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I sincerely support and recommend to this committee that the proposed
legislation be favorably recommended out of the Commerce Committee for

further and hopefully favorable action by the State Senate.

Respectfully_submitted,

M y

on R. McDe/mott

AN AUSKA IN'E'INATICML .NOOGTHFZC C' VPANi



By way of identification for the record 1 am James M. Dodson Jr.
Exective Director of the Alaska Air Carriers Association. 1 will be
very brief. At our justly concluded convention here the last v/eek

in February, our full membership voted unanimously on the floor,
after considerable disgustion during the board and the membership
meetings, to support this concept of the Department of Transportation

the State of Alaska.

This 1is the present bill before us. We found that this concept, of
this organization, probably will serve us, the end user of aviation
facilities in general, primarily to a good degree. We, a: you know
have had problems with the proposals in the past and find that this
concept of organization is probably in the interests of the state.
We can support it and we v/ord for passage. We have heard that this
House Bill 63 has come out of the committee substitute for the
committee substitute be adopted. I will point out just for the
record also who the Alaska Air Carriers Association is representing.
They represent primarily what is commonly known as the Air Taxi
Operators, Contract Carriers, Helicopters and smaller operators.

We are not speaking for the Tfive operators of the large jet

equipment, they are not our members.

There 1is one question that | have in reguarding this committee
substitute in one place and this is more of a question to anyone

who can answer it than a comment from us because | don"t know how

to take it. | don"t believe that this was in the bill that came down
from the Govenor®s office originally. On Sec. 10.15.205, approval

required for airport construction:



A. No person may construct, reconstruct, relocate or extend
an airport, airstrip or private air facility without first
obtaining the written approval of the Commissioner of

Transportation as provided by regulation.

The original wordage as you will see there included in there within

two miles of a Federal Lane Highway or proposed Federal Lane Highway -
What I would really like to know is why we are deleting this and
requiring approval by the Commissioner of Transportation for all
airstrip construction and 1 am wondering also if someone could answer
this? We are getting into a hypothetical case, of myself for instance
who may want to construct a small airstrip on my homestead totally on
my own private land is going to have to get the approval of the
Commissioner of Transportation to put in that airstrip-ldon®t believe
that that is necessarilly proper perhaps 1°m wrong and you were talking

about something else.

Senator Kertulla Commissioner Harris do you wish to --

Comm. Harris I don"t have the section in mind right at this time but there
is a section in the bill that uses the old language that is existing
here today. This section proposes to strike. It is that pertaining

amendment section. If 1 might go on

SenutoV*. Kertulla Go back and see if he does fore-close the question.

i
Janies M. Dodson If 1 am speaking correctly that is Sec. 19 which 1is on page 14,

Sec. 19.20.090 Highway Construction Near Airports
No person may construct, reconstruct, relocate or extend a Federal
Lane Highway within two miles of an airport, airstrip or public
air facility without first obtaining the written approval of the

Commissioner of Transportation.
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Perhaps | am there. It seems inconsistent to me to take out this
Language and ther still include it here under the highway center.
This is merely a technical thing. It does bring up when you look at
it like that a question that | just wanted to bring up.

However, in conclusion the Alaska Air Carriers Association does
Asupport this bill. We urge its adoption and its approval and we
know that we could probable have a much better situation than our

transportation facility needs and currently exists/
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March 16, 1976

Honorable Jalmar M. Kerttula
Chairman, Senate Commerce Committee
Alaska State Legislature

Pouch V - State Capitol

Juneau, Alaska 99811

Dear Senator Kerttula:

Please find attached the fiscal note for Senate
Committee Substitute for Committee Substitute for House
Bill 63 which creates a rapartment of Transportation. This
fiscal note was prepared by the Department of Administration
in cooperation with the Departments of Public Works and
Highways.

Please do not hesitate to call if | can be of any further
assistance in this matter.

Commissioner

ASW/mj c
Attachment

- Ile
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FISCAL NOTE

Second Session - Ninth Legislature
I. REQUEST
Bill No. SCS CS HB 63
Title: Department of Transportation
Requested by: Date:
Return Date Requested:
Agency: Administration Program: Budget & Management
I1. FISCAL DETAIL All Transportation BRU"s plus seven General

Budget Request Unifc(s) AfTected: Government BRU"s

A. EXPENDITURES: (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY 81
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
tJ00 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL “o- “o- o _o- _o-

B. FUNDING: (Thousands of dollars)

GENERAL FUND _0- -0- ~0- 0 0
FEDERAL FUNDS n- -0- -0- -0- 0-
OTHER -0- -0- -0- -0- -0-

C. POSITIONS:

0 070 0/ 0 1 0/0 0/
/ / 1 7/ /

PERMANENT /TEMPORAPR.Y / 1 0

/
MAN MONTHS (P./T.) / 1/

I11. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

Analysis on separate attachment.

IV. ATTACHMENTS

DATE PREPARED BY
COMMISSIONER OF ADMINISTRATION

Original: Legislative Finance
cc: Budget, and flnnagriivnl
Prime Sponsor (First. Legislator Naned)



[T1. ANALYSIS

The fiscal detail indicated above is based on an incremental analysis

for administration, maintenance and operation, planning, design, and
construction activities but does not attempt to net out any costs
associated with possible delays in these activities that might occur due
to reorganization and employee resistance. It seems probable that some
difficulties will occur due to unclear delineation of responsibility,
altered SOP %, and employee resistance to change. The most probabilistic
occurrence would be sporadic delays in construction of transportation -
projects. This fiscal note provides for all activites in the existing
Department of Public Works and the Department of Highways except for the
building maintenance function in the Division of Buildings.

It is assumed that establishment of a Department of Transportation would
result in better transportation planning and hence, a more efficient use
of State resources (funds) for transportation purposes. Long-term

savings should be expected to accrue due to commitment of funds to an
optimal transportation mode for a given situation (heretofore unheard-

of) and a life cycle cost methodology that would lower maintenance and
operations costs as well as user costs and costs associated with degra—
dation of the quality of life. The concept of division of responsibili—
ties — DOT with planning, maintenance, and operation with Department of
Public Works having design and construction - provides a system of

checks and balances that will not only insure a closer adherence to the
various published transportation construction programs but should also
abolish the proverbial buck-passing that occurs when a facility fails.
Although it appears certain that these effects will result in substan—
tial long-term savings, there is insufficient experience with the proposal
to make it possible to quantitatively estimate the value of these benefits.

Several substantial assumptions were made in the above fiscal detail:

1. That work loads will not change appreciably for either the budgeted
administrative, maintenance and operations personnel or for the
non-budgeted capital improvement positions. This assumption is
necessary in order to make comparisons between the existing and
proposed organizations.

2. That without increased work loads, the only increases in number of
positions that could be justified would be for new duties, increased
emphasis on certain duties, or alleged duplication of effort caused
by the split Department of Transportation concept. Since it appears
clear that the intent of this bill is to enhance the planning
effort in the transportation sector, it would be logical to expect
some increase in positions in this area. However, since there are
already approximately two hundred existing positions in the two
departments that can be identified within the broad area of transpor—
tation planning, it seems unreasonable to expect increases in the
number of positions for this purpose. There will have to be an
increased number of positions for the internal audit function for
both departments. However, this number is relatively small and can
probably be supported by reclassifying some existing operating
positions whose function or responsibility has been deleted by the
reorganization. The only other increases that appear warranted are



also small: a few addition CIP positions will probably be needed

in design review and in planning coordination between the two
departments. However, with the substantial number of CIP positions
that are either sporadically unfilled or constantly vacant, it
would appear that the latter small increase in staffing requirements
could be handled without establishing additional new positions.

That reclassification of positions that are either transferred to
new sections or given new duties will not require additional State
funds — that is, that costs incurred due to upward reclassifications
will equal, savings resulting from downward reclassifications.

That net effect of various PCN transfers will be zero. Although a
feu individual positions wHI_mewtab_lK be transferred to new
locations it is felt that positions with similar duties and pay
ranges will be available, either as transferred positions from
another'location or existing positions, so that the actual number
of employees that will have to physically change duty stations will
be negligible. Hence, no funds have been requested to pay employee
relocation expense.

That n additional administration and support positions w.ill be
necessary with the transfer of the Building Maintenance BRU to the
Department of Administration.
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DEPARTMENT OF PUBLIC WORKS
ORGANIZATIONAL CHAAT

INTERNAL REVIEW
CLAIMS REVIEW __

COMMISSIONER . ADMINISTRATIVE SERVICES OFFICER
INFORMATION & EEO OFFICER Fiscal
DEPUTY COMMISSIONER
'Personnel
Payroll

Procurement & Property
Co.ytTaAcn, orF/ctf*.

PROCUREMENT POLICY OFFICE DIV OF PROJECT PLANNING DIV OF CONSTRUCTION/
& DESIGN WARRANTY
Admin Policy Highv/ays
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Buildings Airports
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EMORANDUM State of Alaska

Honorable Jay S. Harmond date: January 29, 197G

Governor
FILE NO.

TELEPHONE NO:

Donal d Harri s, Conriissioner subject: Dapartmp.-"cf Transportation
Department of Public Murks

Reference is made to Hr. Preston®"s memorandum of January ?.C cutlininn the
roccirji”ndacions of the POT working group cn establishment of tills Department.
I have recommended that the design and construction functions of all trans—
portation facilities be established under a Department of Public "dorks with
planning, maintenance and operation assigned to the nevw/ Department of lrons-
qorcaticn.

Mr, Preston has fairly described the principal weaknesses of this concept,
This arrangement would make ccrrwsnication and cor.rdination between related
functions more difficult since it would cress departmental as opposed to

divisional lines.

My principal reason for recommending this division of authority is that it
results in better balance beeweon major state departments. The most fre—
quently hoard criticism of the DOT concept is the lae-tricuda of its eras of
responsibility and authority and f/ridency toward inefficiency and unrespeisi™>®m-
ness inherent in such a concentration of power.

I know of no way to quantitatively compare the inefficiencies which would
result from my propose! vs. tiie consolidated DOT concept, hut it js my belle
that the former represents the lesser of evils.

This than becomes a rather negative approach a;:i raises the question as to
whether there is some other alternative to solving past pro!)lons that minimi tee
the risk of creating new ones of equal or greater r-rgnitude. i think tnpr* may
be.

Vi2 are in agreement on the foilcv;ing:

1. Intomodal transportation plan is mandatory.

2- Eccnomy and efficiency of operation is a desirable goal.

3. Effected department: cculd stand soma improvements.
Par! Zps the principal obiecciZac cf 2 COT can bo achieved by simply strvngtr.m-
ing Ffii'l Gv-ar.uir.c the ola.inhn function in the Division of Pl,mi".im wn:!:* the
Governor, ..eirL.iumc ft.1)Sic and Highways more or less in tl.vir aresant

form with addy: emphasis nn iurro departmental coajwrcciur. and onordinaci .n \1i
.e.roes of ovivlc.ml function.

KS1SBEBS58FF1SB8SMSBKKBSBSBBS8S8BSaBVHTHEE HNAHINK 1 BHAV H B8\ ftBaSHioMtiiB/B3aBBBiiaHai— Maun & n nw Enw



Honorable Jay S. Iteisnond - 2 - January 2D, 1375

The tread among tie states towards DOTs says nothing about what is right for
Alaska, llic.iw.v/s dar.inates the transportation picture to a far greater
out:;':; 'outside' than hero. ‘'.any states do not have marine transportation.
SO'e Jo cot oven neve an aero leutics or aviation organization within their
state govern-..- ,t. In no ot inr sfcs.n do.-s -air transportation assume such
relative inportanca. "ozt states own and cm rate f.w if sav airacrts.
Therefom, tie est:blis.vre.ut of :0Ts in ctner states,in addition to achieving
cocr-iiaate-i yla.t.ni.is, typically re/riser.ts tie logical alternative to r.-ain-
tainiiitj equivalent departments for grossly cisorooortion-nte programs. That
is not the case nere. Transportation modes presently within Public Works
are of sufficient importance to require substantialcontinuous programs
making the maintenance of tie separata specialized staffing practical and

efficient. If the work force is specialized in a.certain node and tailored
to the work load;, no efficiency will be gained by consolidation with ot.ier
modes.

In assessing the potential benefits of DOT consolidation, the differences
between the various nodes becomes a limiting factor that needs to be recognized.
The most important differences include:

. Distinct and different federal grant programs. Even though FAA and FHWA
are within the same federal DOT, there is no comonality in grant policies
and procedures, design and construction specifications, etc. The paper
work is a significant part of project development and requirements change
continuously. Inefficiency would result in trying to stay abreast of
both programs.

2. Marine Transportation and Aviation encompass an operational or management
function while highways does not. For example, Airports take on many of
the aspects of small cities including utility systems, leasirw. land use
control, off-sit-e zoning, fire suppression, security, etc. Over two-thirds
of the active cut-grants are at airports other than Anchorage and Fairbanks
so this characteristic is not lini ted to only large airports. This generates
a need for day to day administrative, fiscal rend onginearing support of
the management function in addition to routine maintenance which does not
lend itself to the functional organization contemplated within a DOT.
"Outside" DO:s do not have this problem because they do not typically own
or operate airports or ferry, systems.

A measure of the effectiveness or responsiveness of an organizational structure
is its ability to naudle routine communications with other departments or the
public. Tive bulk of inquiries directed to Public Works concern a single fa-
cility; a given dock, building, airport, etc. Such.inquiries frequently cut
across several areas of responsibility within a division and a timely, com-
prehensive response requires a coordinated effort. For example, a typical letter
on on airport night complain about ruts on the runway, inquire into a lease and
check on the status of a new lighting system. A response requires coordination
hetween maintenance and operations, :easing and engineering. When these functions
are all under one roof in the same division, ties situation is manageable. [If
compiling a response required coordination between functional-divisions or even
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departments, it bacons a problem. Such 1inquiries numberln the hundreds, and
organization along nvodal lines is riora able to be responsive.

These are just a few cf tha considerations which raiso doubts as to the viabili
of a DOT organized along functional lines. The experience of oti-arshar. Ir.ii<

Value 1in passing judgment on this, if organization aln ie runcticua! nn?s”»
impractical, a DOT .essentially eeco-ies a mans o, g..iuin r eelmniiv a- -

expense of the addition of another laver or administrationand a le;ger, le”s
efficient less responsive governmental unit.

We sugnast* that the transfers and assignments agreed upon by a consensus go
ahead at this .time and that the DOT formulation be considered on a step-by-step

basis with at least one ye3r of continued operation of the Department of
Highways and the Department of Public Works.
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"MEMORANDUM

T0:

from.

State of Alaska

Jay S. Hammond January ?o0, 1 "©
Governor

Avrum wmd Gross TELEPHONE NO:

Attorney General .by: r* >

Ray C. Presoon SUBJECT: Recomoonoat\ons of the

Depart .Tient of Transportation
Task Force

Assistant Attorney General

This memorandum is to advise of the final conclusions and legis—
lative recommendations of the department of transportation working
group chaired by Commissioner Parker. These recommendations have
been reached through a succession of five meetings of the group,
study of a number of draft bill proposals, and DOT bills of prior
years. An outline description follows of the substance of the bill
which would embody these recommendations. While there has been

a solid consensus established on most issues, however, there are
two important issues where in one a strong dissent exists and 1in
the other simply a lack of consensus. These tv/o issues will be
treated first.

(1) DESIGN AND CONSTRUCTION FUNCTIONS

At the outset and throughout the several meetings of this study

group. There has been an issue as to whether the design and
construction functions of transportation facilities should be
separated out of the new department and placed in the department;

of pubic works. Here the functional concept is that basic s 1idy,
planning, and preliminary design would take place within the new
department but that final design engineering and then construction
itself wouid be the responsibility of the department of public

works. Maintenance and operations of completed and existing facilitie
however, would again be with the new department.

On this 1issue, the working group has reached a consensus and
recommends that the designana construction functions should not

be segregated and placed within public works. T.ne essential
rationale against such a segregation follows. However, it should
be noted that a strong dissent to this recommendation has been

made by the Commissioner and Deputy Commissioner of public works.
Attached hereto are arguments of public works 1in support of placing
the design and construction functions within that department.

One of the most cogent reasons against such a separation is that it

is -inconsistant with the basic reasons for creating a new department
in the first place. Where the justification and aim of a new depart—
ment is toward better coordinated anu more efficient transportation
planning and construction, it would appear that legislating con—
solidation whil separating out the design and construction functions
is somewhat In the nature of sleight-of-hand. Further, it also
appears that the design process is so closely connected with the
planning process, and the construction phase with tire design
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function, that whatever inefficiencies may have existed in the

past through segregation by transportation modes would be replaced
by an internodal concept which may not fit together in the end.
Design and construction engineers should have a continuing dialogue
with initial planners and with maintenance and operations personnel
They do ir. fact depend on each other. Severing the design and
construction functions can only hinder the dialogue. Still further
it would appear that a certain amount of cuplicious effort could
not be avoided if the very middle of the whole process was separate
into another department.

The same essential point might be amplified by considering some

of the present touchstones of the transportation process. Environ—
mental j economic and social considerations are now locked inuo the
very beginning of planning any significant addition or alteration

of the existing transportation system. Opportunity for scrutiny
by the general public and interested persons is not only encouraged
but required. Particular and important considerations which

spring from these sources and which underly a final planning
scheme should not be lost in design and construction engineering.
Yet, a separation of .those functions would invite a loss of such
important factors in the actual construction of a facility.
Specifications often are changed during the construction phase.
Such changes often arise from changed conditions or unforeseen

engineering factors. Yet, they should only be allowed with the
same considerations in mind which brought about the final design
which went to bid. Otherwise the process as a whole will fail.

Thus, it is submitted tnat the design and construction *functions
are so integrally related to other identifiable parts of the whole
that state interests would not be well served by artificial seg-—
regation into a seoarate deoartment.

(2) THE ALASKA TRANSPORTATION COMMISSION.

No consensus was reached by the working group as to whether the
Alaska Transportation Commission should be shifted in any form

into the new department. Presently, the ATC 1is organizationally
within the department of commerce. Its function 1is essentially

the economic regulation of the transportation carriers within

the state. The ATC is responsible for issuing certificates of publ
convenience and necessity to both air and surface transporters and
in establishing tariffs for the carriers.

A number of alternative courses are involved and were considered
however 1in studying the 1issue:

(a) transfering the ATC intact into the new
department without any other statutory change;

(b) establishing the ATC as an independent body
apart from any department,

(©) leaving the ATC alone insofar as its organisational
placement within the execut-“e ;
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(d) any one of the above three while re-examining
and possibly reforming the structure of the ATC,
its powers and duties.

The ATC itself was consulted on these 1issues. Chairman Robert
Rocker of the commission participated in one of the group ™

eworking sessions and presented the attached memorandum. The
greatest preference of the commission members would be to establish
the commission as an independent body apart from any department. -J

At issue during study of the question was whether the functions cf
the ATC are related to the presently conceived functions of the
new department. IT indeed there is a functional relationship,
then the rationale in favor of creating a department of trans-—
portation would entail inclusion of the ATC.

m

(3) R5COHM5HDATIONS OF THE DOT WORKING GROUP

Taking DOT bills of prior sessions as a beginning point, the
working group has now examined several drafts of its own and
recommends the following provisions:

(a) Powers and Duties

The powers and duties sections would be similar
to prior bills with the powers section drafted
with an eye toward breadth and flexibility so as
not to hamper the department in performing 1its
functions.

(b) Organization

Like prior DOT bills what 1is now recommended may
initially be described as a merger of the depart-—
ment of highways with the divisions of aviation

and marine transportation of the department of
public works. Unlike prior DOT bills, however,

and unlike the bill already introduced by Senator
Kertulla, it is recommended that divisional
organization of the department be completely at

the discretion of the commissioner with the approval
of the governor. Especially since the power of
reorganization of this kind is already constitutionally
within the executive, it appears behooving not to
attempt to anticipate internal organisational

1/ During Chairman Rocker®s appearance, the issue was also raised
and discussed of possibly merging the ATC with the Public Utilities
Commission.
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considerations which may follow initial creation of
the dooartment.

(c) State Transportation Plan

Adopting most of what 1in prior bills was labeled a
""master" transportation plan, the group recommends
inclusion of a mandate toward developing a "compre—
hensive intermodal long-range transportation plan

for the state.” The plan would be revised periodically
and the department would be required to hold public
hearings in developing the plan.

(d) Public Hearings

It is the consensus of the working group that the

new department be required to provide opportunity for
public hearings at two points in time "when a new
highway or other major new state transportation
facility 1is proposed,”™ viz, at the point that a proposal
becomes a proposal so that citizens of affected
communities are informed as early as possible, and
later, when 1its merits and alternatives are fully
developed, but before any final decision is made.
Hearings would be required in affected communities
upon written request of twenty or more persons.
"Affected community"™ 1is defined as "a community 1in
which a facility would actually be located, directly
served by the Tfacility, or whose boundaries are

within fifty miles of the proposed facility."” Further
this provision of the bill would also be drafted so

as to greatly encourage involvement of the local
governing body. Here, the local government would be
given special opportunity to participate 1in the
hearings and even become the forum for the hearings.

(e) Limitations on Transportation Facilities

Again adopting essentially the same provision which

has appeared in prior DOT bills and which already exists
as a limiting factor in all federal-aid projects, the
working group recommends a mandate that no highway

or Other transportation facility may be built apo”® a
legally established wildlife or waterfowl refuge, histor
site, forest, wetland, wilderness area, public park

or critical habitat area unless "(l1) there "is no
feasible ard prudent alternative to the use of such

land as determined by the commissioner, and (2) the
corridor or facility is planned and constructed sc as

to minimize harm to the land."

(f) Other

Other parts of teh bill are merely technical and do
not require special consideration.



*

(4)  CC:-".2AHISO.1 WITH SB J (Kertulla)
J

33 9 is virbually 1identical to what has previously been introduc
as TOT bills. The largest differences between it and that now
recommended is that it would establish departmental divisions
based on transportation modes (aviation, highways, and marine
transportation), dees not contain any provision for public hear!
and would transfer the ATC intact into the new department withoc
any other structural chances.

Attachments

c.c. Walter B Parker and
members of the DOT
working group

RCP:go



COMMENTS ON ALASKA TRANSPORTATION COMMISSION®"S ROLE

IN NEW EXECUTIVE MAKEUP CONTAINING A
DEPARTMENT OF -TRANSPORTATION

Problem areas and inefficiencies in present structure with
Alaska Transportation Commission operating within the Department

Commerce.

In the past, most correspondence received
in Governor®"s office was relayed through

Commerce to the Commission for answering.
Red tape delay sometimes one to two weeks,

Personnel matters - Certain positions must
be hired through Commerce. Much delay, some
cases two months.

Adopting regulations - AS 42.07 clearly gives
the Commission the statutory authority to do
SO. In the past, it has been a battle royal
to go through the Department of Commerce.
Finally had to get assistance from Attorney
General®"s office.

Budgetary matters - Probably the area of most in—
efficiency. Presently, Commission budget requests
have to be part of Commerce Department overall
budget. Never really have opportunity to

explore long range savings through short ternm
expenditures.

Added expense of many trips to Juneau which

would not be necessary. Example: First review
budget with Commerce, then a couple of weeks
later, another trip to review .th Governor's

Budget Review Committee.

Dozens of telephone calls on matters that really
shouldn®t concern the Commerce Department if
we were independent regulatory agency.

Much confusion to the public. We get many calls
and visits from people who think we are the
Department of Commerce. Very exasperating to

them when we try to explain that Commerce is 1in
Juneau when we are listed as within the Department
of Commerce. Would probably be much worse if

we were within the Department of Transportation.

Legal opinions have had to be routed through
the Department of Commerce. Many times are very
important and once y;as delayed thirty (30) days.

o1 -



8. More red tape in travel authorization. Example:
It was determined on Saturday by Governor®s and
Attorney General®"s offices that the Commission
be present at hearing before the CAB. Had to
secure Commerce Department approval for the trip
and was delayed one-half day locating proper
authorization.

Pros and Cons with the Alaska Transportation Commission being
shifted intact to operate within the Department of Transportation

1. Cons - Same general duplication and budget
problems as being within Commerce.

2. Pros - Probably would have closer working
relationship with Divisions of Airports and
Aviation, which is needed.

3. Confusion to the public will probably exist
for awhile 1in any event. Most people don"t
know what the Commission does anyway.

Advantages of being independent agency under Section 26 or 22
of State Constitution.

1. Eliminate one general layer of government
for more efficient service to the public.

2. Present budget needs directly to Governor®"s
Budget Review Committee and the Legislature.

3. Would be functioning directly beneath Governor-®s
office and be more responsive to the Legislature.

4. Much closer cooperation with Governor®s office
in state matters before the federal agencies
such as the CAB and ICC. More and more rate
increases and route problems are arising
which deserve a unified swift response on
the part of the state.

5. Legislative proposals and testimony before
the Legislature can be better coordinated with
the Governor®"s office.



structuring areas that should be considered.

1.

Clearer stutatory distinction of duties between
the staff and the Commission, particularly when
the staff appears before the Commission as a
party in a proceeding.

In-house counsel badly needed. Part of one
Assistant Attorney General simply 1is not
sufficient to meet legal requirements of the
Commission.

Relationship of Chairman to other Commissioners.
Same pay, much more responsibility. Chairman
responsible for budget and administrative duties.
Nothing spelled out in AS 42.07 as to assignment
of work or dockets. Can be a problem.

Possibility of changing statute to reflect that
not more than two (2) Commissioners can be of
same political party. Similar to CAB, ICC and
other states. This tends to further remove
politics from the regulatory function.

Removal of a Commissioner - | feel removal should
be in the same manner as appointment and con-—
firmation.

AS 42.07.021(a) presently states that, "A
commissioner shall continue to hold office

until his successor 1is appointed and qualified.
(emphasis added) What does qualified mean?



INSTITUTE OF SOCIAL, ECONOMIC
AND GOVERNMENT RESEARCH /mm

University of Alaska
FAIRBANKS. ALASKA 59701

September 5, 1975

7 A

=)

\)

The Honorable John Sackett /
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Dear Senator Sackett:

Attached is a copy of an article bv D. Joseph Smith on
state departments of transportation. In that you sponsored
legislation concerned with this subject, 1| believe that the
article may be of- interest to you.

Mr. Smith is employed by the California legislature and is
very knowledgeable about DOT"s, having monitored their creation
while employed with the UAS. DOT. Alaska, more than any other
state, needs coordinated planning which takes advantage of the
economics of scale for different technologies. This is because
of Alaska"s reliance upon so many different modes for primary
transport in the different regions of the state. An Alaska
Department of Transportation would address this need.

espcctfully,

LloydJM. Pernela
Associate Professor of
Transportation & Public Works
LMP/dml
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by D. Joseph Sindh *

Slate Transportation

INn Transition

It is quite that in government,
industry, and society in general, many of the
institutions that served this Nation well enough
in the past do not meet the needs of today.

apparent

Transportation, because of its strong associa—

tion with technological advancement and with
the everyday needs of a changing society, has
had to be particularly sensitive in recent years
to the call for institutional change. In a super-
industrial society such as the United States:

Our choice of technologies (such as those in—

volved in transportation), in short, will decisively
shape the cultural styles of the future. . . . This
why technological questions can no longer be
answered in technological terms alone. They arc
political questions. . . . This s why we cannot
continue t make technological decisions :n the
old way. W"c cannot permit them to be made
haphazardly, independently of one anocther. We
cannot permit them to be dictated by short-run
economic considerations alone.
mit them t be made in a policy vacuum. And
we cannot casually delegate responsibility for

such decisions to businessmen, scientists, engi—

neers, or administrators who are unaware of the
profound consequences of their own actions.1

We cannot per—

into individual modes, isolated from one an—
other. This practice was uncommonly suc—
cessful, as an example, when this Nation was

“@eiting out of the mud ““in the early stages of

the highway program or needed to stimulate

the aviation mode to develop its full service

potential. In the 1970s and beyond, however,

public agencies at all levels will increasingly

need to adopt broader, more llexible methods

of operation. Public transportation agencies

are no exception.

The purpose of this article s to describe
some of the underlying forces that are causing
the state transportation "3Stablishment to under—
go some basic institutional changes, keying on
some of the changes occurring in this area. It
is suggested that these institutional changes
arc very timely in relation to the increasingly
perceived need to get a handle on the future
growth and development of our natural and
man-made environment. This is especially
true when one considers the constraints im—
posed by our limited linancial resources and
our limited natural resources such as oil and
land.

There has been a tendency in an industri—
alized nation to “functionalize””and “Special—

- . RATIONALE FOR CHANGE
ize ™most everything. In the case of transporta—

One of the most pervasive factors causing

tion, development has often been broken down

*Mr. Smith s currently Principnl Consultant to the
Assembly Committee on Transportation, Califormia State
legislature.  Previously, he was Assistant for Program
Management, OlIficc of the Deputy Under Secretary, U.S.
Department of Transportation.
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institutional change in transportation ks the
tide of urbanization that continues to sweep
the population to residences in or near urban
areas. In the census of 1970, 73.5 percent of
the population was found to be living in urban
areas. This rise in urbanization is ?epcrliv

e associated in Western nations wjui an u.
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in industrialization, which in turn necessitates

a sizeable service population of commercial

and governmental interests. This advanced

employment mix increasingly demands a trans—
portation system that includes jet air trael,

improved mass transportation service, and a

safe, efficient highway system.

More people concentrated in smaller geo—
graphic areas has meant that the complexity
involved in providing transportation services
has greatly increased; while the growth of the
relative size of our urban areas (ie.,.subur—
banization) demands a tremendously increased
need for more of all urban transportation
services. Thus our American style of urbani—
zation places a challenging and often conflict—
ing set of demands on the field of transporta—
tion. These demands dictate that these new
systems be adequately "planned and developed
as a coordinated system having as little detri—
mental cflect as possible on the existing or
planned urban fabric.

Strongly associated with the increase in the
degree of urbanization has been the impact
over the last decade of the one man, one vote
ruling of the U.S. Supreme Court. In trans—
portation, the phenomena of reapportionment
and .state government reorganization have de—
veloped support and action for improved com —
prehensive planning and development of the
state transportation system brought about by
greater representation of urban areas in the
Legislatures.

One of the issues that has caused elected
officials to be especially critical of traditional
transportation policies has been the revolution
of thought concerning the impact of transpor—
tation fecilities on the environment. The
environmental issue in transportation can be
divided into two general categories: the long-
range social, economic, aesthetic, and ecolog—
ical concerns, and tne immediate, short-range
community disruption of relocated families
and businesses. The long-range environmental
concern has been supported through a frame—
work of legislative actions such as the National
Environmental Policy Act of 1969, Section
4 (P of the "Department of Transportation
Act of 1966 am numerous other state, federal.

and local statutes. Tito administrative and

judicial implementation of these laws has in—
sured that implementing agencies must docu—
ment environmental impact for public review.

Short-range community disruption, on the

other hand, has forced many elected officials
to become directly involved in transportation

decisions. With this involvement and the

continuing impact of environmental legisla—
tion, state officials increasingly have realized

the need for more responsive transportation in—
stitutions that have an ability and mandate to
consider the broader implications of trans—
portation investment.

As States study and consider tctions on the
altematives to the traditional solutions toward
providing transportation fecilities in urban
areas, they arc finding the most promising are
various forms of public or mass transportation.
This intensified interest in public transit stems
from two increasingly obvious realities. The
first is that more highways do not always seem
to be the long-run solution to urban traffic
congestion.  Indeed, new" highway facilities
sometimes generate more traffic and ultimately
more congestion, especially where only c part
of a planned freeway network has been, im—
plemented because of social, environmental, or
economic constraints. Public transit isviewed
as an altemate to the open-ended approach of
building more highways, especially in urban
areas where the financial, environmental, and
social costs of new highways are becoming ex—
ceptionally high to individual communities
and the States.

The second reality is the virtual financial
collapse over the last two decades of the pri—
vately and publicly owned transit companies
in this country, especially in communities of
medium or small size. Largely because of the
one-sided emphasis on highway investment,
together with very littde popular interest in
public transit in the past, the local, state, and
federal governments have had to financially
help floundering transit companies or sec this
public service disappear at the same time that
its potential for solving urban transportation
problems is increasing.

The preoccupation of the federal and state



governments with the highway system and with
air and water transportation lias had a serious
impact on almost all other modes of trans—
portation in the last several decades. Examples
included in the “6ther mode *”category are bus
transit, committer raill (subway, streetcar,
etc.), intercity rail transportation (freight and
passenger service), intraurban freight trans—
portation, transportation terminals or ports
(freight and passenger), and such nontech—
nical transportation modes as walking and
bicycling. The emphasis has not only led t
overdevelopment of some transportation sys—
tems, but has meant a lack of research, devel —
opment, and outdated regulation of the “Gther
modes””so as to favor highway and air travel
in the transportation marketplace. Thus,
state action concerning these other modes has
become necessary if the services they provide
are to be continued.

Finally, the States have been redirecting
their transportation policies and programs in
response to the institutional momentum gen—
erated by the federal government. With the
exception of Hawaii (1960) and New Jersey
(1966), all state departments of transporta—
tion have been created since the passage of the
U.S. Department of Transportation Act in
1966 and the flood of new federal transporta—
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tion legislation since 1966. The table below

shows the broad thrust of this reappraisal

which now involves at least 37 States in one

phase of action or another as of September

1974. Although the 27 States and Puerto

Rico with established DOTs vary from loose

coordinating structures to strong executive

agencies with powerful financial tools, the

States "response to federal initiatives in trans—
portation is unmistakable.

The federal government views the improve—
ment of state transportation capabilities favor—
ably. The federal policy has generally been to
encourage and assist, where requested, the
States as they review existing transportation
policies and programs. The U.S. DOT has
avoided prescribing or promoting any particu—
lar type of organization or financial structure
when advising the States on this subject. A
prescriptive or promotional posture on the
part of the U.S. DO T in this area would ignore
the real differences between each State®s needs
in transportation.

THE STATES’ RESPONSE: ORGANIZATION
With the exception of the recently estab—
lished Missouri DOT. all State DOTs include
the highway mode among their responsibilities.
All States include their respective state aero-

State Departments Or Transportation

DOT Esteblised 19. North Carolina (1971) 6. New Hampshire
. 20. Ohio (1972) 7. Utah

21' ég,zhf’or;ﬁi;l(gl7947)3) 21. Oregon (1969) S. Vermont

3 Connecticut (1969) 22. Pennsylvania (1970) 9. Washington

4. Delaware (1970) 23. Rhode Island (1970) 10. West Virginia

5' Florida (1967) 24. South Dakota (1973)

6. Georgia (1972) 25. Tennessee (1972) DOT Fessibility Studies

7. Hawaii (1960) ;‘73 \)\’/i.rgi”ia_ (19173(37 Completed

8. Idaho (1974) 26, Puerto ico (49%) L Alasia

9. Illinois (1972) : ]f 2 Colorado

10. lowa (1974) o 3. Kansas

11. Kentucky (1973) DOT Legislation Recenttly 4. Lovisiana

12. Maine (1972) Considered 5. Minnesota

ﬁ: '\,\;Il:;y;iﬂﬂs&gg(ll)g?l) 1 Alaska 6. New Hampshire

15. I\/_Iichiga_n (1973) g ﬁOIOI’ng 1. Okl:\homa

16. Missouri (1074) > Keva a S' tJ/::’mont

17. New Jcrwy i loru) - Kansas S

18. New York (1907) 5. Minnesota 10. W.islitiiein
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nautics functions within the State DOT organi-
zation. All State DOTs have some responsi-
bility in the area of mass transit, but the
picture becomes quite blurred. Some State
DOTs own and operate transit properties
(Maryland and Rhode Island) while others
are authorized only to plan or study mass
transit with very limited funding and stalling.
State DOTs active in this area generally help
match federal transit grants, provide technical
assistance to medium or small communities,
and assess public transit needs for the Gover-
nor and the Legislature. Furthermore, about
a dozenJStates have some responsibility in the
area of port or marine transportation. Again,
this responsibility ranges from state ownership
and operation of port facilities (North Caro-
lina, New York, and Maryland) to a rather
general mandate to plan for or consider ports
relative to the overall state transportation
system.

It should be noted that New York is the first
State to fully consolidate the development
function in transportation (DOT) and the
economic regulatory function in transportation
(typically a Public Utilities Commission func-
tion) into one organization. Thus, regulatory
decisions are in immediate and constant con-
tact with the DOT S multimodal staff: or in
other words, the regulatory side of the New
York transportation program is set up to com-
plement the development side of the program.
After a couple of years of operation, this ar-
rangement, while a large additional responsi-
bility for New York's DOT to handle, has
proven to be an important new tool in facili-
tating improved mass transit service and in
meeting the crisis generated by the bankrupt
Penn Central railroad.

A shake-up of transportation boards or com-
missions of various kinds has usually accom-
panied the establishment of State DOTs.
Some of these bodies have retained important
administrative responsibilities (Arizona, Geor-
gia, and South Dakota). The trend in most
States seems to be toward limiting the power
of independent transportation bodies to ad-
visory roles or sounding boards tor new or
controversial policies and projects. This trend

is consistent with the reorganization and
modernization of state governments to make
the process of governing more responsive and
more clearly understood by the public. This
trend also recognizes that the role of boards or
commissions as blue-ribbon panels is no longer
as necessary as it once was considering the
high level of professionalism that tire existing
state transportation agencies have built up
over the last 50 years.

There are three general types of organiza-
tional structures among existing State DOTSs.
The Connecticut DOT (the most typical) is
similar to the federal DOT whereby general
policy is made in the Office of the Commis-
sioner, but the mass of planning and opera-
tions is carried out in line offices under the
commissioner. Planning, research, and ad-
ministration are line bureaus equal in status to
modal bureaus.

Maryland is also organized with the modal
administrations in separate line positions, but
the difference is that the Office of the Secre-
tary clearly consolidates all staff functions
(planning, administration, etc.) above a modal
identity. This type of organization allows
operational functions to continue in separate
modal olficcs while facilitating a single de-
partmental posture when dealing with the pub-
lic and elected officials. Under this approach
everyone is working with one transportation
plan, one transportation budget, and one set
of transportation policies.

New York State has developed what is
closest to the functional or low-modal ap-
proach to transportation organization. As in
Maryland, the key administrative functions
are in the olficc of the agency head while the
Office of Planning and Development. Olficc of
Operations, and Office of Transportation
Regulatory Affairs are located in line posi-
tions. These offices are then divided into
functional .specialties. As an example, the
Olficc of Operations is divided into functional
categories dealing with construction, acquisi-
tion, maintenance, and traffic engineering and
safety. The modal identity > :..¢e0 ..
since specialists in highway ovsigu «vwale:
maintenance are located within multimodal



divisions dealing with design or maintenance.
New York has also been somewhat successful
in extending this functional organization to its
district or regional transportation otlices. It
should be noted that New Jersey and lllinois
have also adapted a functional approach to
organization and many other State DOTs arc
noticeably evolving into functional organiza-
tions as they gain more operational experience.

FINANCING

There are presently three overall methods
that have been developed to finance State DOT
programs. Although these methods are often
supplemented by various financial schemes,
including bonding, they represent the main
source of state transportation program funds.

The most typical method of funding state
transportation is the “constitutionally or legis-
latively dedicated revcnue_ method” whereby
money collected concerning the use of a spe-
cific mode can only be used to fund the con-
struction of that particular mode of transpor-
tation. Most States (including several States
with DOTs) finance highway construction
using this method and several States finance
airport construction with a similarly dedicated
revenue base.

The second method can be called the “gen-
eral revenue method” whereby transportation
user fees arc taken into the state treasury like
any other tax or fee and then budgeted for
transportation development or any other pur-
pose as determined by the Governor and the
Legislature. Under this method (used by 21
States) transportation is viewed as one public
service among all other public services and its
importance is decided by elected officials on a
regular basis. The diversion or transportation
user fees and taxes for use on other than trans-
portation uses varies from virtually no diver-
sion to as much as one-third diversion.

A third method, although not typical, is the
Maryland Transportation Trust Fund. De-
veloped in conjunction with the creation of the
Maryland DOT. this method .dio'As uii trans-

f rry -to be pooled into a single
mLi lu'nu to be allocated : sing the following
priorities:
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1. The first 35 percent of certain highway user
revenues automatically allocated to the Gas and
Motor Vehicle Account, which is dedicated for
highway use in local jurisdictions;

2. The remaining 65 percent of the highway
user fees. 2 cents of the state gas tax, port docking
fees, airport landing fees, toll fees. Baltimore
transit revenues, and all other transportation rev-
enue sources combined with three-fourths of one
percent of the Maryland Corporate Income Tax
to be dedicated to paying oil the State DOT%
consolidated transportation bonds. These bonds
can be used to finance any type of transportation
improvement; and

3. The remaining revenue available for trans-
portation projects is proposed by the Governor
and approved by the Legislature.

As more and more States become experi-
enced in creating and administering compre-
hensive transportation programs, it is possible
to perceive some general financial and organi-
zational considerations that should be an
important part of any deliberation concerning
changes in state transportation programs.l

ACCOUNTABILITY

As discussed before, the States are moving
away from “government by commissions or
boards.” Citizens are asking their elected of-
ficials to take charge of public affairs and
make important resource and policy decisions
themselves. The pressures and the complexity
of modern government demand a professional
responsiveness that many old state boards and
commissions were never set up to accommo-
date.

Almost universally. State DOT officials feel
that the best method in which to reflect the
public interest in their activities is to be in a
direct line of authority from the Governor
while maintaining a close working relationship
with the Legislature and locally elected ofli-
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cials. Under such a process, however organ-
ized, the lines of authority and therefore
accountability are clear to citizens, elected
officials, and State DOT personnel alike. This
enables a more direct responsiveness concern-
ing new or controversial transportation issues.
An example of this responsiveness to public
needs arose during the recent Northeast rail
crisis.  When the impact of this crisis first be-
came apparent to citizens and elected officials,
some States in the region did not have the
capability to react in a timely fashion because
of a lack of legislative mandate and the neces-
sary organizational framework. On the other
hand, many of the State DOTs in the region
were able to put resources and stall together to
develop a state position regarding this vital
transportation service almost immediately.

FLEXIBILITY

The ability to meet changing needs and
priorities is stressed by State DOT olficials
when discussing how a State should go about
reforming its transportation function. Flex-
ibility is defined as the capability of a State
DOT agency head to change his organizational
or financial structure to accommodate in a
timely fashion the increasing uncertainties of
providing necessary transportation service.

The need for flexibility has been particularly
critical in the last few years as States face
abandonment of vital mass transit or railroad
service, the energy crisis, and environmental
problems. In addition, there are the regular
demons of natural disasters, sudden industrial
development, inevitable shifts in federal and
state programs and priorities, and local de-
mands for increased state funding that arc
more easily handled without an undue amount
of red tape and time-consuming.legislative de-
lays if program flexibility is allowed.

Finally, flexibility will’be helpful as States
experience a general decline in the collection
of gasoline taxes and ofl'er transportation user
fees, combined with inflation. Public works
projects are particularly hard hit by inflation
becauxe of the labor-intensive nature of -ueh
work ami lire importance ol expensive oil in
almost all facets of the industry. The eco-

nomic situation is making it harder to pay for
maintenance of existing facilities and is keep-
ing many new. large projects on the shelf with,
little likelihood ot relief from hard-pressed tax-
payers. Under these conditions, it will be
necessary for Slates to make very tough re-
source allocation decisions within each mode
and between the modes of transportation.

To make these resource allocation decisions
most efficiently. State DOT olficials will need
more flexibility. As an example of financial
flexibility, in 1973 the Maryland DOT had
difficulty spending funds to improve the Port
of Baltimore because of environmental prob-
lems. Instead of the funds being dedicated to
the port project, the DOT simply shifted the
funds to a-much-needed local roads program.
This utilized the delayed project funds, de-
layed or canceled the need to float a separate
bond issue for the roads, and speeded the road
program ahead of the drastic cost of inflation.
In 1975 the reverse is true: port projects will
probably be utilizing excess highway and
transit funds.

New York provides a good case study of the
potential of flexibility in a state transportation
bureaucracy. As the DOT concept evolved
in New York and other States, it became clear
that to go into new program areas would be
costly and time consuming, especially in re-
cruiting, training, and paying the salaries of
new staff. One of the primary reasons New
York adopted a functional organization was
to better utilize existing state highway and
other state transportation personnel.

Under the functional organization, talented
individuals on the existing payroll could be
retrained and reoriented into new and often
upgraded positions dealing with airports, rail-
roads, mass transit, or ports. This reorienta-
tion generally was accomplished without a
great deal of time and cost. In addition, in a
nonrnodal atmosphere, new programmatic
initiatives were more easily achieved without
a great deal of the bureaucratic and political
confrontation that often must fake > >
status mio or;Mni/.ilion:tl MU'aist-i i >V,
gani/.ational flexibility can be especially help-
ful as relatively unexpected crises arise.



CONCLUSION

State government is changing at a relatively
rapid pace the institutions upon which it places
the responsibility of providing citizens with
transportation services. The reasons for this
institutional change are as varied as the needs,
traditions, and circumstances of each State.

Most important to our system of govern-
ment is the fact that these institutions are
changing to meet changing needs in an orderly
fashion, without disrupting existing state trans-
portation programs that continue to provide
needed services to the people. The changes
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have not been prescribed by the federal gov-
ernment or any other organiz :ion. but have
been accomplished by each State relative to its
current transportation needs.

As the public transportation establishment
faces the energy, environmental, and financial
crises, and crises yet unknown, the increased
responsiveness and flexibility of the new and
evolving state transportation agencies can oniy
benefit the Nation. This is particularly true
as we face the new breed of crises that demand
conservation and/or increased efficiency rela-
tive to limited financial and natural resources.
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The Legislature of the State of Alaska
FISCAL NOTE

First Session - Ninth Legislature

REQUEST _ _ _

Bill Hi*. Sponsor Substitute for House Bill 64 and Senate Bill 197
Title: An relatin he Piih]_ic Einploveeb.L-Rg.tirpmpp. m

"Requested k?)(/:t eSaotnsog to- the_ ]_C o eeb gtboa[pgt SX?tlea/H
‘mReturn-Date Reqﬁested _

Agency: Administration - Retiremént Program:  PERS

FISCAL DETAIL
Budget Request Unit(s) Affected: ALL
A. EXPENDITURES: (Thousands of dollars)

OBJECT FY 75 FY 76 FY 77  FY 78  FY 79
100  FERSONAL SERVICES -0- 8.3 _u -0- -0-
200 TRAVEL 0 -0- -0- -0- -(0-
300  CONTRACTUAL 0 12.0 -0- -0- -0-
400  COMMODITIES -0- -0- -0- -0- -0-
500  EQUIPMENT -0- -0- -0- -0- -0-
600  LAND & STRUCTURES -0- -0- -0- -0- -0-
700 GRANTS, CLAIMS, ETC. 0 -(- -(- -(- -0-
100  Benefits 0 7.448.0 7.895.0 8.369.0 3,871.0
TOTAL 0 7,468.3 7,895.0 8,369.0 3,871.0
B. FUNDING: (Thousands of dollars)
GENERAL FUND 80% -0- 59746 6,316.0 6,695.2 >7,096.8
FEDERAL FUNDS 17% -0- 1 1.342.0  1.422.7 || 508.1
OTHER o -0- 2241 231.0 251.1 1 266.1
C. POSITIONS:
PERMANENT/TEMPORARY o/D of) 0/0 /0 C/0
MAN MONTHS (P./T.) 0/D 0/0 0/0 /0 (/0
[ ANALYSIS (See Fiscal Note Preparation Instructions, Section
1. It is assumed that the State Payroll will increase_a: 6% per annu
2. Estimated covered payroll for the State during FY 76 will "be $140, 000 000.
3. Increase in contribution rate for the State =5.32".
4. The total contribution rate for the State WI|| be 11.51%.
5. The additional costs to each participating political subdivision will be
approximately 5.3% of their covered payroll.
V. ATTACHMENTS
Appendix |
. : : ent and
Original: Legislative F|nanoe Bé\r/)lalsrlt(r)nnen? of e ”el stra tn
cC: Budget and Manalg
Prime Sponsor | |rst Leg|s|ator Named)
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APPENDIX 1

Sponsor Substitute for House Bill 64 and Senate Bill 197

The retroactive provisions would necessitate a recomputation of henefits
for man> persons already on retirement. ~In addition, adjustments would
have to re made in the “retired reserve" accounts. To acco- |ish these

tasks it rould require the following additional personal 1 vices and
computer modification costs.

1. One temporary position - Benefit Field Representative
(Range 16) for a six month period:

Monthly Salary $1,293 x 6 = §7,758
plus 7" 1/4% benefits = 562
Total $8,320
2. Modifications required to
data processing systems = $12,000

We would recommend that the effective dates of these bills be 7/1/75.
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SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 6b
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - FIRST SESSION
A BILL
itled: "An Act relating to the public employees' retirement
system; and providing for an effective date."
BY THE LEGISLATURE OF THE STATE OF ALASKA:
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employee's spouse as contingent beneficiary. If no spouse exists at
the time of actual retirement, the pension shall be determined as if
the spouse were the same age as the employee.

Sec. 7. AS 39-35.680(11) is amended to read:

(11) "normal retirement date" for an employee [A PEACE OFFI-
CER OR A FIREMAN] means the first day of the month following either his
55th birthday and five J[EIGHT] years of credited service or his 20th
year of credited service, whichever is earlier [, AND FOR ANY OTHER
EMPLOYEE IT MEANS THE FIRST DAY OF THE MONTH FOLLOWING EITHER HIS 60TH
BIRTHDAY AND EIGHT YEARS OF CREDITED SERVICE OR HIS 30TH YEAR OF

CREDITED SERVICE, WHICHEVER IS EARLIER];

Sec. 8. This Act takes effect immediately in accordance with AS 01.10.-

).
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From the General Government contract
negotiated by the Alaska Public Employees
Association and the State of Alaska -

April 3, 1975-



April 11, 1975

House Finance Committee
Hugh Malone, Chairman

Reference SSHB64 amending the public employees®™ retirement system.

An analysis was made of those mployees who are at age 55, or more, to
determine the salary savings to the State, over a five year period, should
these persons elect to retire. This was made in January, 1975.

The department of Highways, Central District, has 139 general government
and 71 supervisors, and there are presently 27 people, or 12.9% who fall
in the above category. Most of these are at Step E or beyond.

We rind that the following salary savings would obtain, projected from
1975 through 1979:

1975 1976 1977 1978 1979 Total
Incumbent Salaries 523,740 529,092 541,248 545,184 564,540 2,703,804
New Hires - 435,312 442,608 469,488 486,708 504,564 2,338,680
Step A (1975)
Salary Savings 88,428 86,484 71,760 58,476 59,976 365,124

Attached are sheets detailing the projected salaries and savings.

Respectfully,

Fern Cleghorn
General Government Unit
Anchorage

Attachments: 2



Analysis

Central District Highways, Employees

Qnrrent
Positions
16F 1555 F 1555 J 1613 J 1613 K 1673 8009
8D 834 E 860 F 888 F 888 J 921 4391
8J 921 J 921 K 956 K 956 K 956 4710
25F 3016 F 3016 J 3128 J 3128 K 3246 15534
11K 1158 K 1158 K 1158 K 1158 M 1246 5878
2165 J 2165 K 2246 K 2246 K 2246 11068
1555 C 1613 D 1673 E 1736 F 1801 8378
2246 K 2246 K 2246 K 2246 M 2418 11402
1613 J 1613 K 1673 K 1673 K 1673 8245
1045 J 1045 K 1085 K 1085 K 1085 5345
1555 F 1555 w 1616 J 1613 K 1673 8009
1041 F 1075 F 1116 J 1116 J 1116 5423
1008 E 1041 F 1075 F 1075 J 1116 5315
1939 F 1939 J 2011 J 2011 K 2087 9987
2246 E 2331 F 2418 F 2418 J 2508 11921
1869 D 1939 E 2011 F 2087 F 2087 9993
2011 J 2011 K 2087 K 2087 IC 2087 10283
1939 K 1939 K 1935 K. 1939 M 2087 9843
1939 K 1939 K 1939 K 1939 K 2087 9843
1673 K 1673 K 1673 K 1673 M 1801 8493
1445 1C 1445 x 1445 K 1445 M 1555 7335
1939 K 1939 IC 1939 K 1939 M 2087 9843
1673 K 1673 K 1673 K 1673 M 1801 8493
1499 F 1555 F 3.555 J 1613 J 1613 7835
1392 D 1445 E 1499 F 1555 F 1555 7446
1392 J 1392 K 1445 K 1445 K 1445 7119
977 D 1008 E 1041 F 1075 F 1075 5176
to,645. 44 0091, 45,104 . 45,432, 47,045, 225,317

2,703,804.



Projected Cost

New Hires - 1975-79
* Range

& Step 1975 1976 1977 1978 1979 Total
16 A 1293 1342 1392 1445 1499 6,970
8a 760 796 808 834 860 4058
Sa 760 796 808 834 860 4,058
25A 2508 2603 2700 2802 2907 13,520
1A 916 961 977 1008 1041 4,903
204 1736 1 80i 1869 1939 2011 9,356
i 8a 1499 1555 1613 1673 1736 8,076
20A 1736 1801 1869 1939 2011 9,356
16a 1293 1342 1392 1445 1499 6971
10A 860 902 916 945 977 4,600
16 a 1293 1n42 1392 1445 1499 6,971
HA 916 961 977 1008 1041 4903
H A 916 961 977 1008 1041 4,903
19 A 1613 1673 1736 1801 18609 8,692
22 A 2011 2087 2165 2245 2331 10,840
20A 1736 1939 2011 2087 2165 9,938
19 A 1613 1673 1736 1801 1369 8,692
18a 1499 1555 1613 1673 1736 8,076
16a 1293 1342 1392 1445 1499 6,971
144 1116 1158 1201 1246 1293 6,014
18a 1499 1555 1613 1673 1736 8,076
16a 1293 1342 1392 1445 1499 6,971
16a 1297 1342 1392 1445 1499 6,971
16a 1293 1342 1392 1445 1499 6,971
14 1116 1158 1201 1246 1293 6,014
18 1499 1555 1613 1673 1736 8,076
16a 1293 1342 1392 1445 1499 6,971
162 1293 1342 1392 1445 1499 6,971
162 1293 1542 1392 1445 1499 6,071
144 1116 1158 1201 1246 1203 6,014
1A 916 961 977 1008 1041 4903

Monthly Cost 36,276 36,384 39,124 40,5509 42,047 194,890
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OVERVIEW OF THE ESSENTIAL POINTS

of the

J " .
/ “ GENERAL GOVERNMENT UNIT CONTRACT

1. WAGES - 1st Year cf Contract

A.

Retroactive Payment

1. 19.822 of gross wages paid during pay period of 1/16/75
through 2/15/75

2. Plus - 9% of gross wages paid during pay period of 2/15/75
through 3/15/75

3. Plus - 92 of gross wages paid during pay period of 3/15/75.
through 4/15/75

In addition, the basic salary schedule will be increased by 9%
effective April lo, 1975.

Cost of Living - If the cost of living increases more than 9% during
1375, a retroactive adjustment will be made at the end of the first
year to compensate for the cost-of-living rise in excess of 9%.

2. WAGES - 2nd Year or Ccntract

A.
B.

There will be a maximum increase iIn the basic salary schedule of 9%.

IT the cost-of-living index rises less than 92 during 1975, the.
percentage increase in the basic salary schedule for 1975 will be
the same as the actual percentage rise in the cost-of-living index
for 1975.

IT the cost-cf-living index for 1975 rises more than thepercentage
increase made to the basic salary schedule at the beginning of 1975,
a retroactive adjustment will be made at the end of the second year
to compensate for the rise in excess of the percentage increase made
to the basic salary scnedule at the beginning of 19/5.

3. OTHER ESSENTIALS

A.

$40 per day for short or late pay checks

The right to “c.nor AREA picket lines

A foolproof method of collecting dues end agency fees
Increased step for Vuldaz and Fairbanks

An 1mproved grievance procedure



F.— Paid holidays for temporaries

G. Administration®s support of reasonable improvements in Public
Employees Retirement System

H. APEA can order reclassification studies

I. Annual and sick leave iImprovements

0. Legal assistance

K. Improved travel and per diem allowances

L. [Improvements in probation rules

M. Improvements in recall pay,and rules

N. 100% of medical cost in excess of $5,000 - up to$50,000

0. Study of Social Security system as i1t affects state employees

P. Cost-of-living survey for Alaska

CONTRACT BARGAINING COMMITTEE RECOMMENDATION

In accordance with Section 3, part 14 (B) of the By-Laws of the Alaska
Public Employees Association, the Contract Bargaining Committee does now
offer its opinion of the tentative agreement between the State of Alaska and
the General Government Bargaining Unit.

Vie, the duly authorized negotiators for the General Government Bargaining
Unit of the Alaska Public Employees Association, do hereby recommend, without
reservation, approval of the proposed General Government Unit contract.



March 17, 1975

The Honorable Hillard L. bowman
Pouch V

State® Capitel

Juneau, Alaska 99811

Dear RopmsoriUti ve bowmen:

The* information contained in this letter will provide you with our
analysis of tho impact of the sponsor substitute for House* Bill 64.
Also you will find tho incremental cost breakdown of the three major
provisions in this, piece* of legislation.

Section 1. AS 3P.3y.100 (a) amendments in this section would increase
tin; employee contribution rate to S 1/46 for oil particinoting envoioyees
inciuf. §;ig pence officers and vim an. An increase of i/ft of M for
peace officers and firemen and a if. increase for all other employees
will have the affect of reducing the overall cost of tins hill by _bQ;M

Section 2. AS ¢9.36.37R (c¢) this amendment would provide a uniform
benefit formula for all numbers of tiro Retirement System. Tills uniform
formula (F - for the first 10 years and V. 1/25- for ell years over 10)
would also he applied to those persons already receiving retiremant. In
addition there would he an 00/ tuxi::u:n placed on the retirement benefit
compared to i.hre average i.iouliily salary at me time of retirement. Tho
cost of 1iris provision would he 1.%f. of an wafirmtod :>1d0 nillion
payroll for fiscal year 76. This cost assumes a 6 1/fi employee contribution
rata and would he a total cost to- State of ,"2,lu"Kiid.) in PY 7@.

2. /z"~o000
Section 3. AS 39.3Ci.3d0 (a) this section would pvoviSe for an early
retirement for al I employees at ana 30 or regular retirelmat; at age S0. «
Ti.a cost or tins provision would be 1.b'JA or en ostimtl.e.J .140 million
payroll in IV 76. Tho Jol.nr cost would he approximately :1,1312,000.

Section 4. Ah 39.36.3;) (d) this ne.” subsection would specify that
persons aii .a v igcosvi :; retin ;nt nonui iii would hive their benefits
rrculctil .\WiM eccom in . to the provisions of tisir. act. There would be* no
retroactive bnueilit p.-y..nits trade.

Section s. AS ...".3.-i.e. (@) this .. uvlaent would provide a miutiaiini
honorit inr ii.vte let'nnaming before duly I, T /> next (b) (his provision
would provide vor an (. emuyeu to mcaim either (hr: t.nin;"e:n benefit or
the Ivneiils r.nU:ulai.ad under Section u/0 C wnichover was greater.



Representative Willard L. Bowman March 17, 1975

Section 6. AS 3y.3S5.A10 (J) this provision would take a person off of
cl1s\.3ility retirement at. the new normal retirement aye of 65 rather than
aye 60. \

Section /. AS 31).36.660 (11) this amendment would ci:an"ie the definition

of normal retircnent aye for all c4eployejs to 56 with S years of creditable
service. Too reduction from a to o years is correcting a previous
inconsistency in the statutes. Also-tnis would provide that all employees
could retire at any aye "with 30 years or more of service. The cost of

the IBO years and ont =provision would be 2.i > of an estimated alsO
Million payroll FY 76. The dollar cost would be $3,566,000 in FY 76.

I hope that providing you with a cost breakdown for each major component
will be the iafornation you need. Please let 1a know if I can be of any
further assistance.

Sincerely,
!/ 1/ /e J-

/ -4..." L] - -
Robert S. (Sates, director
Division of Retirement » Benefits

RSO/jb
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St-ATl-: or A laska
OFFICE OF THE GOVERNOR

June pu

April 28, 1975

The Honorable Hugh Malone
Chairman, House Finance Committee
Alaska State Legislature

Pouch V - State Capitol

Juneau, Alaska 99811

Dear Representative Malone:

Under the collective bargaining agreement negotiations
recently completed between the APEA and the State, this
Administration agreed to support reasonable improvements
to the State Employees "retirement program. Expanded
retirement benefits were not included in the Administra—
tion"s budget due to the fact that introduction of the
budget preceded those negotiations. However, had the
reverse been the case, it is likely that the budget
would not have included any specific recommendations

for changes in retirement benefits. The reason 1is that
there are numerous retirement benefit proposals, almost
all of which are worthwhile and advisable i1f the State
possessed infinite resources, but very few of which can
be afforded when the State 1is in the severe financial
crisis that, unfortunately, it is. Under these circum—
stances, | feel that the Legislature, which has the
responsibility of appropriating funds, should balance
the advantages of the various benefit packages with

the limited funds available for that purpose.

You have 1inquired as to what 1 believe constitutes a
reasonable improvement to the State Employees™ retire—
ment program. What is reasonable must be resolved
primarily in light of the State®"s grave financial
circumstances.

My concern is to benefit as broad a base of employees
as possible and to provide some assistance to existing
retirees within the limits of existing financial
constraints.



The Honorable
Hugh Malone -2 - April 28, 1975

With these 1in rr.ind, 1 would recommend that you consider
the reasonableness of the following:

1. The normal retirement age be lowered to
age 55. This provision would require a
1.24 per cent increase on the employer %
contribution rate or $1,736,000 for
Fiscal Year 1976.

2. Legislation to provide major medical
insurance to all persons retired under
both the Public Employees and the
Teachers™ Retirement System. (H.B.
363). The cost of providing such
coverage under the Public Employees™
Retirement System for Fiscal Year
1976 would be $620,000. The cost of
providing the coverage in Fiscal Year
1976 for the Teachers®™ Retirement
System would be $454,000. In this
case, retired persons in both systems
have to be combined in order to develop
a reasonable medical 1insurance rate.
Passage of this coverage for either
system by itself would require a
different cost estimate.

The combined cost of lowering the normal retirement eg*2 to

55 and providing major medical insurance to existing retirees
would cost approximately $2,810,000 for Fiscal Year 1976.
Should you desire any additional information concerning this
subject, either 1 or my staff will be happy to respond.



Original sponsor: Bowman and Kelley Offered: 6/1/75

For today's calendar

I IN THE HOUSE BY THE FINANCE COMMITTEE
2 CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO.G6A

3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 NINTH LEGISLATURE - FIRST SESSION
5 A BILL
6For an Act entitled: "An Act relating to the public employees' retirement
1 system; and providing for an effective date."

6 BE IT ENACTED BY THE LEGISLATUREOF THE STATE OF ALASKA:

9 *
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Section 1. AS 39-35-160(a)is amended so read:
(a) While participating in the system each peace officer and each
fireman shall contribute five per cent and every other employee shall

contribute seven [FOUR AND ONE-yUARTER] per cent of his compensation to
the public employees' retirement system.
Sec. 2. AS 39.35.380(a) is amended to read:

(a) An employee [, OTHER THAN * PEACE OFFICER OR FIREMAN,] is
eligible for an early retirement pension on or after his 50th [55TJ1]
birthday and after he completes five or more years of credited service.
[A PEACE OFFICER OR PXREMAN IS ELIGIBLE FOR AN EARLY RETIREMENT PENSION
ON OR AFTER HIS 50TH BIRTHDAY AND AFTER HE COMPLETES FIVEOR MORE YEARS
OF CREDITED SERVICE AS A PEACE OFFICER OR FIREMAN.]

Sec. 3- AS 39.35.380 is amended by adding a new subsection to read:

(d) An employee who previously retired under (a) of this section
shall be paid benefits computed under sec. 370(c) of thischapter from
the effective date ox' this Act.

Sec. A. AS 39.35.A85 is amended to read:

Sec. 39.35.A85. MINIMUM BENEFIT. (a) An employee whose termina-
tion occurred before July 1, 1975 [1972] and who is eligible for a
benefit calculated in accordance with sec. 370(c) of this chapter s

entitled to a benefit of at least $13.25 a month for each year of

-1- CSSSHB 6A
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credited service, not including adjustments made under secs. 380, 410,
450, 475 and 480 of this chapter.

(b) An employee who retired under this section before the
effective date of this Act shall be paid a benefit amount computed
under sec. 370(c) of this chapter or under this section, whichever s
greater.

Sec. 5- AS 39.35.410(d) is amended to read:

(d) The monthly amount of an occupational disability pension for

a peace officer or a fireman shall be two-thirds of his gross monthly
compensation at the time of his disability. For any other employee
it shall be determined in accordance with sec. 370(c) of this chapter,

considering (1) the employee's compensation before his termination of
employment, and (2) either the credited service that would have been
accumulated if the employee's employment had continued until his 55th
[60TH] birthday after his disability or his actual credited service
before his disability, whichever is greater; except that the amount so
determined shall be reduced by assuming that a joint and survivor optio
of 75 per cent became Immediately effective upon retirement, with the
employee's spouse as contingent beneficiary. If no spouse exists at
the time of actual retirement, the pension shall be determined as if
the spouse v/ere the same age as the employee.
Sec. 6. AS 39.35.680(11) is amended to read:

(11) "normal retirement date"” for an employee [A PEACE OFFI-
CER OR A FIREMAN] means the first day of the month following either his
55th birthday and five [EIGHT] years of credited service or his 20th
year ox ered.!.:--d service, whichever is earlier [, AND FOR AMY OTHER

EMPLOYEE IT MEANS THE FIRST DAY OF THE MONTH FOLLOWING EITHER HIS 60TH

BIRTHDAY AND EIGHT YEARS OF CREDITED SERVICE OR HIS 30TH YEAR OF

CREDITED SERVICE, WHICHEVER IS EARLIER];

JSSSHB 64



This Act takes effect immediately in accordance with AS 01.10.
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Introduced: 1/24/75
Referred: State Affairs and
Finance

THE HOUSE BY BOWMAN

HOUSE BILL NO. 64

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - FIRST SESSION

A BILL
an Act entitled: "An Act relating to the public employees' retirement
system."
IT ENACTED BY THE LEGISLATURE OFTHE STATE OF ALASKA:
* Section 1. AS 37.35-160(a) isamended to read:

(a) While participating in the system an employee [EACH PEACE
OFFICER AND EACH FIREMAN] shall contribute five per cent [AND EVERY
OTHER EMPLOYEE SHALL CONTRIBUTE FOUR AND ONE-QUARTER PER CENT] of
his compensation to the public employees' retirement system.

Sec. 2. AS 39.35.370(c) is amended to read:

(c) The monthly amount of the normal retirement pension for an
employee [A PEACE OFFICER OR A FIREMAN] is two per cent of his average
monthly compensation at his highest earning rate times hisyears of
credited service up through 10years, plus tv;o and one-halfper cent of
his average monthly compensation at his highest earning rare times his
years of service over 10 years. [FOR EVERY OTHER EMPLOYEE AND RETIRED
EMPLOYEE IT IS TWO PER CENT OF HIS AVERAGE MONTHLY COMPENSATION TIMES
HIS YEARS OF SERVICE.] However, the monthly amount of the normal retire
ment pension may not exceed 80 per cent of tl... average monthly compensa-
tion received by the employee at his highest earning rate.

Sec. 3. AS 39.35.380(a) is amended to read:

(a) An employee [, OTHER THAN A PEACE OFFICER OR FIREMAN,] is
eligible for an early retirement pension on or after his 50th [55TH]
birthday and after he completes five or more years of credited service.

[A PEACE OFFICER OR FIREMAN IS ELIGIBLE FOR AN EARLY RETIREMENT PENSION ON O

1 HB 64
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AFTER HIS 50TH BIRTHDAY AND AFTER HE COMPLETES FIVE OR MORE YEARS OF
CREDITED SERVICE AS A PEACE OFFICER OR FIREMAN.]
Sec. 4. AS 39.35.680(11) is amended to read:

(11) "normal retirement date" for an employee [A PEACE OFFICER
OR A FIREMAN] means the first day of the month following either his 55th
birthday and eight years of credited services or his 20th year of
credited service, [WHICHEVER IS EARLIER, AND FOR ANY OTHER EMPLOYEE IT
MEANS THE FIRST DAY OF THE MONTH FOLLOWING EITHER HIS 60TH BIRTHDAY AND
EIGHT YEARS OF CREDITED SERVICE OR HIS 30TH YEAR OF CREDITED SERVICE,]

whichever is earlier;

HB 64 -2 - #



Introduced: 2/18/75
Referred: State Affairs
and Finance

IN THE HOUSE BY BOWMAN AND KELLEY

SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 6A

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - FIRST SESSION

A BILL
For an Act entit. ea: "An Act relating to the public employees' retirement
system; and providing for an effecti--- date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.35.160(a) is amended to read:

(a) While participating in the system an employee [EACH PEACE
OFFICER AND EACH FIREMAN! shall contribute five [PER CENT AND EVERY
OTHER EMPLOYEE SHALL CONTRIBUTE FOUR] und one-quarter per cent of his
compensation to the public employees' retirement system.

* Sec. 2. AS 39.35.370(c) is amended to read:

(c) The monthly amount of the normal retirement pension for an
employee and a retired employee [A PEACE OFFICER OR A FIREMAN] is two
per cent of his average monthlj compensation times his years of
credited service up through 10 years, plus two and one-half per cent of
his average monthly compensation times his years of service over 10
years. However, the monthly amount of the normal retirement pension
may not exceed 80 jar cent of the average monthly compensation upon
which the benefit is calculated [FOR EVERY OTHER EMPLOYEE AND RETIRED
EMPLOYEE IT IS TwWO PER CENT OF HIS AVERAGE MONTHLY COMPENSATION TIMES
HIS YEARS OF SERVICE].

* Sec. 3- AS 39.33.380(a) is amended to read:
(a) An employee [, OTHER THAN A PEACE OFFICER OR FIREMAN,] is

eligible for an early retirement pension on or after his 50th [55TH]
birthday and after he completes five or more years of credited service.
[A PEACE OFFICER OR FIREMAN IS ELIGIBLE FOR AN EARLY RETIREMENT PENSION

-1- SSHB 64



ON OR AFTER HIS 50TH BIRTHDAY AND AFTER HE COMPLETES FIVE OR MORE YEARS

OF CREDITED SERVICE AS A PEACE OFFICER OR FIREMAN.]

Sec. 4. AS 39.35.380 is amended by adding a new subsection to read:
(d) Anemployee who previously retired under (a) of this section
shall be paid benefits computed under sec. 370(c) of this chapter from

the effective date of this Act.
Sec. 5. AS 39-35.485 is amended to read:

Sec. 39.35.485. MINIMUM BENEFIT. (@_ An employee whose termina-
tion occurred before July 1, 1975 [1972] and who is eligible for a
benefit calculated in accordance with sec. 370(c) of this chapter is
entitled to a benefit of at least $13-25 a month for each year of
credited service, not including adjustments made under sics. 2P0, 410,
50, 475 and 480 of this chapter.

(b) Anemployee who retired wunder thl section before the
effective date of this Act shall bhe paid i benefit amount computed
under sec. 370(c) of this chapter or undjr this section, whichever s
greater.

Sec. 6. AS 39.35.410(d) is amended to read:

(d) The monthly amount of an occupational disability pension for

a peace officer or a fireman shall be two-thirds of his gross monthly
compensation at the time of his disability. For any other employee
it shall be determined in accordance with sec. 3?C(c) of this chapter,

considering (1) the employee's compensation before his termination of
employment, and (2) either the credited service that would have been
accumulated if the employee's employment had continued until his 55th
[60TH] birthday after his disability or his actual credited service

before his disability, whichever is greater; except that the amount so
determined shall be reduced by assuming that a joint and survivor option
°f 75 per cent became immediately effective wupon retirement, with the
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employee's spouse as contingent beneficiary. If no spouse exists at
the time of actual retirement, the pension shall be determined as if
the spouse were the same age as the employee.
Sec. 7. AS 39.35-680(11) is amended to read:

(11) "normal retirement date" for an employee [A PEACE OFFI-
CER OR A FIREMAN] means the first day of the month following either his
55th birthday and five [EIGHT] years of credited service or his 20th
year of credited service, whichever is earlier [, AND FOR ANY OTHER
EMPLOYEE IT MEANS THE FIRST DAY OF THE MONTH FOLLOWING EITHER HIS 60TH
BIRTHDAY AND EIGHT YEARS OF CREDITED SERVICE OR HIS 30TH YEAR OF
CREDITED SERVICE, WHICHEVER IS EARLIER];

Sec. 8. This Act takes effect immediately in accordance with AS 01.10.

c).

_3- 3SHB 641



The Legislature of the State of Alaska

FISCAL NOTE

First Session

- Ninth Legislature

I . REQUEST
Bill Ni>. CS for Sponsor Substitute for HB 64
Title: An Act relating to the Public Employeesl Retirement System
Requested by: House Finance Committee Date: May n , 1Q7e
Return Date Requested:__ ASAP
Agency: Administration-Retirement Program: PERS
I1. FISCAL DETAIL
Budget Request Unit(s) Affected: ALL
A. EXPENDITURES: (Thousands of dollars)
OBJECT FY 75 FY 76 FY 77 FY 78 FY 79 FY 80
100 PERSONAL SERVICES -0-- --.3
200 TRAVEL -n- -n-
300 CONTRACTUAL -0- Qo O
400 COMMODITIES -0- -0-
500 EQUIPMENT -0- -0-
§°° LAND & STRUCTURES -0- -0-
700 GRANTS, CLAIMS, ETC. -0- -0-
BENEFITS -0- 3 108.0
TOTAL 3,128.3
B. FUNDING: (Thousands of dollars)
GENERAL FUND -0- 2,486.4
FEDERAL FUNDS -n- 528.4
OTHER -0- 93.2
PERS 20.3
C. POSITIONS:
PERMANENT/TEMPORARY 0/ 0 o A.J / / 7 /
MAN MONTHS (P./T.) 0/ 0 0/6 JL / / /
. ANALYSIS (See Fiscal Note Preparation Instructions, Section I1I1I)
1. It is assumed that the State Payroll will increase at 6% per annum.
2. Estimated covered payroll for the State during FY 76 will be $140,000-
000.
3. Increase 1in contribution rate for the State = 2.22%.
4. Employee contribution rate for non-peace officers and fireman will
increase from 4.25-# to 7.0$.
5. The additional costs to each participating political subdivision
will be approximately 2.2% of their covered payroll.
IV. ATTACHMENTS APPENDIX 1
V. DATE PREPARED
Division of Retirement )
Original Legislative Finance Department of Administration
cc - Budget and Management

Prime Sponsor (First Legislator Named)



APPENDIX 1

Co Sponsor Substitute for House Bill 64

The retroactive provisions would necessitate a recomputation of benefits
for many persons already on retirement. In addition, adjustments would
have to be made in the "retired reserve" accounts. To accomplish these
tasks it would require the following additional personal services and
computer modification costs.

1. One temporary position - Benefit Field Representative
(Range 16) for a six month period:

Monthly Salary $1,293 x 6 = $7,758
plus 7 1/4% benefits = 562
Total $8,320
2. Modifications required to
data processing systems = $12,000

We.would recommend that the effective date; of these bill be 7/1/75.



[, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

Signature of Camera Operator



COMMITTETE REPORT

276776 SENATE
Mr.President: Date
The Committee on PIMAMCM has Hhad 5B S3
relating to public employees retirement synte:r.
under consideration. A Majority of the members of the Committee

( )recommends it DO PASS
( Jrecommends it DO NOT PASS
( Jrecommends it DO PASS WITH ATTACHED AMENDMENT (S)

CX) recommends it BE REPLACED WI1TH OR Cg AND THAT

CS FOR csssm &y DO PASS

() "and" recommends it BE REFERRED TO THE
COMMITTEE

( )reports it back WITHOUT RECOMMENDATION

( y"other"

Members signing the Majority report:

Members NOT concurring in the Majority report:
Iv-o/-, - o / 4 f-t wJ s i

m recommend s:

°) J
- : - recommends:

recommends:

recommends:

recommends:



The Legislature of the State of Alaska

FISCAL NOTE
Second Session - Eighth Legislature
REQUEST
Bill ldentification: SCS CSSSHB 64
Title: An act relating to the Public Employee:;1 Retirement System
Requested by: senate Finance Date: February 6. 1976

Return Date Requested: February 9, 1976
Agency: Administration - Retirement Program: PERS

FISCAL DETAIL
Budget Request Unit(s) Affected: All

A. EXPENDITURES: (Thousands of dollars)

-5 O

OBJECT FY 76 FY 77 FY 73 FY 79 FY 30 FY 31
100 PERSONAL SERVICES 0 0 0 0 0 0
200 TRAVEL 0 0 0 0 0 0
300 CONTRACTUAL 0 5.0 0 0 0 0
400 COMMODITIES 0 0 0 0 0 0
500 EQUIPMENT 0 0. 0 0 n n
600 LAND & STRUCTURES 0 0 | 0 0 n
700 GRANTS, CLAIMS, ETC. 0 0 0 0 0 n
100 BENEFITS 0 2,322.0 2,600.6 2,912.7 3.262.2 3,653.7
TOTAL
0 2,327.0 2,600.6 2,912.7 3.262.2 3.653.7
B. FUNDING: (Thousands of dollars)
GENERAL FUND 30% 0 1,857.6 0 0 0 0
FEDERAL FUNDS 17% 0 394.7 Incré+. s 127. ppr “forr
OTHER 3% 0 69.7 0 n n n
PERS 0 5.0 0 0 0 0
C. POSITIONS:
PERMANENT/TEMPORARY 0/0 0/0 0/ 0 0/ O 0/ 0 0/
MAN MONTHS (P./T.) 070 0/0 0/0 0/ O 0/70 n/
Ii. ANALYSIS (See Fiscal Note Preparation Instructions, Section I1I11)
1. It is assumed that State Payroll will increase ate<l12% per annum.
2. Estimated State Payroll for FY 77 1is $180,000,000.
3. Increased employer contribution rate is 1.29%.
4. The employer rate for each participating political subdivision will be
increased by 1.29%.
5. The estimated cost of modifying the PERS data processing system will
be $5,000. (one time only)
IV. ATTACHMENTS
L _ ] _ Division of Retirement & Benefits
Original: Legislative Finance |
cc: Budget and Management z-

Prime Sponsor (First Legislator Named)
N N AN N (_f_'* i 3

G o\ THvL (lovtAIMA _.cAIV~ |
vrvVu T (
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Original sponsors: Bowman and Kelley Offered: 2/6/76

I'N

For

BE

Referred: Finance

THE HOUSE BY THE STATE AFFAIRS COMMITTEE

SENATE CS FOR CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 64

IN THE LEGISLATURE OF THE STATE OF ALASKA

NIFTH LEGISLATURE - SECOND SESSION

A BILL

an Act entitled: "An Act relating to the public employees' retirement

T

*

*

system; and providing for an effective date."
ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
Section 1. AS 39.35.160(a) 1is amended to read:

(a) While participating in the system each peace officer and each
fireman shall contribute five per cent and every other employee shall
contribute six [FOUR AND ONE-QUARTER] per cent of his compensation to
the public employees' retirement system.

Sec. 2. AS 39.35.680(11) is amended to read:

(11) "normal retirement date"” for an employee [A PEACE OFFICER
OR A FIREMAN] means the first day of the month following either his 55th
birthday and five years of credited service or his 20th year of credited
service, whichever is earlier [. FOR ANY OTHER EMPLOYEE IT MEANS THE
FIRST DAY OF THE MONTH FOLLOWING EITHER HIS 55TH BIRTHDAY AND FIVE YEARS
OF CREDITED SERVICE OR HIS 30TH YEAR OF CREDITED SERVICE, WHICHEVER IS
EARLIER];

Sec. 3- This Act takes effect July 1, 1976.

-1- SCS CSSSHB 64
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January 29, 1976

The Honorable John Huber
Chairman

Senate State Affairs Committee
Pouch V

Juneau, Alaska 9S301

Dear Senator Huber:

During your committee hearing on January 27, 1976 you requested that |
provide you with cost data relating to options of several major provisions
contained in Senate Bill 197 and SCS CSSSHB 54. Tiie provisions for
which employer costs have been developed by our actuary are:
9
1. Normal retirement after 26 years of service without an
age requirement.

2. Normal retirement after 20 years of service without an
age requirement.

3.  Increasing the benefit formula after 10 years of service
from 2i to 2 1/25.

The cost to the employer 1is expressed as a percentage tc be applied to
the covered payroll which 1is estimated to be 5100,000,000 for FY 1977.
Tiiis estimated payroll 1is for the state only and the same percentage
would be applied to the payrolls of other participating, employers.
Example - for every V, increase iIn state contributions it will cost
(1.00 x 180,000,000) or $1,000,000 in additional contributions for FY77.
In each succeeding year it will require state contributions of the
percentage increase times the actual covered payroll in that year.

The following cost data shown in Tables I and Il must be used if only
one of the two major provisions are incorporated into a bill. If both
major provisions are considered the data provided in Table Il must be
used.

non ra?si in au roue Seem srmtn nunuir inail cPRRrsMIINCE X mintsis



Senator Huber -2- January 29, 1976

TABLE 1

This assumes that the present benefit formula remains unchanged at 2i
for all years of service.

Employee Contribution Rates
4.255 4.655 55 65 7,
25 years and out (Employer cost) .705 .435 J19%  (.50)  (1.17)

20 years and out (Employers cost) 2.30% 2.06%  1.84% 1.23% .61%

TABLE 11
This assumes that the present normal retirement provisions remain in effect
i.e., 5or more years of service at age %5,- or 30 years of service without
an age requirement.

Employee Contribut!on Rate

4.25%  4.65% 5% 0,: Il
Benefit formula i1s 2% for first 10
years of service and 2 1/2% for years
thereafter (Employer cost) 2.30% 2.00% 1.74% -9% ,20%

TABLE 111

The employer costs shown are based on the assumption that both the earlier
retirement and the increased benefit formula provisions are adopted.

Employee Contrilnilion Rate
4.25% 4.65%  5S 6 %
25 years and out (Employer cost) 3.00% 2.73% 2.49% 1.80 1.13

20 years and out (Employer cost) 4.40% 4.16, 3.94% 3.33% @ 2.71.



Senator Huber -3- January 29, 19/6

I will be happy to discuss this information with you at your convience. Please
contact me if you desire any additional information.

Division of Retirement <« Benefits

RSG/jal



Original sponsors: Bowman and Kelley Offered: 2/6/76
Referred: Finance
IIN THE HOUSE BY THE STATE AFFAIRS COMMITTEE
2 SENATE CS FOR CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 6%
3 IN THE LEGISLATURE OF THE STATE O0OF ALASKA
4 NINTH LEGISLATURE SECOND SESSION
S)
A BILL
6 For an Act entitled: "An Act relating to the public employees' retirement
7 - . "
system; and providing for an effective date.
8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 . .
* Section 1. AS 39-35-160(a) is amended to read:
0
(a) W hile participating in the system each peace officer and each
I
fireman shall contribute five per cent and every other employee shall
»
contribute six [FOUR AND ONE-QUARTER] per cent of his compensation to
13
the public employees' retirement system.
14
s Sec. 2. AS 39-35-680(11) is amended to read:
5
(11) "normal retirement date"™ for an employee [A PEACE OFFICER
b
OR A FIREMAN] means the first day of the month following either his 55th
17
birthday and five vyears of credited service or his 20th year of credited
18
service, whichever is .arlier [. FOR ANY OTHER EMPLOYEE IT MEANS THE
©
FIRST DAY OF THE MONTH FOLLOWING EITHER HIS 55TH BIRTHDAY AND FIVE YEARS
D
OF CREDITED SERVICE OR HIS 30TH YEAR OF CREDITED SERVICE, WHICHEVER IS
pil
EARLIER];
2
* Sec. 3. This Act takes effect July 1, 1976.
23
24
25
5
2
3
e
-1- SCS CSSSHB 611



Original sponsor: Bowman and Kelley 0Offered: 6/1/75
For today's calendar

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 64
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the public employees' retirement
system; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATUREOF THE STATE OF ALASKA:
* Section 1. AS 39-35.160(a)is amended to read:

(a) While participating in the system each peace officer and each
fireman shall contribute five per cent and every other employee shall
contribute seven [FOUR AND ONE-QUARTER] per cent of his compensation to
the public employees' retirement system.

* Sec. 2. AS 39-35.380(a) is amended to read:

(a) An employee [, OTHER THAN A PEACE OFFICER OR FIREMAN,] is
eligible for an early retirement pension on or after hx. rOth [55TH]
birthday and after he completes five or more years of credited service.
[A PEACE OFFICER OR FIREMAN IS ELIGIBLE FOR AN EARLY RETIREMENT PENSION
ON OR AFTER HIS 50TH BIRTHDAY AND AFTER HE COMPLETES FIVE OR MORE YEARS
OF CREDITED SERVICE AS A PEACE OFFICER OR FIREMAN.]

* Sec. 3. AS 39.35.380 is amended by adding a new subsection to read:

(d) An employee who previously retired under (a) of this section
shall be paid benefits computed under sec. 370(c) of this chapter from
the effective date of this Act.

* Sec. 4. AS 39*35/\85 is amended to read:

Sec. 39.35.785. MINIMUM BENEFIT. (a) An employee whose termina-
tion occurred before July 1, 1975 [1972] and who is eligible for a
benefit calculated in accordance with sec. 370(c) of this chapter s
entitled to a benefit of at least $13-25 a month for each year of

-1- CSSSHB 64
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credited service, not including adjustments made under secs. 380, *110,
m50 *475 and *480 of this chapter.

(b) An employee who retired under this section before the
effective date of this Act shall be paid a benefit amount compnced
under sec. 370(c) of this chapter or under this section, whichever is
greater.

Sec. 5. AS 39.35.410(d) is amended to read:

(d) The monthly amount of an occupational disability pension for
a peace officer or a fireman shall be two-thirds of his gross monthly
compensation at the time of his disability. For any other employee
it shall be determined in accor'dance with sec. 370(c) of this chapter,
considering (1) the employee's compensation before his termination of

employment, and (2) either the credited service that would have been

accumulated if the employee's employment had continued until his 55th

[60TH] birthday after his disability or his actual credited service

before his disability, whichever is greater; except that the amount so
determined shall be reduced by assuming that a joint and survivor option
of 75 per cent became immediately effective upon retirement, with the
employee's spouse as contingent beneficiary. If no spouse exists at
the time of actual retirement, the pension shall be determined as if
the spouse were the same age as the employee.
Sec. 6. AS 39-35.680(11) is amended to read:

0OFFI-

(11) "normal retirement date" for an employee [A PEACE

CER OR A FIREMAN] means the first day of the month following either his

55th birthday and five [EIGHT] years of credited service or his 20th

year of credited service, whichever is earlier [, AMD FOR ANY OTHER

EMPLOYEE IT MEANS THE FIRST DAY OF THE MONTH FOLLOWING EITHER HIS

BIRTHDAY AND EIGHT YEARS OF CREDITED SERVICE OR HIS 30TH YEAR OF

CREDITED SERVICE, WHICHEVER IS EARLIER];

CSSSHB 6% By

60TH
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ON OR AFTER HIS 50TH BIRTHDAY AND AFTER HE COMPLETES FIVE OR MORE YEARS
OF CREDITED SERVICE AS A PEACE OFFICER OR FIREMAN.]

Sec. 4. AS 39.35.380 is amended by adding a new subsection to read:

(d) An employee who previously retired under (a) of this section

shall be paid benefits computed under see. 370(c) of this chapter from
the effective date of this Act.
Sec. 5. AS 39*35.485 is amended to read:

Sec. 39.35.485. MINIMUM BENEFIT. 00 An employee whose termina-
tion occurred before July 1, 1975 [1972] and who is eligible for a
benefit calculated in accordance with sec. 370(c) of this chapter s
entitled to a benefit of at least $13.25 a month for each year of
credited service, not including adjustments made under secs. 380, 410,
450, 475 and 480 of this <chapter.

(b) An employee who retired under this section before the
effective date of this Act shall be paid a benefit amount computed
under sec. 370(c) of this chapter or wunder this section, whichever s
greater.

Sec. 6. AS 39.35.410(d) is amended to read:

(d) The monthly amount of an occupational disability pension
a peace officer or a fireman shall be two-thirds of his gross monthly
compensation at the time of his disability. For any other employee
it shall be determined in accordance with sec. 370(c) of this chapter,

considering (l) the employee's compensation hefore his termination of
employment, and (2) either the credited service that would have been
accumulated if the employee's employment had continued until his 55th
[60TH] birthday after his disability or his actual credited service

before his disability, whichever is greater; except that the amount so
determined shall be reduced by assuming that a joint and survivoroption

of 75 per cent became immediately effective upon retirement, with the

64
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employee's spouse as contingent beneficiary. If no spouse exists at
the time of actual retirement, the pension shall be determined as if
the spouse were the same age as the employee.
Sec. 7. AS 39.35.680(11) is amended to read:

(11) "normal retirement date" for an employee [A PEACE OFFI-
CER OR A FIREMAN] means the first day of the montn following either his
55th birthday and five [EIGHT] years of credited service or his 20th
year of credited service, whichever is earlier [, AND FOR ANY OTHER
EMPLOYEE IT MEANS THE FIRST DAY OF THE MONTH FOLLOWING EITHER HIS 60TH
BIRTHDAY AND EIGHT YEARS OF CREDITED SERVICE OR HIS 30TH YEAR OF
CREDITED SERVICE, WHICHEVER IS EARLIER];

Sec. 8. This Act takes effect immediately in accordance with AS 01.10.-

).
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employee®s spouse as contingent beneficiary. If no spouse exists at
the time of actual retirement, the pension shall be determined-as if
the spouse vere the same age as the employee.
Sec. 7. AS 39.35.680(11) is amended to read:

(11) "normal retirement oate"™ for an employee [A PEACE OFFI—
CER OR A FIREMAN] means the first day of the month following either his
55th birthday and five [EIGHT] years of credited service or his 20th
year of credited service, whichever is earlier [, AND FOR ANY OTHER
EMPLOYEE IT MEANS THE FIRST DAY OF THE MONTH FOLLOWING EITHER HIS 60TH
BIRTHDAY AND EIGHT YEARS OF CREDITED SERVICE OR HIS 30TH YEAR OF
CREDITED SERVICE, WHICHEVER IS EARLIER];

* Sec. 8. This Act takes effect immediately iIn accordance with AS 01.10.
070(c)-

-3- SSHB 64
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HOUSE BILL NO. 64
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the public employees® retirement

BE

system."

IT ENACTED BY THE LEGISLATURE OFTHE STATE OF ALASKA:
* Section 1. AS 39.35.160(a) isamended to read:

(@ While participating in the system an employee [EACH PEA. E
OFFICER AND EACH FIREMAN] shall contribute five per cent [AND EVERY
OTHER EMPLOYEE SHALL CONTRIBUTE FOUR AND ONE-QUARTER PER CENT] of
his compensation to the public employees®™ retirement system.
Sec. 2. AS 39.35.370(c) 1is amended to read:

© The monthly amount of the normal retirement pension for an
employee [A PEACE OFFICER OR A FIREMAN] is two per cent of his average
monthly compensation at his highest earning rate timeshis years of
credited service up through 10year*, plus two and one-half percent of
his average monthly compensation at his highest earning rate times his
years of service over 10 years. [FOR EVERY OTHER EMPLOYEE AND RETIRED
EMPLOYEE IT IS TWO PER CENT OF HIS AVERAGE MONTHLY COMPENSATION TIMES
HIS YEARS OF SERVICE.] However, the monthly amount of the normal retire—
ment pension may not exceed 80 per cent of the average monthly compensa—
tion received by the employee at his highest earning rate.
Sec. 3. AS 35.35.380(a) 1s amended to read:

(@ An employee [, OTHER THAN A PEACE OFFICER OR FIREMAN,] is
eligible for an early retirement pension cr or after his 50th [55TH]

birthday and after he jompletes five or more years of credited service.
[A PEACE OFFICER C(F. FIREMAN 1S ELIGIBLE FOR AN EARLY RETIREMENT PENSION ON 01
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AFTER HIS 50TK BIRTHDAY AND AFTER HE COMPLETES FIVE OR MORE YEARS OF
CREDITED SERVICE AS A PEACE OFFICER OR FIREMAN.]
* Sec. 4. AS 39.35.680(11) 1is amended to read:*

(11) normal retirement date™ for an employee [A PEACE OFFICER
OR A FIREMAN] means the first day of the month following either his 55th
birthday and eight years of credited services or his 20th year of
credited service, [WHICHEVER IS EARLIER, AND FOR ANY OTHER EMPLOYEE IT
MEANS THE FIRST DAY OF THE MONTH FOLLOWING EITHER HIS 60TH BIRTHDAY AND
EIGHT YEARS OF CREDITED SERVICE OR HIS 30TH YEAR OF CREDITED SERVICE,]

whichever is earlier;

HB 64 2.



