iv a b ly  to 5 
to S years (o r lo n g e r, i f  te rm in a te d  non -ve s te d m em be rs re tu rn 
to w o rk  fo r a p a r t ic ip a t in g  e m p lo y e r ) de pend in g on the p lan 

and the em p lo y e e ’ s in i t ia l h ire da te .

C onsequen ce : T h is  leaves annua l b u d g e t in g  u n c e r ta in ty  fo r the em p lo ye rs .
A d d i t io n a l ly , an em p lo y e r w h o a llo w s  co n ve rs io n m a y w in d  up 

m a tc h in g  em p lo ye e a c c o u n t ba la n ces tha t w e re earned la rg e ly  
w h ile  an em p lo ye e w as w o rk in g  fo r ano the r em p lo ye r. I f  
changed a f te r June 30 , 2 0 0 6 . i t m a y be s tow  c o n s t itu t io n a l 

r ig h ts on em p lo ye e s w h o  be com e m em be rs d u r in g  the p e r io d 

tha t the law  is in e ffe c t.

C han ge re q u ire d : Set a da te ce rta in  fo r c o n v e rs io n . R esea rch in d ica te s a ty p ic a l 
t im e  p e r io d  is 6 to 12 m o n th s fro m  the e ffe c t iv e  da te o f 

le g is la t io n .

W h o b e n e fits fro m  change : E m p lo y e rs .

Changes required b e fo re July 1, 2006 2 24 January 2006
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4 The sec tio n o n e l ig ib i l i t y  fo r m ed ica l b e n e fits states tha t “ an e lig ib le  pe rson sha ll m ake the 

irre v o ca b le e le c t io n  to p a rt ic ip a te  o r no t p a rtic ip a te in the re tiree m a jo r m ed ica l in su rance 

p la n " b y the t im e  th e y tu rn 70 Z i years o ld (A S 14 .2 5 .4 7 0 (g ) and A S 39 .3 5 .8 7 0 (g )) .

E x p la n a t io n : The D iv is io n  an tic ip a te d the p ro v is io n s fo r a p p lic a t io n  fo r 

re tirem en t and m ed ica l b e n e fits w o u ld  be ha nd le d by 

re gu la tio n . Such re g u la tio n s w o u ld  in c lu d e  a re q u irem e n t that 

an e lig i l le pe rson w ho d id n o t in i t ia l l y  p a rtic ip a te in  the 
m ed ica l p la n co u ld la te r be cove red o n ly  i f  th e y had c o n tin  -lous 

coverage in the in te rv e n in g  t im e  o r th e y m us t show ev id e n ce o f 

in s u ra b ility . T he w o rd in g  o f  the s ta tu te , how e ve r, seem s to 

leave the ch o ic e to the e l ig ib le  person rega rd le ss o f  th e ir nea lth 

status

C onsequen ce : T h is leaves the re tire e m a jo r m ed ica l in su rance p la n open to 
adverse se le c tio n and u n p re d ic ta b le  cos ts . I f  changed a fte r 
June 30, 2006 , it m a y be s tow  c o n s t itu t io n a l r ig h ts  on 
em p loyees w h o becom e m em be rs d u r in g  the p e rio d th a t the 

law  is in e ffe c t.

C han ge re q u ire d : C la n fy  tha t an e lig ib le  pe rso n w ho does no t in i t ia l ly  e lec t 
p a r t ic ip a t io n  in the re tire e m a jo r m ed ic a l in su rance p la n , bu t 
w ho la te r chooses to p a rt ic ip a te , m us t show e v id e n c e o f 

in s u ra b il i ty  o r p ro v id e  a le tte r o f  cove rage .

W h o bene fits fro m  change : T he Plans and Em p lo ye rs .

5 A S 14 .25 .580 a llo w s  a SE SA em p lo yee to p a r t ic ip a te  in the T R S  D C R  P lan i f  the y possess o r 

are e lig ib le  to possess a teache r c e r t i f ic a te  re ga rd le ss i f  em p lo y e d in  a p o s it io n  re q u ir in g  a 
teache r c e r t if ic a te .

E x p la n a t io n : A b o u t d o u b le the pe op le in A la s k a  ha ve te a ch in g c e r t if ic a te s as 
the re are p o s it io n s  re q u ir in g  ce r t if ic a te s . T h e d e f in i t io n  o f 
“ te a ch e r" c o n ta in e d in A S  1 4 .2 5 .5 9 0 (2 7 ) is no t the possess ion 
o f  a te a ch in g c e r t if ic a te . T h e c r ite r ia  is tha t th e y be em p lo ye d 

in a p o s it io n  re q u ir in g  po sse ss ion o f  a S ta te o f  A la s k a te a ch in g 
ce rt if ic a te . A S  14 .25 .5S 0 co n tra d ic ts th is  c n te n a  and p o s s ib ly  

opens TR S to S E S A , PERS m em be rs h o ld in g  te a ch in g 
ce rt if ic a te s b u t w h o are no t em p lo ye d in p o s it io n s re q u ir in g  a 

c e rt if ic a te .

C onsequence : Em p lo ye rs w o u ld  have to p a y m o re fo r em p lo yees th a n they 
w o u ld  i f  th e y w e re PERS m em be rs . I f  changed a f te r June 30, 
2006 , it m a y b e s to w  c o n s t itu t io n a l r ig h ts  on em p lo ye e s w ho 

becom e m em be rs d u r in g  the p e r io d  th a t the law  is in e ffe c t .

C hange re q u ire d : Repea l AS 14 .2 5 .5S 0 .

W ho benefits from change: Em ployers.
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Necessary -- B u t M ay Be Delayed fo r F u tu re  A c tion  (after Ju ly  1, 2006)

I T h e re is no c o n tr ib u t io n  re qu ire d b y TR S em p lo ye rs to fu n d TR S  occu p a tio n a l d is a b il i ty  and 

dea th b e n e f its  (A S  14 .25 .350 ).

E x p la n a tio n : T h is was an in a d ve rte n t om is s io n  in d ra f t in g  the b i l l in  

con fe ren ce c om m itte e . T R S  em p lo ye rs w e re fu l ly  expec ted to 

pa y the costs o f  d is a b i l i ty  and dea th bene fits .

C onsequence : T h e D iv is io n  w o u ld  re ques t a le g is la t iv e  genera ' fu n d 

a p p ro p r ia t io n  to p a y b e n e fits .

C han ge re qu ire d : R equ ire TR S em p lo ye rs to p a y o ccu p a tio n a l d is a b i l i ty  and 

death be n e fits th ro u g h c o n tr ib u t io n s  a c tu a r ia lly  ca lcu la ted .

W h o b e n e fits  fro m  change : S ta te gene ra l fund .

A d d i t io n a l C om m en ts : D R B ’ s lega l counse l sugges ts th is is a m a n d a to ry item  because
it is a f la w  in the sys tem  to le a ve be ne fits un funde d , w h ic h  w i l l 

c om po und the lo n g e r it is n o t addressed.

2 T he re is no fu n d sou rce spe c if ie d in s ta tu te to p a y fo r the m o n th ly  p en s io n tha t m ay be
e lec ted b y  a d is a b le d p o lic e  o f f ic e r o r f ire  f ig h te r u p o n e l ig ib i l i t y  fo r n o rm a l re tirem en t.

E x p la n a t io n : i'h e le g is la tu re spe if ie d  tha t a m o n th ly  pens io n b e n em  e lec ted 
b y a d isa b le d peace o f f ic e r o r f ire  f ig h te r w o u ld  n o t be pa id ou t 

o f  d ie PERS d e fin e d  b e n e f it tru s t (A S  3 9 .3 5 .S 9 0 ( (h ) (2 » . A S  
39 .3 5 .7 5 0 (e ) re q u ire s em p lo y e rs to pa y a c tu a r ia l ly  d e te rm in e d 
c o n tr ib u t io n s fo r o c c u p a t io n a l d is a b i l i t y  and dea th be n e fits , bu t 

does no t re q u ire  c o n tr ib u t io n s  fo r m o n th ly  pens io n bene fits 
e lec ted b y a peace o f f ic e r / f i r e  f ig h te r up on e l ig ib i l i t y  fo r 
n o rm a l re tirem en t. A ls o , the s ta tu te does no t s p e c if ic a l ly  

re q u ire  the m em be r to fo r fe i t the in d iv id u a l c o n tr ib u t io n  
accou n t up on m a k in g  the ir re v o c a b le  e le c tio n .

C onsequence : I f  no o th e r fu n d in g  sou rce is sp e c if ie d , the D iv is io n  w o u ld  
reques t a le g is la t iv e  a p p ro p r ia t io n  to pay be n e fits fo r d isab le d 
peace o f f ic e rs  and f ir e  fig h te rs w h o  were em p lo ye d b o th  b y the 

sta te and by p o li t ic a l s u b d iv is io n s .

C hange re q u ire d : P ro v id e fo r fo r fe i tu re  o f in d iv id u a l c o n tr ib u t io n  accoun t upon 

e le c tio n o f b e n e f it c a lc u la te d  u n d e r A S 39 .3 5 .3 7 0 b y  peace 
o f f ic e r o r f ire  t ig h te r ; re q u ire  em p lo ye rs to pay b e n e fits 
th ro u g h c o n tr ib u t io n s  a c tu a r ia l ly  ca lc u la te d . S hou ld the am o un t 

-  a ll o r p a rt —  in the fo r fe ite d  in d iv id u a l c o n tr ib u t io n  accoun t 
be tra n s fe rre d to som e p e n s io n a c co u n t and c re d ite d to co ve r 

p a r t o f the e m p lo y e r ’ s l ia b i l i t y ?

W h o  be ne fits fro m  change : S ta te gene ra l fu n d .

A d d it io n a l C om m e n ts : T h e  D iv is io n ’ s le g a l coun se l sugges ts th is is a m a n d a to ry item

because it is a f la w  in  the s y s tem  to leave bene fits u n fu n d e d , 
w h ic h  w i l l c om p o u n d the lo n g e r i t is n o t addressed .

Necessary - may delay for future acticn 4 24 January 2006



Discussion Docum ent: SB 141 H ousekeeping M easures

3 The D B  p la n s are closed to new en tran ts a fte r June 30 , 2006 , and so a re th e p a y ro l l bases 

upon w h ic h  the em p lo ye r c o n tr ib u t io n  fo r pas t se rv ice costs (u n fu n d e d l ia b i l i t y )  is a p p lie d 

(A S  14 .'’ 5 .0 7 0 and A S 39 .35 .250 ).

E xp la n a tio n : T he s ta tu tes d e f in in g  “ c o n tr ib u t io n s b y  e m p lo y e rs ”  re fe ren ce 

c o n tr ib u t io n s to the p la n ,”  spec ifie s the p la n  b y  s ta tu to ry  c ite 

( in  TR S ), sets the fo rm u la  fo r e m p lo y e r c o n tr ib u t io n s  as 

a p p 'y in g  the bo a rd c e r t if ie d  ra te “ aga in s t th e  sum  to ta l o f  the 

base sa la ries p a id  to m em be rs ”  o f  the p la n ( in  T R S ) , and 

de fin e s ( in  P ER S ) the con so lid a te d em p lo y e r ra te and past 

se rv ice ra te as “ the pe rcen tage o f  com p e n sa tio n o f  a ll a c tiv e 

em p lo yees in the p la n .”

C onsequence : E m p lo y e r ra tes fo r past se rv ice cos ts w i l l , c o n t in u e  to rise as the 
am o rtiz e d l ia b i l i t y  is app lie d to a s h r in k in g  p a y ro l l p a id  to 

m em be rs o f  the D B  p lan .

C hange re qu ire d : Change m e th o d o f  d e te rm in in g  em p lo y e r c o n tr ib u t io n s  fo r past 
se rv ice cos ts o r s p e c ify  tha t the p a y ro l l base o f  b o th  D B  and
D C R  p la n em p lo ye e s w i l l be used to c a lc u la te  em p lo y e r

c o n tr ib u t io n  ra tes fo r pas t se rv ice costs

W h o be n e fits fro m  change: Em p lo y e rs .

C r it ic a l tim e lin e : T he im p a c t on em p lo y e r c o n tr ib u t io n  ra tes fo r past se rv ic e 
cos ts o f  D B  p la n  m em be rs w i l l f ir s t be seen in  the v a lu a t io n  
e n d in g 6 /3 0 /2 0 0 7  w h ic h  w i l l set the ra tes fo r F Y  20 10 .

4 The em p lo y e r c o n tr ib u t io n  ra te se c tio n s o f  the D B  p la n s do no t a llo w  in d iv id u a l em p lo y e rs to
have a co n tr ib u r io n  ra te lo w e r than the n o rm a l cos t ra te even i f  th e ir assets exceed th e ir

l ia b i l i t ie s  (A S  14 .25 .070 and AS 3 9 .3 5 .2 7 0 ).

E xp la n a tio n : PERS em p lo y e rs have in d iv id u a l c o n tr ib u t io n  ra tes and som e 
em p lo ye rs fa l l b e lo w  the “ no rm a l cos t ra te ”  because th e y have 

assets g re a te r th a n l ia b i l i t ie s . W as i t re a l ly  th e in te n t o f  the 
le g is la tu re  to p e n a liz e these em p lo ye rs?

Consequence : E m p lo y e rs w o u ld  be fo rce d to c o n tr ib u te  m o re  th a n needed to 
th e ir assets. O n ce the m one y goes in to  the T ru s * i t cann o t 

com e o u t e x c e p t to p a y bene fits .

C hange re q u ire d : C hange f lo o r on n o rm a l cost ra te to the D B  p la n  le ve l ra th e r 
than in d iv id u a l e m p lo y e r le ve l. S p e c ify  th a t an in d iv id u a l 

e m p lo y e r 's  c o n t r ib u t io n  m ay be less than the n o rm a l co s t ra te 
i f  assets a re g re a te r than lia b i l i t ie s  to the e x te n t the a c tu a ry 
d e te rm in e s them  s u f f ic ie n t to c o v e r a ll em p lo ye e b e n e fits  b e in g 

earned d u r in g  th e  c u rre n t year. M a k e  change re tro a c t iv e  to 

J u ly  1, 2 0 05 .

W ho benefits from change: PERS E m ployers.
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5 T h e le g is la t io n  does n o t p ro v id e  tha t a p e r io d o f dea th b e n e fits co n s titu te s m em be rsh ip 

se rv ice in re ga rd , to d e te rm in in g  e l ig ib i l i t y  fo r re t ire m e n t b e n e fits (A S  14 .25 .487 and AS

39 .3 5 .8 9 2 ).

E x p la n a t io n : T h is  appears to have been an om is s io n  in d ra f t in g  because the 

d is a b i l i ty  b e n e fits have the p ro v is io n  tha t a p e r io d o f d is a b i l i ty  

coun ts tow a rd e l ig ib i l i t y  fo r re tirem e n t. I t is also im p lie d  b y 

the re q u irem e n t fo r c o n t in u in g  em p lo y e r c o n tr ib u t io n s as w e ll 

as the p ro v is io n s o f  s u b s e c tio n (e ) w h ic h  re fe ren ce th e no rm a l 

re tirem e n t da te i f  the m em b e r had liv e d .

C onsequence : W o u ld  p o te n t ia l ly  leave s u rv iv o rs  w ith o u t access to m ed ic a l 

b e n e fits once dea th b e n e fits cease.

C hange re q u ire d : A d d  “ T h e pe r io d o f  dea th b e n e fits  co n s titu te s m em be rsh ip 
se rv ice in re ga rd to d e te rm in in g  e l ig ib i l i t y  fo r re tirem e n t 

b e n e fits .”

W h o be n e fits fro m  change : M em b e rs ’ e l ig ib le  s u rv iv o rs .

I t is no t c le a r tha t a p e r io d o f d is a b i l i t y  b e n e fits c o n s titu te s m em be rs h ip se rv ic e in re ga rd to 
d e te rm in in g  ve s tin g  in em p lo ye r c o n tr ib u t io n s and re la te d ea rn in g s (A S  14 .25 .485 and AS 

39 .3 5 .8 9 0 ).

E x p la n a t io n : A lth o u g h  the s ta tu te s e xp re s s ly sta te tha t a p e r io d o f d is a b i l i ty  
b e n e fits co n s titu te s m em b e rs h ip  se rv ic e fo r pu rposes o f 

d e te rm in in g  e l ig ib i l i t y  fo r re t ire m e n t and m e d ic a l b e n e fits , the 

s ta tu tes do no t m e n tio n  v e s t in g  in  em p lo ye r c om r ib u t io n s and 
re la te d ea rn ings . The re q u ire m e n t fo r c o n t in u i lg em p lo y e r 

c o n tr ib u t io n s  im p lie s  th is in te n t.

A d m in is t r a to r to in te rp re t. L a w s u it b y  em p lo y e r o r em p lo ye e?

A d d  “ T h e p e n o d  o f  d is a b i l i t y  co n s titu te s m em be rs h ip  se rv ice 
in regard to ve s tin g  in  e m p lo y e r c o n tr ib u t io n s u n d e r AS 

14 .2 5 .3 9 0 (b ) [A S  3 9 .3 5 .7 9 0 (b ) ] . "

W h o  b e n e fits fro m  change : M em be rs .

C onsequence : 

C hange re q u ire d :

It is no t c le a r tha t a p e r io d o f  dea th b e n e fits c o n s titu te s m em be rs h ip  se rv ic e in re ga rd to 
d e te rm in in g  v e s t in g  in em p lo ye r c o n tr ib u t io n s and re la te d ea rn in g s (A S  14 .25 .487 and AS

3 9 .3 5 .8 9 2 ).

E x p la n a t io n : A lth o u g h  the s ta tu te s do n o t e x p re s s ly s ta te tha t a p e r io d  o f 
dea th b e n e fits co n s titu te s m em b e rs h ip  se p /ic e  fo r d e te rm in in g  
ve s tin g , the re q u irem e n t fo r c o n t in u in g  em p lo y e r c o n tr ib u t io n s 

im p lie s  th is in te n t.

C onsequence : A d m in is t r a to r to in te rp re t. L a w s u it b y  em p lo y e r o r em p lo ye e ?

C hange re q u ire d : A d d  “ T h e p e r io d  o f  dea th b e n e fits  c o n s titu te s m em be rs h ip  

se rv ic e in re ga rd to ve s tin g in  em p lo y e r c o n tr ib u t io n s u n d e r A S 

1 4 .2 5 .3 9 0 (b ) [A S  3 9 .3 5 .7 9 0 ( b ) ] "

W h o  b e n e fits  fro m  change : M em be rs .

Necessary -  may delay for future action 6 24 January 2006
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8 I t is n o t c le a r th a t tra ns fe rred m em be rsh ip fro m  the D B  p la n s to the D C R  p lans w i l l be

a p p lie d to v e s t in g  in  bo th the em p lo y e r ’ s m a tc h in g  c o n tr ib u t io n  and subsequen t c o n tr ib u tio n s

(A S  14 .2 5 .5 4 0 and A S 39 .3 5 .9 4 0 ).

E x p la n a t io n : T h e b i l l is s ile n t on th is . B ecause i t is express tha t se rv ice in

the D B p lan s coun ts tow a rd e l ig ib i l i t y  fo r m ed ica l be n e fits , i t is 

im p lie d  tha t i t w o u ld  coun t to w a rd  ve s tin g .

C onsequence : A d m in is t r a to r to in te rp re t. L a w s u it b y em p lo y e r o r em p lo yee?

C han ge re q u ire d : S p e c ify tha t years o f  se rv ice co n v e rte d fro m  the D B  p la n s to 

the D C R  p lan s w i l l a p p ly to v e s t in g  in em p lo y e r c o n tr ib u tio n s .

W h o  b e n e fits  fro m  change : M em be rs .

9 T h e s ta tu te s th a t d e fin e e l ig ib i l i t y  fo r re tirem e n t and m ed ic a l b e n e fits s e em in g ly c o n f l ic t w ith  
the s ta tu te s th a t d e fin e e l ig ib i l i t y  fo r the H e a lth  R e im b u rsem en t .A rra n gem en t (H R A ) .

E x p la n a t io n : T h e H R A  is pa rt o f  the m ed ic a l b e n e fits p ro v id e d b y the D C R  
p lans . U nd e r the D C R  p lan s p e c if ic  p ro v is io n s (A S 14 .25 .470 
and A S 39 .3 5 .S 70 ), a pe rson m u s t re tire  d iu c t l y  from  the p lan 

to be e lig ib le  fo r m ed ic a l b e n e fits . H ow e ve r , the H R A  
e l ig ib i l i t y  s ta tu te (A S  3 9 .3 0 .3 9 0 ) s p e c if ic a l ly  p re c lu de s a 

pe rson fro m  h a v in g  to re tire fro m  the p la n .

C onsequence : A d m in is t r a to r to in te rp re t tha t the m o re  sp e c if ic  language 

p re va ils .

C hange re q u ire d : R em ove c o n f l ic t fro m  the e l ig ib i l i t y  fo r re t ire m e n t and m ed ic a l 
be n e fits la n g uage un d e r AS 14 .2 5 .4 7 0 and A S  39 .3 5 .9 8 0 .

W h o  b e n e f its  fro m  change : M em be rs .

10 E s ta b lis h  re g u la to r y  a u th o r ity  fo r the A R M  B o a rd  (A S  3 7 .1 0 .2 2 0 ).

E x p la n a t io n : S p e c if ic  re g u la to ry  a u th o r ity  fo r the A R M  Boa rd w as no t 
added w h e n th e P E R B , T R B , and A S P IB  were re p la ced . AS 
3 7 .1 0 .0 7 1 (a ) (7 ) m a y be s u f f ic ie n t : “ (7 ) p e r fo rm  a ll ac ts , no t 
p ro h ib ite d  b y th is se c tio n , w h e th e r o r n o t e xp re s s ly au th o r iz e a , 

tha t the f id u c ia r y  con s id e rs ne ce ssa ry o r p ro p e r in 

a dm in is te r in g  the asse ts ;’ ’ .

C onsequence : R evenue to in te rp re t.

C han ge re q u ire d : A d d  s p e c if ic  re g u la to ry  a u th o r ity . 

W h o  b e n e f its  fro m  change : T h e P lans.
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11 A S 14 .25 .045 and 14 .25 .570 a l lo w  fo r p a r t ic ip a t io n  b y N a tio n a l E d u ca tio n A s s o c ia t io n  

Em p lo yee s (N E A ) .

E x p la n a t io n : A lth o u g h  N E A  had been in c lu d e d b y the le g is la tu re in the TR S  

D B p la n in s ta tu te , N E A  is a n o n -p ro f i t o rg a n iz a tio n and th e y 

do n o t q u a l i f y  fo r in c lu s io n  in the sys tem . T h is e rro r was 

a c k n o w le d g e d b y the D iv is io n , the D e p t o f L aw  &  N E A  in the 

e a r ly  1990 's /la te 1980 's . In d is c u s s io n w ith  p a r t ic ip a t in g  N E A  

m anagem en t i t was dec id e d b y the TR S  Boa rd tha t m em be rs 

p a r t ic ip a t in g  at the t im e  w o u ld  be g ra n d fa th e re d and in c lu s io n  

o f  n ew  m em be rs w o u ld  be d is c o n tin u e d (s in ce then the las t 

m em b e r has re t ire d .) In c lu s io n  in the new p lan re su lte d fro m  

d u p lic a t io n  o f  e x is t in g  sta tu tes th a t was no t caugh t in e d it in g .

C onsequence : D is a l lo w  N E A  em p lo ye es en tra n ce in to  the D C R  plans.

C han ge re q u ire d : Repea l A S 14 .25 .04 5 and A S  14 .25 .570 .

W h o be n e fits fro m  change : T h e m em be rs , the em p lo ye rs , and the P lans.

12 R e g u la to ry  a u th o r ity  fo r the S u p p lem e n ta l B e n e fits  n ow  rests w ith  the A R M  B oa rd (A S  

3 9 .3 0 .1 6 0 ).

E x p la n a t io n : P a rt o f  the re fo rm  to the re t irem e n t sys tem s was a re g u la to ry  
a u th o r i ty  chan ge fro m  the p r io r P u b lic  Em p lo yee s R e tirem e n t 
B o a rd to the D e p a r tm e n t o f  A d m in is t r a t io n . T h e SBS sys tem  
re fe re n ce w as changed from  the P E R B  to the A R M B ; h ow e ve r, 

the A R M B  does no t p re s c r ib e p o lic ie s  fo r the re t ire m e n t 
sys tem s so th is change m akes l i t t le  sense.

C onsequence : In p ra c tic e , th e D iv is io n  w i l l have to d ra f t re g u la tio n s fo r the 
A R M B  fo r th e ir re v ie w  and a p p ro v a l.

C hange re q u ire d : R em o v e the re fe re n ce to re g u la t io n s o f  the A R M B  from  A S  
3 9 .3 0 .1 6 0 .

W h o be n e fits fro m  change : M em b e rs

13 T h e s ta tu to ry d e ad lin e fo r d e c is io n s on appea ls to the O f f ic e  o f  A d m in is t r a t iv e  H ea r in g s 

(O A H ) is too sho rt (A S 4 4 .6 4 .0 6 0 (d ) ) .

E x p la n a t io n : T h e s ta tu to ry  d e a d lin e  fo r the O A H  to rende r de c is io n s on 
cases b e fo re  it is 120 days . T h e n um b e r o f  appea ls at th is p o in t 

is too g re a t and re sou rce s are to o fe w  fo r the D iv is io n  and L a w  

to m ee t th is d e a d lin e .

C onsequence : T h e  con se q u e n ce o f  n o t m e e tin g  the d e ad lin e is a d e c is io n in 
fa v o r o f  th e a p p e lla n t because the D iv is io n  is n o n -re s p o n s iv e .

C hange re q u ire d : C han ge th e s ta tu to ry  d e a d lin e  to 180 days -- s p e c i f ic a l ly  fo r 

D R B  (A S  1 4 .2 5 .0 0 6 and A S  3 9 .3 5 .0 0 6 ) i f  C h ie f A L J  n o t 

am enab le to ge ne ra l change .

W h o bene fits fro m  change : T h e P lan s .

Necessary -  may delay for future action 8 24 January 2006
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14 The PERS s ta tu te s la ck a p ro v is io n  fo r appea l to the G ifiic e o f A d m in is tra t iv e  H ea r in g s 

(O A H ) o f  the C om m is s io n e r ’s de c is ions on w a iv e r requests (A S 39 ,3 5 .5 2 2 ).

E xp la n a tio n : SB 141 es tab lished a new p ro cedu re fo r persons se e k in g a 

w a iv e r o f ad ju s tm e n t m ade b y the a dm in is tra to r to bene fits 

pa id . The new  p ro cedu re s re qu ire s f i l in g  a request w i t h  the 

c om m is s io n e r o f a d m in is tra t io n  fo r the w a iv e . W h ile  th e TRS 

sta tu tes a llo w  an appea l o f  the c om m is s io n e r ’ s de c is io n to the 

O A H , the PERS sta tu te s do no t. T h is was a d ra ft in g  e rro r .

C onsequence : A n  a lte rn a tiv e w o u ld  be fo r the C om m is s io n e r to de lega te 

a u th o r ity  to the O A H  to m ake the PERS w a iv e r de c is io n s [A S  
4 4 .6 4 .0 3 0 (b ) ] . U n d e r th is scena rio , the O A H  cou ld b i l l the 
D iv is io n  fo r these se rv ices . O th e rw is e , PERS appeals fro m  the 
C om m is s io n e r ’ s w a iv e r de c is io n s w i l l have to be sen t to the 

su p e rio r co u r t, w h ic h  is a lso co s tly .

C h a n g e re qu ire d : M a tc h  PERS sta tu te s to TR S sta tu tes .

W h o be n e fits fro m  change: M em be rs , th e P lans , and th e C o u r t sys tem .

15 T h e re are no p ro v is io n s fo r appea l to the O ff ic e  o : A d m in is t r a t iv e  H e a r in g ' (O A H ) on

d e c is io n s o f  the adm in is tra to r fo r the H e a lth  R e im b u rs em e n t A rra n g em en t P la n , the
S u p p lem e n ta l B e n e fits System P lan , and the D e fe r re d  C om pe n sa tio n P la n (A S 3 9 .3 0 .3 0 0 - 

495 ; A S  3 9 .3 0 .1 5 0 -1 8 0 ; and AS 3 9 .4 5 .0 1 0 -0 6 0 ).

E x p la n a tio n : T h is  was an in a d v e r te n t om is s io n  in tra n s fe rr in g a ll appea ls 

fu n c tio n s to the O A H

Consequence : A p pea ls w i l l have to bo sent to the s u p e r io r cou rt.

C han ge requ ire d : A d d  the s ta tu to ry re fe re n ce s to O A H  a u th o r ity  unde r A S  44 .64
and m ake an y ne ce ssa ry changes to s p e c if ic  p la n s ta tu tes .

W h o be n e fits fro m  change: M em be rs , the P lans , and the C o u r t sys tem .

16 The n ew  D C R  sta tu tes do no t c o n ta in  p ro v is io n s  fo r em p lo y e r te rm in a t io n  o f p a r t ic ip a t io n  in

the p la n s .

E x p la n a t io n : T h e PERS D B  p la n s have s p e c if ic  s ta tu to ry g u id e lin e s (A S
3 9 .3 5 .6 1 5 -6 2 0 ) on the p rocess fo r te rm in a t in g  p a r t ic ip a t io n  in
the PERS . A lth o u g h  a p ro v is iu n  fo r p a r t ic ip a t io n  was added to 

the D C R  p la n , te rm in a t io n  was no t.

C onsequence : T h e D iv is io n  has no bas is fo r m a k in g  de c is io n s re g a rd in g  
m em be rs ’ r ig h ts  to m e d ic a l b e n e fits , in c lu d in g  the HR -A , i f  an 

em p lo y e r te rm in a te s fro m  p a r t ic ip a t io n .

C hange re q u ire d : A d d  te rm in a t io n  p ro v is io n s  to A S 39 .3 5 .7 0 0 -9 9 0 .

W ho benefits from change: M em bers.
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17 AS 3 9 .3 5 .3 7 5 (a ) , AS 39 .35 .5 j 5 (c), and AS 14 .25 .125 (c ) are a ll e x c e p t io n s to the repea l o f 

sta tu tes tha t p ro v id e  fo r re in s ta tem en t o f  re funded se rv ice c re d it.

E x p la n a tio n : A S  39 .3 5 .3 7 5 (a ) a llow s an a c tiv e PERS m em b e r w ho has 

n e ve r ves ted in TR S o r PER.S and w h o has cashed ou t TR.S 

se rv ic e to re in s ta ie the fR S  se rv ic e c re d it to e s ta b lis h a “ p u b lic  

se rv ice b e n e f it . ”  AS 39 .3 5 .3 8 5 a llo w s pe rs o n s w h o are e lig ib le  

fo r a no rm a ! o r e a r ly re tirem e n t s a la ry u n d e r T R S  to q u a l i f y  fo r 

a n o rm a l o r e a r ly “ c o n d it io n a l s e rv ic e ”  re t ir e m e n t b e n e fit u n d e r 

PERS i f  he o r she has at least tw o  yea rs o f  c re d ite d  se rv ice in 

PERS . A S  14 .25 .125 a llow s the sam e in re ve rs e . M em be rs are 

a llo w e d  to re in s ta te re funded s e rv ic e c re d it in  o rd e r to q u a l i f y  

to r the c o n d it io n a l se rv ice b e n e fits  u n d e r A S  1 4 .2 5 .1 2 5 (c ) and 

A S  3 9 .3 5 .3 8 5 (c ) . T he c o n d it io n a l se rv ic e b e n e f it is v e ry 

e xp e n s iv e because it resu lts in  p a ym e n t o f  m e d ic a l p rem ium s 

a rd  o th e r m ed ic a l charges fro m  b o th  the P E R S and TP S  fo r a 
s in g le  re tire e . T h is  is an “ o f f - b o o k s ”  l ia b i l i t y  s im i la r to the one 

addressed b y the repea l o f  th e re in s ta te m e n t o f  se rv ic e 

p ro v is io n s , a lth o u g h the m a g n itu d e is c o n s id e ra b ly  less.

C onsequen ce : R esu lts in d ispa ra te tre a tm e n t fo r re fu n d e d  P E R S /TR S 
m em be rs . I t repea led a fte r J u ly  1, 2 0 0 6 , m a y  re su lt in a 

sepa ra te law s u it.

C hange re .ire d : R epea l a ll the language fro m  the ab o ve s ta tu te s tha t a llo w  fo r 
re in s ta tem en t o f  se rv ic e b y p a ym e n t o f  re fu n d e d  c o n tr ib u t io n s , 

e f fe c t iv e  6 /3 0 /2 0 1 0 .

W h o bene fits from  change : T h e P lan s and em p lo ye rs .

Necessary -  may delay for future action 10 24 January 2006
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R e q u ir e d  o n ly  i f  D is a llo w e d  by IR S -  D e te rm in a t io n  a f t e r  J u ly  1, 2006

1 Change o r d e le te  co n tin u in g  em p lo ye r c o n tr ib u t io n  re q u irem e n ts to the in d iv id u a l accoun ts 

o f d is a b il i ta n ts  and su rv iv o rs . (A S 14 .25 .485 , 14 .25 .487 and A S  39 .3 5 .8 9 0 , 39 .35 .8 92 ).

E xp la n a tio n : F rom  L a w ’ s b i l l an a lys is . T h e y are re sea rch ing w he the r, an 

em p lo ye r m a k in g  c o n tr ib u t io n s  to the accoun ts o f  a fo rm e r 

em p lo yee com p lie s w ith  fed e ra l la w  go ve rn in g q u a lif ie d  p lans .

2 Change bas is o f H R A  co n tr ib u t io n  from  in d iv id u a l em p lo y e r ’ ’ave rage em p lo ye e

c om p e n s a tio n ”  to the average com pensa tio n fo r a ll p la n p a r t ic ip a n ts  i f  d e te rm in a tio n  is m ade 
th is d is q u a li f ie s  p lan (A S  39 .30 .37 0 ).

E x p la n a tio n : The H R A  is a c tu a lly  a p la n b y its e lf . T he IRS ru le s in d ic a te  
tha t wages are no t a c tu a lly  supposed to be a base fo r the 
bene fits and tha t a ll p la n p a r t ic ip a n ts  m us t re ce iv e the sam e 
be ne fit. I t w o u ld  be m o re b e n e f ic ia l to the D iv is io n  and
p ro b a b ly  to em p lo ye es i f  the ave rage w e re supposed to be a

s y s tem -w id e ave rage ra th e r than an in d iv id u a l em p lo y e r
average.
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Cosmetic Changes

1 Repea l d u p l ic a t iv e  A S  39 .35 .050 w h ic h  p ro v id e s fo r the C om m is s io n e r to a p p o in t an

a d m in is t ra to r . T h is  is addressed in new A S  39 .3 5 .0 0 3 .

E x p la n a t io n : T h is was a d ra f t in g  e rro r.

2 C hange e l ig ib i l i t y  fo r re im b u rsem en t fro m  the H R A  to “ Pe rsons w ho m ee t the e l ig i t l i t y  

re q u irem e n ts o f  A S  14 .25 .470 o r [A N D ] A S  3 9 .3 5 .8 7 0 ..

E x p la n a t io n : F rom  L a w ’ s ana lys is “ i t is u n l ik e ly  th a t the le g is la tu re  in te n ded 
tha t a m em be r be e lig ib le  fo r re tirem e n t and m ed ic a l b e n e fits 

un de r b o th TP>.S and P E R S in  o rd e r to be e l i g i b ' ' fo r H R A  

b e n e fits .”

3 D e le te re q u ire m e n t to d is tr ib u te  in d iv id u a l a c co u n t ba la nces o f  less than S1 ,000 (A S  

1 4 .2 5 .4 4 0 (a ) (5 ) and A S  3 9 .3 5 .8 4 0 (a ) (5 ) ) .

E x p la n a t io n : The D iv is io n ’ s C FO  w o u ld  p re fe r th is language be rem o ve d to
c o n fo rm  w ith  changes m ade in  2004 th a t e lim in a te d  a
re q u irem e n t to re fu n d  m in im u m  ba lances un de r the D B  p lans.

■
Oj Imuaro
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A l a s k a  S t a t e  L e g i s l a t u r e
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C o m m i n e e  n a m e
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A l a s k a  S t a t e  L e g i s l a t u r e

P l e a s e  e n i e r  in t o  (he r e c o r d  m y  t e s t i m o n y  10 th e

S t )  3 -3 7
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C o m m i t t e e  on
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A l a s k a  S t a t e  L e g i s l a t u r e

'  _ > ._ t  7 . .  ' 7 7 r ~  3 3  .
P l e a s e  e n t e r  in t o  the r e c o r d  m y  t e s t i m o n y  to  t h e __________________

C o m m i t t e e  on o £ >  3 - ° P

C o m m i t t e e  n a m e  
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7  s 6 > 3 7 3 // IJ :cA
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A l a s k a  S t a t e  L e g i s l a t u r e
tsm .w t

P l e a s e  e n t e r  in to  the r e c o r d  m y  t e s t i m o n y  to  the

S t ?  a ' sC o m m i t t e e  o n

C o m m i t l e e  n a m e

7 / 2  s h i pd a t e d ___
B i l l / S u b j e c t

^ * - v j ) P ^ A A

u )
J&La ~

IfUcfLr UViW k&W  i

/ U f k o T i A T ^ ' A - '  u X * c k  P l O F  f c  W i t  

p A ' U -  I D  t  A S c O T  V  r s ^ t c  S S S y c t

Sicned:
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R e p r e s e n t i n g  ( O p t i o n a l )

A d d r e s s
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A l a s k a  S t a t e  L e g i s l a t u r e

P l e a s e  e n t e r  in t o  the  r e c o r d  m y  t e s t i m o n y  to t h e

S t  3 3 7

O U v i P .  S  W s 3^3

C o m m i n e e  on

C o m n r -:e e  n a m e

d a t e d .
B i l l / S u b j e c t

cr_ / / /  A c s M

7  ( k  CLOU

S i g h e d :  i l l  P Y  \
T es t i f i e r
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R e p r e s e n t i n g  ( O p t i o n a l )
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A  l a s k a  S t a t e  L e g i s l a t u r e

P l e a s e  e n t e r  in to  the  r e c o r d  m y  t e s t i m o n y  to the
C o m m i t t e e  n a m e

C o m m i t t e e  on
B i l l / S u b j e c t

( /W f4 S

T c s t i l i e r

Phone numbrei



A l a s k a  S t a t e  L e g i s l a t u r e

P l e a s e  e n i e r  in t o  the  r e c o r d  m y  t e s t i m o n y  to the

S t )  P t FC o m m i t t e e  on
B i l l / S u b j e c t

C o m m i t t e e  n a m e  

 , d a t e d ____

A

S i e n e d :

R e p r e s e n t i n g  ( O p t i o n a l )
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P h o n e  n u m b e r



A l a s k a  S t a t e  L e g i s l a t u r e
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A l a s k a  S t a t e  L e g i s l a t u r e
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A l a s k a  S t a t e  L e g i s l a t u r e
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C o m m i t t e e  n a m e
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A l a s k a  S t a t e  L e g i s l a t u r e
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A l a s k a  S t a t e  L e g i s l a t u r e
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A l a s k a  S t a t e  L e g i s l a t u r e
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A l a s k a  S t a t e  L e g i s l a t u r e

P l e a s e  e n t e r  in to  the r e c o r d  n iv  t e s t i m o n y  to  the

B i l l / S u o j e c t
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C o m m i t t e e  n a m e  
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A l a s k a  S t a t e  L e g i s l a t u r e

P l e a s e  e n t e r  i n t o  th e  r e c o r d  m y  t e s t i m o n y  to the
S 3

C o m m i t t e e  on

C o m m i t t e e  n a m e  

, d a t e d ___________
B i l l / S u b j e c t

s v f f x n A  S f t S ' O  ^ U - c L  
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A p ril 24, 2006

T h e  H o n o r a b l e  L y d a  G r e e n  
S t a t e  C a |  i tol  
J u n e a u .  A K 9 0 801

D e a r  S< n a t o r  G r e e n :

1 w r i t e  t o d a y  in s u p p o r t  o f  S B  2 9 3 .  I a m  a  m e m b e r  o f l . o c a l  6 1 3 6  a n d  o u r  o r g a n i z a t i o n  
s u p p o r t s  t h i s  bi l l .

I a m  n e a r i n g  r e t i r e m e n t  a g e  a n d  w o u l d  v e r y  m u c h  l i ke  to s e e  m y  e m p l o y m e n t  w i t h  th e  
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S tC o m m i i t e e  o n Bill/Subject

C o m m i n e e  n a m e

dated j j ^ QL

S ie h e d ;

estif

R e p r e s e n n n g  ( O p t i o n a l )
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A l a s k a  S t a t e  L e g i s l a t u r e

<AXAj
Please enter into the record my testimony to th e . 

Committee o n  ^  ^ ______
Bill/Subject

Njcrb m

S t K f l X t  A f w ;
ie

p H  f a  ■

Commitlee name 

dated ,

A \ f i f 0

\fje o d .

Siyhed: fkiiiWv.
Testifier

r t N S f o
Represen ting  (Optional)

Address

Phone number



A l a s k a  S t a t e  L e g i s l a t u r e
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R e p r e s e n t i n g  ( O p t i o n a l )
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Alaska State Legislature
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Commitlee name

_  C S f e  doled ' ° 6Committee o n ______— )  QJiea---------- ---------------------------------------
Bill/Subject
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Q u P t i - i F i b  ? & > f t 5 5 / d > A ' g . u S  " T t f 2 _ T f % ( L  ^  s ^ s T t H . ^ L I < -
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3 S 7 - f 3 9 6 ________________________________________________________________ _____________________________________________
P h o n e  n u m b e i



Alaska State Legislature
\ v

Please enter into the record my testimony to the
Committee ’ me

Committee on ^ 3  _________________________dated / 1 & / C  2
Bill/Subject

& (j2.C P4-C 4ry-\ "&> T T C c
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p  y ^ u t L .

& \ j j  U p  Ia m J ^ o v A  t f j a m y ,
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Representing (Optional)
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Alaska State Legislature

Please enter into the record inv tes tim ony to the
VV^_S

Comm ittee on

C om m ittee  name
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y f c  7 / 3  3 .  / i d

'Li  H I  M i A  d ; r 4 p d > i < f  ^  S / 5  S p /
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Alaska State Legislature

Please enier into the record my testimony to the
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Com m ittee  name 

 , dated
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Representing (Optional)
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3 1 ----------------------------------------------------------------------------------------------
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Alaska State Legislature

Please enter into the record my testim ony to the

G ? >  3 ^Com m ittee on
Bill/Subject

C om m ittee  name 
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1  K g 'A /  - u o lL
ifa fa U L . &  \C nouur\ a b o i t f  A c?  e &  \Pl m 
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Alaska State Legislature
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Bill/Subject
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L c t t ^  ,*S V -^ v o iO n  c J o o d t  U x ^ l J  ) 4  I i f Y p o ~ x J r 5  C ^ r r ^ j h  ■*- 
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Testifier
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Representing (Optional)

PO / S t ? / . H / c m f-  f t  1C  ° f \L } ± S  
Address
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Alaska State Legislature

Please en ter into the record my testim ony to the
K c t U  ' 5 ' V o ^ .

C om m ittee  on

Com m ittee name 

dated. d p r ' A ,  ^ 4 -  P c o U >
Bill/Subject

X  Lo© uAd U X e V o S u jp p o fV  Ad Sfo <Xq 3
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Sis?hed:
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Representing (Optional)
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Alaska State Legislature

'  O S - K . « VPlease enter into the record my testim ony to the
C om m ittee  name

Com m itlee o n  -—A  ______________________________ , d a ted_______
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Sighed: { / I y '  ^  )t^A t~ ^~ L *
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Alaska State Legislature

Please enter ;nto the record my testim ony to t h e -----------------------------------------------------------------------------------------
Comm ittee name

C om m inee  on G  f t   ,  d a . e d ,  ifa JU-----------------------
Bill/Subject
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Address
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Alaska State Legislature

Please en ier  into the record my testimony to the

Com m ittee on

C om m ittee  name 

dated__________
Bill/Subject

' P i  i f / U S C  / T  K u  1 7 1 /1  T H *  S ’/ l ' t f S J
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Testifier
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Representing (Optional)
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Alaska State Legislature

Please enter into the record my testimony to the
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S S S  ' A ? t 7 vv '
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■ S s J -
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Alaska State Legislature

Please enter into the record m y  testim ony to t h e ------------------------
C om m ittee  name

C om m ittee o n _•— ------------------------------------------------------,, dated------------------------------------------------
Bill/Subject

U 4  & j u l cW a ‘< d u i U J . o A v t  M x c u ^ y
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Alaska State Legislature

Please enter into the record my testim ony to t h e ------------------------
C om m ittee  name

Comm ittee o n _______ — ^   ,, da ted---------------
Bill/Subject
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Alaska State Legislature

Please enter into the record my testim ony to the

S t )  3 * ° ^

Com m ittee name

Comm ittee on
Bill/Subject
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Representing (Optional)
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Alaska State Legislature
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Com m ittee  name

Com m ittee o n _______ — ^   •> dated---------------------------------------
Bill/Subject
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Z ^ / e r f
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Alaska State Legislature

Please enter inio the record my testim ony to the

S  t >  ______Com m ittee on
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dated__________
Bill/Subject
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dated.
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Testifier

Represeniing (Optional)
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Alaska State Legislature

Please enter into the record my testim ony to the

S  t)Comm ittee on
Bill/Subject

C om m ittee  name 
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