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JAYS HWOD GOENR

DERIHTMENT OF

DIVISION or RETIREMENT & BENEFITS PUBLIC EMPLOYEES' & POUCH CR-JUNEAU 99BII
TEACHERS' RETIREMENT SYSTEMS, HEALTH INSURANCE, DEFERRED PHONE (907) 465-4410
COMPENSATION, COVERNMENT SOCIAL SECURITY PROCRAM

March 23, 1976

Honorable Bill Ray
Chairman

Senate Finance Committee
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Senator Ray:

I have reviewed the provisions ofHCS CSSB #947 and there areseveral
recommendations which I would like tooffer. On lines 11 and 21 the
word "fractional™ be changed to "partial year service”. Also on line 22
the new language reading July 30, 1969 should be changed to July 1, 1969
otherwise there will be a one month gap in coverage. The reason for
suggesting partial year service credit rather than fractional service
credit is to more clearly reflect the intent of the law.

IT you have any questions I wouldappreciate hearing from you.

Sincerely

Division of Retirement & Benefits

RSG/jb

NOTE: PLEASE INCLUDE YOUR SOCIAL SECURITY NUMBER IN ALL CORRESPONDENCE & REQUESTS



COMM ITTEE REPORT

1/19/76

Mr . Pres ident:

The Committee on

SENATE

Date

- e - hashad J5(

‘&cher retirem ent fractional, credit and retirement credit lor .military service,

under consideration.

) recommends
) recommends

) recommends

~ ~N ~ ~

) recommends

CS FOR

it

it

it

it

A Majority of the members of the Committee
DO PASS
DO NOT PASS
DO PASS WITH ATTACHED AMENDMENT(S)

BE REPLACED WITH CSFOR AND THAT

DO PASS

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

COMM ITTEE

() reports it back WITHOUT RECOMMENDATION

( ) "other"®

Members signing the Majority report:

Member NOT concurring in the Majority report:

y

recommend s :

recommends:

recommends:

recommends:

recommend s :

Cha ?rman
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Introduced: 1/19/76
Referred: Finance

IN THE SENATE BY CROFT

SENATE BILL NO. 547
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to teacher retirement fractional

credit and retirement credit for military service; and

providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

s Section 1. AS 14.25.220(16) is amended to read:

(16) “"year of service" means membership service during the
dates set for a school term under AS 14.03.030; fractional credit shall
be given for membership service before July 1, 1969, during any school
year as follows: (A) less than 20 days, no credit; (B) 20days or more
but less than 35 days, 0.2 years; (C) 35 days or more but less than 49
days, 0.3 years; (D) 49 days or more but less than 63 days, 0.4 years;
(E) 63 days or more but less than 77 days, 0.5 years; (F) 77 days or
more but less than 91 days, 0.6 years; (G) 91 days or mere but less than
105 days, 0.7 years; (H) 105 days or more but less than 119 days, 0.8
years; (1) 119 days or more but less than 133 days, 0.9 years; (J) 133
days or more, 1.0 years; fractional credit shall be given for membership
service after July 30» 1969 [JULY 1, 1967], during any school year as
follows: (A) less than nine days, no credit; (B) nine days or more but
less than 27 days, 0.1 years; (C) 27 days or more but less than 45 days,
0.2 years; (D) 45 days or more but less than 63 days, 0.3 years; (E) 63

days or more but less than 81 days, 0.4 years; (F) 81 days or more but
less than 100 days, 0.5 years; (G) 100 days or more but less than 118
days, 0.6 years; (H) 118 days or more but less than 136 days, 0.7 years;
(1) 136 days or more but less than 154 days, 0.8 years; (J) 154 days or
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more but less than 172 days, 0.9 years; (K) 172 days or more, 1.0 years;
If service is performed on a part-time basis, one-half credit shall be
given for each day of service;

Sec. 2. AS 1'J.25.100(a) is repealed and re-enacted to read:

(a) A teacher who served as an active member of the armed forces

of the United States c.fter December 31> 1939 may receive creditable
service under this retirement system up to a maximum of five years. Each
12 months of military service equals one school year, and lesser mili-
tary periods are determined for credit purposes in a proportionate
ratio to a year. To receive creditable service under this section, the
teacher must have received a discharge other than dishonorable. Credit
for service in the armed forces shall be granted only if the teacher
makes contributions for the service in the same manner as required for
outside service under sec. 60 of this chapter. The military service
credited under this section shall be included in the 10-year limitation
on outside service as specified in sec. 60 of this chapter. However,
if entry into the armed forces is immediately preceded by Alaska member-
ship service and, following discharge, is continued by Alaska member-
ship service within one year after discharge, service may not be
counted for purposes of determining the applicability of the 10-year
limitation on outside service.
Sec. 3* AS 14.25.220(6) is amended to read:

(6) "military service" means active duty service in the
armed forces of the United States after December 31, 1939 [JANUARY 1,
1940];
Sec. 4. AS 1*4.25.100(0) and (d) are repealed.

Sec. 5. This Act takes effect June 1, 1976.

SB 547 -2- v



13

14

26

27

28

29

N THE SENATE BY CROFT

SENATE BILL NO. 547

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - SECOND SESSION

A BILL

or an Act entitled: "An Act relating to teacher retirement fractional

|
credit and retirement credit for military service; and

providing for an effective date."

E 17 BNACIED BY THE LEGISLATURE OF THE STATE OF ALASKA:

# Section 1. AS 14.25.220(16) is amended to read:

(16) "year of service" means membership service during the
dates set for a school term under AS 14.03.030; fractional credit shall
be given for membership service before July 1, 1969, during any school
year as follows: (A) less than 20 days, no credit; (B) 20days or more
but less than 35 days, 0.2 years; (C) 35 days or more but less than 49
days, 0.3 years; (D) 49 days or more but less than 63 days, 0.4 years;
(E) 63 days or more but less than 77 days, 0.5 years; (F) 77 days or
more but less than 91 days, 0.6 years; (G) 91 days or more but less than
105 days, 0.7 years; (H) 105 days or more but less than 119 days, 0.8
years; (I) 119 days or more but less than 133 days, 0.9 years; (J) 133
days or more, 1.0 years; fractional credit shall be given for membership
service after July 30, 1969 [JULY 1, 1967]> during any school year as
follows: (A) less than nine days, no credit; (B) nine days or more but
less than 27 days, 0.1 years; (C) 27 days or more but less than 45 days,
0.2 years; (D) 45 days or more but less than 63 days, 0.3 years; (E) 63
days or more but less than 81 days, 0.4 years; (F) 8l days or more but
less than 100 days, 0.5 years; (G) 100 days or more but less than 118
days, 0.6 years; (H) 118 days or more but less than 136 days, 0.7 years;
(1) 136 days or more but less than 154 days, 0.8 years; (J) 154 days or
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more but less than 172 days, 0.9 years; (K) 172 days or more, 1.0 years;
if service is performed on a part-time basis, one-half credit shall be
given for each day of service;

Sec. 2. AS 14.25.100(a) is repealed and re-enacted to read:

(a) A teacher who served as an active member of the armed forces

of the United States after December 31, 1939, may receive creditable
service under this retirement system up to a maximum of five years. Each
12 months of military service equals one school year, and lesser mili-
tary periods are determined for credit purposes in a proportionate
ratio to a year. To receive creditable service under this section, the
teacher must have received a discharge other than dishonorable. Credit
for service in the armed forces shall be granted only if the teacher
makes contributions for the service in the same manner as required for
outside service under sec. 60 of this chapter. The military service
credited under this section shall be included in the 10-year limitation
on outside service as specified in sec. 60 of this chapter. However,
if entry into the armed forces is Immediately preceded by Alaska member-
ship service and, following discharge, is continued by Alaska member-
ship service within one year after discharge, service may not be
counted for purposes of determining the applicability of the 10-year
limitation on outside service.
Sec. 3- AS 14.25.220(6) is amended to read:

(6) "military service" means active duty service in
armed forces of the United States after December 31, 1939 [JANUARY 1,
1940];
Sec. 4. AS 14.25.100(c) and (d) are repealed.

Sec. 5. This Act takes effect June 1, 1976.

SB 547 “2< #
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Introduced: 1/19/76

Referred: Finance
ON THE SENATE BY CROFT
SENATE BILL NO. 547
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
7or an Act entitled: "An Act relating to teacher retirement fractional
credit and retirement credit for military service; ancli
providing for an effective date."
3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
# Section 1. AS 14.25.220(16) is amended to read:

(16) "year of service" means membership service during the
dates set for a school term under AS 14.03.030; fractional credit shall
be given for membership service before July 1, 1969. during any school
year as follovfs: (A) less than 20 days, no credit; (B) 20days or more
but less than 35 days, 0.2 years; (C) 35 days or more but less than 49
days, 0.3 years; (D) 49 day3 or more but less than 63 days, 0.4 years;
(E) 63 days or more but less than 77 days, 0.5 years; (F) 77 days or
more but less than 91 days, 0.6 years; (G) 91 days or more but less than
105 days, 0.7 years; (H) 105 days or more but less than 119 days, 0.3
years; (l) 119 days or more but less than 133 days, 0.9 years; (J) 133
days or more, 1.0 years; fractional credit shall be given for membership
service after July 30. 1969 [JULY 1, 1967], during any school year as
follows: (A) less than nine days, no credit; (B) nine days or more but

less than 27 days, 0.1 years; (C) 27 days or more but less than 45 days,
0.2 years; (D) 45 days or more but less than 63 days, 0.3 years; (E) 63
days or more but less than 81 days, 0.4 years; (F) 8l days or more but
less than 100 days, 0.5 years; (G) 100 days or more but less than 118
days, 0.6 years; (H) 118 days or more but less than 136 days, 0.7 years;
(1) 136 days or more but less than 154 days, 0.8 years; (J) 154 days or

-1- SB 547
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more but less than 172 days, 0.9 years; (K) 172 days or more, 1.0 years;
if service is performed on a part-time basis, one-half credit shall be
given for each day of service;

Sec. 2. AS 14.25.100(a) is repealed and re-enacted to read:

(a) A teacher who served as an active member of the armed forces

of the United States after December 31, 1939, may receive creditable
service under this retirement system up to a maximum, of five years. Each
12 months of military service equals one school year, and lesser mili-
tary periods are determined for credit purposes in a proportionate
ratio to a year. To receive creditable service under this section, the
teacher must have received a discharge other than dishonorable. Credit
for service in the armed forces shall be granted only if the teacher
makes contributions for the service in the same manner as required for
outside service under sec. 60 of this chapter. The military service
c.edited under this section shall be included in the 10-year limitation
on outside service as specified in sec. 60 of this chapter. However,
if entry into the armed forces is immediately preceded by Alaska member-
ship service and, following discharge, is continued by Alaska member-
ship service within one year after discharge, service may not be
counted for purposes of determining the applicability of the 10-year
limitation on outside service.
Sec. 3. AS 14.25.220(6) is amended to read:

(6) "military service" means active duty service in
armed forces of the United States after December 31, 1939 [JANUARY 1,
1940];
Sec. 4. AS 14.25.100(c) and (d) are repealed.

Sec. 5. This Act takes effect June 1, 1976.

SB 547 -2- /
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The Legislature of the State of Alaska
FISCAL NOTE
Second Sesoion - Eighth Legislature

REQUEST

Dill ldentification: Senate Hill 547

Title: Al acc relating to teacher®s retirement credit for military & fractional servic
Requested by: Semite Finance Date:January 19. 1976

Return Date Requested: As soon as possible

Agency: AdminislAation-ReOmiiiierTT Program: 1kS

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

OBJECT FY 76 FY 77 FY 70 FY 79 FY 00 FYy 31
PERSONAL SERVICES 0 5.4 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
COMMODITIES 0 0 0 0 0 0
EQUIPMENT 0 0. n 0 0 0
LAND ft STRUCTURES 0 0 b 0 0 0
GRANTS, CLAIMS, ETC. 0 0 0 0 0 0
TOTAL 0 5.4 0 0 0 0
B. FUNDING:  (Thousands of dollars)

GENERAL FUND 0 0 0 0 0 0

FEDERAL FUNDS 0 0 0 0 0 0

OTHER 0 5.4 0 0 0 0

C. positions:

PERMANENT/TEMPORARY 0/0 0/1 0/0 070 0/0 070
MAN MONTHS (P./T.) o/0 074 0/0 U/o 070 0/0
ANALYSIS (See Fiscal Note Preparation Instructions, Section I111)

1. If this Bill is passed it will necessitate additional administrative costs only.

2. Personal services - one temporary position - Accountant Il (Range 14) for a
4-month period:

Monthly salary SlI ,265 x 4 = $5,060

Plus- 7 1/4% benefits 367
%5,427
ATTACHMENTS
DATE: Januar= 19> 1976 PREPARED BY:

Robert S. Gates, Director
Division of Retirement & Benefits

Budget and Management *
Prime Sponsor (First Legislator Named) Cw.of-V
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The Legislature of the State of Alaska
FISCAL NOTE
Second Session - Eighth Legislature

REQUEST

Dill Identification: Senate Bill 547

Tltle:An act relating to teacher"s reti rement credit for-mili tary & fractional servi
Requested by: Senate Finance Date: January 19. 1076
Return Date Requested: As soon as possible

Agency: Administiation-Reurement Program: tkb

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

OBJECT FY 76 FY 77 FY 73 FY 79 FY W FY a
PERSONAL SERVICES 0 5.4 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
COMMODITIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 -0 0 0
LAND ft STRUCTURES 0 0 21} 0 0 0
GRANTS, CLAIMS, ETC. 0 0 0 0 0 0
TOTAL 0 5.4 0 0 0 0
B. FUNDING: (Thousands of dol lars)

GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 5.4 0 0 0 0
C. POSITIONS:

PERMANENT/TEMPORARY 0/0 0/1 0/ 0 0/0 0/0 0/0
MAN MONTHS (P./T.) "b/o " 0/4 o/ U 0/u 0/0 oya
ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

1. If this Bill is passed it will necessitate additional administrative costs only.

2. Personal services - one temporary position - Accountant Il (Range 14) for a
4-month period:

Monthly salary $1,265 x 4 = $5,060

PIW" 7 1/4» benefits 367
%5,427
ATTACHMENTS
DATE: Januar7 19> 1976 PREPARED BY;

Robert S. Gates, Director
Division of Retirement & Benefits

OrfgrnaF: Legislative Tinance

CcC:

Budget and Management *- "
Prime7)2pofnsor (First Legislator Named) Cw.oi-TT

(W i A



The Legislature of the State of Alaska
FISCAL NOTE

Second Session - Eighth Legislature
1. REQUEST
Bill Ildentification: Senate Bill 547
Title:An act relating to teacher®s retirement credit for military & fractional servic
Requested by: Senate Finance _Date: January 19, 1976
Return Date Requested: As soon as possible
Agehgy: Admimstration-Retirement Program: ~m
1. FISCAL DETAIL
TRS

A. EXPENDITURES: (Themsands of dollars)

OBJECT FY 76 FY 77 FY 73 FY 79 FY 30 FY 31

100 PERSONAL SERVICES 0 54 0 0 0 0
200 TRAVEL 0 0 0 0 0 0
300 CONTRACTUAL 0 0 0 0 0 0
400 COMMODITIES 0 0 0 0 0 0
500 EQUIPMENT 0 0 0 0 0 0
600 LAND & STRUCTURES 0 0 b 0 0 0
700 GRANTS, CLAIMS, ETC. 0 0 0 0 0 0

TOTAL 0 54 0 0 0 0

B. FUNDING: (Thousands of dol Lars)

GENERAL FUND 0 0 0 0 0 0

FEDERAL FUNDS 0 0 0 0 0 0

OTHER 0 54 0 0 0 0

c. positions:

PERMANENT/TEMPORARY 0/0 O/AJ 0/ 0 0/0 o/o | 0/0

HAN MONTHS (P./T.) 0/0 0/ 0/0 0/0 0/0

[11] ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
1. If this Bill 1is passed it will necessitate additional administrative costs only.

2. Personal services - one temporary position - Accountant Il (Range 14) for a
4-month period:

Monthly salary $1,265 x 4 = $5,060

PIUS" 7 1/4% benefits 367
%5,427

IV. ATTACHMENTS

V. DATg January 19, 1976 PREPARED BY:
Robert S. Gates, Director
Original: Legislative Finance Division of Retirement S Benefits
cc: Budget and Management 7

Prime Sponsor (First Legislator Named) CqloP-T
s7eanArt 1



JAY 5. HAMMOND, GOVERNOR

DEPARTMENT OF ADMINISTRATION 7/

RVIEIAR BF rftisffne | berefits ALRNA FvamyERS ) 1 PoLOH CRIUNEAU seait
TEACHERS RETIREVENT SYSTEVE. HEALTH INSLRANCE CHFERRED ~ PHONE (907) 454410
COVPENSATION. BOVERNVENT SOOAL SECURTY FROERAM

January 22, 1976

The Honorable Chancy Croft
State Senate

Pouch V

Juneau, Alaska 99801

Dear Senator Croft:

I have reviewed the provisions of Senate Bill #547 relating to fractional
service credit and military service under the Teacher®s Retirement
System.

The bill as drafted will resolve the technical errors and possible
discrimanatory language v/hich was contained in Senate Bill #380 v/hich
was vetoed by the Governor last year. Attached is the fiscal note which
indicates that the only costs involved are $5,400 for administrative
expense needed to implement this legislation.

If you have any further questions | would appreciate hearing f”~om you.

Sii

Rot
Director
Division of Retirement & Benefits

RSG/jw

Attachment



The Legislature of the State of Alaska
FISCAL NOTE
Second Session - Eighth Legislature

I. REQUEST "
Bill ldentification: ; Senate Bill 547
Title:An act relating to teacher®s retirement credit for military & fractional service

Requested by: Senate Finance Date: J-.n—-mv 19. 1976
Return Date Requested: As seon as possible
Agency : AdniinisllauionRgtireiiici:s Program: TJtT

1. FISCAL DETAIL
TRS

A. EXPENDITURES: (Thousands of dollars)

OBJECT FY 76 FY 77 Fy 73 Fy 79 FY 30 FY 3

100 PERSONAL SERVICES n 54 0 0 0 0
200 TRAVEL 0 0 0 0 0 0
300. CONTRACTUAL 0 0 0 0 0 0
LCO COMMODITIES 0 0 0 0 0 0
500 EQUIPMENT 0 0 0 0 0 0
600 LAND k STRUCTURES 0 0 b 0 0 0
700 GRANTS, CLAIMS, ETC. 0 0 0 0 0 0

TOTAL 0 5.4 0 0 0 0

B. FUNDING: (Thousands of dollars)

GENERAL FUND 0 0 0 0 0 0

FEDERAL FUNDS 0 0 0 0 0 0

OTHER 0 5.4 0 0 0 0

C. positions:

PERMANENT/TEMPORARY 0/0 070 070 0/0 9/0

MAH MONTHS (P./T.) 0/0 840 o0 070 0/0 0/0
I11. ANALYSIS (See Pineal Note Preparation Instructions, Section III)

1. If this Bill is passed it will necessitate additional administrative costs only.

2. Personal services - one temporary position - Accountant Il (Range 14) for a
4-month period:

Monthly salary $1,265 x 4 = $5,060
Plus 7 1/4% benefits 367
%5,427

IV. ATTACHMENTS

v. DaTE: Janary 19, 1976 PREPARED BY:

Robert S. Gates, Director

* Division of Retirement & Benefits

original: CegisQFAMR

ginal: Legislative Finance

cc: Budget and Management
Prime Sponsor (First Legislator Named)



I, 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 i 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 Date
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effective data."

COMMITTEE REPORT

HOUSE
"mmi/9/76
Mr. Speaker: Data
The Comm ittee on FINANCE
under consideration. A Major ?ty of the members of the Committee

() recommendsft DO PASS

() recommendsit DO NOT PASS

) recommendsit DO PASS WITHATTACHED AMENDMENT(S)
) recommendsit BE REPLACEDWITH CSFOR AND THAT
CS FOR Dd P&SS

( ) "and" recommends it BE REFERRED TO THE

COMMITTEE

( ) reports it back WITHOUT RECOMMENDATION
( ) "other"®

Members signing the Majority report:

m/'f [ ‘

Members NOT concurring 1in the Majority report:

recommends:
. recommends:
recommends:
_____ recommends:
/ /
recommend s :
mr / /v Cha 1rman
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Introduced: 1/20/76
Referred: Community and
Regional Affairs

BY THE RULES COMMITTEE BY

IN THE SENATE REQUEST OF THE GOVERNOR
SENATE BILL NO. 551
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to participation by political sub-

divisions and public organizations in the Public

Employees' Retirement System; and providing for

an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. AS 39-35.550 is amended to read:

Sec. 39.35-550. REQUEST BY POLITICAL SUBDIVISION TO PARTICIPATE
AND ADOPTION OF RESOLUTION. A municipality or other political sub-
division of the state [WHICH PROVIDES COVERAGE FOR ITS EMPLOYEES UNDER
TITLE Il OF THE FEDERAL SOCIAL SECURITY ACT] may request to become a
participating employer in this system. The request shall be made
after adoption of a resolution by the legislative body of the political
subdivision and after approval of the resolution by theperson required
by lav/ to approve the resolution. A certified copy oftheresolution
shall be filed with the Department of Administration. If the commis-
sioner of administration approves the request for participation, the
political subdivision is a participating employer.
Sec. 2. AS 39.35.560 is amended to read:

Sec. 39.35.560. REQUEST BY PUBLIC ORGANIZATION TO PARTICIPATE

AND ADOPTION OF RESOLUTION. A public or quasi-public organization ,

created wholly or partly by, or deriving its powers from, the legislature

of the state [, WHICH PROVIDES COVERAGE FOR ITS EMPLOYEES UNDER TITLE

Il OF THE FEDERAL SOCIAL SECURITY ACT, ] may request to become a

participating employer in this system. The request shall be made

-1- SB 551
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after adoption of a resolution by the governing body of the public
organization. A certified copy of the resolution shall be filed with
the Department of Administration. If the commissioner of administration
approves the request for participation, the public organization is a
participating employer.

Sec. 3. This Act is retroactive to January 1, 1976.

Sec. . This Act takes effect immediately in accordance with AS 01.-

.070(c).

SB 551
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The Honorable Chancy Croft
President of the Senate
Alaska State Leg; lature
Juneau, Alaska N311

Dear Mr. Presidents

In accordance with AS 24.30.060(b) and the Uniform Rules

of the Alaska State Legislature, 1 am transmitting a bill
relating to participation by political subdivisions and
public organizations in the Public Employees®™ Retirement
System. The bill deletes provisions in two sections

(AS 39.35.550 and 39.35.560) of the Public Employees*®
Retirement System (PERS) which presently require political
subdivisions or public organizations desiring to participate
in PERS to provide coverage for their employees under Title
Il of the federal Social Security Act, the Act providing
for contributions under the Federal Insurance Contributions
Act (FICA). The requirement is no longer needed and serves
no public interest.

The requirement which would be deleted by this bill was
originally imposed upon political subdivisions and public
organizations 1in order to coordinate employee contributions
to both FICA and PERS. Prior to 1968, employees partici—
pating in PERS contributed a fixed percentage of their
earnings which was split between FICA and PERS. Ch. 143,
SLA 1960. FICA contributions were deducted first, and the
remainder went to PERS. In 1968, section 2, ch. 235, SLA
1968 altered the PERS and required a specified contributions
by employees to PERS in addition to appropriate FICA contri
butions. The 1968 amendments thus eliminated the need for
coordination between FICA and PERS contributions.

The requirements which would be deleted by this bill are
not only unnecessary, but they also complicate participation
in PERS. For example, after unification of the Anchorage
borough and city governments, the Anchorage municipality

as a new entity and employer no longer needs to maintain a
FICA-contribution progranm. However, AS 39.35.550 as pre—
sently constituted requires such a contribution for parti—
cipation in PERS. The bill would eliminate®™ this prerequi —
site to PERS participation, and permit the municipality to
freely choose FICA-participation. To require FICA-partici-
pation by the municipality would require it to conduct



referendum elections to determine whether FICA coverage was
desired. 26 U.S.C. 3121. Voter disapproval of FICA
participation would under present law prohibit the munici—
pality from participating in PERS. This possibility 1is
undesirable and would be eliminated by this bill.

Sincerely,

Jay S. Hammond
Governor



O0BJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY 81
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
*J00 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.
TOTAL -0- -0- -0-
B. FUNDING: (Thousands of dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
-0- -0- -0-
C. POSITIONS: Mnnp
PERMANENT/TEMPORARY / / / / | 7/ /
MAN MONTHS (P./T.) .. f / / / 1/ /
I11. ANALYSIS (See Fiscal Note Preparation Instructions, Section 1I11)
The aim of the bill is to permit Anchorage (or any other municipality)
to remain in P.E.R.S. 1if they withdraw from Social Security coverage,
a step which the State itself has under study.
IV. ATTACHMENTS
V. DATE: 16 April 1976 PREPARED BY: ~AA to the Chairman,
House Finance Committee
Original: Legislative Finance
cc: Budget and Management

H/S 50

THE LEGISLATURE OP THE STATE OF ALASKA
FISCAL NOTE

Second Session - Ninth Legislature
sg 951
Title: Participation by political subdivisions & public organizations
Requested by: in P.E.R.S. - HFC Date: 16 April 1976
Return Date Requested:
Agency: Administration - RetirementProgram: P.E.R.S

FISCAL DETAIL
Budget Request Unit(s) Affected: -0-

A.  EXPENDITURES: (Thousands of dollars)

Prime Sponsor (First Legislator Named)
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1/29/776

Mr. President: Date
The Committee on "1 :Al"Ch has had °N 552
relating to teaohors™* retirement:
under consideration. A Major ity of the members of the Committee
( ) recommends it DO PASS
( ) recommends it DO NOT PASS
( ) recommends it DOPASS WITH ATTACHED AMENDMENT(S)
( ) recommends it BEREPLACED WITH CSFOR AND THAT
CS FOR DO PASS
() "and"™ recommends it BE REFERRED T.0 THE

COMMITTEE
() reports it back WITHOUT RECOMMENDATION
() "other"

Members signing the Majority report:

Members NOT concurring 1in the Majority report:

recommends:

recommends:

recommends:

recommends:

recommend s :

j< i f T Cha irman



era r\ era
JAY 5. FAAMMOND GOHENDR

DEPARTMENT OF ADMIIVISTIIATION

CFHCE OF THEGOWMISSONRR / POUCH C-JUNEAU 99BII

February 24, 1976

Honorable Pill Ray
Chairman

Senate Finance Committee
Alaska State Legislature
Pouch V - State Capitol
Juneau, Alaska 99811

RE: Senate Bill No. 552
Dear Senator Ray:

We are calling to your attention the above bill which
has been referred to your committee.

ides a series of "housekeeping"
Retirement System legislation.
These are intended to assist in administering the system by
clarifying and making more uniform the various provisions in
the system.

Robert Gates, director of our Division of Retirement and
Benefits is available to discuss this bill with you and your
committee at any time.

Your early consideration in this regard is appreciated
by this office.

y yours,

W. Freer
Deputy Commissioner

RWF/be
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The Honorable Chancy Croft
President of the Senate
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. President:

In accordance with AS 24.30.060(b) and the Uniform Rules
of the Alaska State Legislature, 1 am transmitting a bill
relating to the teachers®™ retirement system.

This bill modifies existing statutes concerning retirement
age and termination of disability. It also adds new
sections concerning correction of erroneous payments and
legislative intent in later amendments.

Section 1 of the bill repeals and re-enacts AS 14.25.040,
which presently limits membership in the teachers®™ retire—
ment system to teachers who can meet minimum vesting
requirements by their 65th birthday. The bill removes this
limitation and requires that any teacher or member be a
participant in the system. The amendment thereby removes

a potential age discrimination clause and compels member —
ship. IT a teacher does not meet the minimum vesting
requirements at the time of retirement, then he or she

may recover any accrued employee contributions.

Section 2 of the bill is a technical amendment of

AS 14.25.130(c). The bill deletes reference to examinations
after a specific age (65) and, instead, requires examina—
tions after the age of "normal retirement.” The amendment
also deletes reference to examination upon application for
disability retirement salary. That reference merely
reiterates the requirement implicit in AS 14.25.130(a).

The word3 "or psychiatrist”™ are dropped because reference

to "physician™ includes psychiatrist (3ee

AS 08.64.380(2)(B)).

Section 3 clarifies the date on which disability retirement
benefits cease. The current termination date, set at "the
first day of the month,”™ has proved unsatisfactory as
inviting an overly literal interpretation wf the require—
ment. The intent has always been to relate the last check
to the whole month in which the disabled teacher recovers.
The amendment expresses this intent. Further, the amendment
deletes reference to "age 55" for the same reasons as noted
above for sections 1 and 2 of the bill.



Section 4 of this bill adds two new sections to AS 14.25.
The first addition gives notice to participants of the
methods of correcting errors in payment. The section
requires that, upon discovery of an error (whether in over—
payment. or underpayment), the records or error shall bo
corrected, and payments to the recipient shall be adjusted.
In making these adjustments, the administrator is to make
adjustments to meet actuarial equivalents "as far as
practicable.” Thus, through the flexibility of an expanded
repayment schedule, a recipient who through no fault of his
own, for example, was paid too much is protected from a
sudden decrease 1in payment. ITf no further payments are due,
the recipient is still liable for repayment. This require—
ment is further notice of the State®s right to collect
erroneously paid funds under AS 37.10.090. On the other
hand, if a person is underpaid, he or she (or a beneficiary)
is entitled to the amount due even though benefit payments
have ceased.

The second new section provides "that all future amendments
to the teachers™ retirement system are to be prospective in
effect only, unless the statutory amendment expressly
declares otherwise. The Division of Retirement and Benefits
has frequently presumed prospective effect only to face an
argument that legislative intent, though not expressed 1in
tine statute itself, presumes retroactive effect. This
section would cover subsequent amendments to benefits.

Section 5 repeals the compulsory retirement provisions in
the Teachers®™ Retirement System for reasons of potential age
discrimination. This section meshes with similar deletions
in sections 1, 2, and 3 of this bill.

Sincerely,

Jay S. Hammond
Governor
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Introduced: 1/20/76

Referred: Health, Education
and Social Services and
Finance

BY THE RULES COMMITTEE BY

IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 552
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to teachers' retirement; and pro-

viding for an effective date."

BE IT ENACTED BY THE LEGISLATUREOF THE STATE OF ALASKA:

*

*

*

Section 1. AS 1*1.25.0*10 isrepealed andre-enacted to read:

Sec. 1*1.25.0*10. MEMBERSHIP. A teacher or member contracting for
service with a participating employer is subject to this chapter.
Sec. 2. AS 1*1.25.130(c) is amended to read:

(c) Once each year during the first five yearsfollowing retire-
ment of a teacher for disability under this section, and once [IN]
every three-year period thereafter, the administrator may [, AND, UPON
AN APPLICATION FOR DISABILITY RETIREMENT SALARY, SHALL] require a
teacher whohas not attained eligibility for normal retirement [THE
AGE OF 65 YEARS] to undergo a medical or mental examination by a
competent physician [OR PSYCHIATRIST], The administrator shall suspend
any disability retirement allowance for a teacher who refuses to
undergo a physical or mental examination whenrequested by the admini-
strator under this section.

Sec. 3. AS 1*1.25. 1*10(b) is amended to read:

(b) The payment made for [ON THE FIRST DAY OF] the month In
v/hich the disabled teacher recovers from his disability, dies or
attains eligibility for normal retirement [AGE 55] constitutes the
last payment.

Sec. *L AS 1*1.25 Is amended by adding new sections to read:
Sec. 1*1.25.173. ADJUSTMENTS. If a change or error is made in

-1- SB 552



the records maintained by the system or an error is made in computing
a benefit, and as a result a teacher or member or beneficiary receives
from the system more or less than he would have been entitled to
receive had the records been correct or had the error not been made,
(1) the records or error shall be corrected, and (2), as far as practi-
cable, future payments shall be adjusted so that the actuarial equiva-
lent of the pension or benefit to which the teacher or member or
beneficiary was correctly entitled will be paid. If no future benefit
payments are due, a person who was paid any amount to which he or she
was not entitled is liable for repayment of that amount, and a person
who was not paid the full amount to which he or she was entitled shall
be paid that amount.

Sec. 14.25.177. EFFECT OF AMENDMENTS. An amendment to this
chapter which has the effect of directly or indirectly changing the
amount of the benefit payments for which a teacher or member is
eligible, only applies to teachers or members who have not yet retired
under the early or normal retirement provisions, unless the amendment
expressly provides for the inclusion of persons already receiving
those payments.

* Sec. 5. AS 14.25.110(c) and 14.25.220(25) are repealed.

* Sec. 6. This Act takes effect July 1, 1976.



)

2

13
14

15

17
18

19

[

23

24

25

26

27

28

29

BY THE RULES COMMITTEE BY

IN THE SENATE REQUEST OP THE GOVERNOR
SENATE BILL NO. 552
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to teachers' retirement; and pro-
viding for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

*

Section 1. AS 14.25.040 is repealed andre-enacted to read:

Sec. 14.25.040. MEMBERSHIP. A teacher or member contracting for
service with a participating employer is subject to this chapter.
Sec. 2. AS 14.25.130(c) is amended to read:

(c) Once each year during the first five yearsfollowing retire-
ment of a teacher for disability under this section, and once [IN]
every three-year period thereafter, the administrator may [, AND, UFON
AN APPLICATION FOR DISABILITY RETIREMENT SALARY, SHALL] require a
teacher who has not attained eligibility for normal retirement [THE
AGE OF 65 YEARS] to undergo a medical or mental examination by a
competent physician [OR PSYCHIATRIST], The administrator shall suspend
any disability retirement allowance for a teacher who refuses to
undergo a physical or mental examination whenrequested by the admini-
strator under this section.

Sec. 3. AS 14.25.140(b) is amended to read:

(b) The payment made for [ON THE FIRST DAY OF] the month in
which the disabled teacher recovers from his disability, dies or
attains eligibility for normal retirement [AGE 55] constitutes the
last payment.

Sec. 4. AS 14.25 is amended by adding new sections to read:
Sec. 14.25.173. ADJUSTMENTS. If a change or error is made in

-1- SB 552



the records maintained by the system or an error is made in computing
a benefit, and as a result a teacher or member or beneficiary receives
from the system more or less than he would have been entitled to
receive had the records been correct or had the error not been made,
(1) the records or error shall be corrected, and (2), as far as practi-
cable, future payments shall be adjusted so that the actuarial equiva-
lent of the pension or benefit to which the teacher or member or
beneficiary was correctly entitled will be paid. If no future benefit
payments are due, a person who was paid any amount to which he or she
was not entitled is liable for repayment of that amount, and a person
who was not paid the full amount to which he or she was entitled shall
be paid that amount.

Sec. 17.25.177. EFFECT OF AMENDMENTS. An amendment to this
chapter which has the effect of directly or indirectly changing the
amount of the benefit payments for which a teacher or member is
eligible, only applies to teachers or members who have not yet retired
under the early or normal retirement provisions, unless the amendment
expressly provides for the inclusion of persons already receiving
those payments.

* Sec. 5. AS 111.25.110(c) and 111.25.220(25) are repealed.

* Sec. 6. This Act takes effect July 1, 1976.

SB 552
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Introduced: 1/20/76

Referred: Health, Education
and Social Services and
Finance

BY THE RULES COMMITTEE BY
IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 552
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to teachers' retirement; and pro-
viding for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATEOF ALASKA:
* Section 1. AS 14.25.040 is repealed and re-enacted to read:

Sec. 113.25.040. MEMBERSHIP. A teacher or member contracting for

service with a participating employer is subject to this chapter.
* Sec. 2. AS 14.25.130(c) is amended to read:

(c)Once each year during the first five years following retire-
ment of a teacher for disability under this section, and once [IN]
every three-year period thereafter, the administrator may [, AND, UPON
AN APPLICATION FOR DISABILITY RETIREMENT SALARY, SHALL] require a
teacher who has not attained eligibility for normal retirement [THE
AGE OF 65 YEARS] to undergo a medical or mental examination by a
competent physician [OR PSYCHIATRIST], The administrator shall suspend
any disability retirement allowance for a teacher who refuses to
undergo a physical or mental examination' when requested by the adminl-
strator under this section.

* Sec. 3. AS 14.25.140(b) is amended to read:

(b) The payment made for [ON THE FIRST DAY OF] the month in
which the disabled teacher recovers from his disability, dies or
attains eligibility for normal retirement [AGE 55] constitutes the
last payment.

* Sec. A, AS 14.25 is amended by adding new sections to read:

Sec. 14.25.173. ADJUSTMENTS. If a change or error is made in

-1- SB 552



the records maintained by the system or an error is made in computing
a benefitj and as a result a teacher or member or beneficiary receives
from the system more or less than he would have been entitled to
receive had the records been correct or had the error not been made,
(1) the records or error shall be corrected, and (2), as far as practi-
cable, future payments shall be adjusted so that the actuarial equiva-
lent of the pension or benefit to which the teacher or member or
beneficiary was correctly entitled will be paid. If no future benefit
payments are due, a person who was paid any amount to which he or she
was not entitled is liable for repayment of that amount, and a person
who was not paid the full amount to which he or she was entitled shall
be paid that amount.

Sec. 14.25.177. EFFECT OF AMENDMENTS. An amendment to this
chapter which has the effect of directly or indirectly changing the
amount of the benefit payments for which a teacher or member is
eligible, only applies to teachers or members who have not yet retired
under the early or normal retirement provisions, unless the amendment
expressly provides for the inclusion of persons already receiving
those payments.

* Sec. 5. AS 14.25.110(c) and 14.25.220(25) are repealed.

* Sec. 6. This Act takes effect July 1, 1976.
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Introduced: 1/20/76

Referred: Health, Education
and Social Services and
Finance

BY THE RULES COMMITTEE BY

IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 552
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to teachers' retirement; and pro-

viding for an effective date.”

BE IT ENACTED BY THE LEGISLATUREOF THE STATE OF ALASKA:

*

*

Section 1. AS 14.25.040 isrepealed andre-enacted to read:

Sec. 14.25.040. MEMBERSHIP. A teacher or member contracting for
service with a participating employer is subject to this chapter.
Sec. 2. AS 14.25.130(c) is amended to read:

(c) Once each year during the first five yearsfollowing retire-
ment of a teacher for disability under this section, and once [IN]
every three-year period thereafter, tlv administrator may [, AND, UPON
AN APPLICATION FOR DISABILITY RETIREMENT SALARY, SHALL] require a
teacher whohas not attained eligibility for normal retirement [THE
AGE OF 65 YEARS] to undergo a medical or mental examination by a
competent physician [OR PSYCHIATRIST], The administrator shall suspend
any disability retirement allowance for a teacher who refuses to
undergo a physical or mental examination whenrequested by the admini-
strator under this section.

Sec. 3. AS 14.25.140(b) Is amended to read:

(b) The payment made for [ON THE FIRST DAY OF] the month in
which the disabled teacher recovers from his disability, dies or
attains eligibility for normal retirement [AGE 55] constitutes the
last payment.

Sec. 4. AS 14.25 is amended by adding new sections to read:

Sec. 14.25.173. ADJUSTMENTS. |If a change or error is made in

-1- SB 552
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the records maintained by the system or an error is made in computing
a benefit, and as a result a teacher or member or beneficiary receives
from the system more or less than he would have been entitled to
receive had the records been correct or had the error not been made,
(1) the records or error shall be corrected, and (2), as far as practi-
cable, future payments shall be adjusted so that the actuarial equiva-
lent of the pension or benefit to which the teacher or member or
beneficiary was correctly entitled will be paid. If no future benefit
payments are due, a person who was paid any amount to which he or she
was not entitled is liable for repayment of that amount, and a person
who was not paid the full amount to which he or she was entitled shall
be paid that amount.

Sec. 17.25.177. EFFECT OF AMENDMENTS. An amendment to this
chapter which has the effect of directly or indirectly changing the
amount of the benefit payments for which a teacher or member is
eligible, only applies to teachers or members who have not yet retired
under the early or normal retirement provisions, unless the amendment

expressly provides for the inclusion of persons already receiving

those payments.

¥ sec. 5. AS 14.25.110(c) and 14.25.220(25) are repealed.

*

Sec. 6. This Act takes effect July 1, 1976.

SB 552
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COMMITTEE REPORT

SENATE
3/18/76
Mr_.President: Date
The Committee on Finance has had SB 555
relating to state aid for retirement of school construction debt
under consideration. A Majority of the members of the Committee

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

( ) recommends it BEREPLACED WITH CSFOR AND THAT

CS FOR DO PASS

( ) "and" recommends it BE REFERRED TO THE

COMM ITTEE
() reports it back WITHOUT RECOMMENDATION
( ) "other™

Members signing the Majority report:

Members NOT concurring 1in the Majority report:

recommends:

recommends:

recommends:

recommends:

recommends:

Chairmnan



COMMITTEE REPORT

SENATE

1,21176

Mr. President:

Health, Education &

The Committee onSocial Services has had 8B 555
relating to state aid for retirement of school construction debt
under consideration. A Major ity of the members of the Committee

o4 recommends it DO PASS
( ) recommends it DO NOT PASS
( ) recommends it DO PASS WITH ATTACHED AMENDMENT(S)

( ) recommends 1t BE REPLACED WITH CS FOR AND THAT

CS FOR DO PASS

() "and” recommends it BE REFERRED TO THE

COMMITTEE
( ) reports it back WITHOUT RECOMMENDATION
() "other"®

Members signing the Majority report:

Members NOT concurring 1in the Majority report:
recommend s :
recommend s :
recommen ds:
recommend s :
recommend s :

s n Cha irman



Introduced: 1/21/76
Referred: Health, Education &
ices and Finance

THE SENATE BY KERTTULA
SENATE BILL NO. 555
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitleds TAn Act relating to state aid for retirement of school
construction debt."
BE.LT_.E.N.A.C.%(%'D CBY THEWL&:GISL;A.TE*RE OF THE STATE OF ALASKA:
* Section 1. AS ~3*18.100(a) is amended to read:
(a) During each fiscal year the state shall allocate to an organ-
ized borough or a city which Is a school district [ONE-HALF, OR I[P
SCHOOL CONSTRUCTION IS FOR VOCATIONAL EDUCATION FACILITIES AS DETERMINED
BY THE COMMISSIONER] three-quarters [,] of the following suras:
! *o . . .

(1) 2baanents made by the borough or city dufing the fiscal
year two years prior for the retirement of principal and interest on
bonds, notes, or other indebtedness incurred to pay costs of schoo
construction;

(2) the amount of payments that would have been expended by
a borough or city two years prior for the retirement of principal and
interest on bonds, notes, or other indebtedness Incurred to pay costs
of school construction had the borough or city issued bonds, notes, or
other indebtedness of 10 years duration bearing interest at the rate of
six per cent a year to finance the costs rather than paying those costs
through taxes or other local sources

(3) ca3h payments made by the borough or city during the

construction.
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Introduced: 1/21/76
Referred: Health, Education &
Social Services And Finance

IN THE SENATE BY KERTTULA

SENATE BILL NO. 555
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to state aid for retirement of school

construction debt."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

s Section 1. AS ~3-1B.100(a) is amended to read:

(a) During each fiscal year the state shall allocate to an organ-
ized borough or a city which is a school district [ONE-HALF, OH IF
SCHOOL CONSTRUCTION IS FOR VOCATIONAL EDUCATION FACILITIES AS DETERMINED
BY THE COMMISSIONER] three-quarters [,] of the following sums:

(1) payments made by the borough or city during the fiscal
year two years prior for the retirement of principal and interest on
bonds, notes, or other indebtedness incurred to pay costs of school
construction;

(2) the amount of payments that would have been expended by
a borough or city two years prior for the retirement of principal and
interest on bonds, notes, or other indebtedness incurred to pay costs
of school construction had the borough or city issued bonds, notes, ox
other indebtedness of .10 years duration bearing interest at the rate of
six per cent a year to finance the costs rather than paying those costs
through taxes or other local sources;

(3) cash payments made by the borough or city during the

fiscal year two years earlier to pay costs of school construction.

-1- SB 555
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Introduce"!: 1/21/76
Referred: Health, Education T
Social Services And Finance

IN THE SENATE BY KERTTULA

SENATE BILL NO. 555
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to state aid for retirement of school

construction debt."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. AS J3.1B.100(a) Is amended to read:

(a) During each fiscal year the state shall allocate to an organ-
ized borough or a city which is a school district [ONE-HALF, OR IF
SCHOOL CONSTRUCTION IS FOR VOCATIONAL EDUCATION FACILITIES AS DETERMINED
BY THE COMMISSIONER] three-quarters [,] of the following sums:

(1) payments made by the borough or city during the fiscal
year two years prior for the retirement of principal and interest on
bonds, notes, or other indebtedness incurred to pay costs of school
construction;

(2) the amount of payments that would have been expended by
a borough or city two years prior for the retirement of principal and
interest on bonds, notes, or other indebtedness incurred to pay costs
of school construction had the borough or city issued bonds, notes, or
other indebtedness of 10 years duration bearing interest at the rate of
six per cent a year to finance the costs rather than paying those costs
through taxes or other local sources;

(3) cash payments made by the borough or city during the

fiscal year tv/o years earlier to pay costs of school construction.

-1- SB 555
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COMMITTEE REPORT

3/26/76

Mr. President:

The Committee on

SENATE

Date

Finance has had SB 556

creating a renewable resources development bank
A Majority of the members of the Committee

under consideration.
( ) recommends it
( ) recommends it
( ) recommends it
( ) recommends it

CS FOR

DO PASS
DO NOT PASS
DO PASS WITH ATTACHED AMENDMENT(S)

BE REPLACED WITH CSFOR

DO PASS

( ) "and™ recommends it BE REFERRED TO THE

COMMITTEE

AND THAT

( ) reports it back WITHOUT RECOMMENDATION

( ) "other"

Members signing the

Members NOT concurri

Majority report:

ng 1in the Majority report:
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sponsor: Kerttula Offered: 3/26/76
Referred: Finance
IN THE SENATE BY THE COMMERCE COMMITTEE
CS FOR SENATE BILL NO. 556
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act creating the Renewable Resources Development
Bank; and providing for an effective date.l
BE IT ENACTED BY THE LEGISLATURE OF THE STATE 0F4ALASKA:
» Section I, AS 44 is amended by adding a new chapter to read:
CHAPTER 55. RENEWABLE RESOURCES DEVELOPMENT BANK.

ARTICLE 1. CREATION AND ORGANIZATION.

Sec. 44.55.010. LEGISLATURE FINDING. The legislature determines
that:

(1) the achievement of stable long-term economic growth in
the state w ill depend in large part on the development of renewable
resource industry;

(2) the development of renevrable resource industry w ill be
accelerated by the increased availability of financing for feasible
renewable resource projects;

(3) after completion of the Trans-Alaska Pipeline the state
w ill have available amounts from nonrenewable revenue resource sources
for financing renewable resource industry;

(4) the achievement of the goal of stable long-term economic
growth in the state w ill bhe facilitated by creation of an instrumentalit
of the state with the powers provided in this chapter to assist in the
determination of feasibility of renewahble resource projects and to

assist in the financing, with other sources, of such projects.
Sec. 44.55.020. CREATION OF BANK. There is created the Renewable
Resources Development Bank. The bank is a public corporation and
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government instrument in the Department of Commerce and Economic Develop-
ment but has legal existence independent of and separate from the state.
The exercise by the bank of the powers conferred by this chapter is con-
sidered an essential governmental function of the state.

Sec. 44.55.030. MEMBERSHIP. The bank is governed by a board of
directors consisting of the commissioner of commerce and economic
development and the commissioner of revenue as ex officio members with
power to vote, and seven members appointed fey the governor. The appoint-
ment of each director is subject to confirmation by the legislature in
joint session. The members appointed shall bhe residents of the state
involved in banking, finance or In renewable resource industry. The
term of office of each director is four years except the Initial term of
office of one of the directors is one year, the initial term of two of
the directors is two years, the initial term of two of the directors is
three years, and the initial term of two of the directors is four years.
Each director serves until his successor ha3 been appointed and qualified

Sec. 44.55.040. OFFICERS, QUORUM, AND EXECUTIVE COMMITTEE. The
directors shall elect a chairman from among their members, and other
officers as they determine desirable. The powers of the bank are vested
in the directors and five directors constitute a quorum. Action may be
taken by the bank at a meeting by the affirmative vote of at least five
directors. The board of directors may constitute an executive committee
to which it may delegate part of its powers. The executive committee
consists of the president and at least two other persons appointed by
the board from among the members.

Sec. 44.55.050. STAFF. The bank shall employ a president who may
with the approval of the directors employ additional officers and employ-
ees. Employees and officers of the bank are not in the classified

service under AS 39.25. In addition to its staff of employees and



officers, the bank may contract and engage the services of consultants,
experts, and counsel the bank considers necessary.

myV n , : . a

ARTICLE 2. PURPOSE AND POWERS.

Sec. 44*55*060. PURPOSE. The purpose of the bank is to assist in
the development of renewable resource industry in the state by assist-
ing, after determining the feasibility of specific projects, in the
financing of projects in conjunction with other sources

Sec. ~4.55-070. GENERAL POWERS. In carrying out its corpor-
ate purposes, the bank has power to:

(1) adopt, alter and use a corporate seal

(2) prescribe, adopt, amend and repeal bylaws;

(3) sue and be sued in its own name;

(4) invest, in such form as it considers appropriate, includ-
ing, without limitation, by purchase of the capital stock of or the
lending of money to, renewable resource projects, provided, that any
investment in the capital stock of or other ownership interest in such
a project shall not exceed 50 per cent of the capital stock of, or other
ownership Interest in, the project,, and no loan or other Investment in
the project by the bank shall exceed 90 per cent of the cost of the
project except where in the judgment of the bank additional amounts must
be loaned to protect the Interests of the bank

(5) borrow funds, and in that connection furnish such col-
lateral or other security as It determines;

(6) deposit Its funds, or Invest its funds in such obliga-
tions as it may determine

(7) guarantee securities in which it Invested in order to
facilitate their Bale

(8) buy and sell securities it has Issued or guaranteed or in

which It has invested;

-3- CSSB 556
IVMVW 1S



13

14

15

16

17

18

19

23

24

25

26

27

28

29

(9) manage the Alaska renewable resources development

and theAlaska renewable resources permanent fund <created by AS 37 .H i

(10) enter into agreements necessary or convenient in the
exercise of its powers and functions;

(11) acquire, hold, use, lease, sell or otherwise dispose of
property of any kind, real, personal or mixed, or any interest in it;

(12) contract with state, federal and otheragencies to
develop needed information andanalyses;

(13) do all acts andthings necessary, convenient or desirable
to carry out the powers granted or implied in this chapter;

(14) make grants, not to exceed 15 per cent of the total
assets, to renewable resource development projects which, under guide-
lines established by regulation, are projects that contribute signifi-
cantly to the long-term viability of the renewabhle resource industries
of the state;

(15) purchase currently sound evidence of indebtedness from
the tourism fund, the agriculture revolving loan fund and the small
business development loan fund if the loan was made after the effective
date of this Act in support of renewable resource development and if
the loan meets the critex*ia of sec. 80(b) of this chapter.

Sec. 44.55.080. INITIAL DETERMINATIONS AND OPERATIONAL PRINCIPLES
AND POWERS, (a) Before beginning its financing operations, the bank
shall render a detailed report to the legislature which shall

(1) define the renewahble resource industry sectors which need
financing for expansion of existing projects or the development of new
projects;

(2) define the sizeand nature of projects which are feasible

for bank financing;

(3) determine specific projects which are feasible for bank

SSB 556 -4 -



and private financing;

(4) determine the availability of private investment capital
for the projects it determines are feasible;

(5) forecast the capital requirements of the bank for the
first three years of its operations,

(b) The operations of the bank shall be governed by the following
principles:

(1) Before financing a project the bank shall determine the
feasibility of the renewable resource project seeking financing on an
independent basis employing such criteria it considers necessary, in-
cluding, without limitation, the availability of competent and experi-
enced management.

(2) The bank shall not invest in any renewahble resource
project for which in its opinion sufficient private financing could bhe
obtained on reasonable terms.

(3) The bank shall not assume responsibility for managing
any project In which it has Invested, except where In the Judgment of
the bank of the exercise of managerial control Is necessary to protect
its Interests.

(4) The bank shall undertake its financing on terms and con-
ditions which it considers appropriate, taking into account the require-
ments of the project, the risks being undertaken and conditions normally
obtained by private investors for similar financing which may, without
lim itation, include restrictions on the amount of officers’' and direc-
tors’ salaries, the amount of dividends which may be paid, the amount of
capital expenditures and the redemption of preferred stock.

(5) The bank shall seek to revolve Its funds by selling its
investments to private Investors whenever it can appropriately do so on

satisfactory terms.
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(6) The bank shall promote private Investment in renewable
resource industry by intensive Investigation of potential projects,
assistance in securing experienced management and by any other means it
considers appropriate

(7) The bank shall seek to maintain reasonable diversifica-
tion in Its Investments between the major categories of renewable re-
source Industry.

Sec. 44.55.090. ANNUAL AUDIT. The board shall provide for an
annual Independent audit of the accounts and financial transactions of
the bank. To make the audit the bhoard shall designate a certified
public accountant who has no personal interest, direct or indirect, in
the fiscal affairs of the bank. Copies of the audit shall be furnished

to the legislature within the first 10 days of each regular session.

Sec. 44.55.100. DEFINITIONS. In this chapter:
(1) "bank" means the Renewable Resources Development Bank;
(2) "business enterprise”™ means a private corporation, firm,

partnership or sole proprietorship
(3) "renewahle resource Industry" means commercial, indus-
trial or manufacturing operations in the area of agriculture, fisheries,
forestry or outdoor recreation;
(4) “renewahle resource project” or "project"™ means property
of a business enterprise used in connection with
(A) making, processing, preparing or producing in any
manner goods or products of agriculture, fisheries, or forestry,; or
(B) outdoor recreation.
Sec. 44.55.110. CONFLICT OF INTEREST. The bank shall not make a
financial transaction with a business enterprise to
members or employees are related

Sec. 2. AS
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Sec. 37.11.030. FUND UTILIZATION. Appropriations from this fund
shall provide funding for capital and operating expenditures of the
Renewahle Resources Development Bank. Plans for expenditures from this
fund shall be prepared in detail by the board of directors of the bank
and shall be submitted by the governor in accordance with the Executive
Budget Act (AS 37.07) as part of his annual presentation to the legis-
lature .

Sec. 3. AS 37.11.070 is amended to read:

Sec. 37.11.070. UTILIZATION OF FUND INCOME. Income received from
investment of permanent fund principal shall not be held in trust, but
shall be used to provide funding for capital and operating appropriations
of the Renewable Resources Development Bank [FOR THE REHABILITATION,
ENHANCEMENTVA[\IID DEVELOF_’MENT 0F RJJE’NE\N,rA.BJ/-E RESOURCES PROGRAMS].l.‘*P.lans for
expenditures from fund income shall be prepared In detail by the board
of directors of the bank [APPROPRIATE STATE DEPARTMENT OR AGENCY] and
shall be submitted by the governor in accordance v/ith the Executive
Budget Act (AS 37-07) as part of his annual budget presentation to the
legislature.

Sec. k. AS 37.10.075(a) is amended to read:

(a) When the commissioner of revenue determines that there are
funds in the state treasury which are not being used for the purposes
provided for In sec. 70 of this chapter, they may bhe deposited In
financial institutions Including the Renewahble Resources Development
Bank. Collateral may be required by the commissioner to secure state
deposits provided for under this section.

Sec. 5. This Act takes effect July 1, 1976,

COMMITTEE COPY. 7. cssb 556
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HE SENATE BY KERTTULA
SENATE BILL NO. 556
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
an Act entitled: "An Act creating a renewable resources development bank

and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

S
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Section I, AS 44 is amended by adding a new chapter to read:

CHAPTER 55, RENEWABLE RESOURCES DEVELOPMENT BANK.

Sec. 44.55.010. PURPOSE. It is the purpose of this chapter to proA/,
mote the development of Alaska's renewable resource industry as a means
of minimizing economic fluctuations and stabilizing employment oppor-
tunities by providing technical and financial assistance to development
production, processing, marketing and distribution of renewable resource
enterprises.

Sec. 44.55.020. RENEWABLE RESOURCES DEVELOPMENT BANK. There is
created the Renewabhle Resources Development Bank. The bank is a public
corporation and government Instrument in the Department of Commerce and
Economic Development but has a legal existence independent of and sepa-
rate from the state. The exercise by the bank of the powers conferred
by this chapter is considered an essential governmental function of the
state

Sec. H4.55.030. MEMBERSHIP AND VACANCIES. The bank Is governed bj
a board of directors consisting of 11 members. The commissioner of
commerce and economic development, the commissioner of natural resource::
one member of the senate appointed by the president of the senate and

one memhber of the house appointed by the speaker of the house are ex

officio members with power to vote. The ex officio members may not be
SB 556
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f the bank. The remaining seven members are appointed the

by

ubject to confirmation by the legislature In joint session,

emaining members, one represents agriculture, one represents

one represents forestry and one represents outdoor recreation

shall be chosen for their demonstrated Interest in the

represent. A vacancy In the board occurring before the

terra is filled |In the same manner as the original

unexpired term only.

44.55.040. TERM OF OFFICE; COMPENSATION. The term of the

directors is two years. The term of the directors appointed

is five years. The Initial terms are: two members

for a one-year term, two members appointed for a two-year

appointed for a three-year term, one member appointed for a

and one member appointed for a five-year term. The mem-

no salary for their services but are entitled to per diem

expenses authorized law for bhoards and commissions.

by

44 .55.050. OFFICERS AND QUORUM. The directors shall elect

members a chairman, a vice chairman, a secretary and a

The same person may be elected to serve as secretary and

The powers of the bank are vested in the directors and six

a quorum for conducting business and exercising

of the bank. The board shall meet at the call of the

r, in his absence, the vice chairman. The board shall keep

each meeting and send a certified to the commissioner

copy

and economic development,

44.55.060. POWERS OF THE BANK (a) The bank has the

general

alter and

(1)
(2)

adopt, use a corporate seal

prescribe, adopt

0.

amend and repeal bylaws;
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(3) sue and be sued in its own name;

(4) appoint officers, agents and employees and vest them with
powers and duties and to fix, change and pay compensation for their
services as the bank may determine;

(5) borrow money, make and issue bonds, notes and other evi—
dences of indebtedness of the bank for any of its corporate purposes in
an amount of not more than 50 per cent of its net assets and to secure
payment of its bonds and of other obligations by pledge of or lien on al
or any of its assets, contracts, revenue and income;

(6) make and issue bonds for the purpose of funding, refundin
purchasing, paying or discharging any of the outstanding bonds or obli—
gations issued or assumed by it or bonds or obligations the principal
or interest of which is payable in whole or in part from its revenue;

(7) make and execute agreements, contracts and other instru—
ments necessary or convenient in the exercise of its powers and func—
tions, including contracts with any person, firm, corporation, govern—
ment agency or other entity;

) receive, administer and comply with the conditions :
requirements of an appropriation, gift, grant or donation of property or
money ;

(9) invest or reinvest money or funds held by the bank in
obligations or other securities or investments in which the state or
its political subdivision may legally invest funds held in reserves or
sinking funds or funds not required for immediate disbursement, and in
certificates of deposits or time deposits;

(10) acquire, hold, use, lease, sell or otherwise dispose of
property of any kind, real, personal or mixed or any interest in it;

(ll) plan, design, construct, reconstruct, extend or improve
any facility necessary or convenient in connection with its activities;
- SB 556
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(12) adopt, amend and repeal rules and regulations necessary
for the exercise and performance of its powers and duties;

(13) make loans to renewable resource industries;

(1*0 make grants to renewable resource development projects
which, under guidelines established by regulation, are projects that
contribute significantly to the long term viability of the renewable re-|
source industries of the state.

(15) purchase currently sound evidence of indebtedness from
the tourism fund, the agriculture revolving loan fund and the small
business development loan fund if the loan was made after the effective
date of this chapter in support of renewable resource development;

(16) contract with or make grants to other state agencies to
develop needed information and analyses;

(17) do all acts and things necessary, convenient or des.lrablj<
to carry out the powers granted or implied in this chapter.

(b) The bank shall:

(l) establish management and developmental expertise in agri—
culture, fisheries, forestry, and outdoor recreation in order to assist
in the formulation of and evaluation of feasibility studies, and to pro-—
vide management assistance to renewable resources enterprises;

(2) provide a minimum of 15 per* cent of its financial support
and technical assistance to each of four renewable resource groups:
agriculture, fisheries, forestry, and outdoor recreation;

(3) seek to create investment opportunities by bringing to—
gether local and out-of-state investors and experienced management, and]|
by investigations and analyses of investment possibilities;

(4) endeavor to stimulate the flow of private capital into

productive investments in renewable resources development”

(5) manage the Alaska renewable resources development fund

COMMITTEE (DPX
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and the Alaska renewable resources permanent fund created by AS 37.11.
Sec. 44.55.070. PRESIDENT. There is a president of the bank
appointed by the board but the appointment is subject to approval by th
governor and confirmation by the legislature in joint session. The

president is the chief executive officer of the bank, appoints and

removes bank personnel, is responsible to the board of directors for
all operations of the bank, and serves at the pleasure of the board.
The compensation for the president shall be determined by the board.

Sec. 44.55.080. CONFLICT OF INTEREST. No officer, employee or
agent of the bank may have an interest, direct or indirect, 1in any con-—
tract or proposed contract for services or materials to be furnished to
or used by the bank, other than for his contract of appointment or
employment.

Sec. 44.55.090. CONDITIONS APPLICABLE TO LOANS. (a) The bank ma
make loans under this chapter only after the board has determined for
each project that sufficient private capital is not available or is not
available on terms the bank determines reasonable.

(b) No loan may be made until the board determines that the pro
ject to be financed by the loan is technically and economically fea—
sible, and that the project will be financially self-sustaining and
fully amortized within the term of the loan and in accordance with othe
terms and conditions of the loan or that a project is necessary to es-—
tablish those infrastructural components which are determined by docu—
mented economic analysis to be missing and to be vital to development o
the renewable resource enterprise as a whole.

Sec. 44.55.100. TAX EXEMPTION, (a) The bank is not required to

pay a tax on property owned by it or upon income from it.

(b) AIl obligations issued under this chapter are issued by a bc

corporate and public which is a political subdivision of the state and

COMMITTEE COPY -S -



for an essential public and governmental purpose, and the obligations,
and the interest and income on and from the obligations, and all fees,
charges, funds, revenues, income and other money pledged or available tol
pay or secure the payment of the obligations or interest are exempt from]|
taxation except for transfer, inheritance and estate taxes.

(©) All obligations or liabilities of the bank remain its own
are not liabilities or obligations of the state.

Sec. 44.55.110. ANNUAL AUDIT. The board shall provide for an an-—
nual independent audit of the accounts and financial transactions of
the bank. To make the audit the board shall designate a certified
public accountant who has no personal interest, direct or indirect, in
the fiscal affairs of the bank. Copies of the audit shall be fur—
nished to the legislature within the first 10 days of each regular ses—
sion.

Sec. 44.55.120. BONDS AND NOTES, (a) The bank, by board resolu—
tion, may 1issue bonds and bond anticipation notes in order to provide
funds to carry out and effectuate its purposes.

(b) The principal and interest on these bonds or notes 1is payable
from bank funds. Bond anticipation notes may be payable from the pro—
ceeds of the sale of bonds or from the proceeds of sale of other bond
anticipation notes or, if bond or bond anticipation note proceeds arc
not available, such notes may be paid from other funds or assets of the
bank. Bond3 or notes may be additionally secured by a pledge of a
grant or contribution from the federal or state government, a corpora—
tion, association, Institution or person, or a pledge of money, 1income,
or revenue of the bank from any source.

(c) Bonds or bond anticipation notes may be issued as provided by

board resolution, 1in one or more series and shall (1) be dated; (2) bei

interest at the prescribed rate per year or within the maximum rate; (3!

SB 556 -6 -
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be in a certain denomination or form, either coupon or registered; (4)
carry the conversion or registration provisions; (5) have rank or
priority; (6) be executed in a certain manner and form; (7) be payable
from the sources in the medium of payment and place or places inside or
outside the state; (8) be subject to authentication by a trustee or

fiscal agent; and (9) be subject to terms of redemption, with or without]

premium. Bond anticipation notes mature at a time determined by the
bank. Bonds mature at a time, not exceeding 50 years from the date
of their issuance, as determined by the bank. Before the preparation of[

definitive bonds or bond anticipation notes, the bank may issue interim
receipts or temporary bonds or bond anticipation notes, with or without
coupons, exchangeable for bonds or bond anticipation notes when the
definitive bonds or bond anticipation notes have been executed and are
available for delivery.

(d) Bond or bond anticipation notes may be sold in the manner, on
the terms, and at the price the bank determines.

(e) If an officer whose actual or facsimile signature appears on
any bonds or notes or coupons attached to them ceases to be an officer
before the delivery of the bond, note or coupon, his signature is valid
as if he had remained in office until delivery.

(f) In a resolution of the bank authorizing or relating to the
issuance of bonds or bond anticipation notes, the bank may, with the
holders of the bonds or bond anticipation notes

(1) pledge to any payment or purpose all or any part of
revenues to which it is or will be entitled to and similarly pledge
the money derived from the revenues, and the proceeds of any bonds or

notes;
(2) covenant against pledging all or any part of its revenue:]
or against permitting or suffering a lien on the revenues or its prop-
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(3) covenant as to the use and disposition of any and all
payments of principal or interest received by the bank on mortgage
loans, construction loans or other"investments held by the bank;

(4) covenant as to establishment of reserves or sinking funds
and the making of provision for and the regulation and disposition of
the reserves or sinking funds;

(5) covenant with respect to or against limitations on a
right to sellor otherwise dispose of property of any Kkind;

(6) covenant as to bonds and notes to be issued, and their
limitations, terms and conditions, and as to the custody, application
and disposition of the proceeds of the bonds and notes;

(7) covenant asto the issuance of additional bonds or notes,
or as to limitations onthe issuance of additional bonds or notes and
the incurring of the other debts;

(8) covenant as to the payment of the principal of or inter—
est on the bonds or notes, as to the sources and methods of the payment,
as to the rank or priority of the bonds or notes with respect to a lien
or security, or as to the acceleration of the maturity of the bonds or
notes;

(9) provide for the replacement of lost, stolen, destroyed or
mutilated bonds or notes;

(10) covenant against extending the time for the payment of
bonds or notes or interest on the bonds or notes;

(11) covenant as to the redemption of bonds or notes and
privileges of their exchange for other bonds or notes of the authority;

(12) covenant to create or authorize the creation of special
funds of money to be held in pledge or otherwise for operation expenses,

payment or redemption of bonds or notes, reserves or other purposes, anc

as to use and disposition of the money held in the funds;

sb 556 -8 - COMMITTEE COPY
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(13) establish the procedure, If any, by whichthe terms of
any contract or covenant with or for the benefit of the holders of bonds
or notes may be amended or abrogated, the amount of bonds or notes the
holders of which must consent to amendment or abrogation, and the manner
in which the consent may be given;

(14) covenant as to the custody of any of its properties or
investments, their safekeeping and insurance, and the use and disposit—
ion of insurance money,

(15) covenant as to the time or manner of enforcement or
restraint from enforcement of any rights of the bank arising by reason
of or v/ith respect to nonpayment of principal or interest of any mort—
gage loans or construction loans;

(16) provide for the rights and liabilities, powers and duties
arising upon the breach of a covenant, condition or obligation, and to
prescribe the events of default and the terms and conditions upon which
any or all of the bonds, notes or other obligations of the bank become
or may be declared due and payable before maturity and the terms and

conditions upon which such a declaration and its consequences may be

waived;

(17) vest in a trustee or trustees insideor outside the state
property, rights, powers and duties in trust as thebank may determine,
which may include any or all of the rights, powers and duties of a
trustee appointed by the holders of bonds or notes,and to limit or

abrogate the right of the holders of bonds or notes of the bank to
appoint a trustee under this chapter or limit the rights, powers and

duties of the trustee;

(18) pay the costs or expenses incident to the enforcement of
the bonds or notes or of the provisions of the resolution or of a

covenant or agreement of the bank with the holders of its bonds or

COMMITTEE COPY "0- B 556




notes;

(19) agree with a corporate trustee which may be a trust
company or bank having the powers of a trust company inside or outside
the state as to the pledging or assigning of revenues or funds to which
or in which the bank has any rights or interest; and further provide for
other rights and remedies exercisable by the trustee as may be proper
for the protection of the holders of any bonds or notes of the bank
and not otherwise in violation of law and may provide for the restric—
tion of the rights of an indivldaul holder of bonds or notes of the ban! ;

(20) appoint and provide for the duties and obligations of a
paying agent or other fiduciary, by resolution, inside or outside the
state;

(21) limit the rights of the holders of bonds or notes to
enforce a pledge or covenant securing bonds or notes;

(22) make covenants other than expressly authorized in this
section, of like or different character, and to make covenants as may be
necessary or desirable, to better secure bonds or notes or which, 1in the
discretion of the bank will tend to make bonds or notes more marketable
notwithstanding the fact that the covenants are not enumerated in this
section.

Sec. 44.55.130. VALIDITY OP PLEDGE. The pledge of assets or
revenues of the bank to the payment of the principal or interest of
obligations of the bank is valid and binding from the time the pledge it.
made and assets or revenues pledged are immediately subject to the lien
of the pledge without physical delivery or further action. The lien of
a pledge is valid and binding against all parties having claims of any
kind in tort, contract or otherwise against the bank, 1irrespective of

whether those parties have ndtice of the lien of the pledge. Nothing

prohibits the bank from selling assets subect to a pledge, except that

-1 0 -
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a sale may be restricted by the trust agreement or resolution providing
for the Issuance of the obligations.

Sec. 44.55.140. REMEDIES. A holder of obligations or coupons
attached to them issued under the provisions of this chapter, and a
trustee under a trust agreement or resolution authorizing the issuance
of the obligations, if not restricted by the trust agreement or resolu—
tion, either at law or in equity, may enforce all rights granted under
the coupons or under the trust agreement or resolution, or under any
other contract executed by the bank under this chapter, and may enforce
and compel the performance of all duties required by this chapter or by
the trust agreement or resolution to be performed by the bank or by
an officer of it.

Sec. 44.55.150. NEGOTIABLE INSTRUMENTS. All obligations and
Interest coupons attached to the obligations are negotiable Instruments
under the laws of this state, subject only to applicable registration
provisions.

Sec. 44.55.160. OBLIGATIONS ELIGIBLE FOR INVESTMENT. Obligations
issued under the provisions of this chapter are securities In which all
public officers and public bodies of the state and Its political subdi—
visions, all Insurance companies, trust companies, banking associations
investment companies, executors, administrators, trustees and other
fiduciaries may properly and legally invest funds, Including capital In
their control or belonging to them. These obligations may be deposited
with the state or municipal officer of an agency or political subdivision
of the state for any purpose for which the deposit of bonds, notes or
obligations of the state Is authorized by lav/.

Sec. 44.55.170. REFUNDING OBLIGATIONS. (a) The bank may
provide for the Issuance of refunding obligations for the purpose of

refunding obligations then outstanding which have been issued under the
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provisions of this chapter, including the payment of redemption premium
on them and interest accrued or to accrue to the date of redemption of
the obligations. The Issuance of the obligations, the maturities and
other details of them, the rlghtB of the holders of them, and the rightj
duties and obligations of the bank in respect of them are governed by
the provisions of this chapter which relate to the issuance of appro—
priate obligations.

(b) Refunding obligations may be sold or exchanged for outstandin;
obligations issued under this chapter. IT sold, the proceeds may be
applied, 1in addition to other authorized purposes, to the purchase,
redemption or payment of the outstanding obligations. Pending the
application of the proceeds of any such refunding obligations, with any
other available funds, to the payment of the principal (accrued interest
and any redemption premium on the obligations being refunded, and, if so
provided or permitted in the resolution authorizing the issuance of the
refunding obligations or in the trust agreement securing them, to the
payment of any interest on the refunding obligations and any expenses 1in
connection with the refunding), the proceeds may be invested in direct i
obligations of, or obligations the principal of and the interest on
which are unconditionally guaranteed by, the United States of America
which mature or which will be subject to redemption, at the option of
the holders of them, not later than the respective dates when the
proceeds, together with the Interest accruing on them, will be required
for the purposes intended.

Sec. 55*180. CREDIT OP STATE NOT PLEDGED. Obligations 1issued
under the provisions of this chapter do not constitute a debt, liability

or obligation of the state or of any other political subdivision of the
state or a pledge of the faith and credit of the state or a political

subdivision of the state but are payable solely from the revenues or
SB 556 -12- COMMITTEE COPY
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assets of the bank. Each obligation issued under this chapter shall
contain on its face a statement that the bank is not obligated to

it nor the interest on it except from the revenues or assets pledged
it and that neither the faith and credit nor the taxing power of the
state or of a political subdivision of the state is pledged to the pay
ment of the principal of or interest on the obligation.

Sec. 44.55.190. DEFINITION. In this chapter "renewable resource
industry” means agricultural, fisheries, forestry or outdoor recreation
industries.

Sec. 2. AS 37.11.030 1is repealed and re-enacted to read:

Sec. 37.11.030. FUND UTILIZATION. Appropriations from this fund
shall provide funding for capital and operating expenditures of the
Alaska renewable resources bank. Plans for expenditures from this fund
shall be prepared in detail by the board of directors of the bank and
shall be submitted by the governor in accordance with the Executive
Budget Act (AS 37.07) as part of his annual presentation to the legis—
lature.

Sec. 3. AS 37.11.070 is amended to read:

Sec. 37.11.070. UTILIZATION OF FUND INCOME. Income received from
investment of permanent fund principal shall not be held in trust, but
shall be used to provide funding for capital and operating appropria—
tions of the Alaska renewable resources bank [CAPITAL AND OPERATING AP —
PROPRIATIONS FOR THE REHABILITATION, ENHANCEMENT AND DEVELOPMENT OF
RENEWABLE RESOURCES PROGRAMS]. Plans for expenditures from fund income
shall be prepared in detail by the board of directors of the bank
[APPROPRIATE STATE DEPARTMENT OR AGENCY] and shall be submitted by the
governor in accordance with the Executive Budget Act (AS 37.07) as part

of his annual budget presentation to the legislature.

* Sec. 4. This Act takes effect July 1, 1976.
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The Legislature of the State of Alaska
FISCAL NOTE

Second Session - Ninth Legislature
REQUEST
Bill Identification: Senate Bill 556
Title: An Act creating tne Renewable Resources Development Bank
Requested by: Date: 472776
Return Date Requested: 4/2/76

Program:

Agency:

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

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY
"100 PERSONAL SERVICES 72,988 147,900
"200 TRAVEL 8,832 30,000
300 CONTRACTUAL 63,000 220,500
JJ00 COMMODITIES 1,000 2,500
Efoo EQUIPMENT 5,315 2,340
00 ° LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.
TOTAL >150,635 403,240
B. FUNDING: (Thousands of dollars)
Sil50,635
GENERAL FUND ’ 5403,240
FEDERAL FUNDS
OTHER
C. POSITIONS:
PERMANENT/TEMPORARY / 4/ / /
MAN MONTHS (P./T.) 33/ 2 2 7 / 2
11 ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
1v. ATTACHMENTS
V. DATE: April 2> 1976 PREPARED BY: Richard H. Eakins
REVIEWED BY:
Original: Legislative Finance *
cc: Budget and Management

Prime Sponsor (First Legislator Named)

81



Fiscal Note Analysis

Year One

It is expected that upon passage of the Bill the first 90 days would be spent
on recruiting and appointing the bank president and the initial support staff.

The immediate task of the staff will be to study, prepare and organize the office
and bank structure.

Since the Resource Bank is the first of this type of agency in the State of
Alaska it is believed that considerable study and thought will be required to
prepare the structure of the organization, administrative procedures, regulations,
the investment program and the financial handling of capital.

It is believed that the agency will require outside technical help by a bank
consulting firm. This 1is the reason for the inclusion of $50,000 the first year
and an additional $50,000 the second year for contractual services.

It is also adjudged that the agency will require consultant assistance the second
year to prepare the report required by the Legislature under Section 44.55.080.
Since there is no historical precedence or experience for compiling such a report
it will require technical assistance beyond the agency staff®s capability. As
this report is critical to the bank®"s successful operation it is essential that
it be competently done and in sufficient detail to give pointed direction to the
bank®"s directors and staff. The above is the reason for the heavy contractual
expenditures expected for the second year of operation.

The fiscal note analysis is not extended beyond the second year of operation as
the detail of the agency®"s organization and program will be formulated by the
staff and consultant studies performed in the first two years.



Fiscal Note Analysis - Estimated Cost FY 77

100 Staff
President -range 26 $26,559 - 9 mos.
Secretary |- range 10 8,766 - 9 mos.
Accountant IIl - range 16 13,194-9 mos.
Investment Officer - range 20 11,802 - 6 mos.
Sub total $60,321
Benefits 21% 12,667
Total $72,988
200 Travel

$5,000 President and staff
2 Board meetings

7 x 50 x 2 $ 700
7 x 188.0 x 2 = 2,632
Total $ 8,332

300 Contractual

$50,000 Consultant - begin preparation administrative and procedures
regulations
2,500 Audi t
500 Printing

10,000 Operational - rent, utilities, communications, etc.
Totalt : -« $63,000
"400 Commodities $ 1,000

500 Equipment

4 desks $315 ea. $ 1,260
4 chairs $130 ea. 520
2 guest chairs $75 ea. 150
2 bookcases $150 ea. 300
1 file 3 dr. $170 ea. 170
1 file 1 dr. $120 ea. 120
calculator print/w/memory $440 ea. 440
1 typewriter $750 ea. 750
2 hand calculators $140 ea. 280
coat rack $75 ea. 75
conference table $350 ea. 350
12 conference chairs $75 ea. 900

Total $ 5,315



Fiscal

Note Analysis -

Budget Object

100 Staff 2nd year

200 Travel

Estimated Cost FY 78

President - range 26 $ 35%412
Principal Economist - range 20 23*604
Investment Officer - range 20 23*604
Secretary 1 - range 10 11*688
Accountant IIl - range 16 17*592
Clerk Typist 1Il - range 8 10,332
Sub total $122,232
Benefi ts 21% 25,668
$147,900
Bank President $ 5,000
Staff 5,000
Board of Directors 20,000 1 meeting per month
$30,000 Per diem 7 x 50 x 12 = $ 4,200
Travel 7 x 188.0 x 12 = 15,800
Total $20,000
Travel will be heavy for the permanent
staff during the organizational period
300 Contractual
Consultant fees $350,000
a. $50,000 hire bank consultant firm to assist and prepare

administrative regulations and organizational

procedures

b. $150,000 hire consultant services to prepare the report
of recommendations for establishing a program for financing
renewable resource development and expansion

Outside Audit $ 2,500
Printing 3,000
Operational Costs 15,000
$220,500
400 Commodities $ 2,500
500 Equipment
2 desks $315 ea. $ 630
2 chairs $130 ea. 260
2 guest chairs
$75 ea. 150
1 bookcase $150 ea. 150
1 file 1 dr. $120. ea. 120
1 typewriter $750 ea. 750
2 calculators hand
$140 ea. 280
$ 2,340

office rental,

communications,

vijfal:

utilities,

etc.



The Legislature of the State of Alaska
FISCAL NOTE

Second Session -

I. REQUEST
Bill Ildentification;

Ninth Legislature

Senate Bill 5 5 6

“Title; An Act creatirg the Renewable Resources Development Bank
Requested by: Date: 4/2/76
Return Date Requested: 4/2/76
Agency: Program:
I1. FISCAL DETAIL
Budget Request Unit(s) Affected:
A. EXPENDITURES: (Thousands of (dollars)
OBJECT FY 76 FYy 77 FY 78 FY 79 FY 80
100 PERSONAL SERVICES 72,958 mm 147,900
P0OO TRAVEL 8,222 * 30,000
300 = CONTRACTUAL "ST,000  "220,500
A00 COMMODITIES 1,UuU 2,500
500 EQUIPMENT 5,315 2,340
600 > LAND & STRUCTURES 1
700 GRANTS, CLAIMS, ETC.
TOTAL 150,635  >403,240
B. FUNDING: (Thousands of dollars)
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MAN MONTHS (P./T.) 7. 3§ ; >l . ) Z J / 1
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V. DATE:  Apnl 2 71976 PREPAREDBY: Richard H. Eakins
REVIEWED DY:
Original: Legislative Finance
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Fiscal Note Analysis

Year One

It is expected that upon passage of the Bill the first 90 days would be spent
on recruiting and appointing the bank president and the initial support staff.

The immediate task of the staff will be to study, prepare and organize the office
and bank structure.

Since the Resource Bank is the first of this type of agency in the State of
Alaska it is believed that considerable study and thought will be required to
prepare the structure of the organization, administrative procedures, regulations,
the investment program and the financial handling of capital.

It is believed that the agency will require outside technical help by a bank
consulting .firm. This is the reason for the inclusion of $50,000 the first year
ana an additional $50,000 the second year for contractual services.

It is also adjudged that the agency will require consultant assistance the second
year to prepare the report required by the Legislature under Section 44.55.080.
Since there is no historical precedence or experience for compiling such a report
it will require technical assistance beyond the agency staff"s capability. As
this report is critical to the bank®"s successful operation it is essential that
it be competently done and in sufficient detail to give pointed direction to the
bank®s directors and staff. The above is the reason for the heavy contractual
expenditures expected for the second year of operation.

The fiscal note analysis is not extended beyond the second year of operation as
the detail of the agency®"s organization and program will be formulated by the
staff and consultant studies performed in the first two years.
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$26,559 - 9mos.
8,766 - 9mos.
13,194 - 9mos.
11,802 - 6 mos.
$60,321
12,667

Fiscal Note Analysis - Estimated Cost FY 77
100 Staff
President - range 26
Secretary | - range 10
Accountant 11l - range 16
Investment Officer - range 20
Sub total
Benefits 21%
Total

200 Travel

$5,000 President and staff
2 Board meetings

7 x 50 x 2

7 x 188.0 x 2 =
Total

300 Contractual

$50,000
regulations
2,500 Audit
500 Printing
10,000 Operational - rent,
Totali

"400 Commodities
500 Equipment

desks $315 ea.

chairs $130 ea.

guest chairs $75 ea.
bookcases $150 ea.

file 3 dr. $170 ea.

file 1 dr. $120 ea.
calculator print/w/memory $440 ea.
1 typewriter $750 ea.

2 hand calculators $140 ea.
coat rack $75 ea.

conference table $350 ea.

12 conference chairs $75 ea.
Total

PPN DD

$72,988

$ 700
2,632
$ 8,332

Consultant - begin preparation administrative and procedures

utilities,
$63,000

communications, etc.

$ 1,000

$ 1,260
520
150
300
170
120
440
750
280

75
350
900

$°57315



Fiscal Note Analysis - Estimated Cost FY 78

Budget Object

100 Staff 2nd year

200 Travel

President - range 26 $ 35,412
Principal Economist - range 20 23.604
Investment Officer - range 20 23.604
Secretary 1 - range 10 11,688
Accountant 11l - range 16 17,592
Clerk Typist Ill - range 8 10,332
Sub total $122,232"
Benefits 21% 25,668
$147,900
Bank President $ 5,000
Staff 5,000
Board of Directors 20,000 1 meeting per month
$30,000 Per diem 7 x 50 x 12 =$ 4,200
Travel 7 <188.0 x 12 = 15,800
Total $2M00

Travel will be heavy for the permanent
staff during the organizational period

300 Contractual

Consultant fees $350,000

$50,000 hire bank consultant firm to assist and prepare
administrative regulations and organizational procedures

$150,000 hire consultant services to prepare the report
of recommendations for establishing a program for financing
renewable resource development and expansion

Outside Audit $ 2,500
Printing 3,000
Operational Costs 15,000
$220,500
400 Commodities $ 2,500
500 Equipment
2 desks $315 ea. $ 630
2 chairs $130 ea. 260
2 guest chairs
$75 ea. 150
1 bookcase $150 ea. 150
1 file 1 dr. $120. ea 120
1 typewriter $750 ea. 750
2 calculators hand
$140 ea. 280

office rental, communications, utilities,

etc.
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Second Session - Ninth Legislature
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I1. FTSCAL DETAIL
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600 > LAND A STRUCTURES
700 GRANTS, CLAIMS, ETC.
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B. FUNDING: (Thousands of do3 Lars)

GENERAL FUND 150,635 >403,240
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Fiscal Note Analysis

Year One

It is expected that upon passage of the Bill the first 90 days would be spent
on recruiting and appointing the bank president and the initial support staff.

The immediate task of the staff will be to study, prepare and organize the office
and bank structure.

Since the Resource Bank is the first of this type of agency in the State of
Alaska it is believed that considerable study and thought will be required to
prepare the structure of the organization, administrative procedures, regulations
the investment program, and the financial handling of capital.

It is believed that the agency will require outside technical help by a bank
consulting firm. This is the reason for the inclusion of $50,000 the first year
and an additional $50,000 the second year for contractual services.

It is also adjudged that the agency will require consultant assistance the second
year to prepare the report required by the Legislature under Section 44.55.080.
Since there is no historical precedence or experience for compiling such a report
it will require technical assistance beyond the agency staff"s capability. As
this report is critical to the bank®"s successful operation it is essential that
it be competently done and in sufficient detail to give pointed direction to the
bank®"s directors and staff. The above is the reason for the heavy contractual
expenditures expected for the second year of operation.

The fiscal note analysis is not extended beyond the second year of operation as

the detail of the agency"s organization and program will be formulated by the
staff and consultant studies performed in the first two years.
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Fiscal Note Analysis - Estimated Cost FY 77

100 Staff
President - range 26 $26,559 9 mos.
Secretary 1 - range 10 8,766 9 mos.
Accountant Ill - range 16 13,194 9 mos.
Investment Officer - range 20 11,802 6 mos.
Sub total 607321
Benefits 2155 12,667
Total $72,988
200 Travel

$5,000 President and staff
2 Board meetings

7 x 50 x 2 $ "700
7 x 188.0 x 2 = 2,632
Total $ 8,332

300 Contractual

$50,000 Consultant - begin preparation administrative and procedures
regulations
2,500 Audit
500 Printing
10,000 Operational - rent, utilities, communications, etc.

Totali \ $63,000

"400 Commodities $ 1,000
500 Equipment

4 desks $315 ea. $ 1,260

4 chairs $130 ea. 520

2 guest chairs $75 ea. 150

2 bookcases $150 ea. 300

1 file 3 dr. $170 ea. 170

1 file 1 dr. $120 ea. 120

calculator print/w/memory $440 ea. 440

1 typewriter $750 ea. 750

2 hand calculators $140 ea. 280

coat rack $75 ea. 75

conference table $350 ea. 350

12 conference chairs $75 ea. 900

Total $ 5,315



Fiscal

Budget

Note Analysis - Estimated Cost FY

Object

100 Staff 2nd year

President - range 26

Principal Economist - range 20
Investment Officer - range 20
Secretary I - range 10
Accountant 11l - range 16
Clerk Typist IlIl - range 8

200 Travel
Bank President $ 5,000
Staff 5,000
Board of Directors 20,000

$30,000

Travel will be heavy for the p

78

$ 35,412

23.604

23.604

11,688

17,592

10,332

Sub total $122,232
Benefits 21% 25,668
$147,900

1 meeting per month
Per diem 7 x 00 x 12 $ 4,200
Travel 7 x 188.0 x 12

Tota $207000

ermanent

staff during the organizational period

300 Contractual

Consultant fees $350,000

a. $50,000 hire bank consult

ant firm to assist and prepare

administrative regulations and organizational procedures

$150,000 hire consultant
of recommendations for es
renewable resource develo

Outside Audit 2,500

Printing 3,C00
Operational Costs 15,000 offic

$220,500

400 Commodities $ 2,500

500 Equipment

2
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desks $315 ea. $ 630
chairs $130 ea. 260
guest chairs
$75 ea. 150
bookcase $150 ea. 150
file 1 dr. $120. ea. 120
typewriter $750 ea. 750
calculators hand
$140 ea. 280
$ 2,340

services to prepare the report
tablishing a program for financing
pment and expansion
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Original sponsor: Kerttula Offered: 3/26/76
Referred: Finance
IN THE SENATE BY THE COMMERCE COMMITTEE
CS FOR SENATE BILL NO. 556
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act creating the Renewable Resources Development
Bank; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS ~ is amended by adding a new chapter to read:
CHAPTER 55. RENEWABLE RESOURCES DEVELOPMENT BANK.

ARTICLE 1. CREATION AND ORGANIZATION.

Sec. 44.55.010. LEGISLATURE FINDING. The legislature determines
that:

(1) the achievement of stable long-term economic growth in
the state will depend in large part on the development of renewable
resource industry;

(2) the development of renewable resource Industry will be
accelerated by the increased availability of financing for feasible
renewable resource projects;

(3) after completion of the Trans-Alaska Pipeline the state
will have available amounts from nonrenewable revenue resource sources
for financing renewable resource industry;

(4) the achievement of the goal of stable long-term economic
growth in the state will be facilitated by creation of an instrumentalit]j
of the state with the powers provided in this chapter to assist in the
determination of feasibility of renewable resource projects and to

assist in the financing, with other sources, of such projects.
Sec. 44.55.020. CREATION OF BANK. There iscreated the Renewable
Resources Development Bank. The bank is a public corporation and

-1- CSSB 556



government instrument in the Department of Commerce and Economic Develop—
ment but has legal existence independent of and separate from the state.
The exercise by the bank of the powers conferred by this chapter is con—
sidered an essential governmental function of the state.

Sec. 44.55.030. MEMBERSHIP. The bank is governed by a board of
directors consisting of the commissioner of commerce and economic
development and the commissioner of revenue as ex officio members with
power to vote, and seven members appointed by the governor. The appoint—
ment of each director is subject to confirmation by the legislature in
joint session. The members appointed shall be residents of the state
involved in banking, finance or in renewable resource industry. The
term of office of each director is four years except the initial term of
office of one of the directors is one year, the initial term of two of
the directors is two years, the initial term of two of the directors is
three years, and the initial term of two of the directors is four years.
Each director serves until his successor has been appointed and qualified

Sec. 44.55.040. OFFICERS, QUORUM, AND EXECUTIVE COMMITTEE. The
directors shall elect a chairman from among their members, and other
officers as they determine desirable. The powers of the bank are vested
in the directors and five directors constitute a quorum. Action may be
taken by the bank at a meeting by the affirmative vote of at least five
directors. The board of directors may constitute an executive committee
to which it may delegate part of its powers. The executive committee
consists of the president and at least two other persons appointed by
the board from among the members.

Sec. 44.55.050. STAFF. The bank shall employ a president who may
with the approval of the directors employ additional officers and employ—
ees. Employees and officers of the bank are not in the classified
service under AS 39.25. In addition to its staff of employees and

CSSB 556 -2-
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officers, the bank may contract and engage the services of consultants,
experts, and counsel the bank considers necessary.
ARTICLE 2. PURPOSE AND POWERS.

Sec. M . 55-060. PURPOSE. The purpose of the bank is to assist in
the development of renewable resource industry 1in the state by assist—
ing, after determining the feasibility of specific projects, in the
financing of projects in conjunction with other sources.

Sec. 44.55.070. GENERAL POWERS. In carrying out its corpor—
ate purposes, the bank has power to:

(1) adopt, alter and use a corporate seal;

(2) prescribe, adopt, amend and repeal bylaws;

(3) sue and be sued in its own name;

@] invest, in such form as it considers appropriate, includ—
ing, without limitation, by purchase of the capital stock of or the
lending of money to, renewable resource projects, provided, that any
investment in the capital stock of or other ownership Interest in such
a project shall not exceed 50 per cent of the capital stock of, or other
ownership interest in, the project, and no loan or other investment in
the project by the bank shall exceed 90 per cent of the cost of the
project e/.cept where in the judgment of the bank additional amounts must
De loaned to protect the interests of the bank;

(5) borrow funds, and in that connection furnish such col—
lateral or other security as it determines;

(6) deposit its funds, or Invest its funds in such obliga—
tions as It may determine;

(7) guarantee securities 1in which it invested in order to

facilitate their sale;

(8) buy and sell securities it has issued or guaranteed or in

which it has invested;
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