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OUSE COMMITTEE REPO 

(11) 
Date Referred to Committee: March 23, 2015 FURTHER REFERRALS: 

Date of Committee Action: CL\., Ql.t; ' 'd-0 I< 
The FINANCE Committee considered: HB 135 

HOUSE BILL NO. 135 
"An Act establishing a Roth contribution program for the public employees' deferred compensation program; 
and providing for an effective date." 

HB 135-PUBLIC EMPLOYEE ROTH CONTRIBUTIONS 

Recommends it be replaced with [ ] HCS or [ ] CS for ______________ ( ) 
For Senate Bills with new title: f J Technical Title f J New Title: HCR___ [ ] Same Title [ ] New Title 

( ] attach amendments 
( ] add new referral to _____ Committee 
[ ] Letter of Intent Committee 
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Fiscal Note 
State of Alaska 

2015 Legislative Session 

Identifier: DOA-DRB-02-17-15 

Title : PUBLIC EMPLOYEE ROTH CONTRIBUTIONS 

Sponsor: RLS BY REQUEST OF THE GOVERNOR 

Requester: Rules by Request of the Governor 

Expenditures/Revenues 

Bill Version: 

Fiscal Note Number: 

(H) Publish Date: 

HB 135 

3/4/2015 

Department: Department of Administration 

Appropriation: Centralized Administrative Services 

Allocation: Retirement and Benefits 

0MB Component Number: 64 

I,. ..... , ..... . I uo, ........ , '''"' ........ ,,.., .. .,, ....,, ...... ._, ,.,., ... ,,...,, 1 ... ,.,...,..,.., ,._,u,...,, -.--.-,._..., ,,...,.,...,..,. ._....,,_.-.--.- , .. ·----· ·-- -· _ _.,. .... ,..., 
Included in 

FY2016 Governor's 
Appropriation FY2016 Out-Year Cost Estimates 

OPERA TING EXPENDITURES 
Personal Services 
Travel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 

Fund Source (Operating Only) ,~~;a~ I 
Positions 
Full-time 
Part-time 
_Temporary 

l Change in Revenues 

Requested Request 
FY 2016 FY 2016 

0.0 0.0 

o.o I o.oJ 

FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 

0.0 0.0 0.0 0.0 0.0 

o.oJ o.oJ o.o I o.oJ o.o I 

Estimated SUPPLEMENTAL (FY2015) cost: 0.0 (separate supplemental appropriation required) 
{discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2016) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? No 
If yes, by what date are the regulations to be adopted, amended or repealed? 

Why this fiscal note differs from previous version: 
[ Initial fiscal note 

Prepared By: Kathy Lea, Chief Pension Officer Phone: 

Division: Retirement and Benefits Date: 
Approved By: Sheldon Fisher, Commissioner Date: 

Agency: Department of Administration 
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(907)465-4460 

02/17/2015 10:00 AM 
02/17/15 

Control Code: Ghhla 



FISCAL NOTE ANALYSIS HB 135 - Fiscal Note 1 

ST A TE OF ALASKA 
2015 LEGISLATIVE SESSION 

Analysis 

This bill adds a post-tax Roth investment option to the public employees' deferred compensation plan. Participants of the 
plan have requested this option to provide them with investment diversification. Participation in the plan is voluntary and 

all expenses associated with participation are borne by the participant. 

No cost accrues to the State of Alaska therefore the Division of Retirement and Benefits submits a zero fiscal note. 

(Revised 10130/2014 0MB) Page 2 of 2 
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STATE CAPITOL 
P.O. Box 110001 

luneau, AK 9981 1-000 I 
907-465-3500 

fax: 907-465-3532 

March 3, 2015 

The Honorable Mike Chenault 
Speaker of the House 
Alaska State Legislature 
State Capitol, Room 208 
Juneau, AK 99801-1182 

Dear Speaker Chenault: 

Governor Bill Walker 
STATE OF ALASKA 

550 West Seventh Avenue, Suite I 700 
Anchorage, AK 9950 I 

907-269-7450 
fax 907-269-7461 

www.Gov.Alaska.Gov 
Governor@Alaska.Gov 

Under the authority of Article III, Section 18 of the Alaska Constitution, I am transmitting a bill 
relating to the establishment of a Roth contribution program for the public employees" deferred 
compensation program. 

Currently, AS 39.45.050 only allows deferred tax contributions to be made on behalf of participating 
employees under the public employees' deferred compensation program (program). Deferred 
contributions are contributions that are not taxed until the participating employee begins receiving 
benefits under the program. The bill would allow Roth contributions in addition to deferred tax 
contributions. Roth contributions are contributions made post-tax, thereby eliminating the tax 
liability at the time of retirement 

I urge your prompt and favorable action on this measure. 

Sincerely, 

,Z~,4/~ 
· Bill Walker 
Governor 

Enclosure 



HB 135 - PUBLIC EMPLOYEE ROTH CONTRIBUTIONS 
Sectional Analysis by the Department of Administration 

Section 1. AS 39.45.050 is repealed and reenacted to provide for a post-tax Roth investment option 
in the public employees' deferred compensation plan and clarifies that state and federal 
income tax is not deferred under this option. The section establishes if no positive election 
is made for a Roth investment, contributions will be deemed to be on a pre-tax basis. This 
allows the pre-tax target date options to continue as the default option for the plan if the 
member makes no investment election. The section establishes dollar limitations in 
accordance with Internal Revenue Code rules and allows the Administrator of the plan to 
establish rules and procedures governing the election process by participating employees. 

Section 2. AS 39.45.060 adds a definition of "Roth" contributions to have the meaning under 26 
U.S.C. 402A(c) 

Section 3. Establishes an effective date of July 1, 2015. 

Updated 03/04/2015 Page 1 of 1 



Alaska Department of Administration 

Roth 457 FAQs 

What is a Roth 457 option? 
. The Roth 457 option for governmental deferred compensation plans was authorized by Congress 
effective January 1, 2011 . A Roth 457 is not a Roth IRA. Neither is a Roth 457 a separate plan; 
it is simply a way for employees to control the taxation of their deferred wages when they are 
disbursed in the future. This option allows employees to elect after tax salary deferrals into a 
Roth option. Roth elective deferrals are accounted for separately from the pre-tax contributions 
made to the plan. Distributions from the Roth 457 are tax free if the contributions have been in 
the Roth elective deferral account for at least 5 years and the participant is at least 59 ½. 

Why are we adding a Roth 457 option? 
The Division of Retirement and Benefits has been. contacted by employees participating in the 
Alaska Deferred Compensation Plan (DCP) requesting a Roth 457 option. For some employees, 
it might make sense to pay taxes on the DCP contributions now, rather than when money is 
withdrawn at retireinent. Employees who would benefit are: 

• Employee who expect either their pay or tax rate to increase substantially over time. 
Being taxed at a lower rate today may be a better option. 

• Employees who expect to have relatively higher plan account investment earnings or to 
otherwise end up with a higher amount of money set aside for retirement, may benefit 
from paying taxes up front or just having a pool of tax-free money to draw on in the 
future. 

• Younger employees who have a longer retirement horizon and more time to accumulate 
tax-free earnings under a Roth 457. 

• Older employees who may want to leave tax-free money to their heirs in the future. 

• Employees may want the option of not taking required withdrawals at age 70 ½ by rolling 
their Roth 457 to a Roth IRA. 

The addition of a Roth 457 option gives employees more flexibility to save for retirement and 
provides control over when contributions, and retirement income, will be subject to federal 
income tax. 

Why do we need legislation? 
Current Alaska Statutes 39.45.050 allows only for tax deferred contributions into the plan. The 
statute needs to be amended to allow acceptance of post-tax Roth contributions in the DCP. 

Additional Questions? Call the Division of Retirement and Benefits at (800) 821-225 I 



Can employees contribute to both pre-tax and Roth 457 post-tax basis at the 
same time? 
Yes, but the Roth 457 contributions count towards the IRS limitations on deferred compensation 
contributions. Roth 457 contributions can either replace or complement traditional pre-tax 
contributions subject to the IRS limits of $17,500 per year. 

Once contributions are made to the Roth 457, can they be moved to the pre­
tax account? 
No. There can be no mixing of the two types of contributions. 

Does this affect an employee's ability to contribute to a Roth IRA? 
· No. Contributions to a Roth 457 have no effect on contributions to a Roth IRA. · 

Is there a special fund the Roth 457 contributions are invested? 
No. Employees may invest Roth 457 contributions in any of the present fund options available 
in the Alaska Deferred Compensation Plan. 

Are there special withdrawal options for the Roth 457 contributions? 
No. The disbursement options remain the same for Roth 457 contributions. Earnings on the 
Roth 457 contributions will not be subject to taxation, however, if the employee is at least age 59 
½ and has held the Roth 457 account for 5 years or more. 

Additional Questions? Call the Division of Retirement and Benefits at (800) 821-2251 




