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mandatory distributions and taxable income in excess of cash

flow. So long as management carefully plans its acquisitions

and views each transaction with an eye toward its tax consequences
problems can be avoided.

It 1s difficult to visualize an instance where tax liability
in excess of cash flow for distribution cannot be avoided by
responsible management. Every situation in which such an event
could occur would require either an intentional decisions or
gross negligence by corporate management. There does not appear
to be any involuntary event which could result in this undesire-
able outcome. Thus, the GSOC management is the shareholders”
best protection. However, since negligent management does occur
at times 1in corporations additional protections for the share—

holders are built into subchapter U.

Termination of Election

ITf GSOC management should fail to protect the shareholders
from tax liability in excess of cash distributions termination
of the subchapter U election may be undertaken either voluntarily
or involuntarily. Termination of the election should be used as
a last resort since once terminated the special tax status may
not be regained by subsequent election. Upon termination of
the election the GSOC is treated as an ordinary business corpor—
ation for tax purposes. The flow through of taxable income to
the shareholders is eliminated and the corporation becomes subject
to the corporate income tax.

Voluntary termination may be undertaken with the consent

of the Secretary of Treasury. This safety valve was designed to
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be available in the very situations which are contemplated in
this paper. The provision was included with the concurrance of
the Department of Treasury which has no interest in audits invol —
ving all the shareholders of a GSOC and preferred a statutory
escape clause in the situation where shareholders might be

faced with large tax liability and insufficient cash flow. The
voluntary termination is effective for the first year to which
the Secretary consents. It is effective for the entire year
and, if significant tax liability in excess of cash available

for distribution 1is anticipated, the Secretary can be expected

to make his consent effective for the year in which the problems
arose, thereby protecting the shareholders. Even if management
is so negligent that the problem is not discovered until after
the close of the taxable year for which it exists the Secretary
has authority to grant the revocation of election for any taxable
year, even those which have gone by. Thus, the shareholders

are protected even if the problem is not discovered until after
the close of the corporation®s taxable year.

Subchapter U elections may also be terminated without the
consent of the Secretary of Treasury in a manner which we shall
refe*. to here as an involuntary termination. The Secretary has
no control over whether an involuntary terr 1: aticn occurs. Once
certain events occur the corporation ceases to be a GSOC and is
removed from the provisions of subchapter U by operation of law.

Involuntary terminations can occur by accident and manage —
ment must plan carefully to assure that involuntary termination
does not occur unintentionally. An involuntary termination

occurs whenever an electing corporation fails to meet the



definition of a GSOC under subchapter U. Events which would
trigger an involuntary termination of subchapter U status
include revocation of the corporation®s charter by the sponsor—
ing state, acquisition of more than 20 percent of the stock of
another corporation, and amendment of the corporation®s charter
permitting the issue of a second class of stock.

An involuntary termination of subchapter U status 1is
retroactive to the beginning of the year during which it occurs.
Thus, subchapter U status could be terminated involuntarily on
the last day of the corporation®s taxable year and the flow
through of corporate taxable income to the shareholders would
be terminated retroactively to the beginning of the corporation®s
taxable year, 364 days earlier. For the entire year the corpor—
ation would be taxed as an ordinary business corporation and the
shareholders would have no liability beyond tax on dividends

actually distributed by the corporation.

Revocation of Charter

IT all of the protections which have been examined should
fail the ultimate power over the corporation continues to lie
with the legislature of the authorizing state. The corporate
charter granted by the state can be revoked by the state. This
revocation might be made retroactive to the date on which the
legislation was introduced or earlier, perhaps as early as the
date on which the GSOC was created. The revocation of the charter
terminates the subchapter U status effective the first day of

the year for which the revocation is effective. In a charter
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revocation all existing contracts of the GSOC would have to be
honored, but a receiver could be appointed to handle this task
along with liquidation of the corporation. The 1important aspect
of the revocation is that it cuts off the flow through of
corporate income tax consequences to the shareholders. Revocation
of the corporate charter and liquidation of the corporation is a
drastic measure and, with careful management and the other
protections afforded under subchapter U, should never be required
to protect shareholders from tax liability due to GSOC taxable

income in excess of cash distributed to the shareholders by the

GSOC.

CONCLUSION

The possibility of GSOC taxable income attributed to the
shareholders resulting in shareholder tax liability in excess
of cash distributions from the corporation warrants careful
consideration by the management of any GSOC. Without careful
planning it can occur and could have serious consequences for
the shareholders. However, it is the responsibility of the GSOC
management to assure that the decsisions which are made with
respect to the operations of the corporation do not result in
shareholder tax liability in excess of cash distributions.
However, 1if the management of a GSOC fails to adequately protect
the shareholders the law allovrs the termination of the subchapter
U election in a number of ways in order to close off the flow
through of corporate tax consequences to the shareholders. This

assures that are protected regardless of management decisions.






Outline of Testimony of
Samuel A. Stern
of
Wilmer 8 Pickering
-Washington, D.C.

FOR HOUSE FINANCE COMMITTEE, April 7, 1980

Status of

a)

b)

Federal Tax and Regulatory Applications

IRS - Staff unwilling to rule because Alaska
has not yet adopted enabling legislation.

SEC -
i) Informal 1933 8§ 1934 Act clearances.

ii) Requests Ffor further definition of
AGSOC"s expected 1investr ent and
operating policies; reluctance to
entertain formal plication under
Investment Company Act. until AGSOC
is formed.

Conflicting Financial Advice on Viability of AGSOC

Possible Staged Approach

a)
b)

©)
)}

e)

)

Create AGSOC now.

Appoint Three Incorporators and perhaps defer
appointment of Board of Directors.

State Grants Funds for Initial Operations.

IRS and SEC applications are perfected in
name of AGSOC.

Incorporators and their advisors:

i) Explore possible investments,
ii) Explore possible corporate funding,
iii) Develop detailed plan for distribution

of AGSOC shares,

iv) Examine administrative and shareholder
relations implications and costs.

Incorporators determine:

i) AGSOC can realistically proceed without
further State assistance; they appoint
Board of Directors and AGSOC proceeds
with distribution of shares;
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AGSOC requires further State assis-
tance; they report to legislature

with recommendations; nothing proceeds
without further State action; or

AGSOC 1is not a viable
report to legislature
tion to wind up.

concept; they
with recommenda-

) Advantages:

D

-
-
o/

-
-
-
o/

iv)

V)

AGSOC will have sufficient presence to
have more realistic negotiations with
sources of iInvestment opportunities
and of debt capital.

AGSOC"s effectiveness will not be delayed
if It can commence without State support.

State can decide whether to support AGSOC
or wind it up in light of Incorporators”’
test of marketplace.

Public will
feasibility of plan
forward.

have greater assurance of
if AGSOC goes

Public will not be disappointed as
holders of valueless shares if AGSOC
does not go forward.

Significant costs of share distribution
are deferred until viability is determined.

regulatory rulings and exemptions
itself.

Federal
can be more easily obtained by AGSOC
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Original sponsor: Gardiner

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 241
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to state bonding."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.15.010 is amended by adding a new subsection to read:
(b) General obligation bonds issued for acquiring, constructing,
improving and equipping a state-owned u tility or other revenue-generat-
ing enterprise may be additionally secured by a pledge of the revenue
derived from operation. The bonds may contain the covenants which the
state bond committee considers advisable concerning
(1) the rates or fees to be charged for services rendered by
the public facilities, the revenue of which is pledged to the payment of
the bonds;
(2) the deposit and use of the revenue of the public facili-
ties }
(3) the issuance of additional bonds payable from revenue of
the public facilities;
(4) the rights of the bondholders in case of default in the
payment of the principal or interest on the bonds, including the appoint
ment of a receiver to operate the public facilities;

(5) other covenants as the state bond committee determines.

-1- CSHB 241
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Original sponsor: Gardiner

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 241
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to state bonding."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.15.010 is amended by adding a new subsection to read:
(b) General obligation bonds issued for acquiring, constructing,
improving and equipping a state-owned u tility or other revenue-generat-
ing enterprise may be additionally secured by a pledge of the revenue
derived from operation. The bonds may contain the covenants which the

state bond committee considers advisable concerning

(1) the rates or fees to be charged for services rendered by

the public facilities, the revenue of which is pledged to the payment of

the bonds;

(2) the deposit and use of the revenue of the public facili-
ties;

(3) the issuance of additional bonds payable from revenue of
the public facilities;

(4) the rights of the bondholders in case of default in the
payment of the principal or interest on the bonds, including the appoint

ment of a receiver to operate the public facilities;

(5) other covenants as the state bond committee determines.

-1- CSHB 241



John Nuveen &Co.lncorporated 209 South LaSalle Street,Chicago,lllinois 60604 (312) 621-3000

March 1, 1979

J. H Haogan, Director . . .
Legislative Finance Division
Thé Legislature

State of Alaska _
Pouch "WF' - State Capitol
Juneau, Alaska 99811

Subject:  HB 241
Dear Mr. Hogan:

Your letter of February 22 requested a response from us to the questign
of possible marketing problems for bonds of the State of Alaska carrying
both a full faith, credit and resources pledge and a pledge of specific
program revenues.

The, short answer is there should be no market|r11%_problems if such a pro-
vision were included on certain State bonds.  This is not an unusual pro-
vision with respect to munluP_aI bonds. It is used less perhaps in financing
state projects than it is_in financing local government projects. Abend of
this type’is typically referred to as™ "doublebarreled,” referring to the two
different sources of security.

Acceptance in the marketplace varies, however, from issue to issue depending
on.the investors™ analysis of the quality of the two pledges. |f the full
faith and credit pledge of an issuer is small relative to“the size of the
?rOJECt being financed, then the specific program, revenues pledged would be
he determmln_(tq factor and the tfo_nds would” sell like revenue honds.  On the
other hand, with the substantial impact of a large tax pase vis-a-vis the
amount of debt service required for the project,” then the bonds would trade
like general obligation bonds.

A further factor should be kept in mind: if bonds of this éype can be shown
to be adequately serviced from the specific revenues pled?e , most analysts
and investors would remove the amount of such bonds from the full faith and
credit debt when analyzm? such debt, even though there would remain the
liability of the full” faith and credit to serviCe the bonds in the event
that the specific revenues fell shorf. A few analysts, however, would sa
that since the bonds carry the full faith and credit, they must be included
in the general obligation” debt totals. | believe, howevér, that this is a

BOND PROFESSIONALS SINCE 180 OFFICES: CHICAGO,NEW YORK AND PRINCIPAL CITIES



J. H Hogan, Director
Legislative Finance Div.
State of Alaska S March 1, 1979

minority view. As long as a conservative analysis would indicate that
bonds could reasonably be expected to be paid from the specifically

ledged revenues, | helieve that a general obligation debt statement
\9voul not be impacted by that debt. J !

You need further discussion of this subject, please don't hesitate
et me know.

Sincerely,
JOHN NVERN & GO INOORPCRATED

Vice President & Manager
Public Finance Department

WAE RVE
cc. Jaohn Messenger Acting
Commissionér of Revenue
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February 27, 1979

Mr. J. H. Hogan

Director

Legislative Finance Division
State of Alaska

Pouch WF, State Capitol
Juneau, Alaska 99811

Re: House Bill No. 241
Dear Mr. Hogan:

I received your letter of February 22 yesterday.
In response to your qvestion:

The federal income tax status of state a.id local
government bonds must be determined individually by each
issue or series. I can imagine general obligation bonds
additionally secured by revenues which would be taxable
"industrial development bonds™ under the rules of the In—

ternal Revenue Service. I can also imagine general obliga—
tion bonds additionally secured by revenues on which the in—
terest would be exempt from federal income taxation. If a

future issue of bonds pursuant to House Bill No. 241 were
held to be taxable, that would not affect the tax status of
any other general obligation bonds of the State.

More generally, this bill seems to me to state
only the bare bones of the idea. IfT it is being seriously
considered, you may wisli to expand the language of the bill
to more adequately provide for general obligation bonds ad—
ditionally secured by revenues. In that connection, 1 am
enclosing a copy of a comparable California statute.

Sincerely yours,

cc: Mr. John R. Messenger

Enclosure
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JDiv. 2 BONDS

C) "Legislative body” means the legislative bodyxJi the local

agencya”defined in Section 53000.

(d) "Reyenue-producing facility” means*nrimprovement, works,
system or facility furnishing or providmg”services or products for
which the local agency is authorizedj*impose a charge.

(e) “Pledge” mekns pledge”Ssign, place a charge upon and place
a lien upon. (Added Stafe*OdCc. 1157, p. 2900, § 1.)

Library references: StatutM</$?W fl'; CJ.S. Statutes '8 315; Wcrds and Plirnses
(Perm.Ed.)

§ 53501 ./'Applicability of article. T"his article applies to all local
agenciesjvKich have the power to issue general obligation bonds to ac-
quire™tfonstruct or finance a revenue-proditcing facility.  (Added
Stats.1961, c. 1157, p. 2900, §1.)

§ 53502. Authority of legislative body to pledge revenues. In
any ordinance, resolution, order or indenture providing for the issu-
ance of general obligation bonds of a local agency to provide funds for
the acquisition, construction or financing of a revenue producing fa-
cility or any addition to, or extension or improvement of a revenue-
producing facility, the legislative body of the local agency may pledge
all or any part of the revenues of such facility to the payment or'
security of such general obligation bonds and, the interest thereon in
such™anner;att such termsjas the 4egislative-body may deem

advisable. (Added Stats.1961, ¢. 1157, p. 2900, §1.) / *

ya.l rt>L

Notes of Decisions

Library references

Counties <3=187.

Muniripnl Corporations ©=050(15).
C.J.S. Counties § 270.

C..T.S. Municipal Corporations § 1057.

I. in general

The 1950 bonds issued by Department
of Airports of City of Los Angeles were
not payable out of airport revenue fund,
and therefore 1003 amendment of city
charter to eliminate requirement that all
of fund, after payment of certain current

expenses, should be set aside for payment

of 1050 bonds did not impnir security of
1050 bonds, where bonds on their fact)
stated that they were issued in compliance
with 8§ 43000 et seq., that did not indicate
that any particular fund should constitute
security for indebtedness, and face of each
bon-* contained unconditional promisel of
city to pay bearer amount stated on.-(>ree-
entation and surrender of bond. .City of
Los Angeles v. Dannenbrink (1065) 44
Cnl.Rptr. 624, 234 C.A.2d 642"

§ 53503. Terms of pledge; powers of legislative body. In con-

nection with such pledge the -legislative-bcdy may provide in such
ordinance, resolution, ordep-or-indenture such covenants, promises,
restrictions and provisions as it may deem necessary or desirable in-
eluding, but not limited to, covenants, promises, restrictions and pro-
visions relating to the use of bond proceeds, the maintenance, opera-

415



Title 5

853503 CITIES, COUNTIES, ETC.

tion and preservation of such facility, the rates and charges to be es-
tablished and collected for the services or products furnished or pro-
vided by such facility, the incurring of additional indebtedness payable
from such revenues, and the establishment, maintenance and use of
reserve funds, sinking funds, interest and redemption funds, mainte-
nance and operation funds and other special funds for the payment
or security of the bonds and the interest thereon. In-eonneetien-with
jiueh”ledgg™'d‘ih"cdnhectibh*\rith“such”coveiiant3rpromises*jpestric-
“tions and prowrions-tbelegislative body shall hgyer burshall not be
limited to, the powers spewed-im the .Eexgriue Bond Law of 1941
(Chapter 6 of-this'part). (Added Stats.19617crH5?rP~2501, § 1)

Notes of Decisions

I. In general

The 1956 boDde issued by Department of
Airports of City of Los Angeles were not
payable oat of airport revenue fund, and
therefore 1963 amendment of city charter
to eliminate requirement that all of fund,
after payment of certain current expenses,
should be set aside for payment of 1956
bonds did not impair security of 1956
bondB, where bonds on their face stated

that they were issued in compliance with
8§ 43600 et seq. that did not indicate that
any particular fund should constitute se-
curity for indebtedness, and face of each
bond contained unconditional promise of
city to pay bearer amount stated on pres-
entation and surrender of bond. City of
Lob Angeles v. Dannenbrink (1965) 44
Cnl.Rptr. 624, 234 C.A.2d 642.

§ 53504. Pledge and payment and security provisions additional
to existing law. The pledge and the payment and security provisions
authorized by this article shall be in addition to, and not in derogation
of, any provisions permitted or required by law, charter or the Consti-
tution of the State of California relating to payment of general obliga-
tion bonds from the proceeds of ad valorem taxes or ad valorem as-
sessments and relating to the levy and collection of such taxes or as-
sessments. (Added Stats.1961, c. 1157, p. 2901, §1.)

Notes of Decisions

I. In general

The 1956 bonds issued by Department
of Airports of City of Los AngeleB were
not pnyable out of airport revenue fund,
and therefore 1963 amendment of city
charter to eliminate requirement that all
of fund, after payment of certain current
expenses, should be set aside for payment
of 1956 bonds did not impair security of
1950 bondk; where bonds on t eir face

stated that they were issued in compliance
with § 43600 ct seq. that did not indicate
that any particular fund should constitute
security for indebtedness, and face of each
bond contained unconditional promise of
city to pn.wv bearer amount stated on pres-
entation and surrender of bond. City of
Los Angeles v. Dnnnenhrink (1905| 44
Cnl.Rptr. 624, 234 C.A.2d 642.

§ 53505. Statement of Intention. If the legislative body intends
to exercise the powers granted by this article it shall make a statement
of such intention in any ordinance,, resolution"or order calling or pro-
viding for an election to authorize the,general obligation bonds for
a revenue.producirig facility. Such statement.jnay be general only or

416



1-Q1 LH

February 22, 1979

John Nuveen & Co. Incorporated
209 South LaSalle Street
Chicago, Illinois 60604

C. Richard Walker

Orrick, Herrington, Rowely & Sutcliffe
600 Montgomery Street

San Francisco, California 94111

Subject: HB 241

The enclosed bill is now pending before the House
Finance Committee and in preparation for discussionon the
bill, 1 am requesting your official opinions on thefollowing:

For John Nuveen & Co. response:

Would a pledge of the "State"s full faith, credit and lesources
and a pledge of specific program revenues to a bond issue

create a problem in marketing bonds issued subject to this
proposed provision?

For Orrick, Herrington, Rowely & Sutcliff response:

Would the proposed language have an adverse effect upon the
current tax exempt status of State of Alaska general obligation
bonds?

Since the measure is currently under consideration by
the House Finance Committee and the Legislature is generally
concerned with an expeditious handling of this year®s business,
we would appreciate your comments on these and any other
points you might feel important as soon as possible.

Sincerely,

Enclosure: HB 241

CC: John Messenger, Acting
Commissioner of Revenue
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; . .. Introduced: 2/19/79
Referred: Finance
IN THE HOUSE / . .. BY GARDINER

. HOUSE BILL NO. 241
‘e’¢' m'IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
.. . ¥ A BILL

For an Act entitled: "An Act relating to state bonding.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.15.010 is amended by adding a new subsection to read:
(b) General obligation bonds issued for acquiring, constructing,
improving and equipping a state-owned u tility or other revenue-generat-

ing enterprise may be additi(*hally secured by a pledge of the revenue

derived from operation. ¢

m ! HB 241
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Introduced:

Referred: Finance

HOUSE BILL NO. 241

IN THE LEGISLATURE OF THE STATE OF ALASKA
HEVENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to state bonding."
BE IT ENACTED BY THE LEGISLATURE COF THE STATE OF ALASKA
* Section 1. AS 37.15.010 is amended by adding a new subsection to read:
(b) General obligation honds issued for acquiring, constructing,
improving and equipping a state-owned utility or other revenue-generat-
ing enterprise may be additionally secured by a pledge of the revenue

derived from operation.

HB 241

2119179
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N
BilPResqlution ¥ o ... HOUSE BILL NO. 243 . B
Title  An Act Re?atlng to the Toachers "anal’ublic Employoos ~Refirement Systems
Requested by Date =
[I. FISCAL DETAIL . _ L _ _
Agency Affected Administration - Division of Retirement and_Benefits
Program Categor>’ Affected Retiremant and @enfents — TPThsl
BRU, Program, or Subprogram(s) Affected, 02-96-H-01-01-01
(Note: If more than one budget component is affected, separate linc-itcrn amounts and funding for each
component in the analysis section.)
rnwnrrijRES  (Thousands of Dollars)
* FY 79 FY 80 FY 8L FY 82 FY 83 FY 84
100 PERSONAL SFRVICFS
700  TRAVEL

400  COMMODITIES
500  EQUIPMBNT
600 LAND TRUCTURES

700  TRS STATE MATCH
100  BENEFITS 19.8 21.7 TO 26.3 28.9

FUNDING  (Thousands of Dollars)

GENERAL FUND 16.2 17.9 19.7 21.5 23.6
FEDERAL FUNDS 0.9 1.0 1.1 &% &13
\F/FSE FU'EBNb CCITT. U.l 0.1 072 0.2
HIGHWAY FUND 0.3 0.3 0.3 0.3 0.4
AIRPORT FUND 0.6 0.6 0.7 0.8 0.8
CAPITAl FUND 1.7 1.8 2.0 2.2 2.5
PERS
TRS
POSITIONS NONE

i S

HI. ANALYSIS (Sec Fiscal Note Preparation Instructions, Srction IlI)

1. Fiscal impact on the Public Employees' Retirement System is due primarily to
the removal of the one year limit in which to claim and verify military service.

2. Increase in Stacc contribution rate would be .0082% of covered 8a roll each
year based on an estimated FY 80 covered State payroll of $241,000,000
Increasing at 10% annually.

IV. DATE m PREPARED BY fonl-D" Arnoldt, Director T
—  AGENCY Lnvision of Retirement f Benefits

Original: Legislative Finance PHONE 465-4460

cc: Budget and Management

Prime Sponsor (First Legislator Named)



e JLISCALJICLTE.
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S L No* HOUSE BILL NO. 2 4 3
Title  An Act Relating to the Teachers' and hihlic Employeesl Retirement Systems
Requested by Date

[I.  FISCAL DETAIL o _ o _ .
Agency Affected Administration - Division of Retirement and Benefits

Propram Category Affected Re-: swf.nent and Bfcnefits (IRS)

BRU, Propram, or Subprogram®) Affccted_  .u-U-1)I-Ui-U2

(Note: If more than one budget component is - -cted, separate line-ilcm amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

- FY 79 FY 80 FY81 FY 82 FY 83 FY 84
100 PERSONAL SERVICES
?no  TRAVEL

2fl0 CONTRACTUAL

400 COMMODITIES

00 " EQUIPMENT

600 LAND & STRUCTURES

700 TRS STATE MAICH 28.0 30.8 339

ion  RFL'FFTTS 6.4 7.0 7.7
TOTAL 34.4 37.8 41.6

AW
GO~
o tw
©
SN

FUNDING  (Thousands of Dollars)

GENERAL FUND 344 378 41.6 458 504
FEDERAL FUNDS

VETERAN'S AUND

FISH 7 GAME RUND

HGHAAY AUND

AIRPORT AUND

CAPITAI AUND

PERS

TRS

POSITIONS NONE

FULL TIME
PART TIME
TEMPORARY

1.  ANALYSIS (Sec Fiscal Note Preparation Instructions, Section 111)
J. Fiscal impact on the Teachers' Retirement System duo to the following:

a. Removes the "55 years old" age requirement before a spouse's pension
can be paid. 14.25.164(b). . _ _ _

b. Provides a benefit for a surviving spouse with minor children whose
spouse was on deferred vested status., 14.25.162(a).

c. Increases from 751 to 10075 the benefit for the beneficiary of a
teacher receiving a disability benefit who dies. 14.25.162(d).

2 Increase in combined TRS State Match and district contribution rate would be .024255

of covered payroll each year Lased on an estimated FY 80 covered TRS payroll of
$231,000,000 increasing at 1085 annually.

3. Administrative costs as attached (Tage 3)

IV. DATE 2113179 .PREPARED BY Paul B. Arnoldt, Director
AGENCY Division pi Retirement & Benefits

Oiiginal: Legislative Finance PHONE 465-4460

cc: Budget and Management

Prime Sponsor (First Legislator Named)
O ffice of the Governor (Keith Specking)
33-001 (Rev. 12/78) e
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v IX, THE LEGISLATURE OF THE STATE OF ALASKA Page 1 of 3
r C°Vv-" ELEVENTH LEGISLATURE

FISCAT. NOTF.

. REQUEST
Bill/Resolution No. ~ SCS CSHB 243 _
Title  An Act Relating to the TeachersI and Public EmployeesI Retirement Systems

Requested #y_ Date.

[I.  FISCAL DETAIL o _ o _ _
Agency Affected Administration - Division of Retirement and Benefits

Program Category Affected Labor Services

BRU, Program, or Subprogram(s) Affected 02-96-8-01-01-01 (PERSj

(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85

<= PERSONAL SERVICES .

200 TRAVEL *

300 CONTRACTUAL

400 COMMODITIES

500 EOUIPMENT

600 LAND & STRUCTURES

700  STATE TRS MATCHING :

100  BENEFITS 21.6 23.7 26.1 28.7 81 .6
TOTAL 21-6 23.7 26.1 28.7 31.6

FUNDING  (Thousands of Dollars)

.GENERAL FUND 17.
FEDERAL FUNDS 1
VETERAN'S FUND
FISH & GAVE FUND
HIGHWAY FUND
AIRPORT FUND
CAPITAL FUND 1.
PERS

TRS 1

POSITIONS NONE

© Wi
o Wi
N 00 o =

FULL TIME 1
PART TIME 1
TEMPORARY 1

I1l. ANALYSIS (See Fiscal Note Preparation Instructions, Section I1I)

1. Fiscal impact on the Public Employees' Retirement System is due primarily to the
removal of the one year limit In which to claim and verify military service.

2. Increase in State contribution rate would be .0082% of covered payroll each year
based on an estimated FY 81 covered State payroll of $263,000,000 increasing at
10% annually.

IV. DATE -2/25/80- PREPARED BY Paul B. Arnnldt,-Director
AGENCY Division of Retirpmpnt ft R>nptito

Original: Legislative Finance PHONE ~ 465-4460

cc: Budget and Management

Prime Sponsor (First Legislator Named) Senate Finance Committee
Office of the Governor (Keith Specking)



THE LEGISLATURE OF THE STATE OF ALASKA Page 2 of 3
ELEVENTH LEGISLATURE

FISCAL NOTF.

. REQUEST
Bill/Resolution No. SCS CSHB 243
Titie An Act Relating to the Teachers' and Public Employeesl Retirement System
Requested by ‘ Date

[I.  FISCAL DETAIL
Agency Affected Administration - Division of Retirement & Benefits

Program Category Affected Labor Services and Elementary & Secondary Education

BRU, Program, or Subprogram(s) Affected 02-96-8-01-01-02 (TRS) 02-11-8-02-01-00 (TRS MATCH)

(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85

== PERSONAL SERVICES
200 TRAVEL *
300 CONTRACTUAL
%%8 COMMODITIES
EOQOUIPMENT
600 LAND & STRUCTURES

700  STATE TRS MATCHING 28.1 30.9 34.0 37.4 41.1
J= BENEFITS 5.0 5.5 6.1 6.7 7.4
TOTAL 33.1 36.4 40.1 44.1 48.5

FUNDING  (Thousands of Dollars)

GENERAL FUND 33.1 36.4 | 40.1 44.1 48.5
FEDERAL FUNDS

VETERAN'S FUND

FISH & GAVE FUND

HIGHWAY FUND

AIRPORT FUND

CAPITAL FUND

PERS

TRS

POSITIONS NONE

FULL TIME
PART TIME
TEMPORARY

[EEENYTEEN

I1l. ANALYSIS (See Fiscal Note Preparation Instructions, Section II)
1. Fiscal impact on the Teachers' Retirement System due to the following:

a. Removes the "b5 years old" age requirement before a spouse's pension can
be paid. AS 14.25.164(h).

b. Provides a benefit for a surviving spouse with minor children whose spouse
was on deferred vested status. AS14.25.162(a).

¢. Increases from 75% to 100% thebenefit for the beneficiary  of ateacher
receiving a disability benefit whodies. AS 14.25.162(d).

2. Increase in combined TRS State Match and district contribution rate would be .0242%
of covered payroll each year based on an estimated FY 81 covered TRS payroll of
$232,500,000 increasing at 10% annually.

3. Administrative costs as attached (Page 3).

V. DATE PREPARED BY Paul B. Arnoldt,. Director
AGENCY Division of Retirement & Benefits

Original: Legislative Finance PHONE 465-4460

cc: Budget and Management

Prime Sponsor (First Legislator Named)  Senate Finance Committee
Office of the Governor (Keith Specking)
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SCS CSHB 243
ATTACHMVENT
ASSUMPTIONS:
1 Estimated FY 81 Payroll (Total System) = $232,500,000
. State Contribution "Rate to Fund Bill 0121%
3. State TRS Matching Rate to Fund Bill .0121%
4. School District Rate to Fund Bill 0121%
COST ANALYSIS:
Employer Payroll Rate Cost Appropriation
1. Dept, of Education $ 4,000,000 x .0121% $ 484  To Their Budget
2. University of Alaska $ 37,000,000 x .0121% $ 4,477 To Their Budget
$ 4,961
3. State TRS Matching $232,500,000 x .0121% $28,133 To TRS Match
State TRS Regular Budget:
Personal Services -0- To Personal Svcs.
Travel -0- To Travel
Contractual -0- To Contractual
Commodities -0- To Commodities
Equipment -0- To Equipment
COST TO STATE IN FY 81 $33,094
5. All School
Districts $191,500,000 x .0121% $23,172
TOTAL COST IN FY 81 $56,266

REMARKS:
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>, JJ~ THE LEGISLATURE OF THE STATE OF ALASKA Page 1 of 3
v ELEVENTH LEGISLATURE

FISCAL NOTF.

. REQUEST .
Bill/Resolution No. ~ SCS CSHB 243 — —
Title An Act Relating to the Teachers™ and Public Employees* Retirement Systems

Requested by ; Date

II.  FISCAL DETAIL
Agency Affected Administration - Division of Retirement and Benefits

Program Category Affected Labor Services

BRU, Program, or Subprogram(s) Affected 02-96-8-01-01-01 (PERS)

(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85

100 PERSONAL SERVICES :

200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EOQOUIPMENT

600 LAND & STRUCTURES

700 STATE TRS MATCHING >

100  BENEFITS 21.6 23.7 26.1 28.7 31.6
TOTAL 21,6 23.7 26.1 28.7 31.6

FUNDING  (Thousands of Dollars)

GENERAL FUND 17.7
FEDERAL FUNDS Io

VETERAN'S FUND
FISH & GAVE FUND
HIGHWAY FUND
AIRPORT FUND
CAPITAL FUND 1 1
PERS

TRS

POSITIONS NONE

NS 00 W

FULL TIME 1
PART TIME 1 )
TEMPORARY 1

I1l. ANALYSIS (See Fiscal Note Preparation Instructions, Section I1I)

1. Fiscal impact on the Public Employees' Retirement System is due primarily to the
removal of the one year limit in which to claim and verify military service.

2. Increase in State contribution rate would be .0082% of covered payroll each year
based on an estimated FY 81 covered State payroll of $263,000,000 increasing at
10% annually.

/M A
IV. DATE 2125/80- PREPARED BY Paul. B. ArnnlHt -Djre-ctac-
AGENCY Pivision of Retirement. & R°pph +s-
Original: Legislative Finance PHONE 465-4460
cc: Budget and Management
Prime Sponsor (First Legislator Named) Senate Finance Committee

Office of the Governor (Keith Specking)



The primary yoal of the Division of Retirement and Benefits Is to administer specific benefit
State of Alaska and participating political subdivisions.
lective bargaining process, and administrative process.

disseminate information and provide counselin _
health and life insurance programs and the deferred compensation plan;
all benefit programs In ordor to remain conpotltlvo with those programs offered by other oinployersj
proposed legislation affecting the various benefit programs;
or beneficiaries in a timely manner.

to members of the various retirement systems regardin
to analyze and recommend sta

The secondary goal 1s to provide Informa
functions of the division are:

Seme of the primar

placed the Federal Social Security program on January 1, 1980.

CATEGORY: GENERAL GOVERNMENT

AGENCY: DEPARTMENT OF ADMINISTRATION

COMPONENT DESCRIPTION
P.E.R.S.

T.R.5.

OTHER BENEFITS

kv TOTAL

MX CHANGE VERSUS 80 AUTH
OBJECT DESCRIPTION

PERS. SERV.

TRAVEL

CONTRACTUAL

COMMODITIES

EQUIPMENT

LANDS/BLDG5

GRANTS, CLMS
MISC.

FUNDING SOURCE
GENERAL FUND
PGM_RECEIPTS
OTHER FUNDS

MV GENERAL FUND CHANGE VS.

POSITIONS
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TEMPORARY
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30.0
360.0

79 ACT

30.0
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4.0
450.2

80 RP 81 CONT.

—
W~ —,Oooo>»
oo~ wPo s
B roOWUTI— OO

[

.
NN Hw
© ocwoww
o e

= ww—

42.0
489.0

to the le

—

la

rograms, retirement
ory changes

10:23

—
W O

oW D
COPOW~IUT—IRO

oW
WO
Ao
ocowwro
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513.0
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to maintain records; to
social security,
gislature for
to testify beforo the legislature on
and to ensure that correct benefit payments or refunds are made to employees
The FY 8L request Includes funding to administer the State Supplemental Benefits Program, which re-
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* ”» THE LEGISLATURE OF THE STATE OF ALASKA p ? f

ELEVENTH LEGISLATURE y
FISCAL NOTF.
. REQUEST
Bill/Resolution No. ECS CSHB 243
Title An Act Relating to the Teachersl and Public Employeesl Retirement System
Requested by ; Date

II.  FISCAL DETAIL
Agency Affected Administration - Division of Retirement & Benefits
Program Category Affected Labor Services and Elementary & Secondary Education
BRU, Program, or Subprogram(s) Affected 02-96-8-01-01-02 (TRS) 02-11-8-02-01-00~(TRS MATCH]"
(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85

JO0  PERSONAL SERVICES

200 TRAVEL... *
20Q  CONTRACTUAL

4%% COMMODITIES

) EQUIPMENT

600 LAND & STRUCTURES

700  STATE TRS MATCHING 28.1 30.9 34.0 37.4 41.1
100  BENEFITS 5.0 5.5 6.1 6.7 7.4
TOTAL 33.1 36.4 40.1 44.1 48.5

FUNDING  (Thousands of Dollars)

GENERAL FUND 33.1 36.4 40.1 44.1 48.5

FEDERAL FUNDS
VETERAN'S FUND
FISH & GAVE FUND
HIGHWAY FUND
AIRPORT FUND
CAPITAL FUND
PERS

TRS

POSITIONS NONE

FULL TIME
PART TIME
TEMPORARY

[1l. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)
1. Fiscal impact on the Teachers' Retirement System due to the following:

a. Removes the "55 years old" age requirement before a spouse's pension can
be paid. AS 14.25.164(b).

b. Provides a benefit for a surviving spouse with minor children whose spouse
was on deferred vested status. AS14.25.162(a).

c. Increases from 75% to 100% thebenefit for the beneficiary  of ateacher
receiving a disability benefit whodies. AS 14.25.162(d).

2. Increase in combined TRS State Match and district contribution rate would be .0242%
of covered payroll each year based on an estimated FY 81 covered TRS payroll of
$232,500,000 increasing at 10% annually.

3. Administrative costs as attached (Page 3).

IV. DATE 2125180 PREPARED BY Paul B. Arnoldt. Pirector
AGENCY Division of Retirement A Benefits

Original: Legislative Finance PHONE 465-4460

cc: Budget and Management

Prime Sponsor (First Legislator Named)  Senate Finance Committee
Office of the Governor (Keith Specking)



Page 3 of 3

SCS CSHB 243
ATTACHVEENT

ASSUMPTIONS:
1. Estimated FY 81 Payroll (Total System)= $232,500,000
2. State Contribution Rate to Fund Bill = .0121%
3. State TRS Matching Rate to Fund Bill = 0121%
4. School District Rate to Fund Bill = 0121%
COST ANALYSIS:
Employer Payroll Rate Cost Appropriation
1. Dept, of Education $ 4,000,000 x .0121% $ 484  To Their Budget
2. University of Alaska $ 37,000,000 x .0121% $ 4,477  To Their Budget
$ 4,961
3. State TRS Matching $232,500,000 x .0121% $28,133 To TRS Match
4. State TRS Regular Budget:
Personal Services -0- To Personal Svcs.
Travel -0- To Travel
Contractual -0- To Contractual
Commodities -0- To Commodities
Equipment -0- To Equipment
COST TO STATE IN FY 81 $33,094
5. All School
Districts $191,500,000 x .0121% $23,172
TOTAL COST IN FY 81 $56,266

REMARKS:



COMMITTEE REPORT

HOUSE
FURTHER:
February 27, 1979 Date: ! !J A
Mr. Speaker:
The Committee on FINANCE has had [1B_243

"_An Act relating to teachers®™ and public employees™ retirement”
eff. date."”

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ do pass [ ] do not pass

[ ] do pass with attached amendments(s) _
[ ] same title
[ ] replace with CS for [ ] new title

and recommends

[ ] AND attaches a "Letter of Intent"” N;eW-Fiscal Note

[ ] reports it back without recommendation

[ ] referred to the Committee
MEMBERS SIGNIW} MEMBERS HAVING
DO PASS; M OTHER RECOMMENDATIONS
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IN THE HOUSE

HOUSE BILL NO. 243

IN THE LEGISLATURE OF THE STATE OF ALASKA
HEVENTH LEGISLATURE - FIRST SESSION

For an Act entitled:

Sec. 14.25.012.

A BILL

; :Sta%élA%tgairs and

"An Act relating to teachers' and public employees'

retirement; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE CF ALASKA
* Section 1. AS 14.25 is amended by adding new sections to read:

PURPCSE A\D EFFECTIVE DATE.  (a)

The purpose of

this chapter is to encourage qualified teachers to enter and remain in
service with participating employers by establishing a system for the
payment of retirement, disability, and death benefits to or on behalf

of the members.

(b) The system created hecame effective as of July 1, 1955, at
which time contributions by the participating employers and members

began.

Sec. 14.25.015.

an administrator of the system.
* Sec. 2. AS 14.25.030 is amended to read:

Sec. 14.25.030.

shall
(1)
(2)
[SALARY];
(3)

(4)

ADMINISTRATOR.  The commissioner shall appoint

DUTIES OF THE ADMINISTRATOR.  The administrator

establish and maintain an adequate system of accounts
for the retirement fund;
approve or disapprove claims for retirement benefits

serve as secretary of the board and keep an official

record of all proceedings;
publish annually a report showing the financial con-

-1-
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dition of the retirement fund; and
(5) do whatever else may be necessary to carry out the
purposes of this chapter.
* Sec. 3. AS 14.25.035(e) is amended to read:

(e) The board shall serve as an appeal board and shall hold
hearings at the request of an employer, member [EMPLOYEE], annuitant,
or any beneficiary on [IN REGARD TO RULINGS OR] decisions made by the
administrator [OF THE TEACHERS RETIREMENT SYSTEM]. The board shall
submit its findings to the administrator. The board shall hold
annually one or more public hearings to discuss proposed changes in
the [TEACHERS RETIREMENT] system and to consider and adopt resolutions
which might apply to this system.

* Sec. 4. AS 14.25.035 is amended by adding a new subsection to read:

(h) The board may waive the requirements of AS 14.25.173 in
accordance with AS 14.25.175.

*Sec. 5. AS 14.25 is amended by adding a new section to read:

Sec. 14.25.043. REBVPLOYMENT OF RETIRED MEMBERS. If a retired
member again hecomes an active member, no benefit payments may be made
during the period of re-employment. The retirement benefit must be
suspended for the entire school year if the teacher is re-employed as
an active teacher for a period equivalent to a year of service. During
the period of re-employment, deductions from the member's salary will
be made in accordance with AS 14.25.050. Upon subsequent retirement,
the retired member is entitled to receive an additional benefit based
on the credited service and the average base salary during the period
of re-employment in accordance with AS 14.25.110.

*Sec. 6. AS 14.25.055 is amended to read:

Sec. 14.25.055. SUPPLEIVENTAL CONTRIBUTIONS BY TEACHERS. If a
teacher is married or has a minor child and wishes to make his spouse
-2- HB 243



I or minor child eligible for a spouse's pension or a survivor's allow-

2 ance, he may elect to make a supplemental contribution of an additional
3 one per cent of his base salary within 90 days of his entry into parti-
4 cipation in the system, or within 90 days of his marriage, or within

5 90 days of the birth or adoption of a child dependent upon him, or

6 during any open enrollment period authorized by the Teachers' Retire-

7 ment System Board. Once an election is made under this section, sup-

B plemental contributions must be made whenever contributions are re-

9 quired under AS 14.25.050 unless the teacher executes a written waiver

D with the administrator. The execution of a waiver relinquishes all

il rights and benefits previously accrued under AS 14.25.162 and 14.25.164.
L x5 7. AS 14.25.060(a) is amended to read:

13 (a) If a member has military service or Alaska Bureau of Indian
1 Affairs (BIA) service, or if a member joined the system before July 1,

15 1978 [1977] and has credited [CREDITABLE] outside service, [OR IF A MV
b BER HAS MILITARY SERVICE OR ALASKA BUREAU OF INDIAN AFFAIRS (BIA)

o SERVICE,] the member is indebted to the retirement fund as follows:
B (1) At the time of first becoming a member of the system,
19 the arrearage indebtedness is seven per cent of the base salary multi-
£y plied by the total number of years of credited [CREDITABLE] outside,
il military and Alaska BIA service. Compound interest at the rate pre-
Z scribed by regulation shall be added to the arrearage indebtedness
2 beginning July 1, 1963, or at the time of first becoming employed as a
# member, whichever is later, to the date of payment or the date of
2 retirement, whichever occurs first.
2 (2) If a member terminates from the system and is sub-
o sequently reemployed as a member, the arrearage indebtedness to the
# retirement fund for outside, military, or Alaska BIA service accumu-
2 lated in the interim is seven per cent of the base salary upon re-

-3- HB 243
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entering membership service, multiplied by the number of years of
interim outside, military, and Alaska BIA service. Compound interest
at the rate prescribed by regulation shall be added to the arrearage
indebtedness beginning July 1, 1963, or the date of reemployment as a
member, whichever is later, to the date of payment or the date of
retirement, whichever occurs first.

Sec. 8. AS 14.25.060(b) is amended to read:

(b) If a member joins the system on or after July 1, 1978 and
has credited [CREDITABLE] outside service, the member may claim this
service. If claimed, the member is indebted to the retirement fund as
follows:

(1) The arrearage indebtedness is the full actuarial cost
of providing benefits for the service being claimed. Compound interest
at the rate prescribed by regulation shall be added to the arrearage
indebtedness beginning the date the actuarial cost is established to
the date of payment or the date of retirement, whichever occurs first,

(2) If a member terminates from the system and is subse-
quently reemployed as a member, the arrearage indebtedness for outside
service during the interim is the full actuarial cost of providing
benefits for the interim service being claimed. Compound interest at
the rate prescribed by regulation shall be added to the arrearage
indebtedness beginning the date the actuarial cost is established to
the date of payment or the date of retirement, whichever occurs first.

(3) A member who joins the system on or after July 1, 1978
[AND CLAIMS ALASKA BIA SERVICE IS BXBVPT FROM (1) A\D (2) OF THIS SUB
SECTION WITH RESPECT TO THAT SERVICE.  HIS ARREARAGE INDEBTEDNESS FCOR
THE ALASKA BIA SERVICE SHALL BE CALQULATED UNDRR (a) OF THIS SECTION.
HOABVER SUCH A MBVBER] may claim no more than five years Alaska BIA

service. A [THIS PARAGRAPH DCES NOT APPLY TO A] member who has, at
-4- HB 243



the time he claims Alaska BIA service, a vested military or federal
retirement benefit, or a [. Al member who acquires a vested military
or federal retirement benefit after claiming Alaska BIA service [UNDER
THIS PARAGRAPH shall have his arrearage indebtedness for that service
recalculated under (1) or (2) of this subsection, as appropriate,
retroactive to the date he claimed the service,

Sec. 9. AS 14.25.061(a) is amended to read:

(@) A member who was not subject to the provisions of this
chapter, but who becomes subject to them because of a legislative
change, may elect to receive credit for retroactive [CREDITABLE] ser-
vice by contributing to the retirement fund an amount equal to the
contributions the member [HE] would have made had the member [HE] been
subject to the provisions of this chapter for those years of retro-
active [CREDITABLE] service after June 30, 1955. Retroactive contri-
butions are not required for retroactive [CREDITABLE] service before
July 1, 1955. Compound interest at the rate prescribed by regulation
shall be added to the retroactive indebtedness from July 1, 1966 or
the time of first becoming eligible under this chapter, whichever is
later, to the date of payment or the date of retirement, whichever
occurs first.

Sec. 10. AS 14.25.061(b) ip amended to read:

(b) If retroactive indebtedness contributions have been made for
retroactive [CREDITABLE] service before July 1, 1955, the member is
entitled to a refund of those retroactive indebtedness contributions.
Sec. 11. AS 14.25.062 is: amended to read:

Sec. 14.25.062. REINSTATEMENT INDEBTEDNESS. A [IF Al teacher
who has received a refund of contributions in accordance with AS 14.25.-

150 [SEC. 150 OF THIS CHAPTER] is [REBVPLOYED IN MEVBERSHIP SERVICE,

HE IS ] indebted to the retirement fund in the amount of the total
HB 243
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refund. Compound interest at the rate prescribed by regulation shall
be added to the reinstatement indebtedness from the date of the refund
to the date of repayment or the date of retirement, whichever occurs

first.

* Sec. 12. AS 14.25 is amended by adding a new section to read:

Sec. 14.25.063. PAYWENT OF INDEBTEDNESS.

(@) For purposes of

this chapter, a member does not have to be re-employed under this

system in order to make indebtedness payments.

However, a former

member must be re-employed under this system in order to make indebted-
ness payments. Payments apply first to accrued interest and then to

principal.

(b) If the member has not paid the full amount of indebtedness
owing to the system by the date of application for retirement, he may

elect either:

(1) option one — to have any retirement benefit which
becomes due the member withheld until the total amount withheld is
equal to the outstanding indebtedness due the system; or

(2) option two — to cancel the outstanding indebtedness to
the system by accepting an actuarially reduced annuity for life.

(c) If option one under (b)(1) of this section is elected, the
member may pay all or any part of the outstanding indebtedness at a
later date. However, option two under (b)(2) of this section, if

elected, is irrevocable.

* Sec. 13. AS 14.25.065(b) is amended to read:
(b) The contributions of employers under AS 14.25.070 must [SEC.

70 CF THIS CHAPTER SHALL] be transmitted [BY A SCHOOL DISTRICT] to the

administrator at the close of each pay period.

If the contributions

are not submitted within 15 days of the close of each payroll period,
interest must be assessed on the outstanding contributions at one and

6-
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one-half times the most recent actuarially determined rate of earnings
for the system from the date that contributions were originally due.
In addition, the amount of the contributions and interest may [SHALL]
be deducted by the Department of Education from the state funds due
the school district and the amount so deducted [SHALL BE] transmitted
to the administrator for deposit in the retirement fund. Amounts due
from the [THE] University of Alaska and interest as prescribed in this
section [SHALL FCRAARD ITS CONTRIBUTION TO THE ADMINISTRATOR WITHIN 15
DAYS OF THE QLOSE OF EACH PAYROLL PERIOD FOR DEPOSIT IN THE RETIREMENT
FUND.  IF THE CONTRIBUTIONS ARE NOT SUBMITTED WITHIN 15 DAYS OF THE
CLOSE OF EACH PAYROLL PERIOD, THE AVOUNT OF THE CONTRIBUTIONS] may
[SHALL] be deducted by the commissioner of administration from any
state funds due the University of Alaska and the amount deducted
[SHALL BE] transmitted to the administrator for deposit in the retire-
ment fund.

Sec. 14, AS 14.25.100 is amended to read:

Sec. 14.25.100.  CREDIT FOR SERVICE IN THEARMED FORCES. (a) A
member [TEACHER] who served as an active member of thearmed forces of
the United States [AFTER DECEVBER 31, 1939] may receive credited
[CREDITABLE] serviceunder this [RETIREMENT] system up to a maximum of
five years. Each 12 months of military service equalsone school
year, and lesser military periods will be determined for credit pur-
poses in a proportionate ratio to a year. To receive credited [CREDIT-
ABLE] service under this section, the member [TEACHER] must have
received a discharge other than dishonorable. Credit for service in
the armed forces shall be granted only if the member [TEACHER] makes
contributions for the service in the same manner as required for
outside service under AS 14.25.060 [SEC. 60 OF THIS CHAPTER]. The

military service* credited under this section shall be included in the
-1- HB 243
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10 year limitation of outside service as specified in AS 14.25.060
[SEC. 60 OF THIS CHAPTER], except if entry into the armed forces is
immediately preceded by Alaska membership service and following dis-
charge is continued by Alaska membership service within one year
thereafter, service may not be counted for purposes of determining the
applicability of the 10 year limitation on outside service.

(b) Where a member [TEACHER] is unable to resume teaching in a
public school within one year following discharge because of hospitali-
zation, rehabilitation training, a disability derived while in the
armed forces, or other like circumstances, the administrator shall
determine the allowance or disallowance of any service in the armed

forces.

(c) Repealed by sec. 7ch. 155 SLA 1376.
(d) Repealed by sec. 7ch. 155 SLA 1976.
(e) A member [TEACHER] may not be credited with the same period
of service in the armed forces under this section if credit for that
military service was granted under the public employee's retirement
system (AS 39.35). The combined period of military service claimed
under this section and AS 39.35 may not exceed five years.
* Sec. 15. AS 14.25.110 is repealed and re-enacted toread:

Sec. 14.25.110. RETIREMENT BENEFITS.

(a)

A member is eligible

for a normal retirement benefit after meeting any one of the following:
(1) at least 15 years of credited service, the last five of
which have been membership service, for a member first hired before
July 1, 1975, and has attained the age of 55 years;
(2) at least eight years of membership service and has

attained the age of 55 years;

(3) at least five years of membership service and at least
three years of Alaska BIA service and has attained the age of 55

-8-
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years;

(4) at least 25 years of credited service, the last five of
which have been membership service;

(5) at least 20 years of membership service; or

(6) at least 20 years of combined membership service and
Alaska BIA service, the last five of which have been membership ser-
vice.

(b) A member is eligible for an early retirement benefit upon
completing either of the service requirements in (a)(1), (2), or (3)
of this section and attaining the age of 50 years.

(c) The burden is on the applicant to prove eligibility for
retirement benefits to the full satisfaction of the administrator.

(d) The monthly amount of a retirement benefit for a member who
has paid the full amount of any indebtedness is two per cent of the
member's average hase salary during any three school years of member-
ship service times the years of credited service, including credited
fractional years. An actuarial adjustment must be made for early
retirement.

(e) The monthly amount of a retirement benefit must be deter-
mined in accordance with (d) of this chapter as it is in effect on the
date of termination of the member's last segment of employment.

(f) The annual amount of retirement benefits for a retiring
member who was a member of the retirement system established by the
Retirement Act of 1945 may not be less than $975 plus 10 per cent of
the total contribution made by the member to the retirement fund of
1945,

() A member who is eligible for a service retirement salary
under this chapter or the retirement system of 1945 is entitled to a

benefit of at least $20 per month for each year of credited service,
-9- HB 243



not including adjustments made under AS 14.25.142 or 14.25.143. If
the member elected option two,under AS 14.25.063(b)(2) for payment of
any indebtedness when he initially applied for a retirement benefit,
or if he elected to receive an early retirement benefit under (b) of
this section, the resulting benefit reduction continues in effect.

(h)  The monthly retirement benefit for a member who was receiving
a retirement benefit on July 1, 1955 is $50 a month, if the member was
at least 55 years of age on July 1, 1955

(i) Benefits payable under this section accrue from the first
day of the month after which all of the following requirements are
met: (1) the member meets the eligibility requirements of this
section; (2) the member terminates employment; and (3) the member
applies for retirement. Benefits are not payable under this section
during a school year in which credit for a full year of service is
granted. The benefits are payable the last day of the month. If
payment is delayed, a retroactive payment must hemade forthe month
in which a benefit is payable under this section.

Sec. 16. AS 14.25.125(c) is amended to read:

(c) Membership service for which contributions were refunded is
not creditable under this section unless the refunded contributions
have been repaid. For purposes of this section, a member or former
member does not have to be re-employed under thxs system in order to
repay refunded contributions. Compound interest at the rate prescribed
by regulation must be added to the reinstatementindebtedness from the
date of the refund to the date of repayment.

* Sec. 17. AS 14.25.130 is amended to read:
Sec. 14.25.130. DISABILITY BENEFITS [ELIGIBILITY FOR DISABILITY

RETIREMENT].  (a) A member [TEACHERR IN MEVBERSHIP SERVICE] who has
become permanently disabled, as defined in AS 14.25.220 after July 1,
-10- HB 243
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1966 [SEC. 220 CF THIS CHAPTER], hefore age 55 and who has [HAD] five
or more [MEMBERSHIP] years of membership service may be retired by the
administrator as of the first day of the month following the permanent
disability. After [THE ADMINISTRATOR AFTER) a report of medical
examination of the member, an application [TEACHER] and other requested
information [THE ADMINISTRATOR MAY REQUEST] has heen submitted, the
administrator shall determine if [CERTIFY THAT] the member [TEACHER
Is physically or mentally incapacitated for [THE] further performance
of duty, and if [THAT] the incapacity is likely to be permanent and
whether [THAT] the member [TEACHER] should receive disability benefits
[BE RETIRED].

[(b) A TEACHR RETIRED BECAUSE OF DISABILITY UNDER THIS SECTION
WHD SUBSEQUENTLY RECOVERS FROM THE DISABILITY IS NOT ENTITLED TO A\Y
DISABILITY RETIREMENT SALARY FROM THE FIRST DAY OF THE MONTH FOLLOMNG
RECOVERY]

(c) Once each year during the first five years following appoint-
ment to [RETIREMENT OF A TEACHER FOR] disability under this section,
and once every three-year period thereafter, the administrator may
require a disabled member [TEACHER] who has not attained eligibility
for normal retirement to undergo a medical or mental examination by a
competent physician. The administrator shall suspend any disability
benefit [RETIREMENT ALOMANCE] for a disabled member [TEACHER] who
refuses to undergo a physical or mental examination when requested [BY
THE ADMINISTRATOR] under this section.

(d) The amount of the disability benefit is equal to 50 per
cent of the member's base salary immediately before becoming disabled.
The disability benefit is increased by 10 per cent for each dependent
child, up to a maximum of four dependent children.

(e) Benefits payable under this section accrue from the first

-11- HB 243



| day of the month after which the following requirements are met: (1)
yi the member meets the eligibility requirements of this section; and (2)
. the member terminates employment. The benefits are payable the last
day of the month. If payment is delayed, a retroactive payment must
be made to cover the period of deferment. The last payment for a

~

6 dependent child must be for the month In which the child ceases to be

. a dependent child. The last payment for the disabled member must be

8 made for the month in which the disabled member recovers from his

9 disability, dies, or is eligible for normal retirement.

D  *Sec. 18 AS 14.25.143(a) is amended to read:

I (a) When the administrator determines that the cost of living
D has increased and that the financial condition of the retirement fund
13 permits, the administrator [HE] may increase all annuitant's [SERVICE
14 RETIREMENT] and survivor's benefits [SALARIES] to reflect this cost of
15 living increase.

b *Sec. 19. AS 14.25.160 is repealed and re-enacted to read:

7 Sec. 14.25.160. DEATH BENEFITS. (a) Upon receipt of a valid

18 claim and proof of the death of a member who has not made supplemental
19 contributions or whose supplemental contributions under AS 14.25.055
2y were made for less than one year of membership service, a death benefit
p will be paid to the beneficiaries the member has designated in writing
2 and filed with the administrator. If the member\failed to designate a
23 beneficiary, or if no designated beneficiary survives the member, the
2 payments will be made as follows:

% (1) to the surviving spouse;

26 (2) if there is no surviving spouse, to the surviving

2 children in equal amounts;

28 (3) if there is no surviving child, to the surviving parents
29 in equal amounts; or
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(4) if there is no surviving parent, to the member's estate.

(b) Upon the death of an active member who meets the conditions
specified in (a) of this section, the amount of the death benefit is
the sum of the following less any retirement benefit previously
received by the member;

(1) the member's mandatory contribution account;
(2) $100 times the years of membership service;
(3) $1,000; and
(4) $500 if the deceased member is survived by one or more
dependent children at the time of death.

(c) If the sum of (b)(2) and (3) of this section exceeds $3,000,
only $3,000 may be added to amounts under (b)(1) and (4) in calcu-
lating the death benefit under (b) of this section.

(d) Upon the death of an inactive member who meets the conditions
specified in (a) of this section, payment is the amount determined in
(b)(1) of this section,

(e) Upon the death of a disabled member who is not eligible for
normal retirement and who meets the conditions specified in (a) of
this section, payment is the amount determined in (b) of this section.

(f)  Upon the death of a retired member who meets the conditions
specified in (a) of this section, payment is the amount determined in
(b)(1) of this section less all retirement benefits paid to the
deceased member.

(g) If supplemental contributions have been made under AS 14.25.-
055, benefits may be payable under AS 14.25.162 or 14.25.164 if the
deceased member meets the eligibility requirements of one of those
sections.

(h) Payment made to a beneficiary under this section is in place

of any other benefit under this chapter.
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* Sec. 20. AS 14.25.162 is repealed and re-enacted to read:

Sec. 14.25.162. SURVIVOR'S ALLOWANCE. (a) If an active or dis-
abled member dies and leaves a dependent child, and supplemental
contributions have been made under AS 14.25.055 for at least one year
of credited service, a survivor's allowince is payable under (b) of
this section. If a retired member or a deferred vested member dies
and leaves a dependent child, and supplemental contributions have been
made under AS 14.25.055 for at least five years of credited service, a
survivor's allowance is payable under (b) of this section. Application
for the survivor's allowance must be made in writing to the administra-
tor.

(b) A survivor's allowance is payable under this section as
follows:

(1) an allowance of 10 per cent of the member's base salary
immediately before the member's death, retirement, or disability must
be paid for each dependent child; if there are four or more dependent
children, the total amount paid to those children must be 40 per cent
of the member's base salary before his death, retirement, or dis-
ability, paid in equal amounts to each child; the allowance must be
recomputed for the month in which the number of dependent children is
less than four and the benefits must be decreased accordingly; if a
dependent child who is at least 19 years old but less than 23 years
old is out of school for more than one semester, payments of the
dependent child's benefits terminate permanently; the adoption of a
dependent child does not terminate the survivor's allowance payable
under this section;

(2) an allowance of 35 per cent of the member's base salary

must be paid to the member's surviving spouse as long as there is an

eligible dependent child as determined under (b)(l) of this section;
i a HB 243



if there is no surviving spouse, an allowance of 10 per cent of the
member's base salary must be paid to each court-appointed guardian;

(3) when no further benefits are payable under this section,
the difference between the amount that would have been paid under AS
14.25.160 and any payments made to the member, spouse, guardian, or
dependent children under this section must be paid to those benefici-
aries described in AS 14.25.160(a);

(4) benefits are not payable under this section if benefits
are being paid under AS 14.25.164.

(c) The survivor's allowance accrues from the first day of
month following the death of a member and is payable on the last day
of the month. If payment is delayed, a retroactive payment must be
made for the month in which a benefit is payable under this section.
The last payment is for the month in which a benefit is payable under
this section.

Sec. 21. AS 14.25.164 is repealed and re-enacted to read:

Sec. 14.25.164. SPOUSE'S PENSION. (a) If an active or disabled
member dies, a pension is payable to the member's spouse if the member
made supplemental contributions under AS 14.25.055 for at least one
year of credited service. If a retired member or deferred vested
member dies, a pension is payable to the member's spouse if the
member made supplemental contributions under AS 14.25.055 for at least
five years of credited service. Application for the spouse's pension
must be made in writing to the administrator.

(b) A spouse's pension is payable under this section as follows:

(1) a spouse's pension is equal to 50 per cent of the

retirement benefit that the deceased member was receiving; if the

member was not receiving a retirement benefit, the spouse's pension is

equal to 50 per cent of the amount the member would have received,
15 HB 243
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based on the member's average base salary and credited service to the
date of the member's death and assuming that the member would have
beer, eligible for a normal retirement benefit as of that date;

(2) in the event of the death of a member's spouse who is
receiving a spouse's pension, the difference between the amount that
would have been paid under AS 14.25.160 and any payments made to the
member, spouse, guardian, or dependent children, must be paid to those
beneficiaries described in AS 14.25.160;

(3) benefits are not payable under this section if benefits
are being paid under AS 14.25.162.

(c) The spouse's pension accrues from the first day of the month
following the death of a member and is payable on the last day of the
month. If payment is delayed, a retroactive payment must be made for
the month in which a benefit is payable under this section. The last
payment is for the month in which the spouse dies.

Sec. 22. AS 14.25 is amended by adding a new section to read:

Sec. 14.25.175. WAIVER OF ADJUSTMENTS. (a) Upon appeal of an
affected member or beneficiary under (b) of this section, the board
may waive an adjustment or any portion of an adjustment made under AS
14.25.173 if

(1) the adjustment or portion of the adjustment will, in
the opinion of the board, cause undue hardship to the member or bene-
ficiary;

(2) the member is retired or has submitted notification of
impending retirement to his employer to be effective no later than 180
days after the adjustment was made; or the beneficiary was eligible to
receive or was receiving benefits under this chapter before the

adjustment;
(3) the adjustment will result in a loss of eligibility for
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benefits for the member or beneficiary or result in a reduction of
benefits being received by the member or beneficiary of $50 per month
or more;

(4) the adjustment was not the result of erroneous infor-
mation supplied by the member or beneficiary;

(5) before the adjustment was made, the member or benefi-
ciary received confirmation from the administrator that his records
were correct; and

(6) the member or beneficiary had no reasonable grounds to
believe his records were incorrect before the adjustment was made.

(b) In order to obtain consideration of a waiver under this
section, the affected member or beneficiary must appeal to the board
in writing within 30 days after receipt of notice that his records
have been adjusted. The board shall rule on his appeal in writing
within 120 days after its receipt.

(¢) The board may, at its discretion, conduct a hearing on an
appeal under this section. In reaching a decision on an appeal, the
board may issue subpoenas, administer oaths, and compel the attendance
and testimony of witnesses, the taking of depositions, the submission
of affidavits, and the production of documents and records.

(d) The board may impose conditions on granting a waiver which
it considers equitable. These conditions may include requiring the
member jr beneficiary to make additional contributions to the system.

(e i The board may reconsider a ruling under this section upon
request of the member or beneficiary or the administrator if the
request is received within 30 days after the initial ruling. Any
modification of the initial ruling must be made within 30 days after

receipt of a request for reconsideration.
(f) Rulings and modifications of rulings under this section
-17- HB 243
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must be by a majority of a quorum of the board.

(9) Rulings on appeals and requests for reconsideration under
this section may be appealed by an aggrieved member or beneficiary to
the superior court for abuse of discretion.

Sec. 23. AS 14.25.177 is repealed and re-enacted to read:

Sec. 14.25.177. EFFECT OF AMENDMENTS, (a) Anamendment to this

chapter is not retroactive unless its retroactivity is expressly

stated within the amendment.

(b) The monthly amount of any benefit payable under this chapter

will be determined in accordance with the provisionsof this chapter
in effect on the date of termination of the member'slast segment of
employment.

Sec. 24. AS 14.25.200 is amended to read:

Sec. 14.25.200. EXEMPTION FROM TAXATION AND PROCESS. Benefits
[TEACHERS' RETIREMENT SALARIES] and other amounts held in the retirement
fund on behalf of the members [TEACHERS] are exempt from Alaska state
and municipal taxes and are not subject to anticipation, alienation,
sale, transfer, assignment, pledge, encumhbrance, charge, garnishment,
execution or levy of any kind, either voluntary or involuntary before
they are received by the person entitled to the amount under the terms
of the system, and any attempt to anticipate, alienate, sell, transfer,
assign, pledge, encumber, charge, or otherwise dispose of any right to
amounts accrued in the retirement fund if [SHALL BE] void.

Sec. 25. AS 14.25.205 is amended to read:

Sec. 14.25.205. TIME LIMIT FOR APPLICATION. If no application
for benefits or for refund has been filed with the administrator by
July 1 following the date on which an inactive [THE] member (except
a member on leave of absence without pay) would attain age 75, or if

no application for benefits or for refund has been filed with the ad-
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mintstrator within the 50 years following the most recent date on
which the person was an active member, no benefits or refunds may be
paid under this chapter and the member's records may be destroyed.
Sec. 26. AS 14.25.220 is repealed and re-enacted to read:

Sec. 14.25.220. DEFINITIONS. In this chapter, unless the context
requires otherwise

(1) "active member" means a member who is employed by an
employer, is receiving compensation on a full or part-time basis and
is making contributions to the system, or a member making contributions
under AS 14.20.330 OR 14.20.345;

(2) "actuarial adjustment" means equality in value of the
aggregate expected payments under two different forms of pension
payments, considering expected mortality and interest earnings on the
basis of tables adopted from time to time by the board;

(3) "administrator" means the person appointed by the com-
missioner of administration under AS 14.25.015;

(4) "annuitant" means a retired member or a disabled member
who is receiving a benefit under this system;

(5) "average base salary" means the result obtained by
dividing the sum of the three highest years' base salary by three, or
if a member does not have three years base salary, then by dividing
the sum of all base salaries by the number of years of base salary;
the base salary for any year in which credit is granted for disability
totaling more than one-third of a year will not be used in the compu-
tation of the average base salary; the base salary in any school year
for which the member receives compensation for less than two-thirds of
a year may not be used in the computation of the average base salary;

if compensation is received for more than two-thirds of a year, the
full base salary for that school year shall be used in the computation
-19- HB 243
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of the average base salary;

(6) "base salary" means the total remuneration payable
under contract for a full year of membership service, including
addenda;

(7) "beneficiary" means a person designated by a member to
receive bhenefits that may be due from the system upon the member's
death;

(8) "BIA service" means service, including partial years,
as a teacher in a school operated by the Bureau of Indian Affairs in
Alaska;

(9) “"compensation" means the total remuneration paid under
contract to a member for services rendered during any school year; for
purposes of AS 14.25.050, compensation paid includes any payment made
after June 30 of a school year for services rendered before the end of
the school year;

(10) “"credited service" means all membership service as
provided in (20) of this section, plus outside, military, and BIA ser-
vice not exceeding 15 years, with outside and military service limited
to 10 years except under the conditions set out in AS 14.25.100;

(11) “"deferred vested member” means an inactive member who
meets the service requirements of a vested member of this section;

(12) "dependent child" means an unmarried child of a
member, including one adopted, who is dependent upon the member for
support and who is either (A) less than 19 years old, or (B) less than
23 years old and is registered at and attending on a full-time basis
an accredited educational or technical institution recognized by the
Department of Education; age restrictions set out in this paragraph do

not apply to a child who is totally and permanently disabled;
(13) "disabled member" means a member who is terminated,
-20- HB 243



who has not received a refund from the system, and who is receiving a
disability benefit from the system;

(14) “"early retirement" means retirement under AS 14.25.-
110(b);

(15) "employer" means a public school district, the Board
of Regents of the University of Alaska, the Department of Education,
the National Education Association of Alaska, or the Regional Resource
Centers;

(16) “"former member" means a member who is terminated and
who received a total refund of the balance of the mandatory contribu-
tion account, or who has requested in writing a refund of the balance
of the mandatory contribution account;

(17) “"full-time teacher" means a teacher occupying a posi-
tion requiring teaching on a regular basis for the normal work period
per day or week at a teaching assignment, excluding teaching as an
assistant or graduate assistant or teaching on a substitute, temporary,
or per diem basis;

(18) "inactive teacher or member" means a member who is
terminated and who has not received a refund from the system or a
member who is on leave of absence and not making contributions under
AS 14.20.345;

(19) "mandator contribution account" means the account
maintained by the system to record the mandatory contributions of each
member, including interest and adjustments to the account in accord-
ance with AS 14.25.170;

(20)  "membership service" means

(A) full or part-time service as a teacher in
school within the Territory or State of Alaska, or both, under

the supeirvision and control of the Territorial Board of Education
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or the Department of Education or the school board of any city,
regional educational attendance area, or borough school district;
(B) full-time or part-time teaching or full-time
administrative position which requires academic standing at the
University of Alaska; or
(C) any period during which the teacher is receiving
a disability benei.it or is on an approved sabbatical leave granted
in accordance with AS 14.20.310;

(21) "military service" means active duty in the armed
forces of the United States;

(22)  "nonpublic school" means a school established by an
agency other than a state which is primarily supported by other than
public funds, and operation of whose program rests with other than
publicly elected or appointed officials, and is state approved or
accredited;

(23) "non-vested member" means an active or inactive member
who does not meet the requirements of a vested member or deferred
vested member under this section;

(24)  "normal retirement" means retirement under AS 14.25.-
110(a);

(25) "outside service" means service as

(A) a certificated full-time elementary or secondary

teacher or a certificated person in a full-time position requiring
a teaching certificate as a condition of employment in an out-of-
state public school within the United States, or in a school
outside of tie United States supported by U.S. federal funds;

(L) a certificated full-time elementary or secondary

teacher or a certificated person in a full-time position requiring

a teaching certificate as a condition of employment in an approved
-22- HB 243
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or accredited nonpublic school within the United States, or in a
school outside the United States supported by U.S. federal funds;

(C) a person occupying a full-time position requiring
academic standing in an out-of-state institution of higher learn-
ing accredited by a nationally recognized accrediting agency as
listed in the Education Directory -- Colleges and universities by
the National Center for Education Statistics;

(D) a full-time teacher in an approved or accredited
nonpublic institution of higher learning in Alaska;

(26) "part-time teacher" means a teacher occupying a position
requiring teaching on a regular basis for at least 50 per cent of the
normal work week at a teaching assignment, excluding teaching as an
assistant or graduate assistant, or teaching on a substitute, temporary
or per ciem ba3is;

(27) "permanent disability" means a physic 1 or mental con-
dition which, in the judgment of the administrator, sed upon medical
reports and other evidence satisfactory to the administrator, presum-
ably prevents a member from satisfactorily performing the member's
usual duties for the member's employer or the duties of another posi-
tion or job which an employer makes available for which the member is
qualified by training or education;

(28) "prescribed rate of interest" means the rate of
interest used for computing employer contributions, for preparing
actuarial tables used by the system, for crediting interest to members'
contributions, and for charging interest on members' indebtedness
accounts;

(29) "public school” means a school operated by publicly

elected or appointed school officials in which the program and activi-

ties are under the control of these officials and which is supported
_23- HB 243
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by public funds;

(30) "retired teacher or member" means a member who is
terminated, who has not received a refund from the system and is
receiving a benefit, other than disability, from the system;

(31) "retirement" means that period of time from the first
day of the month following

(A) the date of termination; and

(B) application for retirement in which a person is
appointed to receive a retirement benefit, other than a disability
benefit;

(32) "retirement benefit" means the annuity received by a
retired member from the system;

(33) “retirement fund" means the fur.d consisting of all
matching contributions by local school districts, money made available
by appropriations by the state legislature and from all contributions
from whatever source, and income and interest derived from the invest-
ment of money;

(34) "Retirement System of 1945" and "Retirement Fund of
1945" or like terms means the system and fund established by sections
37-5-21 - 37-5-35, ACLA 1949;

(35) "school year" means the 12-month period beginning July
1 of each year and ending June 30 of the following year;

(36) "supplemental contribution account" means the account
maintained by the system to record the supplemental contributions of
gach member, including interest and adjustments to the account in
accordance with AS 14.25.170;

(37) "system" means the Teachers' Retirement System of

Alaska;

(38) “"teacher or member" means a person eligible to parti-
-24- HB 243



cipate in the system and who is covered by the system, including:

(A) any certificated full-time or part-time elementary
or secondary teacher, a certificated school nurse, or a certifi-
cated person in a position requiring a teaching certificate as a
condition of employment in a public school of the State of Alaska

(B) the commissioner of education, all supervisory
positions in the Department of Education;

(C) any full-time or part-time teacher of the Univer-
sity of Alaska or any person occupying a full-time administrative
position at the University of Alaska which requires academic
standing; all administrative positions placed under the system
must be approved by the administrator;

(39) “"vested member or teacher" means an active member who
has completed either:

(A) 15 years of service, the last five of which have
been membership service, for a member first hired before July 1,
1975; or

(B) eight years of membership service; or

(C) five years of membership and three years of BIA
Servi:: *;

(40) "year of service" means membersh' ¢ service during the
dates set for a school year; partial year service credit is given for
membership service before July 1, 1969, during any school year as
follows: (A) less than 20 days, no credit; (B) 20 days 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,
-25- HB 243



Bcoooﬂmmhoomp

K =

B & B B

BRR N B BB

*

0.8 years; (I) 119 days or more but less than 133 days, 0.9 years; (J)
133 days or more, 1.0 years; partial year service credit shall be
given for membership service after July 1, 1969, during any school
year as follows: (A) less than nine days, nocredit; (B) nine days or
more but less than 27 days, 0.1 years; (C) 27days 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; (I) 136 days or more but less than 154 days,
0.8 years; (J) 154 days or more but less than 172 days, 0.9 years; (K)
172 days or more, 1.0 years; if service isperformed on a part-time
basis, one-half credit shall be given for each day of service.

Sec. 27. AS 39.35.010(a) is amended to read:

(a) The purpose of this chapter is to encourage qualified per-

sonnel to enter and remain in the service of the state or a political
subdivision or public or quasi-public organization of the state by
establishing a system for the payment of retirement, disability, and
death benefits to or on behalf of the employees.
Sec. 28. AS 39.35.050(a) is amended to read:

(a) The commissioner shall appoint an administrator in charge of
[THE DETAILED AFFAIRS OF] the system. [THE COMMISSIONER MAY APPOINT
THE PERSONNEL DIRECTOR OF THE PERSONNEL DIVISION OF THE DEPARTMENT OF
ADMINISTRATION AS THE ADMINISTRATOR.]
Sec. 29. AS 39.35.060(3) is amended to read:

(3) attend meetings of the board and serve as secretary of

the board

Sec. 30. AS 39.35.125(b) is amended to read:
(b) After an elected official has been [ELECTED TO BE] included
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in the system he and his employer are liable for contributions whenever
he is a qualified elected official of an employer.
Sec. 31. AS 39.35.125(c) is amended to read:

(c) After an elected official has been included in the system,
prior service as an [AN] elected official with an employer may be
included retroactively in the system if he makes retroactive contribu-
tions equal to what he would have made if he had elected to be included
when he became eligible under (a) of this section.

Sec. 32. AS 39.35.300(a) is amended to read:

(a) An active employee is entitled to credited service for
periods of employment with the state after January 1, 1961, regardless
of the office, department, division, or agency of the state in which
he was employed. For purposes of this chapter, the University of
Alaska is not an office, department, division, or agency of the state.
No service credit may be granted under this chapter for service which
is creditable under the Teachers' Retirement System, AS 14.25.

Sec. 33. AS 39.35.340(b) is amended to read:

(b) In order to obtain credited service under this section, an
employee shall make an election to do so and shall verify his period
of military service [BEFORE JULY 1, 1977 OR WITHIN ONE YEAR FOLLOWING
THE DATE WHEN THE EMPLOYEE FIRST BECOMES VESTED UNDER THIS CHAPTER, IF
LATER]. When eligibility for credited service for military service
has been established, an indebtedness shall be determined as follows:
(1) the employee's actual compensation, or the calculated annua
compensation for those employees working less than 12 months, during
the calendar year 1976 or the year in which an employee first becomes
vested under this chapter, whichever is later, multiplied by (2) six

per cent, this product multiplied by (3) the number of years of mili-
tary service credited under this section. Interest as prescribed by
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regulation accrues on this indebtedness commencing on July 1, 1977 or
one year following the date a person first becomes vested, whichever
is later. Any outstanding indebtedness which exists at the time a
person is appointed to retirement will necessitate an actuarial adjust-
ment to the benefits payablebased upon that militar* ‘ervice.

Sec. 34. AS 39.35.340(c) is amended to read:

(c) Aretired employee on July 1,1976 is eligible to receive
increased benefits based upon military service as described in (a) of
this section. To receive credited service for military service, a
retired employee must verify his military service [BEFORE JULY 1,
1977]. When verified, a retired employee is entitled to receive an
increased benefit which shall be actuarially adjusted to reflect his
indebtedness for such credit. The indebtedness shall be calculated in
the same manner as described in (b) of this section except that it
shall be based on the average monthly compensation used in calculating
the benefit. The effective date of this increased benefit is the
beginning of the month following that in which eligibility has been
established.

Sec. 35. AS 39.35.340(e) is amended toread:

(e) A deferred vested employee onlJuly 1, 1976 is eligible to
claim credited service under (a) of this section. In order to obtain
credited service under this section, such an employee must make an
election to do so and must verify his period of military service
[BEFORE JULY 1, 1978]. When eligibility for military service has been
established, an indebtedness shall be determined as follows: the
employee's actual compensation, or the calculated annual compensation
for those employees working less than 12 months, during the calendar

year the employee terminated, shall be multiplied by six per cent;
this product shall then be multiplied by the number of years of mili-
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tary service credit under this section. Interest as prescribed by
regulation accrues on this indebtedness commencing July 1, 1978. Any
outstanding indebtedness which exists at the time a person is appointed
to retirement will necessitate an actuarial adjustment; to the benefits
payable based upon that military service.

Sec. 36. AS 39.35.340(f) is amended to read:

(f) An employee cannot be credited with a period of active mili-
tary service in the armed forces of the United Statesunder thissection
if creditfor that military service was granted under AS 14.25
Sec. 37. AS 39.35.340(g) is amended to read:

(g) A surviving spouse receiving or entitled to receive a sur-
viving spouse's pension under AS 39.35.440 [SEC. 440 OF THIS CHAPTER]
or benefits under a joint and survivor option filed under AS 39.35.450
[SEC. 450 OF THIS CHAPTER] is eligible to receive increased benefits
based upon military service as described in (a) of this section. To
receive credited service for military service, the surviving spouse
must verify the employee's military service [WITHIN ONE YEAR OF THE
EFFECTIVE DATE OF THIS ACT]. When verified, the surviving spouse is
entitled to receive an increased benefit which shall be actuarially
adjusted to reflect his or her indebtedness for that credit. The
indebtedness shall be calculated in the same manner as described in
(b) of this section except that it shall be based on the average
monthly compensation used in calculating the benefit. Benefits payable
under this subsection are effective the first day of the month follow-
ing that in which eligibility has been established [PAYABLE RETRO-
ACTIVELY TO JULY 1, 1977].

Sec. 38. AS 39.35.340 is amended by adding a new subsection to read:

(h) The combined period of military service claimed under this

section and AS 14.25 may not exceed five years.
.99 HB 243



* Sec. 39. AS 39.35.385(c) is amended to read:

(c) Credited service for which contributions were refunded is
not creditable under this section unless the refunded contributions
have been repaid. For purposes of this section, a member or former
member does not have to be re-employed under this system in order to
pay refunded contributions. Compound interest at the rate prescribed
by regulation must be added to the reinstatement indebtedness from the
date of the refund to the date of repayment.

* Sec. 40. AS 39.35.410(h) is amended to read:

(h) A disabled [RETIRED] employee's occupational disability
pension shall terminate when the disabled employee first attains eligi-
bility for normal retirement. At that time, his retirement benefit
will be calculated under the provisions of AS 39.35.370(c) [SEC.
370(c)].

* Sec. 41. AS 39.35.430(c) is repealed and re-enacted to read:

(c) The first payment of the surviving spouse's pension or of a
dependent child's pension must be made for the month following the
month in which the employee dies and payment must cease to be made
beginning with the month in which there is no surviving spouse or
dependent child.

* Sec. 42. AS 39.35 is amended by adding a new section to read:

Sec. 39.35.495. TIME LIMIT FOR APPLICATION. If no application
for benefits or for refund has been filed with the administrator by
July 1 following the date on which an inactive member (except an
employee on leave-without-pa> status or layoff sto“us) would attain
age 75, or if no application for benefits or for refund has been filed
with the administrator within the 50 years following the most recent
date on which the employee was an active member, no benefits or refunds
may be paid under this chapter and the member's records may be destroyed
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Sec. 43. AS 39.35.522(a) is amended to read:

Sec. 39.35.522. WAIVER OF ADJUSTMENTS, (a) Uponappeal by an
affected member or beneficiary under (b) of this section, the board
may waive an adjustment or any portion of an adjustment madeunder
AS 39.35.520 [SEC. 520 OF THIS CHAPTER] if

(1) the adjustment or portion of the adjustment will, in
the opinion of the board, cause undue hardship to the member or bene-
ficiary;

(2) the member is retired or has submitted notification of
impending retirement to his employer to bhe effective no later than 180
days after the adjustment was made, or the beneficiary was eligible to
receive or was receiving benefits under this chapter prior to the
adjustment;

(3) the adjustment will result in a loss of eligibility for
benefits[RETIREMENT] for the member or beneficiary or result in a
reduction of benefits being [ALREADY] received by the member or bene-
ficiary of $50 per month or more;

(4) the adjustment was not the result of erroneous informa-
tion supplied by the member or beneficiary;

(5) before the adjustment was made, the member or bhenefi-
ciary received confirmation from the administrator that his records
were correct; and

(6) the member or beneficiary had no reasonable grounds to
believe his records were incorrect before the adjustment was made.

(b) In order to obtain consideration of a waiver under this
tion, the affected member of beneficiary must appeal to the board in
writing within 30 days after receipt of notice that his records have
been adjusted. The board shall rule on his appeal in writing within

120 days after its receipt.
31 HB 243

SEC-



@w N

o~

B © o —u o

(c) The board may, at its discretion, conduct a hearing on an
appeal under this section. In reaching a decision on an appeal, the
board may issue subpoenas, administer oaths, compel the attendance and
testimony of witnesses, compel the taking of depositions and the
submission of affidavits, and compel the production of documents and
records.

(d) The board may impose conditions on the granting of a waiver
which it considers equitable. These conditions may include requiring
the member or beneficiary to make additional contributions to the
system.

(e) The board may reconsider a ruling under this section upon
request of the member or beneficiary or the administrator if the
request is received within 30 days after the initial ruling. Any
modification of the initial ruling must be made within 30 days after
receipt of a request for reconsideration.

(f) Rulings and modifications of rulings under this section
shall be by a majority of a quorum of the board.

(9) Rulings on appeals and requests for reconsideration under
this section may be appealed by an aggrieved memberorbeneficiaryto
the superior court for abuse of discretion.

Sec. 44. AS 39.35.547 is repealed and re-enacted to read:

Sec. 39.35.547, EFFECT OF AMENDMENTS. (a) An amendment of this
chapter is not retroactive unless its retroactivity is expressly
stated within the amendment.

(b) The monthly amount of any bhenefitpayable under this chapter
must be determined in accordance with tie provisions of this chapter
in effect on the date of termination of the member's last segment of

employment.

* Sec. 45. AS 39.35.620(e) is amended to read:
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(e)

a refund of

Each employee who elects

the balance

termination of participation, of (1) h

and (2) his

employee savings account

determined as of

is

The vesting

to obtain a refund

shall receive

the date of his employer's

employee contribution account

in accrued benefits

for each employee who elects to receive a refund is voided upon his

receipt of his

reinstated under this chapter. No partial

this section.

* Sec. 46.

by dividing

period by the number of months,

(4)

AS 39.35.680(4) is amended to

read:

refund and corresponding credited service

may not be

refund may be allowed under

"average monthly compensation" means the result

the compensation earned by an employee during a considered

including

fractional

compensation was earned; the considered period consists

consecutive calendar years during the period of credited

yields

consecutive calendar years, his period of credited

months, for which

of the three

service which

the highest average, or if the employee does not have three

must have at

calendar year

least 115 [120] days of credited service in

service; an employee

the last

in order to be used as part of the three consecutive

calendar year3;

* Sec. 47
39.35.020(6),
* Sec. 48

(1)

service" contained

"membership service" and "teacher or member'

and (38) to

and 39.35.050(b) are repealed.
This Act takes effect July 1

the definitions

in AS 14.25.220(21) and

1979

(25),

AS 14.25.120, 14.25.135, 14.25.137, 14.25.138

14.25.140,

, except that

and

contained in AS

the extent that they apply to part-time teachers

sity of Alaska

effect immediately

to July 1,

1955;

as

repealed and re-enacted

in

SecC.

26 of this

in accordance with AS 01.10.070(c) and are

.33,

HB 243
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(2) the definition of "average monthly compensation” con-
tained in AS 39.35.680(4), as amended in sec. 46 of this Act, takes effect
immediately in accordance with AS 01.10.070(c) and is retroactive to July
1, 1977; and

(3) sections 4 and 22 of this Act take effect immediately in
accordance with AS 01.10.070(c) and are retroactive to July 1, 1978.



Introduced: 2/19/79
Referred: State Affairs and
Finance

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

HOUSE BILL NO. 243
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL
Fcr an Act entitled: "An Act relating to teachers' and public employees’
retirement; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.25 is amended by adding new sections to read:

Sec. 14.25.012. PURPOSE AND EFFECTIVE DATE. (a) The purpose of
this chapter is to encourage qualified teachers to enter and remain in
service with participating employers by establishing a system for the
payment of retirement, disability, and death benefits to or on behalf
of the members.

(b) The system created became effective as of July 1, 1955, at
which time contributions by the participating employers and members
began.

Sec. 14.25.015. ADMINISTRATOR. The commissioner shall appoint
an administrator of the system.

* Sec. 2. AS 14.25.030 is amended to read:

Sec. 14.25.030. DUTIES OF THE ADMINISTRATOR. The administrator

shall

(1) establish and maintain an adequate system of accounts
for the retirement fund;

(2) approve or disapprove claims for retirement benefits
[SALARY];

(3) serve as secretary of the board and keep an official

record of all proceedings;
(4) publish annually a report showing the financial con-
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dition of the retirement fund; and

(5) do whatever else may be necessary to carry out
purposes of this chapter.
Sec. 3. AS 14.25.035(e) is amended to read:

(e) The board shall serve as an appeal board and shall hold
hearings at the request of an employer, member [EMPLOYEE], annuitant,
or any beneficiary on [IN REGARD TO RULINGS OR] decisions made by the
administrator [OF THE TEACHERS' RETIREMENT SYSTEM]. The board shall
submit its findings to the administrator. The board shall hold
annually one or more public hearings to discuss proposed chtnges in
the [TEACHERS' RETIREMENT] system tnd to consider and adopt resolutions
which might apply to this system.

Sec. 4. AS 14.25.035 is amended by adding a new subsection to read:

(h) The board may waive the requirements of AS 14.25.173 in
accordance with AS 14.25.175.

Sec. 5. AS 14.25 is amended by adding a new section to read:

Sec. 14.25.043. RE-EMPLOYMENT OF RETIRED MEMBERS. If a retired
member again becomes an active member, no benefit payments may be made
during the period of re-employment. The retirement benefit must be
suspended for the entire school year if the teacher is re-employed as
an active teacher for a period equivalent to a year cr service. During
the period of re-employment, deductions from the member's salary will
be made in accordance with AS 14.25.050. Upon subsequent retirement,
the retired member is entitled to receive an additional benefit based
on the credited service and the average base salary during the period
of re-employment in accordance with AS 14.25.110.

Sec. 6. AS 14.25.055 is amended to read:
Sec. 14.25.055. SUPPLEMENTAL CONTRIBUTIONS BY TEACHERS. If a

teacher is married or has a minor child and wishes to make his spouse
-2- HB 243
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or minor child eligible for a spouse's pension or a survivor's allow-
ance, he may elect to make a supplemental contribution of an additional
one per cent of his base salary within 90 days of his entry into parti-
cipation in the system, or within 90 days of his marriage, or within

90 days of the birth or adoption of a child dependent upon him, or
during any open enrollment period authorized by the Teachers' Retire-
ment System Board. Once an election is made under this section, sup-
plemental contributions must be made whenever contributions are re-
quired under AS 14.25.050 unless the teacher executes a written waiver
with the administrator. The execution of a waiver relinquishes all
rights and benefits previously accrued under AS 14.25.162 and 14.25.164.
Sec. 7. AS 14.25.060(a) is amended to read:

(a) If a member has military service or Alaska Bureau of Indian
Affairs (BIA) service, or if a member joined the system before July 1,
1978 [1977] and has credited [CREDITABLE] outside service, [OR IF A MEM-
BER HAS MILITARY SERVICE OR ALASKA BUREAU OF INDIAN AFFAIRS (BIA)
SERVICE,] the member is indebted to the retirement fund as follows:

(1) At the time of first becoming a member of the system,
the arrearage indebtedness is seven per cent of the base salary multi-
plied by the total number of years of credited [CREDITABLE] outside,
military and Alaska BIA service. Compound interest at the rate pre-
scribed by regulation shall be added to the arrearage indebtedness
beginning July 1, 1963, or at the time of first becoming employed as a
member, whichever is later, to the date of payment or the date of
retirement, whichever occurs first.

(2) If a member terminates from the system and is sub-
sequently reemployed as a member, the arrearage indebtedness to the

retirement fund for outside, military, or Alaska BIA service accumu-
lated in the interim is seven per cent of the base salary upon re-
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entering membership service, multiplied by the number of years of
interim outside, military, and Alaska BIA service. Compound interest
at the rate prescribed by regulation shall he added to the arrearage
indebtedness beginning July 1, 1963, or the date of reemployment as a
member, whichever is later, to the date of payment or the date of
retirement, whichever occurs first.

Sec. 8. AS 14.25.060(b) is amended to read:

(b) If a member joins the system on or after July 1, 1978 and
has credited [CREDITABLE] outside service, the member may claim this
service. If claimed, the member is indebted to the retirement fund as
follows:

(1) The arrearage indebtedness is the full actuarial cost
of providing benefits for the service being claimed. Compound interest
at the rate prescribed by regulation shall be added to the arrearage
indebtedness beginning the date the actuarial cost is established to
the date of payment or the date of retirement, whichever occurs first.

(2) If a member terminates from the system and is subse-
qguently reemployed as a member, the arrearage indebtedness for outside
service during the interim is the full actuarial cost of providing
benefits for the interim service being claimed. Compound interest at
the rate prescribed by regulation shall be added to the arrearage
indebtedness beginning the date the actuarial cost is established to
the date of payment or the date of retirement, whichever occurs first.

(3) A member who joins the system on or after July 1, 1978
[AND CLAIMS ALASKA BIA SERVICE IS EXEMPT FROM (1) AND (2) OF THIS SUB-
SECTION WITH RESPECT TO THAT SERVICE. HIS ARREARAGE INDEBTEDNESS FOR
THE ALASKA BIA SERVICE SHALL BE CALCULATED UNDER (a) OF THIS SECTION.

HOWEVER, SUCH A MEMBER] may claim no more than five years Alaska BIA

service. A [THIS PARAGRAPH DOES NOT APPLY TO A] member who has, at
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the time he claims Alaska BIA service, a vested military or federal
retirement benefit, or a [. A] member who acquires a vested military
or federal retirement benefit after clpj ing Alaska BIA service [UNDER
THIS PARAGRAPH] shall have his arrearage indebtedness for that service
recalculated under (1) or (2) of this subsection, as appropriate,
retroactive to the date he claimed the service.

Sec. 9. AS 14.25.061(a) is amended to read:

(a) A member who was not subject to the provisions of this
chapter, but who becomes subject to them because of a legislative
change, may elect to receive credit for retroactive [CREDITABLE] ser-
vice by contributing to the retirement fund an amount equal to the
contributions the member [HE] would have made had the member [HE] been
subject to the provisions of this chapter for those years of retro-
active [CREDITABLE] service after June 30, 1955. Retroactive contri-
butions are not required for retroactive [CREDITABLE] service before
July 1, 1955. Compound interest at the rate prescribed by regulation
shall be added to the retroactive indebtedness from July 1, 1966 or
the time of first becoming eligible under this chapter, whichever is
later, to the date of payment or the date of retirement, whichever
occurs first.

Sec. 10. AS 14.25.061(b) is amended to read:

(b) If retroactive indebtedness contributions have been made for
retroactive [CREDITABLE] service before July 1, 1955, the member is
entitled to a refund of those retroactive indebtedness contributions.
Sec. 11. AS 14.25.062 is amended to read:

Sec. 14.25.062. REINSTATEMENT INDEBTEDNESS. A [IF A] teacher

who has received a refund of contributions in accordance with AS 14.25.-

150 [SEC. 150 OF THIS CHAPTER] is [REEMPLOYED IN MEMBERSHIP SERVICE,

HE IS ] indebted to the retirement fund in the amount of the total
5 HB 243
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refund. Compound interest at the rate prescribed by regulation shall
he added to the reinstatement indebtedness from the date of the refund
to the date of repayment or the date of retirement, whichever occurs

first.

Sec. 12. AS 14.25 is amended by adding a new section toread:

Sec. 14.25.063. PAYMENT OF INDEBTEDNESS. (a) Foropurposes of
this chapter, a member does not have to be re-employed under this
system in order to make indebtedness payments. However, a former
member must be re-employed under this system in order to make indebted-
ness payments. Payments apply first to accrued interestand then to
principal.

(b)y If the member has not paid the full amount of indebtedness
owing to the system by the date of application for retirement, he may
elect either:

(1) option one -- to have any retirement benefit which
becomes due the member withheld until the total amount withheld is
equal to the outstanding indebtedness due the system; or

(2) option two — to cancel the outstanding indebtedness to
the system by accepting an actuarially reduced annuity for life.

(¢) If option one under (b)(1) of this section is elected, the
member may pay all or any part of the outstanding indebtedness at a
later date. However, option two under (b)(2) of this section, if
elected, is irrevocable.

Sec. 13. AS 14.25.065(h) is amended to read:

(b) The contributions of employers under AS 14.25.070 must
70 OF THIS CHAPTER SHALL] be transmitted [BY A SCHOOL DISTRICT] to the
administrator at the close of each pay period. If the contributions

are not submitted within 15 days of the close of each payroll period,

interest must be assessed on the outstanding contributions at one and
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one-half times the most recent actuarially determined rate of earnings
for the system from the date that contributions were originally due.
In addition, the amount of the contributions and Interest may [SHALL]
he deducted by the Department of Education from the state funds due
the school district and the amount so deducted [SHALL BE] transmitted
to the administrator for deposit in the retirement fund. Amounts due
from the [THE] University of Alaska and interest as prescribed in this
section [SHALL FORWARD ITS CONTRIBUTION TO THE ADMINISTRATOR WITHIN 15
DAYS OF THE CLOSE OF E~CH PAYROLL PERIOD FOR DEPOSIT IN THE RETIREMENT
FUND. IF THE CONTRIBUTIONS ARE NOT SUBMITTED WITHIN 15 DAYS OF THE
CLOSE OF EACH PAYROLL PERIOD, THE AMOUNT OF THE CONTRIBUTIONS] may
[SHALL] be deducted by the commissioner of administration from any
state funds due the University of Alaska and the amount deducted
[SHALL BE] transmitted to the administrator for deposit in the retire-
ment fund.

Sec. 14. AS 14.25.100 is amended to read:

Sec. 14.25.100. CREDIT FOR SERVICE IN THE ARMED FORCES. (a) A
member [TEACHER] who served as an active memberof the armed forces of
the United States [AFTER DECEMBER 31, 1939] may receive credited
[CREDITABLE] service wunder this [RETIREMENT] system upto a maximum of
five years. Each 12 months of military serviceequals one school
year, and lesser military periods will be determined for credit pur-
poses in a proportionate ratio to a year. To receive credited [CREDIT-
ABLE] service under this section, the member [TEACHER] must have
received a discharge other than dishonorable. Credit for service in
the armed forces shall be granted only If the member [TEACHER] makes
contributions for the service in the same manner as required for
outside service under AS 14.25.060 [SEC. 60 OF THIS CHAPTER]. The

military service credited under this section shall be included in the
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10 year limitation of outside service as specified in AS 14.25.060
[SEC. 60 OF THIS CHAPTER], except if entry into the armed forces is
immediately preceded by Alaska membership service and following dis-
charge is continued by Alaska membership service within one year
thereafter, service may not be counted for purposes of determining the
applicability of the 10 year limitation on outside service.

(b) Where a member [TEACHER] is unable to resume teaching in a
public school within one year following discharge because of hospitali-
zation, rehabilitation training, a disability derived while in the
armed forces, or other like circumstances, the administrator shall
determine the allowance or disallowance of any s*./vice in the armed
forces.

(¢) Repealed by sec. 7 ch. 155 SLA 1976.

(d) Repealed by sec. 7 ch. 155 SLA 1976.

(e) A member [TEACHER] maynot be creditedwith the same period
of service in the armed forces under this section if credit for that
military service was granted under the public employee's retirement
system (AS 39.35). The combined period of military service claimed
under this section and AS 39.35 may not exceed five years.

Sec. 15. AS 14.25.110 is repealed and re-enacted toread:

Sec. 14.25.110. RETIREMENT BENEFITS. (a) A member is eligible

for a normal retirement benefit after meeting any one of the following:

(1) at least 15 years of credited service, the last five of
which have been membership service, for a member first hired before
July 1, 1975, and has attained the age of 55 years;

(2) at least eight years of membership service and has
attained the age of 55 years;

(3) at least five years of membership service and at least

three years of Alaska BIA service and has attained the age of 55
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years;

(4) at least 25 years of credited service, the last five of
which have been membership service;

(5) at least 20 years of membership service; or

(6) at least 20 years of combined membership service and
Alaska BIA service, the last five of which have been membership ser-
vice.

(b) A member is eligible for an early retirement benefit upon
completing either of the service requirements in (a)(1l), (2), or (3)
of this section and attaining the age of 50 years.

(¢) The burden is on the applicant to prove eligibility for
retirement benefits to the full satisfaction of the administrator.

(d) The monthly amount of a retirement bhenefit for a member who
has paid the full amount of any indebtedness is two per cent of the
member's average base salary during any three school years of member-
ship service times the years of credited service, including credited
fractional years. An actuarial adjustment must be made for early
retirement.

(e) The monthly amount of a retirement bhenefit must be deter-
mined in accordance with (d) of this chapter as it is in effect on the
date of termination of the member's last segment of employment.

(f) The annual amount of retirement benefits for a retiring
member who was a member of the retirement system established by the
Retirement Act of 1945 may not he less than $975 plus 10 per cent of
the total contribution made by the member to the retirement fund of
1945,

(g) A member who is eligible for a service retirement salary

under this chapter or the retirement system of 1945 is entitled to a
benefit of at least $20 per month for each year of credited service,
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not including adjustments made under AS 14.25.142 or 14.25.143. |If
the member elected option two under AS 14.25.063(b)(2) for payment of
any indebtedness when he initially applied for a retirement benefit,
or if he elected to receive an early retirement benefit under (b) of
this section, the resulting benefit reduction continues in effect.

(h) The monthly retirement benefit for a member who was receiving
a retirement benefit on Julyl, 1955 is $50 a month,if the member was
at least 55 years of age on July 1, 1955.

(i) Benefits payable under this section accrue from the first
day of the month after which all of the following requirements are
met: (1) the member meets the eligibility requirements of this
section; (2) the member terminates employment; and (3) the member
applies for retirement. Benefits are not payable under this section
during a school year in which credit for a full year of service is
granted. The benefits are payable the last day of the month. If
payment is delayed, a retroactive payment must bemade forthe month
in which a benefit is payable under this section.

Sec. 16. AS 14.25.125(c) is amended to read:

(¢) Membership servicefor which contributions wererefunded s
not creditable under this section unless the refunded contributions
have been repaid. For purposes of this section, a member or former
member does not have to he re-employed under this system in order to
repay refunded contributions. Compound interest at the rate prescribed
by regulation must be added to the reinstatementindebtedness from the
date of the refund to the date of repayment.

* Sec. 17. AS 14.25.130 is amended to read:
Sec. 14.25.130. DISABILITY BENEFITS [ELIGIBILITY FOR DISABILITY

RETIREMENT]. (a) A member [TEACHER IN MEMBERSHIP SERVICE] who has
become permanently disabled, as defined in AS 14.25.220 after July 1,
-10- HB 243



1966 [SEC. 220 OF THIS CHAPTER], before age 55 and who has [HAD] five
or more [MEMBERSHIP] years of membership service may be retired by the
administrator as of the first day of the month following the permanent
disability. After [THE ADMINISTRATOR. AFTER] a report of medical
examination of the member, an application [TEACHER] and other requested
information [THE ADMINISTRATOR MAY REQUEST] has been submitted, the
administrator shall determine if [CERTIFY THAT] the member [TEACHER]
is physically or mentally incapacitated for [THE] further performance
of duty, and if [THAT] the incapacity is likely to bhe permanent and
whether [THAT] the member [TEACHER] should receive disability benefits
[BE RETIRED].

[(b) A TEACHER RETIRED BECAUSE OF DISABILITY UNDER THIS SECTION
WHO SUBSEQUENTLY RECOVERS FROM THE DISABILITY IS NOT ENTITLED TO ANY
DISABILITY RETIREMENT SALARY FROM THE FIRST DAY OF THE MONTH FOLLOWING
RECOVERY.]

(¢) Once each year during the first five years following appoint-
ment to [RETIREMENT OF A TEACHER FOR] disability under this section,
and once every three-year period thereafter, the administrator may
require a disabled member [TEACHER] who has not attained eligibility
for normal retirement to undergo a medical or mental examination by a
competent physician. The administrator shall suspend any disability
benefit [RETIREMENT ALLOWANCE] for a disabled member [TEACHER] who
refuses to undergo a physical or mental examination when requested [BY
THE ADMINISTRATOR] under this section.

(d) The amount of the disability benefit is equal to 50 per
cent of the member's base salary immediately before becoming disabled.
The disability benefit is increased by 10 per cent for each dependent
child, up to a maximum of four dependent children.

(e) Benefits payable under this section accrue from the first
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day of the month after which the following requirements are met: (1)
the member meets the eligibility requirements of this section; and (2)
the member terminates employment. The benefits are payable the last
day of the month. If payment is delayed, a retroactive payment must
be made to cover the period of deferment. The last payment for a
dependent child must be for the month in which the child ceases to be
a dependent child. The last payment for the disabled member must be
made for the month in which the disabled member recovers from his
disability, dies, or is eligible for normal retirement.

Sec. 18. AS 14.25.143(a) is amended to read:

(a) When the administrator determines that the cost of living
has increased and that the financial condition of the retirement fund
permits, the administrator [HE] may increase all annuitant's [SERVICE
RETIREMENT] and survivor's benefits [SALARIES] to reflect this cost of
living increase.

Sec. 19. AS 14.25.160 is repealed and re-enacted to read:

Sec. 14.25.160. DEATH BENEFITS, (a) Upon receipt of a valid
claim and proof of the death of a member who has not made supplemental
contributions or whose supplemental contributions under AS 14.25.055
were made for less than one year of membership service, a death benefit
will be paid to the beneficiaries the member has designated in writing
and filed with the administrator. If the member failed to designate a
beneficiary, or if no designated beneficiary survives the member, the
payments will be made as follows:

(1) to the surviving spouse;

(2) if there is no surviving spouse, to the surviving
children in equal amounts;

(3) if tlere is no surviving child, to the surviving parents

in equal amounts; or
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(4) if there is no surviving parent, to the member's estate.

(b) Upon the death of an active member who meets the conditions
specified in (a) of this section, the amount of the death benefit is
the sum of the following less any retirement benefit previously
received by the member:

(1) the member's mandatory contribution account;

(2) $100 times the years of membership service;

(3) $1,000; and

(4) $500 if the deceased member is survived by one or more
dependent children at the time of death.

(¢) If the sum of (b)(2) and (3) of this section exceeds $3,000,
only $3,000 may be added to amounts under (b)(1) and (4) in calcu-
lating the death benefit under (b) of this section.

(d) Upon the death of an inactive member who meets the conditions
specified in (a) of this section, payment is the amount determined in
(b)(1) of this section.

(e) Upon the death of a disabled member who is not eligible for
normal retirement and who meets the conditions specified in (a) of
this section, payment is the amount determined in (b) of this section.

(f)  Upon the death of a retired member who meets the conditions
specified in (a) of this section, payment is the amount determined in
(b)(1) of this section less all retirement benefits paid to the
deceased member.

() If supplemental contributions have been made under AS 14.25.-
055, benefits may be payable under AS 14.25.162 or 14.25.164 if the
deceased member meets the eligibility requirements of one of those
sections.

(h) Payment made to a beneficiary under this section is in place

of any other benefit under this chapter.
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* Sec. 20. AS 14.25.162 is repealed and re-enacted to read:

Sec. 14.25.162. SURVIVOR'S ALLOWANCE. (a) If an active or dis-
abled member dies and leaves a dependent child, and supplemental
contributions have been made under AS 14.25.055 for at least one year
of credited service, a survivor's allowance is payable under (b) of
this section. If a retired member or a deferred vested member dies
and leaves a dependent child, and supplemental contributions have been
made under AS 14.25.055 for at least five ye8rs of credited service, a
survivor's allowance is payable under (b) of this section. Application
for the survivor's allowance must be made in writing to the administra-
tor.

(b) A survivor's allowance is payable under this section as
follows:

(1) an allowance of 10 per cent of the member's base salary
immediately before the member's death, retirement, or disability must
be paid for each dependent child; if there are four or more dependent
children, the total amount paid to those children must be 40 per cent
of the member's base salary before his death, retirement, or dis-
ability, paid in equal amounts to each child; the allowance must be
recomputed for the month in which the number of dependent children is
less than four and the benefits must be decreased accordingly; if a
dependent child who is at least 19 years old but less than 23 years
old is out of school for more than one semester, payments of the
dependent child's benefits terminate permanently; the adoption of a
dependent child does not terminate the survivor's allowance payable
under this section;

(2) an allowance of 35 per cent of the member's base salary

must be paid to the member's surviving spouse as long as there is an

gligible dependent child as determined under (b)(l) of this section;
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if there is no surviving spouse, an allowance of 10 per cent of the
member's base salary must be paid to each court-appointed guardian;

(3) when no further benefits are payable under this section,
the difference between the amount that would have been paid under AS
14.25.160 and any payments made to the member, spouse, guardian, or
dependent children under this section must be paid to those benefici-
aries described in AS 14.25.160(a);

(4) benefits are not payable under this section if benefits

are being paid under AS 14.25.164.

(c) The survivor's allowance accrues from the first day of the

month following the death of a member and is payable on the last day
of the month. If payment is delayed, a retroactive payment must be

made for the month in which a benefit is payable under this section.

The last payment is for the month in which a benefit is payable under
this section.

Sec. 21. AS 14.25.164 is repealed and re-enacted to read:

Sec. 14.25.164. SPOUSE'S PENSION. (a) If an active or disabled
member dies, a pension is payable to the member's spouse if the member
made supplemental contributions under AS 14.25.055 for at least one
year of credited service. If a retired member or deferred vested
member dies, a pension is payable to the member's spouse if the
member made supplemental contributions under AS 14.25.055 for at least
five years of credited service. Application for the spouse's pension
must be made in writing to the administrator.

(b) A spouse's pension is payable under this section as follows:

(1) a spouse's pension is equal to 50 per cent of the

retirement benefit that the deceased member was receiving; if the

member was not receiving a retirement benefit, the spouse's pension is
equal to 50 per cent of the amount the member would have received,
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based on the member's average base salary and credited service to the
date of the member's death and assuming that the member would have
been eligible for a normal retirement benefit as of that date;

(2) in the event of the death of a member's spouse who is
receiving a spouse's pension, the difference between the amount that
would have been paid under AS 14.25.160 and any payments made to the
member, spouse, guardian, or dependent children, must be paid to those
beneficiaries described in AS 14.25.160;

(3) benefits are not payable under this section if benefits

are being paid under AS 14.25.162.

(c) The spouse's pension accrues from jhe first day of the month

following the death of a member and is payable on the last day of the
month. If payment is delayed, a retroactive payment must be made for
the month in which a benefit is payable under this section. The last
payment is for the month in which the spouse dies.

Sec. 22. AS 14.25 is amended by adding a new section to read:

Sec. 14.25.175. WAIVER OF ADJUSTMENTS. (a) Upon appeal of an
affected member or beneficiary under (b) of this section, the board
may waive an adjustment or any portion of an adjustment made under AS
14.25.173 if

(1) the adjustment or portion of the adjustment will, in
the opinion of the board, cause undue hardship to the member or bene-
ficiary ;

(2) the member is retired or has submitted notification of
impending retirement to his employer to be effective no later than 180
days after the adjustment was made; or the beneficiary was eligible to
receive or was receiving benefits under this chapter before the

adjustment;
(3) the adjustment will result in a loss of eligibility for
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benefits for the membe.- or beneficiary or result in a reduction of
henefits being received by the member or beneficiary of $50 per month
or more;

(4) the adjustment was not the result of erroneous infor-
mation supplied by the member or beneficiary;

(5) before the adjustment was made, the member or benefi-
ciary received confirmation from the administrator that his records
were correct; and

(6) the member or beneficiary had no reasonable grounds to
believe his records were incorrect before the adjustment was made.

(b) In order to obtain consideration of a waiver under this
section, the affected member or beneficiary must appeal to the board
in writing within 30 days after receipt of notice that his records
ha“e been adjusted. The board shall rule on his appeal in writing
within 120 days after its receipt.

(c) The board may, at its discretion, conduct a hearing on an
appeal under this section. In reaching a decision on an appeal, the
board may issue subpoenas, administer oaths, and compel the attendance
and testimony of witnesses, the taking of depositions, the submission
of affidavits, and the production of documents and records.

(d) The board may impose conditions on granting a waiver which
it considers equitable. These conditions may include requiring the
member or beneficiary to make additional contributions to the system.

(e) The board may reconsider a ruling under this section upon
request of the member or beneficiary or the administrator if the
request is received within 30 days after the initial ruling. Any
modification of the initial ruling must be made within 30 days after
receipt of a request for reconsideration.

(f) Rulings and modifications of rulings under this section
-17- HB 243



B©m\|®m-l>wm_

kB =

= B

S B

must be by a majority of a quorum of the board.

(9) Rulings on appeals and requests for reconsideration under
this section may be appealed by an aggrieved member or beneficiary to
the superior court for abuse of discretion.

Sec. 23. AS 14.25.177 is repealed and re-enacted to read:

Sec. 14.25.177. EFFECT OF AMENDMENTS. (a) Anamendment to this

chapter is not retroactive unless its retroactivity is expressly

stated within the amendment.

(b) The monthly amount of any benefit payable under this chapter

will be determined in accordance with the provisions of this chapter
in effecton the date of termination of the member'slast segment of
employment.

Sec. 24. AS 14.25.200 is amended to read:

Sec. 14.25.200. EXEMPTION FROM TAXATION AND PROCESS. Benefits
[TEACHERS' RETIREMENT SALARIES] and other amounts held in the retirement
fund on behalf of the members [TEACHERS] are exempt from Alaska state
and municipal taxes and are not subject to anticipation, alienation,
sale, transfer, assignment, pledge, icumbrance, charge, garnishment,
execution or levy of any kind, either voluntary or involuntary before
they are received by the person entitled to the amount under the terms
of the system, and any attempt to anticipate, alienate, sell, transfer,
assign, pledge, encumber, charge, or otherwise dispose of any right to
amounts accrued in the retirement fund if [SHALL BE] void.

Sec. 25. AS 14.25.205 is amended to read:

Sec. 14.25.205. TIME LIMIT FOR APPLICATION. If no application
for benefits or for refund has been filed with the administrator by
July 1 following the date on which an inactive [THE] member (except
a member on leave of absence without pay) would attain age 75, or if

no application for benefits or for refund has been filed with the ad-
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