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HOUSFE
2/24/81 FURTHER:
(11)
Date
Mr. Speaker:
The Committee on FINANCE .has had .HB .116

‘An Act relating to king crab marketing and quality control.”

under consideration and (a majority of the committee) (the committee)

reports

|
[

3

]

it back with the following recommendations:
do pass [ ) do not pass

do pass with attached amendments(s)
[ ] same title

[ 1 replace with CS for [ 3 new title
and recommends

[ 1 AND attaches a "Letter of Intent” [ 1 New Fiscal Note

[ 1 reports it back without recommendation

[ ) referred to the Committee

MEMBERS SIGNING MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS:

CHATRMAN

H 60 (Rev. 12/78)
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fie HOUSE
2/24/81 FURTHER: V-V
"11)
Date:
Mr. Speaker:
The Committee on FINANCE.. has had HB. 116

. "An Act relating to king crab marketing and quality control.”
WA

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

[ 1 do pass [ ] do not pass
[ 1] do pass with attached amendments(s)

[ 1 same title
[ ] replace with CS for [ ] new title

and recommends

[ 1] AND attaches a "Letter of Intent” [ 1 New Fiscal Note

[ 1] reports it back without recommendation

[ 3 referred to the Committee

MEMBERS SIGNING MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS:
CHATRMAN

H 60 (Rev. 12/78)



HOUSE ﬂzh

FURTHER: FINANCE
2/4/81

(11)
Date: VR<VJ

Mr. Speaker:
The Committee on RESOURCES HB 116

"An Act relating to king crab marketing and quality control.™

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)

replace with CS for

and recommends

AND attaches a "Letter of Intent" [ ] New Fiscal Note
reports it back without recommendation

referred to the Committee

MEMBERS SIGNING MEMBERS HAVING
OTHER RECOMMENDATIONS

60 (Rev. 12/78
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Introduced: 2/4/81 -3
Referred:- Resources and
Finance AV,
BY THE RULES COMMITTEE BY
IN riE HOUSE REQUEST OF THE GOVERNOR
HOUSE BILL NO. 116
. ) ) .
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to king crab marketing and quality
control.'l

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. AS 18.90.220(6) is amended to read:

(6) ™gross dollar value>pTaiq" means the actual price faid by
a processor to fisherm_en for king crab,l including indirect consid.era-
tions such as fuel or supplies furnished by the processor or offsets to
the price for gear furnished; however, if the king crab is caught by the

processor or his agent or employee, then "gross dollar value paid"

means the market value of the raw king crab.

committee COaQ. 1. B 116 . R
m_.- e .'V"
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February 2, 1981

Speaker of the House
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Mr. Speaker:

Under the authority of art. IIl, sec. 18, of the Alaska
Constitution, | am transmitting a bill adding to the
definition of "gross dollar value paid™ which is used in
determining assessments for Kking crab marketing and
quality control. Under the present definition, it is
unclear what the assessment should be when the crab are
caught by a catcher-processor and no actual price is paid
for the crab. Although the present definition has been
interpreted to apply to catcher-processors, this bill

will clear up any confusion. The catcher-processor will
be liable on the basis of the market value of the raw king
crab. The bill will have the same effect as a similar

provision recently enacted in the definitions section for
the raw fish tax (AS 43.75.140(7), enacted in ch. 79 SLA
1979).

Sincerely yours,

5/3TS#

Jay S. Hammond
Governor



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE U'si

FISCAL NOTE .be

I REQUEST
Bill/Resolution No.  HOUSE BILL NO. 116

Title An Act relating to King Crab Marketing and Quality Control
Requested bv  The Rules Committee by request ot the Uovernor p2te January 21, 1981

Il. FISCAL DETAIL v,
Agency Affected Department of Fish and Game

Program Category Affected NRMEC

BRU, Program, or Subprogram(s) Affected Alaska King Crab Marketing and Quality Control Board

(Note: Ifmore than one budget component isaffected, 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 EQUIPMENT
600 LAND LSTRUCTURES
.700  GRANTS. CLAIMS. ETC.

TOTAL -0- -0- -0- -0- -0- -0-

FUNDING  (Thousands of Dollars)

GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS

OTHER (Specify Fund Source)

POSITIONS

FULL TIME -0- -0- -0- -0- -0- -0-
PART TIME
TEMPORARY

. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

. This Dbill will amend Section 1. AS 18.90.220(6) by adding to the definition of
"gross dollar value paid” which 1is used in determining assessments for king crab
marketing and quality control. Under the present definition, it is unclear what
the assessment should be when the crab are caught by a catcher-processor and no
actual price is paid for the crab. Although the present definition has been
interpreted to apply to catcher-processors, this bill will clear up any confusion.
The catcher-processor will be liable on the basis of the market value of the raw
king crab.

Iv. datf. January 21, 1981 PREPARED BY Russell H. Clark

AGENCY Department of Fish and Game w(?.
Original: Legislative Finance PHONE
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



CHIEF CLERK OF THE HOUSE

HISTORY IN THE SENATE

Read first time and referred
to Committee on

Reported back with
recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by President
Returned to House

SECRETARY OF THE SENATE

HISTORY IN THE HOUSE

Received from Senate

Concurred in Senate amendment
thus adopting:
VOTE

Failed to concur in Senate amend-
ment; asked Senate to recede
VOTE

Senate receded from amendment
VOTE

Senate failed to recede from
amendment
VOTE

CC appointed by House

CC appointed by Senate

CC adopted by House
VOTE

CC adopted by Senate
VOTE

To enrolling
Reported correctly enrolled
Sent to Governor

Filed with Lt. Governor

Chapter No.........cccvvnenenne.
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THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

REQUEST
Bill/Resolution No. HOUSE BILL NO. 116

Title An Act relating to Klrg Crab Marketing and Duality Control

Requested bv  The Hu les Committee by request of the Governor pate January 21,

FISCAL DETAIL

Agency Affected Department of Pish and Game

Program Category Affected NRMEC

BRU, Program, or Subprogram(s) Affected Alaska King Crab Marketing and Quality Control

(Note: Ifmore than one budget component isaffected, 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

JOO
200
300
400

500
600

.700

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES

EOUIPMENT
LAND & STRUCTURES

GRANTS, CLAIMS. ETC.

TOTAL

FUNDING  (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER (Specify Fund Source)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

. This bill will
"gross dollar value paid™ which
marketing and quality control.

amend Section 1. AS 18.90.220(6)
is used
Under the present definition,

by adding to the definition
in determining assessments for king crab

ANALYSIS (See Fiscal Note Preparation Instructions, Section HI)

of

it is unclear what"

the assessment should be when the crab are caught by a catcher-processor and no

actual price is paid for the crab.

The catcher-processor will

Although the present definition has been
interpreted to apply to catcher-processors, this bill will
be liable on the basis of the market value of the raw

clear up any confusion.

king crab.
IV. DATE January 21, 1981 PREPARED BY RusselT H. Clark
AGENCY Department of Fish and Game
Original: Legislative Finance PHONE 465-4120

cc: Budget and Management

Prime Sponsor (First Legislator Named)

1981

Board



February 2, 1981

Speaker of the House
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Mr. Speaker;

Under the authority of art. 1Il, sec. 18, of the Alaska
Constitution, | am transmitting a bill adding to the
definition of “gross dollar value paid” which is used in
deteoiining assessments for king crab marketing and
quality control. Under the present definition, it is
unclear what the assessment should be when the crab are
caught by a catcher-processor and no actual price is paid
for the crab. Although the present definition has been
interpreted to apply to catcher-processors, this bill

will clear up any confusion. The catcher-processor will
be liable on the basis of the market value of the raw Kking
crab. The bill will have the same effect as a similar

provision recently enacted in the definitions section for
the raw fish tax (AS 43.75.140(7), enacted in ch. 79 SLA
1979).

Sincerely yours,

5/TS™"

Jay S. Hammond
Governor



Introduced:
Referred: Resources and
Finance

b'l THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 116
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to king crab marketing and quality
control._"
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 18.90.220(6) is amended to read:
(6) "gross dollar value paid"” means the actual price paid b

a processor to fishermen for king crab, including indirect considera—

tions such as fuel or supplies furnished by the processor or offsets to

the price for gear furnished; however, if the king crab is caught by the

processor or his agent or employee, then "gross dollar value paid"”

means the market value of the raw king crab.

-1- HB 116



February 2, 1981

Speaker of the House
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Mr. Speaker:

Under the authority of art. Ill, sec. 18, of the Alaska
Constitution, | am transmitting a bill adding to the
definition of "gross dollar value paid” which is used in
determining assessments for king <crab marketing and
quality control. Under the present definition, it is
unclear what the assessment should be when the crab are
caught by a catcher-processor and no actual price is paid
for the crab. Although the present definition has been
interpreted to apply to catcher-processors, this bill

will clear up any confusion. The catcher-processor will
be liable on the basis of the market value of the raw king
crab. The Dbill will have the same effect as a similar

provision recently enacted in the definitions section for
the raw fish tax (AS 43.75.140(7), enacted in ch. 79 SLA
1979).

Sincerely yours,

Jay S. Hammond
Governor
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THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

l. REQUEST
ill/Resolution No. HOUSE BILL NO. 116

e An Acit relating %o King Crab Marketing and Qualiuty Gontrali

Requested bv ~ The Rules Committee by request ot the Governor pate January 21, 1981

Il. FISCAL DETAIL
Agency Affected Department of Fish and Game
Program Category Affected NRVEC
BRU, Program, or Subprogram(s) Affected Alaska King Crab Marketing and Quality Control
(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 EOUIPMENT
600 LAND & STRUCTURES

700 GRANTS. CLAIMS. ETC.

TOTAL -0- -Tol -0-

FUNDING  (Thousands of Dollars)

GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS

OTHER (Specify Fund Source)

POSITIONS

FULL TIME -0- -0- -0- -0- -0- -0-
PART TIME
TEMPORARY

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

This bill will amend Section 1 AS 18.90.220(6) by adding to the definition of
"gross dollar value paid” which is used in determining assessments for king crab
marketing and quality control. Under the present definition, it is unclear what
the assessment should be when the crab- are caught by a catcher-processor and no
actual price is paid for the crab. Although the present definition has been
interpreted to apply to catcher-processors, this bill will clear up an."1 confusion.

The catcher-processor will be liable on the basis of the market value of the raw
king crab.

IV. DATE January 21, 1981 PREPARED BY Russell H. Clark

AGENCY Department of Fish and Game
Original: Legislative Finance PHONE 465-4120
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79) - . m

Board



ADDITIONAL INFORMATION HB 118

Below are some revised figures showing that HB 118 would still save the
TRS fund money even when figuring no cost of living increases for
teachers during the initial five year period.

$37,000 i?timated average salary $37,000
X 40% Orate X 50%
$14,800 annual benefit paid $18,500
X 30yrs life expectancy 25 yrs
$444,000 pay-out to age 75 $462,500
540 max number of participants 540
$239,760.000 $249,750,000

The estimated difference of $9,990,000 still show a savings to the fund
over the benefit period. It must be noted though, that these figures
are way too conservative. The Anchorage School District just yesterday
ratified a three year contract granting at least an eight percent cost
of living for the next three years. Therefore the original dollar
amounts are even too conservative and the actual savings to the fund
would be more than the 110 million dollar figure stated in the earlier
estimate.

It should also be noted that not all teachers would take advantage of
this option so that even the "540" number of persons would also be
lower.

Eugene Kubina, President
Alaska Federation of Teachers
P.0. Box 1665

Valdez, Alaska 99686

(907) 835-2663
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Mr. Speaker:
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"An Act relating to the teachers’ retirement system; and providing for
.an effective date.”
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Original Sponsors: Buchholdt, Cato Offered: . 3/16/81
and Zharoff Referred; Finance

BY THE HEALTH, EDUCATION &
IN THE HOUSE SOCIAL SERVICES COMMITTEE

CS FOR HOUSE BILL NO. 118 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the teachers®™ retirement system;
and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.25.110(a) is amended by adding a new paragraph to
read:
(Mhas at least 20 years of credited service, the last 10
of which have been membership service.

* Sec. 2. This Act takes effect July 1, 1981.

CSHB 118 (HESS)
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FISCAL NOTE

REQUEST .

Title An Act relating to the Teachers' Retirement System
Requested by

<Il. FISCAL DETAIL

Agency Affected Administration - Division of Retirement & Benefits

Program Category Affected Labor Services and Elementary & Secondary Education

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

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

EXPENDITURES  (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 85 FY 86

100  PERSONAL SERVICES
200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EOUIPMENT

600 LAND & STRUCTURES

700  STATE TRS MATCHING 17277 19005 20906 2299.7 2529 7
100  BENEFITS 3124 343.6 378.0 416.8 467.4
TOTAL -0- 2,0401 22441 2,4686 2,7155 2,987.1

FUNDING  (Thousands of Dollars)

GENERAL FUND -0- 2,040.1 22441 24686 2.7155 2.987.1
FEDERAL FUNDS

VETERAN'S FUND

FISH & GAME FUND

HIGHWAY FUND

AIRPORT FUND

CAPITAL FUND

PERS

TRS

POSITIONS NONE

FULL TIME
PART TIME
TEMPORARY

. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

1. This biV does not affect deferred vested teachers. .

2. Of the 7,300 active teachers, 2,916 teachers have outside service. Of these
with outside service, 2,376 will qualify for retirement under existing
provisions and will not be affected by this bill. The remaining 540 teachers
will be affected by this bill.

3. The total 5present value of the benefits being granted under this bill is
$27,837,558.

4. To fund this bill, the TRS contribution rate must be increased by 1.32%
of covered payroll (the TRS contribution rate is split 50/50 between
the State matching contribution and the school district contribution).

5. Estimate FY82 TRS covered payroll to be $261,775,000, increasing
10% annually.

q W
Iv. DATE  04/29/81 PRF.PARRD BY Paul B. Arnoldt, Director
AGENCY Division of Retirement & Benefifs
Original: Legislative. Finance PHONE 465-4460
CcC: Budget and Management

Prime Sponsor (First Legislator Named)  Representative Buchholdt
Office of the Governor (Keith Specking)



ATTACHMENT

ASSUMPTIONS:
1. Estimated FY82 Payroll (Total System)
2. State Contribution Rate to Fund Bill
3. State TRS Matching Rate to Fund Bill
4, School District Rate to Fund Bill
COST ANALYSIS:
Employer Payroll
1. Department of Education $ 4,712,000
2. University of Alaska $ 42,617,000
State TRS Matching $261,775,000

State TRS Regular Budget:
Personal Services
Travel
Contractual
Commodities
Equipment

COST TO STATE IN FY82

All School Districts
TOTAL COST IN FY82

$214,466,000

REMARKS:

Bill/Resolution No. CS HB 118 (HESS)

$261,775,000
.66%
.66%
.66%
Rate Cost  Appropriation
X .66% $ 31.1To Their Budget
X .66% $ 2813 To Their Budget
$ 3124
X .66% $1,727.7 To TRS Match
$ -0- To Personal
$ -0- To Travel
$ -0- To Contractual
$ -0- To Commodities
$ -0- To Equipment
$2,040.1
X .66% $1,415.3
$3,455.4



. REQUEST , |
Bill/Resolution No. CS.House Bill No. 118 (HESS) (Revised)
Title An Act relating to the Teachers' Retirement System

Requested by. Date

n. FISCAL DETAIL o , o , ,
Agency Affected Administration = Division of Retirement & Benefit's
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.81 FY 82 FY 83 FY 84° FY 85 FY 86

J0Q
200
300
400
500
600

700
100

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES
EOUIPMENT

LAND & STRUCTURES
STATE TRS MATCHING *
BENEFITS

1.900.5
343.6

1.727,7
3124

2,090.6
378.0

7,679.7
467 4

2,799.7
416.8
-0-

TOTAL

FUNDING
GENERAL FUND

2,040.1 2,244.1

(Thousands of Dollars)

-0- 2,040.1

2,244.1 12,468.6

24636 27155 29371

2,7155 2,987.1

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

TRS

POSITIONS  NONE

FULL TIME

PART TIME

TEMPORARY )

1. ANALYSIS (See Fiscal Note Preparation Instructions, Section Il1)

I
1. This is a revised Fiscal Note and supersedes the Fiscal Note for "CS House Bill
No. 118 (HESS)" dated 04/29/81.
2. This bill does not affect deferred vested teachers. , o
3. Of the 7,300 teachers, 2,916 teachers have outside service. Under the provisions
of this bill, the impact would be equivalent to approximately 480 full-time teachers
retiring three years earlier. As a result of the psychological stimulus provided in
the bill, there would be an additional estimated impact equivalent to 540 full-time
teachers retiring one year earlier under existing statutory provisions,
4. The total present value of the benefits being granted under this bill is $27,837,558.
5. To fund this bill, theTRS contribution rate must be increased by 1.32% of covered
Ba}/,roll (the TRS contribution rate is sp,llt 50/50 between the State matching contri-
ution and the school district contribution). . .
6. Estimate F! 82 TRS covered payroll to be $261,775,000, increasing 10% annually.

IV. DATE 05/26/81 PREPARED BY Paul B. Arnoldt, Pirector, £
AGENCY Division of Retirement & Benefits
Original: Legislative Finance PHONE 465-4460

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

Office of the Governor (Keith Specking)



ATTACHMENT

CS HB 118 (HESS)
Bill/Resolution No. REVISED

ASSUMPTIONS:
1. Estimated FY82 Payroll (Total System) = $261,775,000
2. State Contribution Rate to Fund Bill = .66%
3. State TRS Matching Rate to Fund Bill = .66%
4. School District Rate to Fund Bill = .66%
COST ANALYSIS:
Employer Pa.yrol 1 Rate Cost  Appropriation
1. Department of Education $ 4712000 X .66% $ 311 To Their Budget
2. University of Alaska $ 42,617,000 X .66% $ 2813 To Their Budget
$ 3124
3. State TRS Matching $261,775,000 X .66% $1,727.7 To TRS Match
4, State TRS Regular Budget:
Personal Services $ -0- To Personal
Travel $ -0- To Travel
Coni *actual $ -0- To Contractual
Commodities $ -0- To Commodities
Equipment $ -0- To Equipment
COST TO STATE IN FY82 $2,040.1
5. All School Districts $214,466,000 X .66% $1,415.3
TOTAL COST IN FY82 $3,455.4

REMARKS:

6/SBS/D1



OVERVIEW OF CSHB-11S

1. Prior to 1578 teachers coming into Alaska were required
to claim and were indebted to the TRS for outside service.
Although these people had to pay into the fund that contri—
bution did not count towards their twenty (20) years required
to retire.

2. Since 1978 the law has been changed so that teachers
coming into the system are not required to claim outside
service and if they do claim it they must pay the full
actuarial costs. Therefore KE 118 does not apply to these
people..

3. This bill affects 540 teachers who have been in the
system since before 1978.

4. The bill would save the TRS fund 110 Million over the
period of benefits for these individuals because they would
retire at 40% of a lower salary instead of 50% of a higher
salary. The figures used below arCconservative and the
original salary based on the fiscal note.

20 Year Retiree 25 Year Retiree
$37,000 estimated average.salary $51,900
.40% % rate ".50%

$14,800 Annual benefit paid $25,950

y 30 yrs * Life expectancy X ""25 yrs
$444,000 Pay-out to age 75 $648,750

X 540 Max # persons affected ¢ "X "Th40

$239,760,000 . . $350,325,000

The estimated difference of $110,565,000 is, by far, more
than the fund would receive into the system in five years of
additional service.

5. The law, as written at this time, 1is discriminatory to
those 540 teachers and unconstitutional.

6. Passage of this law would therefore, save the fund money
over a period of years and circumvent a possible court case
challenging the discrimanation factor of forcing those members
to pay into the fund and not allow it to count towards their
20 years.

Eugene G. Kubina, President
Alaska Federation of Teachers
P.0. Bo>c 1665

Valdez, Alaska 99686
(907)835-2663
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CS FOR HOUSE BILL NO. 118 (HESS
. IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION'
A BILL
For an Act entitled: "An Act relating to the teachers' retirement system;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.25.110(a) is amended by adding a new paragraph to
read:
(7) has at least 20 years of credited service, the last 10
of which have been membership service.
* Sec. 2. This Act takes effect July 1, 1981,

-1 - PCHR Iljj/urcc”



Members of the House HESS Committee

House bill #118 1is designed to. eliminate the inequities now
inherent in the present teacher retirement.law. a case in point:

Teacher A began teaching, in.Alaska in 1961 for-a starting
salary of $3,000. She paid into the fund at the mandatory
employee contribution rate each year until she retired 1in
1981. She retired with 20 years of service an began receiving
full benefits according to retirement fund law at this time.
(]
Teacher B began teaching in Minnesota in 1961. Five years
later, she moved to Alaska, bought into the Alaska Teacher
Retirement System and paid all reinstatement and arrearage
fees plus interest for the years of service in Minnesota.
(Payment for outside service is mandatory) However, Teacher
B must teach twenty-five years before being eligible for
retirement with full benefits.

Obviously, there is an inequity here and the law is not just as
presently written.

Some persons have expressed fear that a 20 year retirement bill

would not be actuarially sound. According to our figures, however
this fear is unfounded. In fact, it can be noted that a 20 year
retirement would actually save the system money. Ultimately, *

a teacher being able to retire with 20 years service will be less
costly to the fund, as opposed to a teacher who must teach for

25 years.

In further consideration for passage of HB 118, another actuary
condition should be contemplated. For example, the average life
span (according to Metropolitan Life Insurance actuary table for
men and women) 1is seventy-five years. Because of this 1long life
expectancy, it is more reasonable from a fiscal viewpoint to
allow a 20 year retiree to draw upon the fund for a period of

30 years at 40% (based upon the current formula for determining

pension benefits) than to have a 25 year retiree draw for 25
years at 50%



The following illustration bears out this point:

20 Year Retiree 25 Year Retiree

$37,000 (estimated average salary $51,900
.40% % rate .50%

m3$raT78"00 Annual benefit paid $25,950

X 30 yrs eLife expectancy X 25 yrs
$444,000 Pay-out to age 75 $M8775U

X 540 # persons affected X 540 -
$239,760,000 Total cost to fund $350,325,000

The estimated difference of $110,565,000 1is, by far, more
.than the fund would recieve into the system in five years of

additional service.

In other areas, there are cases where employers find it
financially sound to encourage employees to retire early.

An employer could hire two beginning teachers for what is now

being paid one teacher with twenty plus years of service.

In reality, many-teachers will not use the option of becoming
twenty year retirees. Some cannot afford to retire; others
are very comfortable and wish to teach far beyond the minimum
years of service required for retirement. They have reached
the top of the salary scale and greatly enhance their benefits

by remaining within the system.



JERMAIN, DUNNAGAN & OWENS

WILLIAM K. JERMAIN ATTORNEYS AT LAW
g:ﬁgtg? S'ODWEN?GAN SOl WEST FIREWCED LANE,SUITE 201 Telephone
' ANCHORAGE, ALASKA S9503 Area Code 907
RANDALL O.SIMPSON
HOWARD S -TRICKEY 276-6532
JAN HART OcYOUNS »n
ASSOCIATE : March 31, 1981
GAIL ROY FRATIES
OF COUNSCL

Alaska Federation of Teachers
Local No. 1175

600 West 41st Avenue
Anchorage, AK .99503

Dear Sirs and Mesdames:

In response to your request regarding AS 14.25.110(a)(4),
this firm is pleased to state the following preliminary opinion
after initial research of Alaska Statutes and case law:

The statute, by requiring greater years of service
of teachers who began their careers outside Alaska,
unjustifiably denies a benefit on the basis of the
exercise of a fundamental constitutional right, and
therefore violates the United States and Alaska
Constitutions.

Analysis: The effect of the statute is to deny to
teachers who began their teaching careers outside Alaska the
right to full retirement benefits after 20 years of credite"d
service, 1including five years of membership service. Teachers
who move to Alaska must teach at least 25 years of credited
service, of which the last five must be "membership service"”
in Alaska schools, while teachers who begin their careers 1in
Alaska, and continue to teach for 20 years, may retire with
full benefits after 20 years "membership service."” Thus, a
teacher who works five years 1in Wisconsin, moves to Alaska,
buys into the Teachers Retirement, system for the five years,
must then teach a total of 20 years in Alaska. If a teacher
begins work in Alaska the same day, and continues thereafter 1in

Alaska, he or she will be eligible for full benefits five
years earlier.

This scheme is affected by the requirement, prior to
1978, that teachers moving to Alaska were compelled to "buy
into" the System by paying reinstatement, arrearages, and
interest for each year taught outside Alaska.
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The Supreme Court.of Alaska announced in State v.
Wylie, 516 P2d 142 (AK 1973) that it recognized that the freedom
to travel throughout the United States uninhibited by statutes,
rules or regulations which unreasonably burden or restrict
this movement is a fundamental right under the United States
Constitution. " (T)he right to interstate travel is itself a
fundamental right and any classification which serves to
penalize the exercise of that right must be subjected to strict
judicial scrutiny. State v. Wylie at p.147. /State v. Wylie
concerned a durational residency requirement for state
employment. The Supreme Court noted that although "there is
no constitutional right to employment by the state, the. state
may not deny a benefit to a person on a basis that infringes
his constitutionally protected interests.”™ State v. Wylie at
p.1l46. And, though the state has no duty to provide employ—
ment, 1t may r.ot restrict the opportunity for it on the basis
of an invidious distinction between classes of citizens.
State regulation of public employment must accord with the
Fourteenth Amendment. State v. Wylie at p.146, citing Purdy &
Fitzpatrick v. State, 71 Cal 2d 566, 79 Cal Rptr 77, 455 P2d
645, 657 (CA 1969). Ultimately, the Supreme Court concluded
that the state may not limit public employment to new residents
as a means of saving money, or of reducing unemployment and
"upgrading Alaska®™s human resources.”™ These 1interests were not
so substantial®., so compelling, that they necessitated
burdening the constitutionally protected right to travel.

More recently, in William v. Zobel, Op 2170 (AK 1980)
and in Hicklin v. Orbeck,"565 P2d 159 (AK 1977), the Alaska
Supreme Court rejected the imposition of durational residency
requirements under a more .relaxed test than "strict scrutiny.”

Hicklin concerned the Alaska Hire law, and in affirming Wylie
tl.e Court noted: "

"The state also suggests that our scrutiny should be
less strict because Alaska Hire does not bar nonresidents
from employment, but merely gives a preference to

residents. But as long as there are available Alaska
residents, it is a bar to those who cannot meet the
residency standards. Be it bar or preference, the

appellants (have been penalized). 565 P2d 166.
And in "Zobel 1" the Court stated that:

"When a law conditions the receipt of some right
or benefit upon a period of residency, we will balance
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r J
the importance of the denial of the right or benefit
against those legitimate government objectives which
make it justifiable to classify people on the basis of
their length of residency.” Williams v. Zobel,
supra at p.13.

The Supreme Court has long rejected the state"s
interest in saving money as a justification for limiting the
benefit of public employment to a classification of persons.
This 1s the- only legitimate state purpose that might be
advanced in support of the present disparity in the Teachers
Retirement System. ITf it could not, under the above cases,
support disparate treatment in hire, it certainly cannot
support disparate treatment in conditions of employment -
particularly when they so severely penalize past exercise of a
fundamental constitutional right.

If you have any further questions in this regard,
please do not hesitate to contact this office.

Very truly yours,

JERMAIN, DUNNAGAN & OWENS

William K. Jermain
KK/jk

Enclosures



n. 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: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES * (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 85 FY 86
100 PERSONAL SERVICES..
2000 TRAVEL
300 CONTRACTUAL
400 COMMODITTE.S
500 EOUTPMENT

600 LAND & STRUCTURES f

700  STATE TRS MATCHING 1,727.7 1,900.5 2,090.6 2,299.7 ? 670 7

100 BENEFITS 312.4 3436 378.0 415 R 457.4
TOTAL -U- 2,040.1 2,244.1 2 468.6 2,7155 20987.1

FUNDING .(Thousands of Dollars)

EDERAL FUNDS ’ . Yy
VETERAN'S FUND -
FISH & GAME FUND
HIGHWAY FUND
Alk.ORT FUND * °
CAPITAL FUND
PERS °
TRS *

POSITIONS None

G UN
F U
U

FULL TIME |
PART TIME j #
TEMPORARY

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

1. This bill does not affect deferred vested teachers.

2. Of the 7,300 active teachers, 2,916 teachers have outside Service. Of these
with outside service, 2,376 will qualify for retirement under existing
provisions and will not be affected by this bill. The remaining 540 teachers
will be affected by this bill.

3. The total present value of the benefits being granted under this bill is
$27,837,558.

4. To fund this bill, the TRS contribution rate must be increased by 1.32%
of covered payroll (the TRS contribution rate is split 50/50 between
the State matching contribution and the school district contribution.

5. Estimaltle FY 82 TRS covered payroll to he $261,775,000, increasing 10%
annually.



Introduced: 2/5/81
Referred: Health,Education &
Social Services and Finance

1 TN THE HOUSE BY BUCHHOLDT,CATO AND ZHAROFF
2 HOUSE BILL NO. 118

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TWELFTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the teachers”™ retirement system;

7 and providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. AS 14.25.110(a)(4) is amended to read:
10 4) has at least 20 [25] years of credited service, the last
n 10 [FIVE] of which have been membership service;
2

* Sec. 2. This Act takes effect July 1, 1981.

15
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17
18

19
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23

24

25

26

27

28

29
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v 7T, . THE LEGISLATURE OF THE STATE OF ALASKA Page 10f 2
TWELFTH LEGISLATURE

FISCAL NOTE

|, REQUEST
Bill/Resolution No. House Bill No. 118
Title An Act Relating to the Teachersl Retirement .-ivstpm
Requested by Date.

n. FISCAL DETAIL . , o , :
Agency Affected Administration - Division of Retirement & Benefits

Program Category Affected Labor Services and Elementary & Secondary Education

BRU, Program, or Subprogram(s) Affected 0Z-96-B-t)I-01-02 (TRS) 02-11-8-02-01-00 (TRS MATCHT

(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 81 FY 82 FY 83 FY 84 FY 85 FY 86

100 PERSONAT. SERVTOES
200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

s00 EOUIPMENT

600 LAND & STRUCTURES

700  STATE TRS MATCHING 1,727.7  1.900.5 2,090.6  2,2.99.7. 7
100  BENEFITS 312.4 343.6  378.0 416 8 457.4
TOTAL _U- 20401 2024471 24686  2,7155 2,987.1

FUNDING  (Thousands of Dollars)

GENERAL FUND -0- 2,040.1 2,244.1 2,468.6 2,7155 2,987.1

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

TRS

POSITIONS None

FULL TIME
PART TIME
TEMPORARY

[11. ANALYSIS (See Fiscal Note Preparation Instructions, Section Il)

1. This bill does not affect deferred vested teachers. . .

2. Of the 7,300 active teachers, 2,916 teachers have outside Service. Of these
with outside service, 2,376 will qualify for retirement under existing
provisions and will not be affected by this bill. The remaining 540 teachers
will be affected by this Dbill. . . R

3. The total %resent value of the benefits being granted under this bill is
$27,837,558. - .

4. To fund this bill, the TRS contribution rate must be increased by 1.32%
of covered payroll (the TRS contribution rate is split 50/50 between
the State matching contribution and the school district contribution.

5. Estimate FY 82 TRS covered payroll to he $261,775,000, increasing 10%

annually.
Mz,
IV. DATE  3/11/81 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)  Representative Buchholdt
Office of the Governor (Keith specking)



ATTACHMENT

Bill/Resolution No. HB 118

ASSUMPTIONS:
1. Estimated FY82 Payroll (Total System) = $261,775,000
2. State Contribution Rate to Fund Bill = .66%
3. State TRS Matching Rate to Fund Bill = -66%
4. School District Rate to Fund Bill = .66%
COST ANALYSIS:
Employer Pa.yrol 1 Rate Cost  Appropriation
1. Department of Education $ 4712000 X 66% $ 311 To Their Budget
2. University of Alaska $ 42,617,000 X .66% 281.3 To Their Budget
$ 3124
3. State TRS Matching $261,775000 X .66%  $1,727.7 To TRS Match
4. State TRS Regular Budget:
Personal Services $ -0- To Personal
Travel $ -0- To Travel
Contractual $ -0-  To Contractual
Commodities $ -0-  To Commodities
Equipment $ -0-  To Equipment
COST TO STATE IN FY82 $2,,040.1
5. All School Districts i3] $1,415.3
TOTAL COST IN FY82 $3,455.4

REMARKS:
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THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTF. 3

|. REQUEST
Bill/Resolution No. House Bill No. v9 .
Title Authorizing the Alaska Federation of Teachers tn parfiripatP in t-Hp T.bsl

Requested by _Date

n. FISCAL DETAIL o , - , ,
Agency Affected Administration - Division of Retirement & Benefits

Program Category Affected Lahor 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 MATCHX

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

EXPENJITURES  (Thousands of Dollars)

FY 81 . FY 82 FY 83 FY 84 FY 85 FY 86

100 PERSONAT. SERVICES
200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EOUIPMENT
600 LAND & STRUCTURES
700  STATE TRS MATCHING -0- 2.7 2.9 3.0 3.2 3.4
100  BENEFITS
TOTAL -0- 2.7 2.9 3.0 312 3.4

FUNDING  (Thousands of Do! lars)

GENERAL FUND -0- 2.7 2.9 3.0 3.2 3.4
FEDERAL FUNDS :
VETERAN'S FUND

FISH & GAME FUND

HIGHWAY FUND

AIRPORT FUND

CAPITAL FUND

PERS

TRS

POSITIONS  None

FULL TIME
PART TIME
TEMPORARY

I11. ANALYSIS (See Fiscal Note Preparation Instructions, Section 1)
1. One former employee (M. Peters) and one current employee (G. Kubina) of the
Alaska Federation of Teachers (AFT) would currently be affected by this bill.

2. Based upon Attorney General's Opinion dated 10/28/75 (attached), a]l retroactive
contributions for former employee M. Peters and service prior to the effective
date of this Act (7/1/81) for G. Kubina must be paid by the AFT or the employee.

3. Our actuary estimates that the cost to the State (TRS State Matching Funds) for
subsidizing AFT's participation in TRS (one employee—future service) would be
approximately $2.7 per year increasing at 6% for each year of future service.

TV DATE 3/9/81 prepared RY Paul B. Arnnldt., Director— 7 >ri
AGENCY Division of Retirement A Benefits

Original: Legislative Finance PHONE 465-4460

cc: Budget and Management

arime Sponsor (First Legislator Named) Representative Cato and 0*Connell
infice of the Governor (Keith Specking)

A» -.l:Y.IV»A .l- 'V b AVA'/' - - -->-.



MEtMORANDUIvi

to:

from:

"W

State ofCAlaska

Robert S. Gates date: October 28, 1975
Director
Division of Retirement FILE NO

& Benefits

TELEPHONE NO:

Avrum M. Gross subject: NEA Contributions
Attorney General to TRS (AS 1*1.25. 075)

N
By V

Robert M. Johnson
Assistant Attorney General

You have, asked whether the State of Alaska 1is
statutorily obligated to pay a share of the retirement
contributions for National Education Association (NEA)

employees. The answer is, yes.

AS 1*1.25.0*15 extended coverage of Teacher
Retirement System (TRS) .to employees of the NEA. The
provision calls for retroactive payments of all cont—
ributions to TRS by NEA or the employee. However, 80*15
does not modify the manner of contribution required
after participation in TRS commences. In the absence
of neither specific statutory language nor a strong showing
of legislative intent, the manner of future contributions
must be governed by AS 1*1.25.050, .070 and .080. Section
050 calls for a contribution of 7% of base salary by the
"teacher™. Sections 070 and 080 provide for equally-shared
payments by the "employer™ and the State of Alaska of the
amount in excess of the teachers” 7% contribution required

to support TRS benefits.

AS 14.25.220 defines the operative terms of TRS.
However, all definitions in 8220 are subject to the phrase
"unless the.context otherwiseerequires . . . " Thus, the
definition of "teacher”™ (&220(15)) and "employer™ (8220(*1))
are not to be read 1in the narrow out-of-context fashion.
Under the required contextual reading of "teacherj, ”"teacher
contributions™ under #050 means NEA-employee contributions..
The broader definition of teacher is further buttressed
by the deference given to the TRS administrator > deter —
minations 1in a "case 1in doubt." Similarly, because
"employer" carries a contextual meaning, 8070 "employer
contributions™ must be read as NEA contributions, even though
NEA is not specifically listed as an employer.

While it is clear that NEA as an employer must
contribute, NEA ™S contribution is limited to the amount set
In 8070. The remaining portion Is required to be contributed
by the State under 8080. No alternative conclusion is ap-—
parent in TRS as amended. The presumption that NEA would
contribute the total amount required in excess of the
teacher ® contribution (that Is, the sum of 88070 and 080)

1DKC37



Robert S. Gates, Director October 28, 197
Division of Retirement & Benefits - 2 -

was raised during consideration of HB 573 am S (the pre—
cursor to the Act granting coverage to NEA employees.)
However, the legislature apparently did not accede to
that presumption. A plain reading of TRS mandates ap—
plicability of &8 050, 070, and 080. As a result, the
State must contribute the same percentage share to the
TRS for NEA-employees as for other covered personnel.



Introduced /181
} He)rrlé(cje Hea% ﬁ Education &

Somal Services and Finance

IN THE HOUSE BY CATO AND O CONNELL

HOUSE BILL NO. 119
IN THE LEGISLATURE OF THE STATE COF ALASKA
..ele TWHFTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act author- .ig employees of the Alaska Federation
of Teachers to participate in the teachers' retirement
system and amending the definition of 'member’ of the
teachers' retirement system; and providing for an
effective date."”
BE IT BENACTED BY THE LEGISLATURE CF THE STATE OF ALASKA:
* Section 1. AS 14.25.045 is amended to read:

Sec. 14.25.045. PARTICIPATION BY [NATIONAL EDUCATION ASSOCIATION]
BVPLOYEES OF NATIONAL EDUCATION ASSOCIATION AND ALASKA FEDERATION CF
TEACHERS, (a) An employee or former employee of the National Education
Association of Alaska or the Alaska Federation of Teachers may partici-
pate in the retirement fund under this chapter if

(1) the employee or former employee possesses or is eligible
to possess a teacher certificate under AS 14.20.020 ™ and

(2) the employee or former employee [OF THE NATIONAL EDUCA-
TION ASSOCIATION CF ALASKA] pays all retroactive contributions required
to be made under this chapter.

(b) For purposes of computing the period of time for which retro-
active contributions may be due, an employee or former employee nay
count employment

(1) with the National Education Association of Alaska since
July 1, 1956; and
(2) with the Alaska Federation of Teachers since January 1.
1975,
-1- HB 119



LA \v

Introduced: 2/5/81 )
Referred: Health.Education &
Social Services and Finance

IN THE HOUSE .- BY CATO AND OCONNELL
HOUSE BILL NO. 119
- . IN THE LEGISLATURE OF THE STATE OF ALASKA
. ; TWELFTH LEGISLATURE - FIRST SESSION
T A BILL \% ...

For an Act entitled: "An Act authorizing employees of the Alaska Federation
of Teachers to participate in the teachers' retirement

system and amending the definition of 'member’ of the

oo

teachers' retirement system; and providing for an

©

10 effective date."”
11 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
2 * Section 1. AS 14.25.045 is amended to read:

13 Sec. 14.25.045. PARTICIPATION BY [NATIONAL EDUCATION ASSOCIATION]
14 BVPLOYEES O NATIONAL EDUCATION ASSOCIATION AND ALASKA FEDERATION CF
15 TEACHERS, (a) An employeeor former employee of the National Education
16 Association ofAlaska or the Alaska Federation of Teachers maypartici-
17 pate in the retirement fund under this chapterif

18 (1) the employeeor former employee possesses or is eligible
19 to possess a teacher certificate under AS 14.20.020" and

2 (2) the employee or former employee [OF THE NATIONAL EDUCA-
e TION ASSOCIATION CF ALASKA] pays all retroactive contributions required
2 to be made under this chapter.

23 (b) For purposes of computing the period of time for which retro-
24 active contributions may be due, an employee or former employee may
25 count employment

26 (1) with the National Education Association of Alaska since
27 July 1, 1956; and

28 (2) with the Alaska Federation of Teachers since January 1.
29 1975.

-1- HB 119
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16

17

18

19

[

23

24

25

26

27

28

29

* Sec. 2. AS 14.25.220(38) is amended by adding a new subparagraph to

read:
(E) an employee or former employee of the National

Education Association of Alaska or the Alaska Federation of Tea-
chers who elects membership under AS 14.25.045;
* Sec. 3. This Act takes effect July 1, 1981.



e mE
Temes COMMITTEE REPORT - -

HOUSE yst
3/13/81 FURTHER
11
Date:
Mr. Speaker:
The Committee on FINANCE has had HB 119

"An Act authorizing employees of the Alaska Federation of Teachers

to partipip%te in the teachers®™ retirement system and ameﬁdin the
definidion of HdmWWT B the "eaBhers* reﬁQF%H@WEﬁé§%&%H;'éﬂalﬁq&W|@iﬁg

for an effective date."

tinder consideration and reports it back as follows:

[ ] do pass [ ] do not pass

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

and recommends

[ 1 AND attaches a "Letter cf Intent” [ ] New Fiscal Note

[ ] reports it back without recommendation

[ 1 referred to the Committee

00 PASS OTHER  RECONNENDATIONS
CHAIRMAN

H 60 (Rev. 3/81)



HOUSE

2/5/81 FURTHER: FINANCE
®)

Date: Hr..<U 12, 1S t(

Mr. Speaker:
HEALTH, EDUCATION &

The Committee on SOCIAL SERVICES has had HB 119

"An Act authorizing employees of the Alaska Federation of Teachers- to
participate in the teachers®™ retirement system and amending the definition
of "member® of the teachers™ retirement system; and providing for an
effective date."

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

do pass [ 1 do not pass
[ 1 do pass with attached amendments(s)

[ ] same title
[ 1 replace with CS for [ J new title

and recommends

[ ] AND attaches a "Letter of Intent" [ ] New Fiscal N?te
[ ] reports it back without recommendation

[ ] referred to the Committee
MEMBERS SIGNING MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS:

CLd

H 60 (Rev. 12/78)
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Introduced: 2/5/81 !
oOr 3V Referred: Health,Education &
T r ) Social Services and Finance
Yy W
IN THE HOUSE BY CATO AND O TONNELL. r.AT.O
HOUSE BILL NO, 119
e N - | i
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act authorizing employees of the Alaska Federation

of Teachers to participate in the teachers * retirement
system and amending the definition of Temberl of the
teachers®™ retirement system; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*Section 1. AS 14.25.045 is amended to read:

Sec. 14.25.045. PARTICIPATION BY (NATIONAL EDUCATION ASSOCIATION]
EMPLOYEES OF NATIONAL EDUCATION ASSOCIATION AND ALASKA FEDERATION OF
TEACHERS, (a) An employee or former employee of the National Education
Association ofAlaska or the Alaska Federation of Teachers may partici—
pate in the retirement fund under this chapter if

(&) the employee or former employee possesses or iseligible
to possess a teacher certificate under AS 14.20.02G_" and

(2) the employee or former employee (OF THE NATIONAL EDUCA—
TION ASSOCIATION OF ALASKA] pays all retroactive contributions required

to be made under this chapter.

(b) For purposes of computing the period of time for V7hich retro-
active contributions may be due, an employee or former employee may

count employment

(1) with the National Education Association of Alaska since

July 1, 1956; and
(2) wvyith the Alaska Federation of Teachers since January 1,

1975.
S1- IIB 119
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* g AS 14.25.22Q(38) is amelnded by addi Mew s aragraph to !
. > ;0228 . j Wé " -
read:

(E) an employee or former employee of the National
Education Association of Alaska or the Alaska Federation of Tea-
chers who elects membership under AS 14.25.045]

* Sec. 3. This Act takes effect July 1, 1981.
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ALASKA STATE LEGISLATURE

PWET.FTH. Legislature FIRST mmSession

HOUSE ----  NO. AP..

By ..CATO.AWS.QIGONSEU*.........

"An Act authorizing employees
of the Alaska Federation of
Teachers to participate 1in

the teachers “retirement
system and amending the
definition of Tember *of the
teachers “retirement system;
and providing for an effective
date."

Teachers' retirement system

Introduced in the House .?/.%2/....19. 5.‘.

&1-002

P

HISTORY IN THE HOUSE

1981 Read first time and referred
to Committee on

Feb HESS and Finance

Reported back with
recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by Speaker
Sent to Senate

CHIEF CLERK OF THE HOUSE

19

HISTORY IN THE SENATE

Read first time and referred 19
to Committee on

Reported back with
recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by President
Returned to House

SECRETARY OF THE SENATE

HISTORY IN THE HOUSE

Received from Senate

Concurred inSenate amendin®nt
thus adopting:
VOTE
Failed to concur in Senate amend —
ment; asked Senate to recede
VOTE

Senate receded from amendment
VOTE

Senate filed to recede from
amendment
VOTE

CC appointed by House

CC appointed by Senate

CC adopted by House
VOTE

CC adopted by Senate
VOTE

To enrolling
Reported correctly enrolled
Sent to Governor

Filed with Lt. Governor

Chapter NO ... ... .....
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jf COMMITTEE REPORT
HOUSE
"5-’5(/IEB< FURTHER:
Date:
Mr. Speaker:
The Committee on FIHAFECE has had HB 121
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Original sponsors: Duncan and Miller

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 121 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the public employees, teachers,
judicial, and National Guard benefits; and providing
for an effective date.™

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

* Section 1. AS 14.20.345(d) 1is amended to read:

(d) The governing body of the district may agree to continue the
teacher™s retirement contributions if the teacher agrees to pay the
percentage required under AS 14.25.050 [REQUIRED SEVEN PERCENT] of the
salary the teacher _[HE] would have received during the [HIS] leave of
absence and reimburse the district for the district"s required retire—
ment contribution. Each year of leave of absence then would count as a
year of retirement service.

* Sec. 2. AS 14.25.020(a)(1) 1is repealed and reenacted to read:
¢)) formulate and recommend to the Alaska Teachers*®
ment Board vregulations to govern the operation of the system;
* Sec. 3. AS 14.25.022 is amended to read:

Sec. 14.25.022. REGULATIONS. Regulations adopted by the Alaska
Teachers®™ Retirement Board [PROMULGATED BY THE ADMINISTRATOR] under
AS 14.25.010 - 14.25.220 relate to the internal management of a state
agency and their adoption 1is not subject to the Administrative Proce—
dure Act (AS 44.62).

* Sec. 4. AS 14.25.035 1is amended by adding a new subsection to read:

V
(i) The board may adopt regulations recommended by the adminis-
>
trator to carry out this chapter with modifications it considers proper.
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* Sec. 5. AS 14.25.050(a) 1is amended to read:

(a) Each [BEGINNING JULY 1, 1970, EACH] teacher shall contribut
to the retirement fund an amount equal to nine [SEVEN] percent of his
base salary accrued from July 1 to the following June 30. The contri—
bution shall be deducted by the employer at the end of each payroll
period.

Sec. 6. AS 14.25.060(a) 1is repealed and reenacted to read:

(a) IT a member has military service or Alaska Bureau of India
Affairs (BIA) service, or if a member joined the system before July 1,
1978, and has creditable outside service, the member 1is indebted to the
retirement fund as follows:

(1) For a member first hired before July 1, 1978, the arrear —
age indebtedness for creditable outside service is seven percent of the
base salary multiplied by the total number of years of creditable out—
side service. Compound interest at the rate prescribed 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 1is later,
to the date of payment or the date of retirement, whichever occurs first.

(2) For a member first hired before July 1, 1982, the arrear—
age indebtedness for creditable military and Alaska BIA service 1is
seven percent of the base salary multiplied by the total number of
years of military and Alaska BIA service. For a member first hired on
or after July 1, 1982, the arrearage 1indebtedness for military and
Alaska BIA service is nine percent of the base salary multiplied by the
total number of years of creditable 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 at the time of

first becoming employed as a member, whicheven.is later, to the date of
J

payment or the date of retirement, whichever occurs first.
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3) IfT a member terminates from the system and is
sequently reemployed as a member before July 1, 1982, the arrearage
indebtedness to the retirement fund for outside, military, or Alaska
BIA service accumulated 1in the interim is seven percent of the base
salary upon reentering membership service, multiplied by the number of
years of interim outside, military, and Alaska BIA service. If a
member terminates from the system and 1is subsequently reemployed as a
member on or after July 1, 1982, the arrearage indebtedness to the
retirement fund for outside, military, or Alaska BIA service accumulated
in the 1interim 1is nine percent of the base salary upon reentering
membership service, multiplied- by the number of years of interim out—
side, 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, which—
ever is later, to the date of payment or the date of retirement, which—
ever occurs first.

Sec. 7. AS 14.25.110(d) 1is repealed and reenacted to-read:

()] The monthly amount of the retirement benefit for a member
with less than 10 years credited service is two percent of the member®s
average base salary divided by 12 times the years of credited service,
including credited fractional years. The monthly amount of the retire—
ment benefit for a member with at least 10 years but less than 20 years
credited service is two and one-quarter percent of the member®s average
base salary divided by 12 times the years of credited service. The
monthly amount of the retirement benefit for a member with at least 20
years of credited service 1is two and one-half percent of the member™s

average base salary divided by 12 times the years of credited service.
An actuarial adjustment must be made for early retirement. An indebted—

ness that exists at the time of retirement must be discharged under

-3- CSHB 121 (Fin)



3% _ m

AS 14.25.063(b).
Sec. 8. AS 14.25.115(a) 1is amended to read:

() A teacher in membership service on or after July 1, 1977 who
is appointed to retirement on or after July 1, 1978 may elect to apply
[HIS] unused sick leave credit in computing the total number of years
of creditable service under AS 14.25.110(d) [AS 14.25.120(c)(1) AND
4)]- To obtain service credit for unused sick leave, a teacher must
apply to the administrator no later than one year after appointment to
retirement. Unused sick leave shall be credited on a day-for-day basis
in accordance with the table for service after July 1, 1969 contained
in AS 14.25.220(40) [AS 14.25.220(16)]. No teacher contributions may
be required for credited unused sick leave.

Sec. 9. AS 14.25.125(d) is repealed and reenacted to read:

(d) The monthly amount of a conditional service retirement benef
shall be calculated on the years of fully paid membership service only,
in accordance with AS 14.25.110(d), except that

(D a member may 1irrevocably elect to substitute "average
monthly compensation™ as defined in AS 39.35.680(4) 1in place of the
member®"s average base salary, divided by 12; and

(2) in determining the percentage multiplier for each year
of service under AS 14.25.110(d) the years of credited service under
AS 39.35 shall also be considered.

Sec. 10. AS 14.25.130(a) 1is amended to read:

(a) An active [A] member who is terminated as a proximate result
of a permanent disability [HAS BECOME PERMANENTLY I51SABLED], as defined
in AS 14.25.220, after July 1, 1966, before age 55 and who has five or

more years of membership service may be retired by the administrator as

of the first day of the month following the permanent "disability. Af-

ter a report of medical examination of the member, an application” and
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other requested information has been submitted, the administrator shall
determine, if the member 1is physically or mentally incapacitated for
further performance of duty, and if the incapacity is likely to be per—
manent and whether the member should receive disability benefits.

Sec. 11. AS 14.25.143 is repealed and reenacted to read:

Sec. 14.25.143. POST-RETIREMENT PENSION ADJUSTMENT. (a) Once
each year the administrator shall increase benefit payments to eligible
disabled members and persons age 55 or older receiving benefits under
this system in the preceding calendar year.

(b) The 1increase in benefit payments applies to total benefit
payments except for the cost-of-living allowance under AS 14.25.142.
The amount of the increase is a percentage of the current benefit equal
to

(1) the lesser of 75 percent of the increase in the cost of
living in the preceding calendar year or nine percent, for recipients
who on July 1 are at least 65 years old;

(2) the lesser of 50 percent of the increase in the cost of
living in the preceding calendar year or six percent, for recipients
who on July 1 are at least 60 but less than 65 years old and for members
receiving disability benefits who are less than 65 years old; and

(3) the lesser of 25 percent of the increase in the cost of
living in the preceding calendar year or three percent, Tfor recipients
who on July 1 are at least 55 but less than 60 years old.

(©) ITf a recipient was not receiving benefits during the entire
preceding calendar year, the increase 1in benefits under this section
shall be adjusted by multiplying it by the fraction whose numerator 1is

the number of months for which benefits were received in the preceding
calendar year and whose denominator is 12.

()] If at the time of first receiving a retirement benefit a
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member was receiving a disability benefit under this system, the admin-—
istrator shall, at the time the member 1is appointed to retirement,
increase the retirement benefit by a percentage equal to the total
cumulative percentage increase which has been applied to the member®s
disability benefit under this section.

(e) When computing a spouse®s pension under AS 14.25.164, adju
ments granted to the deceased member under this section shall be in-
eluded

™ An increase 1in benefit payments under this section is effe
tive July 1 of each year and is based on the percentage increase 1in the
consumer price 1index for urban wage earners and clerical workers for
Anchorage, Alaska during the previous calendar year as determined by
the United States Department of Labor, Bureau of Labor Statistics.

Sec. 12. AS 14.25.168 1is repealed and reenacted to read:

Sec. 14.25.168. MEDICAL BENEFITS. (a) The following are entitled
to major medical insurance coverage:

(D a person receiving a monthly benefit from the system;

(2) the spouse of a person receiving a monthly benefit from
the system;

3) a natural or adopted child of a person receiving a
monthly benefit, if the child is a dependent child as defined in AS 14.-
25.220(12).

(b) Major medical insurance coverage takes effect on the same
date as retirement benefits begin and stops when the retired person or
survivor 1is no longer eligible to receive a monthly benefit. The
coverage for persons over age 65 is the same as that available for

persons under age 65. The benefits payable to those persons 65 or
older supplement those afforded under the federal old ago. survivor and

disability insurance program, 1if any.
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* Sec. 13. AS 14.25.220(9) 1is amended to read:

(9 "compensation”’ means the total remuneration paid
contract to a member for services rendered during a school year, in—
cluding cost-of-living differentials, payments for leave that is
actually used by the member, the amount by which the member®s wages
are reduced under AS 39.30.150(c), and the amount deferred under the
state deferred compensation plan or the tax shelter annuity plan
approved by the Department of Education, but does not include retire—
ment benefits, welfare benefits, per diem, expense allowances, workers*
compensation payments, or payments for leave not used by the member,
whether those leave payments are scheduled payments, lump sum payments,
donations, or cash-ins; for purposes of AS 14.25.050, compensation paid
includes any payment made after June 30 ofaschool year for services
rendered before the end of the school year;

* Sec. 14. AS 14.25.220(10) 1is amended to read:

(10) "credited service” means all membership service as
vided in (20) of this section, territorial employment as defined in
(41) of th™'s section, plus outside, military, and BIA service not ex—
ceeding 15 years, with outside and military service limited to 10 years
except under the conditions set out in AS 14.25.100;

* Sec. 15. AS 14.25.220 1is amended by adding a new paragraph to read:

(41) "territorial employment™ means non-teaching employment
with the Territory of Alaska as provided under AS 14.25.105; territor—
ial employment 1is not membership service.

* Sec. 16. AS 22.25.011 is amended-to read:
Sec. 22.25.011. CONTRIBUTIONS. Eachjusticeandjudge appointed

after July 1, 1978 shall contribute seven percent of the [HIS] base
annual salary received by .the justice or judge to the judicial retire—

ment system. Contributions shall be made for all creditable service
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under this chapter up to a maximum of 15 years. This contribution 1is
made in the form of a deduction-from compensation, and is made notwith—
standing that the compensation paid in cash to the justice or judge.is
reduced thereby below the minimum prescribed by law. Each justice and
judge 1is considered to consent to the deduction [MADE] from [HIS]
compensation. Payment of compensation less the deduction constitutes a
full and complete discharge and acquittance of all claims and demands
for the services rendered by the justice or judge [HIM] during the
period covered by the payment, except as to the benefits provided for
under AS 22.25.010 - 22.25.090. The contributions shall be credited
to the judicial retirement fund established in accordance with AS 22.-
25.048 [INTO THE GENERAL FUND OF THE STATE].

Sec. 17. AS 22.25 is amended by adding a new section to read: -

Sec. 22.25.048. ACCOUNTING AND INVESTMENT. (@) The commissioner
of administration shall establish a fund for the judicial retirement
system and shall maintain accounts and records for the judicial retire—
ment system.

(b) AIl 1income of the judicial retirement fund and all disburse—
ments made by the fund must be credited or charged, whichever is appro—
priate, to the following accounts:

fl) an individual account that contains the mandatory contri—
butions collected from a person under AS 22.25.011;

(2) an account that 1is credited with the contributions of
the state court system;

(3) a retirement reser%f account; and

(4) an expense account for the judicial retirement systenm

that shall be credited with funds transferred from the account des—
cribed in (b)(2) of this section.

(©) Investment of surplus amounts 1in -the fund may be made as
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provided in AS 39.35.110.

(d) Within one year following retirement, an amount actuarially
determined as necessary to pay fully for the benefits to be received by
a person receiving a benefit under this chapter shall be transferred
first from the individual account described in (b)(1l) of this section
and, after the individual contributions have been exhausted, then from
the court system account described in (b)(2) of this section, into the
retirement reserve account described 1in (b)(3) of this section.

(e) The contributions of the court system to the retirement
reserve account shall contain the actuarially determined "flount neces—
sary to fully fund the pension,, death benefits, and other benefits paid
under the judicial retirement system to a person receiving a benefit
under this chapter.

) The investment 1income of the judicial retirement fund shall
be allocated 1in proportion to the balances of assets first to the
retired reserve account described in (b)(3) of this section and then to
the account described in (b)(2) of this section.

(g) The account described in (b)(4) of this section 1is charged
with all disbursements representing the administrative expenses in-—
curred by the judicial retirement system. Expenditures from this
account shall be included in the budget of the governor for each Tfiscal
year.

Sec. 18. AS 22.25.090 is repealed and reenacted to read:

Sec. 22.25.090. MEDICAL BENEFITS. (a) The following are entitled
to major medical 1insurance coverage:

(1) a person receiving a monthly benefit under this chapter;

(2) the spouse of a justice, judge, or administrative direc—
tor receiving a monthly benefit under this chapter; *

©)) a natural or adopted child of a justice, judge, or
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administrative director receiving a monthly benefit under this chapter,
if the child is a dependent child under (¢)of this section.

(b) Major medical insurance coverage takes effect on the "same
date as retirement benefits begin, and stops when the retired person or
survivor 1is no longer eligible to receive a monthly benefit. The
coverage for persons 65 or older is the same as that available for
persons under 65. The benefits payable to those persons 65 or older
supplement the benefits provided under the federal old age survivor and
disability insurance program, if any.

(©) In this section "dependent child”™ means an unmarried child of
a justice, jJjudge, or administrative director receiving a monthly benefit
under this chapter, including an adopted child, who is dependent on the
justice, judge, or administrative director for support and who 1is
either (1) less than 19 years old, or (2)less than 23 years old and
registered at and attending on a Tfull-time basis an accredited educa—
tional or technical institution recognized by the Department of Educa—
tion. The age limits set out in this subsection do not apply to a
child who 1is totally and permanently disabled.

Sec. 19. AS 26.05.227 1is amended to read:

Sec. 26.05.227. DEFINITIONS. As used in AS 26.05.222 - 26.05.228
[AS 26.05.222 - 26.05.226],

(&) "beneficiary™ means a person designated by a member to
receive benefits that may be due from the system upon the death of a
member ;

(2) "member means a commissioned or warrant officer or an
enlisted person in the Alaska National Guard or Alaska Naval Militia;

) "system™ means the Alaska National Guard retirement
system. £

Sec. 20. AS 26.05 is amended by adding a mew section to read:

" -10- 7 CSHB 121 (Fin)



Sec. 26.05.228. ACCOUNTING AND INVESTMENT. (@) The commissioner
ofadministration shall establish a fund for thesystem and maintain
accounts and records for the system.

(b) All income of the fund and all disbursements made by the fund
must be credited or charged, whichever 1is appropriate, to the following
accounts:

(D an 1individual account for each retired member of the
system that records the benefits paid under this system to the member
or surviving beneficiary;

(2) a separate account for the Department of Military Affairs”
contribution to fund the system based on the actuarial requirements of
the system as established by the commissioner of administration under
this chapter; "

3) an expense account for the system; this account 1is
charged with all disbursements representing administrative expenses
incurred by the system; expenditures from this account are included 1in
the governor®s budget for each fiscal year.

(c) Investment of surplus amounts 1in the fund may be made as
provided in AS 39.35.110.

* Sec. 21. AS 39.30.090 is amended to read:

Sec. 39.30.090. PROCUREMENT OF GROUP [INSURANCE. The Department
of Administration may obtain a policy or policies of group insurance
covering state employees, persons entitled to coverage under AS 14.-
25.168, AS 22.25.090, AS 39.35.535, or under former AS 39.37.145 or
[-AND] employees of other participating governmental units subject to
the following conditions:

(D A group 1insurance policy shall provide one or mor
the following benefits: life insurance, accidental death and dismem—

berment 1insurance, weekly 1indemnity -insurance, hospital expense insur-

" o11- CSHB 121 (Fin)



ance, surgical expense insurance, dental expense insurance, audio-vis—
ual insurance, or other medical care 1insurance.

(2) Each eligible employee of the state, the [HIS] spouse
and the [HIS] wunmarried children chiefly dependent on the eligible
employee [HIM] for support and each eligible employee of another parti—
cipating governmental unit shall be covered by the group policy, unless
exempt under regulations adopted by the commissioner of administration.

(3) A governmental unit may participate under a group policy
if

(A) its governing body adopts a resolution authorizing
participation, and payment of required premiums;

(B) a certified copy of the resolution is filed with
the Department of Administration; and

(C) the commissioner of administration approves the
participation in writing.

) (repealed).

(5) (repealed).

(6) The Department of Administration shall obtain the insur—
ance policy from any insurer authorized to transact business in the
state under AS 21.09 and AS 21.90.

() The Department of Administration shall make available
bid specifications for desired insurance benefits to all insurance car—
riers licensed in the state and qualified to provide the desired bene—
fits. The specifications shall be made available on or before July 1,
1965, and at least once every succeeding five Yyearts. The lowest re—
sponsible bid submitted by an insurance carrier with adequate servicing

facilities shall govern selection of a carrier under this section.

(8) If the aggregate of dividends payable under the group

insurance policy exceeds the governmental unit"s share of the premium,
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the excess shall be applied by the governmental unit for the sole bene—
fit of the employees.

9 A person receiving benefits under AS 14.25.110,
or AS 39.35 who is not 65 years of age may continue the [OBTAIN MAJOR
MEDICAL AND] 1life insurance coverage that was 1in effect under this sec—
tion at the time of separation from employment with the state or parti—
cipating governmental unit [FOR HIMSELF AND ANY DEPENDENTS WHO HAVE NOT
REACHED THE AGE OF 65 YEARS].

(10) [A PERSON RECEIVING BENEFITS UNDER AS 14.25.110, AS 22.-
25 OR AS 39.35 WHO IS 65 YEARS OF AGE OR OLDER BUT WHO HAS DEPENDENTS
WHO ARE UNDER 65 MAY OBTAIN MAJOR MEDICAL INSURANCE FOR THESE DEPEN—
DENTS UNDER THIS SECTION.]

(11) [A PERSON RECEIVING BENEFITS UNDER AS 14.25.110, AS 22.-
25 OR AS 39.35 MAY OBTAIN MAJOR MEDICAL AND PRESCRIPTION DRUG INSURANCE
UNDER THIS SECTION FOR HIMSELF AND ANY DEPENDENTS TO COVER COSTS WHICH
ARE.NOT COVERED BY THE FEDERAL OLD AGE SURVIVOR®"S AND DISABILITY INSUR-—
ANCE PROGRAM.]

(12) A person electing to have insurance under (9) [, (10) OR
(11)] of this section shall pay the cost of this insurance.

(13) [NO PERSON MAY ELECT FOR COVERAGE UNDER (9), (10) OR
(11) OF THIS SECTION UNLESS HE WAS OR IS PRESENTLY ELIGIBLE FOR COVER—
AGE UNDER THIS SECTION.]

(14) For each permanent part-time employee electing coverage
under this section, the state shall contribute one-half the state con—
tribution rate for permanent full-time state employees, and the perman—
ent part-time employee shall contribute the other one-half.

(15) person receiving benefits under AS 14.25 or AS 39.35
may obtain auditory, visual, and dental 1insurance [FOR HIMSELF] under
a

this section. The 1level of coverage for persons over 65 shall be the
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same as that available before reaching age 65 except that the benefits
payable shall be supplemental to those afforded under the federal old
age [,] survivors [,] and disability insurance program, if any. A
person electing to have insurance under this paragraph shall pay the
cost of the insurance. The commissioner of administration shall adopt
regulations implementing this paragraph.

Sec. 22. AS 39.30 1is amended by adding a new section to read:

Sec. 39.30.095. FUND ESTABLISHED. (a) The commissioner of
administration shall establish the group health and life benefits fund
to provide group insurance benefits for group life and health insurance
policies obtained under AS 39.30.090. The commissioner shall maintain
accounts and records for the fund. The fund consists of employer
contributions, employee contributions, appropriations from the legisla—
ture, and interest earned on investment of the fund as provided in (d)
of this section.

(b) After obtaining the advic.. of an actuary, the commissioner of
administration shall determine the amount necessary to provide benefits
under AS 39.30.090 and shall set the rate of employer contribution and
employee contribution, if an>. The commissioner of administration
shall pay premiums and claims in accordance with the insurance policies
in effect under AS 39.30.090 with money 1in the group health and life
benefits fund.

(c) The commissioner of administration or the designee of the
commissioner 1is administrator of the fund.

(d) IT the commissioner of ._administration determines that there
is more money 1in the fund than the amount needed to pay premiums or

benefits for the current fiscal year, the surplus, or so much of it as
the commissioner of administration considers advisable,vmay be invested

by the commissioner of revenue 1in the same manner as retirement funds
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are invested under AS 39.35.110.
(e) In this section, "fund"” means the group health and life
benefits fund.
* Sec. 23. AS 39.35.100(b)(1) is amended to read:

(1) An [AN] individual account shall be maintained for each
employee to record the amount of the [HIS] mandatory contributions
collected under AS 39.35.160(a). As of the last day of each calendar
year and each fiscal year beginning with June 30, 1969, this account
shall be credited with interest, by applying one half of the preszribed
rate of interest to the balance in the account as of that date. Within
one year following [UPON] retirement, the amount actuarially determined
as necessar> to fully fund the benefits to be received shall be trans—
ferred first from the employee contribution account and, after the em—
ployee contribution account has been exhausted, then from the employer
contribution account into the retirement reserve account.

* Sec.. 24. AS 39.35.100(b) (3) is amended to read:

(3) A separate account for each employer shall be main
The account shall be credited with contributions of the employer. This
account shall be charged with the employer®s actuarial charge for pen—
sion, death benefits, and other benefits paid under this system to or
on behalf of the employee of the employer. After an allowance for in-—
terest credited to employee contribution accounts and employee savings
accounts, the 1investment income of the pension fund shall be allocated
to the retirement reserve account and to each employer, asset share
account according to the ratio that the average of- the assets in the
[AN EMPLOYER®"S] account as of the beginning and as of the end of the

fiscal year bears to the total of the average balance of the retirement

reserve account and all employer accounts [EMPLOYERS].

* Sec. 25. AS 39.35.160 is amended to read;
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read:

Sec. 39.35.160. AMOUNT OF EMPLOYEE CONTRIBUTIONS. While partici—
pating in the system each peace officer and each fireman .shall contri—
bute seven [FIVE] percent and every other employee shall contribute six
[FOUR] and one-quarter percent of their [HIS] compensation to the
public employees “retirement system.

Sec. 26. AS 39.35.200(b) 1is amended to read:

(b) If, upon termination of employmentj an employee has credited
service of less than five years and has less than $1,000 in the [HIS]
employee contribution account, a refund of the employee contribution
account and the employee savings account must be made unless the
employee indicates in writing that future retirement is intended and
contributions should not be refunded. An employee who 1is reemployed
with an employer and whose contributions have not been refunded before
reemployment [RE-EMPLOYMENT] 1is not eligible for a refund.

Sec. 27. AS 39.35 is"amended by adding a new section to article 5 to

Sec. 39.35.305. CREDITED SERVICE FOR EMPLOYMENT WITH THE DIVISION
OF MARINE TRANSPORTATION. (@ A vested employee who is a member of
the system on July 1, 1981, 1is entitled to credited service for periods
of employment before January 1, 1977, with the division of marine
transportation for which the employee was credited with service under a
marine retirement .trust. The credited service allowed under this
section may not exceed an aggregate of five years. Benefits are not
payable on service credited under this section unless the employee
makes retroactive contributions to the system for-jthe period of time
for which service credit is claimed.

(b) In order to obtain credited service under this section, an
employee shall make an election to do so and shall verify the period of

2 e L] . (y
service. When eligibility for credited service has been established,
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an indebtedness shall be determined as follows: (D the employee’s

actual compensation, or the

employee working less than 12 months,

calculated annual cpmpensation

for an

during the calendar year 1981 or

the year 1in which an employee first becomes vested under this chapter,

whichever 1is later, multiplied by (2)

multiplied by (3) the number

section. Interest as prescribed by regulation accrues on this

ness beginning on July 1, 1981,

years of service

first becomes vested, whichever is later.

eight percent,

and this product
credited under this
indebted —

or one year following the date a person

Any outstanding indebtedness

that exists at the time a person is appointed to retirement will neces—
sitate an actuarial adjustment to the benefits payable based upon
service credited under this section.
Sec. 28. AS 39.35.340(b) 1is amended to read:

(b) In order to obtain credited service under this section,
employee shall make ah election to do so and shall verify the [HIS]

period of military service.

military service has been established,

mined as follows: D the

calculated annual compensation for those employees working

months, during the calendar year 1976 or the year

When eligibility for credited service for

employee®s

first becomes vested under this chapter,

an indebtedness shall

actual compensation,

whichever 1is later,

be

or

mul

deter —

the

less than 12

in which an employee

tiplied

by (2) [SIX PERCENT, THIS PRODUCT MULTIPLIED BY (3)] the number of

years of military service credited under

this section, and this pro—

duct multiplied by (3) six percent for members who are first eligible

to claim this military service before July 1,

1932-y or eight percent

for members who are first eligible to claim this military service on

or after July 1, 1982. Interest as prescribed by regulation accrues on

this 1indebtedness beginning

following the date a person

[COMMENCING]

on July 1, 1977, or one year

first becomes vested, whichever

-17-
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Any outstanding indebtedness that [WHICH] exists at the time a person
is appointed toretirement will necessitate an actuarial adjustment to
the benefits payable based upon that military service.

Sec. 29. AS 39.35.340(g) 1is amended to read:

() A surviving spouse receiving or entitled to receive benefits
[A SURVIVING SPOUSE S PENSION] wunder AS 39 35.420(b), 39.35.430 or
39.35.440 or benefits under a joint and survivor option filed under
AS 39.35.450 iseligible to receive increased benefits based upon
military service as described in (@) of this section. To rece}ve
credited service for military service, the surviving spouse must verify
the employee®s military service. When verified, the surviving spouse
is entitled to receive an increased benefit which shall be actuarially
adjusted to reflect his or her 1indebtedness 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
compensationeused in calculating the benefit. Benefits payable under
this subsection are effective the first day of the month following that
in which eligibility has been established.

Sec. 30. AS 39.35.360(b) is amended to read:

(b) An employee who 1is entitled to credited service for employ—
ment before January 1, 1961, under (a) of this section is not required
to make retroactive contributions under this chapter.

Sec. 31. AS 39.35.370(c) 1is repealed and reenacted to read:

(©) The monthly amount of the retirement benefit for a peace
officer or fireman with less than, 10 years of credited service 1is two
percent of the average monthly compensation times the years of credited

service. The monthly amount of the retirement benefit for a peace
officer or fireman with 10 years or more of credited service is two and

one-half percent of the average monthly compensation times the years of

*_K - CSHB 121 (Fin)



credited service. The monthly amount of the retirement benefit for all
other employees with less than 10 years of credited service is two
percent of the average monthly compensation times the years of credited
service. The monthly amount of the retirement benefit for all other
employees with 10 years or more of credited service but less than 20
years of credited service is two and one-quarter percent of the average
monthly compensation times the years of credited service. The monthly
amount of the retirement benefit for all other employees with 20 years
or more of credited service is two and one-half percent of the average
monthly compensation times the years of credited service. An actuarial
adjustment must be made for an early retirement benefit.
Sec. 32. AS 39.35.370 1is amended by adding a new subsection to read:
(9) A member may not receive retirement benefits under this
section based on a period of employment for which the member received
credited service under- AS 39.35.305 if the member 1is receiving retire—
ment benefits from a marine retirement trust based on the same period
of employment.
Sec. 33. AS 39.35.385(d) 1is repealed and"reenacted to read:
(d) The monthly amount of a conditional service retirement benef

shall be calculated 1in accordance with AS 39.35.370(c), except that

(¢H) the member may 1irrevocably elect to substitute one-
twelfth of the ™verage base salary”™ as defined in AS 14.25.220(5) 1in
place of average monthly compensation; and

(2) in -determining the percentage multiplier for each year
of service under AS 39.35.370(c) the years of credited service under
AS 14.25 shall also be considered.

Sec. 34. AS 39.35.385(c) 1is amended to read:
(c) Credited service for which contributions were; refunded is n
creditable under this section unless the refunded contributions have
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been repaid. For purposesof (a) and (b) of this section, a member or
former member does not haveto be reemployed under this system in order
to pay refunded contributions. Compound interest at the rate pre—
scribed by regulation must be added to the reinstatement indebtedness
from the date of the refund to the date of repayment.

Sec. 35. AS 39.35.420(b) 1is amended to read:

(b) IT the death of a vested member or deferred vested member oc—
curs from nonoccupational causes, the surviving spouse may at his or
her discretion vreceive either the amounts set out in (c) [BENEFITS
DESCRIBED 1IN (a)] of this section or a 50 percent joint and survivor
option based upon creditedservice to the date of the employee®s death
or termination. Benefits accrue from the first day of the month fol—
lowing the employee®s death and are payable the last day of the month.
Sec. 36. AS 39.35.420 isamended by adding a new subsection to read:

(c) If no spousesurvives the death ofa vested or deferred
vested member, the designated beneficiary shall be paid: (1) the
balance of the deceased member®s contribution account; (2) the balance
of the deceased member®s savings account; (3) the deceased member-"s
final monthly benefit payment; and (4) a lump-sum death benefit. The
amount of the lump-sum death benefit is $100 times the years of credited
service of the deceased member plus $1,000.

Sec. 37. AS 39.35.430 isamended by adding a new subsection to read:

@) IT the death ofar. employee occurs from occupational causes
but no surviving spouse or dependent children exist at the time of the
death, the employee®s designated beneficiary 1is entitled to receive
those benefits available to a beneficiary under AS 39.35.420(a) or (c).

Sec. 38. AS 39.35.440(b) is amended to read:
(b) Upon the death of a disabled employee who 1is “receiving or
entitled to receive an occupational disability benefit, a surviving
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spouse & pension equal to 40 percent of the employee > [HIS AVERAGE]

"monthly compensation at the termination of employment because of occu—

pational disability shall be paid to the [HIS] surviving spouse. I f
there 1is no surviving spouse, the survivor 3 pension shall be paid in
equal parts to the dependent children of the employee. On the date the
normal retirement of the employee would have occurred if the employee
[HE] had 1lived, monthly payments shall equal®the monthly amount of the
normal retirement benefit to which the employee, had the employee [HE]
lived and continued [HIS] employment until the employee®s [HIS] normal
retirement date, would have been entitled with an average monthly
compensation as existed at [HIS] death and the credited service to
which the employee [HE] would have been entitled. IfT the death of
an employee occurs from occupational causes but no surviving spouse or
dependent children exist at the time of the death, the employee®s
designated beneficiary shall be paid those benefits available to a
beneficiary under AS 39.35.420(a) or (c).
Sec. 39. AS 39.35.475 is repealed and reenacted to read:

Sec. 39.35.475. POST-RETIREMENT PENSION ADJUSTMENT. (a) Once
each year the administrator shall increase benefit payments to eligible
disabled members and persons age 55 or older receiving benefits under

this system in the preceding calendar year.

(b) The increase in benefit payments applies to total benefit

payments exclusive only of the cost-of-living allowance under AS 39.-

35.480. The amount of the increase is a percentage of the current
benefit equal to "
a ft
(&) the lesser of 75 percent of the increase in the cost of

living 1in thepreceding calendar year or nine percent, forrecipients
who onJuly 1 are at least 65 years old; ;

(2) the lesser of 50 percent of the increase in the cost of

-21- CSHB 121 (Fin)



living in the preceding calendar year or six percent, for recipients
who on July 1 are at least 60 but less than 65 years old and for members
receiving disability benefits who are less than 65 years old; and

3) the lesser of 25 percent of the increase in the
living in the preceding calendar year or three percent, for recipients
who on July 1 are at least 55 but less than 60 years old.

(c) IT a recipient was not receiving benefits during the entire
preceding calendar year, the increase in benefits under this section
shall be adjusted by multiplying it by the fraction whose numeragor is
the number of months for which benefits were received in the preceding
calendar year and whose denominator 1is 12.

(d) IfT at the time of first receiving a retirement benefit a
member was receiving a disability benefit under this system, the admin-—
istrator shall, at the time the member 1is appointed to retirement,
increase the retirement benefit by a percentage equal to the total
cumulative percentage 1increase which has been applied to the member-s
disability benefit under this section.

(e) When computing a joint and survivor benefit under AS 39.35.-
450 or a survivor Xl Dbenefit under AS 39.35.420 or 39.35.440, adjust—
ments granted to the deceased member under this section shall be in—
cluded. -«

(f) An increase in benefit payments under this section is effec—
tive July 1 of each year and is based on the percentage 1increase 1in the
consumer price index for urban wage earners and clerical workers for
Anchorage, Alaska during the previous calendar year as determined by
the United States Department of Labor, Bureau of Labor Jtaiiistics.
Sec. 40. AS 39.35.460 is amended to read:

Sec. 39.35.460. LEVEL INCOME OPTION. IT the payment of a [AN
EARLY] retirement pension begins before age &5 |[THE EARLIEST AGE AS OF

T _22- ..CSHB 121 (Fin)

C



WHICH THE EMPLOYEE BECOMES ELIGIBLE FOR A PRIMARY SOCIAL SECURITY BENE —
FIT] , the amount of pension payable before and after that age may be
adjusted so that an increased amount will be paid before the time that
full social security benefits become available and a reduced amount af—
ter that time, so that the employee may [WILL] receive a more level
[RETIREMENT] 1income for life. The aggregate value of all adjusted
payments may [, HOWEVER, SHALL] not exceed the actuarial equivalent of
the value of the pension otherwise payable to the employee.

* Sec. 41. AS 39.35 1is amended by adding a new section to read:

Sec. 39.35.527. ELECTION TO TERMINATE COVERAGE AS A PEACE OFFICER
OR FIREMAN. () An employee occupying a position as a peace officer
or fireman may 1irrevocably elect to relinquish peace officer or fireman
status with the system and receive credited service other than as a
peace officer or fireman in an amount equal to the credited service as
a peace officer or fireman.

(b) An employee who elects to relinquish peace officer or fireman
status with the system must be currently employed as a peace officer or
fireman and must file a written request with the administrator

(1) by January 1, 1982 if the employee wants the election to
be effective January 16, 1982; or

(2) within six months of employment or reemployment 1in a
position in the peace officer or fireman category if the election 1is to
be effective on the date of employment or reemployment.

(c) An employee who relinquishes peace officer or fireman service
under this section shall receive a*refund equal to-jthe amount by which
the employee®s accumulated contributions exceed the contributions which
would otherwise have been required for the same period of service.

v

* Sec. 42. AS 39.35.485(a) is amended to read:

(a) An employee who 1is eligible for a"%Penefit calculated in
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accordance with AS 39.35.370(c) 1is entitled to a benefit of at least
$25 a month for each year of credited service, not including adjust-
ments made wunder AS 39.35.340 for military service, AS 39.35.350 for
reinstatement of credited service, AS 39.35.360 for credit for earlier
service, AS 39.35.370(c) for early retirement, AS 39.35.420 for non-
occupational death benefits [AS 39.35.380, 39.35.410], AS 39.35.450
for the survivor®s option, AS 39.35.460 for the level income option,
AS3 39.35.475 for the post-retirement pension adjustment, and AS 39.35.-
480 for the cost of living.

* Sec. 43. AS 39.35.535 1is repealed and reenacted to read:

Sec. 39.35.535. MEDICAL BENEFITS. () The following are entitled
to major medical 1insurance coverage:

(&) a person receiving a monthly benefit from the system;

(2) the spouse of a person receiving a monthly benefit from
the system;

3) a natural or adopted child of a person receiving a
monthly benefit from the system, if the child is a dependent child
under AS 39.35.680(11).

(b) Major medical 1insurance coverage takes effect on the same
date asretirement benefits begin, and stops when the retired employee
or survivor 1is no longer eligible to receive a monthly benefit. The
coverage for persons 65 or older is the same coverage available for a
person under 65. The benefits payable to those persons 65 or older
supplement those afforded under the federal old age survivor and dis—
ability insurance program, if any., "f

* Sec. 44. AS 39.35.560 is amended to read:

Sec.39.35.560. REQUEST BY PUBLIC ORGANIZATION TO PARTICIPATE AND
ADOPTION OF RESOLUTION. A public organization [CREATED WHOLLY OR PART-
LY BY, OR DERIVING ITS POWERS FROM,-THE LEGISLATURE OF THE STATE] may
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request to become an employer 1in this systenm. The request shall be
made after adoption of a resolution by the governing body of the public
organization. A certified copy of the resolution shall be filed with
the administrator. If the administrator approves the request for par—
ticipation, the public organization 1is an employer of the system.
Sec. 45. AS 39.35.680(8) 1is amended to read:

(8) "compensation”™ means the total remuneration earned by an
employee for personal services rendered, including cost-of-living dif—
ferentials, payments for leave that 1is actually used by .the employee,
the amount by which the employee®s wages are reduced under AS 39.30.-
150(c), and any amount deferred under the state deferred compensation
plan, but does not include retirement benefits, welfare benefits, per
diem, expense allowances, workers* compensation payments or payments
for [MEDICAL LEAVE OR ANNUAL] 1leave not used by the employee whether
those leave payments are scheduled payments, lump-sum payments, dona-—
tions or cash-ins;

Sec. 46. AS 39.35.680(13) 1is amended to read:

(13) "early retirement** means retirement Tor a member who 1is
not eligible for normal retirement and who is at least 50 years old and
is eligible to receive benefits under AS 39.35.370(b) or under AS 39.-
35.385(b) or (f) [HAS A MINIMUM OF 1T1IVE YEARS CREDITED SERVICE];

Sec. 47. AS 39.35.680(25) 1is amended to read:

(25) "normal retirement”™ means retirement for a member who 1is
at least 55 years old and is eligible to receive benefits under AS 39.-
35.370(a) or under AS 39.35.385(a) or (f) [HAS A NIMUM OF FIVE YEARS
CREDITED SERVICE, OR WHO IS ANY AGE AND HAS 30 YEARS OR MORE OF CRED-—

ITED SERVICE, OR A PEACE OFFICER OR FIREMAN WHO IS ANY AGE AND HAS 20
£EARS OR MORE OF CREDITED SERVICE];
Sec. 48. AS 39.35.680(27) is amended to read:
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(27) "peace officer™ or "fireman" means an employee occupying
a position as a peace officer,"chief of police, correctional officer,
correctional superintendent, [QUALIFIED EMPLOYEE OF THE DEPARTMENT OF
FISH AND GAME,] fireman, or fire chief;
* Sec. 49. AS 39.35.680 1is amended by adding a new paragraph to read:
(39) "public organization”™ means an organization or entity

(A) created by the constitution or laws of the state for
the purpose of administering state programs;

(B) whose officers and employees are paid by a method
other than by the state payroll prepared by the Department of
Administration; and

(C) whose employees are not required by law to partici—
pate in the system.

* Sec. 50. AS 39.35.680(32) 1is repealed.

* Sec. 51. A person holding a position asa "qualified employee of the
Department of Fish and Game"™ on June 30, 1981, shall continue to be treated
as a peace officer under AS 39.35 until that person

(1) terminates employment with the Department ®f Fish and Game
before eligibility for or appointment to retirement or disability; or

(2) elects to irrevocably relinquish peace officer status under
AS 39.35.527.

* Sec. 52. Sections 11 and 39 of this Act apply to persons receiving
benefits under the retirement systems on July 1, 1982. Benefits shall be
recomputed as of July 1, 1982, under AS 14.25.143 and AS 39.35.475 to include
adjustments wunder AS 14.25.143 or AS %3.35.475 for each year since the
person Tfirst began receiving a benefit. If the recomputed benefit exceeds

the current benefit, the current benefit shall.be 1increased accordingly
effective July 1, 1982. Payment of the increased benefit shall begin no

later than January 1, 1983, but no retroactive benefit payments may be made
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under this section for any period before July 1,
* Sec. b53. Sections 5 - 7, 11, 25, 28, 31,
effect July 1, 1982.
* Sec. b54. Sections 1 - 4, 8 - 10, 12 - 24,

40 - 51 of this Act take effect July 1, 1981.
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Bill/Resolution No. ~ CS for House Bill No. 121 (Financp)
Title An Act Relating to PERS, TRS, JRS. and National Guard B&nfifits

Requested bv  House Finance Date June 19, 1981

FISCAL DETAIL o , - . .
Agency Affected Administration - Division of Retirement & 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;81 FY 82 FY 83 FY 84' FY 8 FY 86

PERSONAL SERVICES
TRAVEL

CONTRACTUAL 23.6
COMMODTTTF.S

EOUTPMENT

LAND & STRUCTURES

STATE TRS MATCHING

BENEFITS 180.7 54.230.6  59,653'.4 65 618,5 72,180.1

TOTAL -0- . 2043  54,230.6 59,653.4 656185 72.180.1

FUNDING  (Thousands of Dollars)

44.4149 48.856.1 53,741 .6 99,1155
24946 2,744 13,0185 3.320.3
108.4 119.3 131 2 144 4
325 4 357.9 393.7 433.1
705.0 775.5 853.0 938.3
15727  1.729.9 1.902.9 2,093 :
4,609.6 50706 5577.6 6.135.3

ERAL FUND
ERAL FUNDS

RAN'S FUND
& GAME FUND

H
~
O o

N —
w1 U N =

POSITIONS NONE

L TIME
T TIME

TEMPORARY *

V.

ANALYSIS (See Fiscal Note Preparation Instructions, Section I1)
Estimate

[N

2. Increase

3. Increase
FY 83.

4. Estimate
5. The cost
6. The cost

DATE 6/19/81 PREPARED BY Paul B. Arnoldt. Direct.or ,
AGENCY Division of Retirement & Benefits

Original: Legislative Finance PHONE 465-4450

CC:

Budget and Management
Prime Sponsor (First Legislator Named) Representative Duncan

Office of the Governor (Keith Specking)
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. REQUEST
Bill/Resolution No. CS for House Bill No. 121 (Finance)

Title An Act Relating to FEES. TRS. JRS and Nat-innal rcnarrt Benefits
Requested bv House Finance DateJuKe 19> 1981

1. FISCAL DETAIL o _ o , ,
Agency Affected Administration - Division of Retirement and Benefits ''m

Program Category Affected Labor Services and Elementary & Seoorriary Education

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

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

EXPENDITURES  (Thousands of Dollars)

Fy 81 FY '82 FY 83 FY 84 Fy 85° FY 86'
100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL 23.6

%88 COMMODITIES
EOQUIPMENT

600 LAND & STRUCTURES t*

70Q  STATE TRS MATCHING 143.9 32,351.8 35,587.0 39,145.7 43,060.3

100  BENEFITS 26.0 5855.6 6,441.2 7,0853 7,793.8
TOTAL -0- 193.5 38,207.4 42,028.2 46,231.0 50,854.1

FUNDING  (Thousands of Dollars)

GENERAL FUND 169.9 38,207.41 42,028.2 46.231.0 50.854.1
FEDERAL FUNDS 1
VETERAN'S FUND 1

FISH & GAME FUND

HIGHWAY FUND 1

AIRPORT FUND

CAPITAL FUND ‘

PERS
TRS 23.6

POSITIONS NONE

FULL TIME
PART TIME
TEMPORARY .

[EEENY T N N
L]

[1l. ANALYSIS (See Fiscal Note Preparation Instructions, Section I11)

1. To fund this bill/ tire TRS contribution rate must be increased by
11% of payroll in FY 82 and by 22.47% in FY 83 (the TRS contribution
rate is split 50/50 between the State matching contribution and the
District contribution).

2. Estimate FY 82 TRS covered payroll at $261,775,000.i

3.  Estimate long-term inflation rate of 7.5%

IV. DATE  06-19-81 PREPARED BY Paul R.- ArnnlHt, nirpct.mi
AGENCY Division of Retirpmpnt ft Ronofits.
Original: Legislative Finance PHONE -465-4460
cc: Budget and Management _
Prime Sponsor (First Legislator Named) Representat*lye’ Duncan.

Office'of the Governor (Keith Specking) >



ATTACHMENT
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Bill/Resolution No. CS HB 121

ASSUMPTIONS:
1. Estimated FY82 Payroll (Total System) = $261,775,000
2. State Contribution Rate to Fund Bill = .055%
3. State TRS Matching Rate to Fund Bill = .055%
4. School District Rate to Fund Bill .055%
COST ANALYSIS:
Employer Pa.yrol 1 Rate Cost
1. Department of Education $ 4,712,000 X .055% $ 2.6
2. University of Alaska $ 42,617,000 X .055% $ 234
f 26.0
3. State TRS Matching $261,775,000 X .055% $143.9

4. State TRS Regular Budget:
Personal Services
Travel
Contractual
Commodities
Equi pment

COST TO STATE IN FY82

5. All School Districts $214.466,000 X
TOTAL COST IN FY82

REMARKS:

SBS/L1/32

$ -0-
$  -0-
$ 236
$ -o0-
$ -0-
$ 1935

.055% $ 117.9
$ 3114

Appropriation

To Their Budget
To Their Budget

To TRS Match

To Personal

To Travel

To Contractual
To Commodities
To Equipment



1 IN THE HOUSE /

Original sponsors: Duncan and Miller Offered: 5/5/81

Referred: Finance

BY THE STATE AFFAIRS COMMTTEE

CS FOR HOUSE BILL NO. 121 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION

A BILL

6 For an Act entitled: "An Act relating to public employees, teachers,

7
8

9

16
17
18

19

[

23

24

25

26

27

28

29

*

*

judicial, and National Guard benefits; and providing

for an effective date."

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

Section 1. AS 14.25.020(a)(1) is repealed and reenacted to read:

(1) formulate and recommend to the Alaska Teachers' Retire-
ment Board regulations -to govern the operation of the system;
Sec. 2. AS 14.25.022 is amended to read:

Sec. 14.25.022. REGULATIONS. Regulations adopted by the Alaska
Teachers' Retirement Board [PROMULGATED BY THE ADMINISTRATOR] under
AS 14.25.010 - 14.25.220 relate to the internal management of a state
agency and their adoption is not subject to the Administrative Proce-
dure Act (AS 44.62).

Sec.3. AS 14.25.035 is amended by adding a new subsectionto read:

(1) The board may adopt regulations recommended by the adminis-
trator to carry out this chapter with modifications it considers proper.
Sec. 4. AS 14.25.050(a) is amended to read:

(@) Each [BEGINNING JULY 1, 1970, EACH| teacher shall contribute
to the retirement fund an amount equal to nine [SEVEN] percent of his
base salary accrued from July 1 to the following June 30. The contri-
bution shall be deducted by the employer at the end of each payroll

period.
Sec.5. AS 14.25.110(d) is repealed and reenacted to read:
(d) The monthly amount of the retirement benefit for amember
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with less than 10 years credited service is two percent of the member's
average base salary divided by 12 times the years of credited service,
including credited fractional years. The monthly amount of the retire-
ment benefit for a member with at least 10 years but less than 20 years
credited service is two and one-quarter percent of the member's average
base salary divided by 12 times the years of credited service. The
monthly amount of the retirement benefit for a member with at least 20
years of credited service is two and one-half percent of the member's
average base salary divided by 12 times the years of credited service.
An actuarial adjustment must be made for early retirement. An indebted-
ness that exists at the time of retirement must be discharged under
AS 14.25.063(b).

Sec. 6. AS 14.25.115(a) is amended to read:

(a) A teacher in membership service on or after July 1, 1977 who
is appointed to retirement on or after July 1, 1978 may elect to apply
his unused sick leave credit in computing the total number of years of
creditable service under AS 14.25.110(d) [AS 14.25.120(c)(1) AND (4)].
To obtain service credit for unused sick leave, a teacher must apply to
the administrator no later than one year after appointment to retire-
ment. Unused sick leave shall be credited on a day-for-day basis in
accordance with the table for service after July 1, 1969 contained in
AS 14.25.220(40) [AS 14.25.220(16)]. No teacher contributions may be
required for credited unused sick leave.

Sec. 7. AS 14.25.125(d) is repealed and reenacted to read:
(d) The monthly amount of a conditional service retirement

benefit shall be calculated on the years of fully paid membership
service in accordance with AS 14.25.110(d).

* Sec. 8. AS 14.25.130(a) is amended to read:

(@) An active [A] member who is terminated as a proximate result
-2- CHB 121(SA)
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of a permanent disability [HAS BECOVE PERMANENILY DISABLED], ..j defined
in AS 14.25.220, after July 1, 1966, before age 55 and whc >ias five or
more years of membership service may be retired by the administrator as
of the first day of the month following the permanent disability. Af-
ter a report of medical examination of the member, an application”™ and
other requested information has been’submitted, the administrator shall
determine if the member is physically or mentally incapacitated for
further performance of duty, and if the incapacity is likely to be per-
manent and whether the member should receive disability benefits.
Sec. 9. AS 14.25.143 is repealed and reenact, d to read:

Sec. 14.25.143. POST-RETIREMENT PENSION ADJUSTMENT. (a) Once
each year the administrator shall increase benefit payments to eligible
disabled members and persons age 55 or older receiving benefits under
this system in the preceding calendar year.

(b) The increase in benefit payments applies to total benefit
payments except for the cost-of-living allowance under AS 14.25.142.
The amount of the increase is a percentage of the current benefit equal
to

(1) the lesser of 75 percent of the increase in the cost-
of-living in the preceding calendar year or nine percent, for recipients
who on July 1 are at least 65 years old;

(2) the lesser of 50 percent of the increase in the cost-
of-living in the preceding calendar year or six percent, for recipients
who on July 1 are at least 60 but less than 65 years old and for
members receiving disability benefits who are less than 65 ye'.rs old;

and

(3) the lesser of 25 percent of the increase in the cost-
of-living in the preceding calendar year or three percent, for recipi-
ents who on July 1 are at least 55 but less than 60 years old.
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(c) If a recipient was not receiving benefits during the entire
preceding calendar year, the increase in benefits under this section
shall be adjusted by multiplying it by the fraction whose numerator is
the number of months for which benefits were received in the preceding
calendar year and whose denominator is 12.

(d) If at the time of first receiving a retirement benefit a
member was receiving a disability benefit under this system, the admin-
istrator shall, at the time the member is appointed to retirement,
increase the retirement benefit by a percentage equal to the total
cumulative percentage increase which has been applied to the member's
disability benefit under this section.

(e) When computing a spouse's pension under AS 14.25.164, adjust-
ments granted to the deceased member under this section shall be in-
cluded.

(f) An increase in benefit payments under this section is effec-
tive July 1 of each year and is based on the percentage increase in the
consumer price index for Anchorage, Alaska during the previous calendar
year as determined by the United States Department of Labor, Bureau of
Labor Statistics.

Sec. 10. AS 14.25.168 is repealed and reenacted to read:

Sec. 14.25.168. WNMEDICAL BENEHITS. (a) The following are entitled
to major medical insurance coverage:

(1) a person receiving a monthly benefit from the system;
(2) the spouse of a person receiving a monthly benefit from
the system;

(3) a natural or adopted child of a person receiving a
monthly benefit, if the child is a dependent child as defined in
AS 14.25.220(12).

(b) Major medical insurance coverage takes effect on the sanme
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date as retirement benefits begin and stops when the retired person or
survivor is no longer eligible to receive a monthly benefit. The
coverage for persons ove\r age 65 is the same as that available for
persons under age 65. The benefits payable to those persons 65 or
older supplement those afforded under the federal old age survivor and
disability insurance program, if any.

Sec. 11. AS 14.25.220(9) Is amended to read:

(9) "compensation" means the total remuneration paid under
contract to a member for services rendered during a school year, in-
cluding cost-of-living differentials, payments for leave which is
actually used by the member, the amount by which the member's wages
are reduced under AS 39.30.150(c), and the amount deferred under the
state deferred compensation plan or the tax shelter annuity plan
approved by the Department of Education, but does not include retire-
ment benefits, welfare benefits, per diem, expense allowances, workers'
compensation payments, or payments for leave not used by the member,
whether those leave payments are scheduled payments, lump sum payments,
donations, or cash-Ins; 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;

Sec. 12. AS 14.25.220(10) is amended to read:

(10) "credited service" means all membership service, as pro-
vided in (20) of this section, territorial employment as defined in
(41) of this section, plus outside, military, and BIA service not ex-
ceeding 15 years, with outside and military service limited to 10 years
except under the conditions set out in AS 14.25.100;

Sec. 13. AS 14.25.220 is amended by adding a new paragraph to read:
(41) “territorial employment” means non-teaching employment
with the Territory of Alaska as provided under AS 14.25.105; territor-
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1 ial employment is not membership service.
2 * Sec. 14. AS 22.25.011 is amended to read:
3 Sec. 22.25.011. CONTRIBUTIONS. Each justice and judge appointed
4 after July 1, 1978 shall contribute seven percent of his base annual
5 salary to the judicial retirement system. Contributions shall be made
6 for all creditable service under this chapter up to a maximum of 15
7 years. This contribution is made 1in the form of a deduction from
8 compensation, and is made notwithstanding that the compensation paid 1in
9 cash to the jJustice or judge 1is reduced thereby below the minimum
10 prescribed by law. Each justice and judge 1is considered to consent to
the deduction made from his compensation. Payment of compensation less
the deduction constitutes a full and complete discharge and acquittance
13 of all claims and demands for the services rendered by him during the
14 period covered by the payment, except as to the benefits provided for
5 under AS 22.25.010 - 22.25.090. The contributions shall be credited
B to the judicial retirement fund established in accordance with AS 22_-
17 25.048 [INTO THE GENERAL FUND OF THE STATE].
18 * Sec. 15. AS 22.25 is amended by adding a new section to read:
9 Sec. 22.25.048. ACCOUNTING AND INVESTMENT. (a) The commissioner
20 of administration shall establish a fund for the judicial retirement
24 system and shall maintain accounts and records for the judicial retire—
2 ment system.
3 (b) All income of the judicial retirement fund and all disburse—
A ments made by the fund must be credited or charged, whichever is appro—
3 priate, to the following accounts:
% (¢H) an 1individual account which contains the mandatory
2r contributions collected from a person under AS 22.25.011;
s ) an account which is credited with the contributions of
29 the state court system;
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- (3) a retirementt.resg~.rye accoun.t} and ‘

4 an expense account for the judicial retirement systenm
which shall be credited with funds transferred from the account des—
cribed in (b)(2) of this section.

(o) Investment of surplus amounts in the fund may be made as
provided in AS 39.35,110.

(d) Within one year following retirement, an amount actuarially
determined as necessary to pay fully for the benefits to be received by
a person receiving a benefit under this chapter shall bt. transferred
first from the individual account described in (b)(1) of this section
and, after the individual contributions have been exhausted, then from
the court system account described in (b)(2) of this section, into the
retirement reserve account described in (b)(3) of this section.

(e) The contributions of the court system to the retirement
reserve account shall contain the actuarially determined amount neces—
sary to fully fund the pension, death benefits, and other benefits paid
under the judicial retirement system to a person receiving a benefit
under this chapter.

) The 1investment 1income of the judicial retirement fund shall
be allocated first to the retired reserve account described in (b)(3)
of this section and then to the account described in (b)(2) of this
section.

(g) The account described in (b)(4) of this section is charged
with all disbursements representing the administrative expenses 1in—
curred by the judicial retirement system. Expenditures from this
account shall be included in the budget of the governor for each fiscal

year .

* Sec. 16. AS. 22.25.090 is repealed and reenacted to read:

Sec. 22.25.090. MEDICAL BENEFITS. (a) The following are
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entitled to major medical insurance coverage:

(1) a person receiving a monthly benefit under this chapter;

(2) the spouse of a person receiving a monthly benefit under
this chapter;

3) a natural or adopted child of a person receiving a
monthly benefit under this chapter, if the child is a dependent child
under (c) of this section.

(b) Major medical insurance coverage takes effect on the same
date as retirement benefits begin, and stops when the retired person or
sur\ .vor .is no Jlonger eligible to receive a monthly benefit. The
coverage for persons 65 or older is the same as that available for
persons under 65. The benefits payable to those persons 65 or older
supplement the benefits provided under the federal old age survivor and
disability insurance program, if any.

(c) In this section "dependent child” means an unmarried child of
a person receiving a monthly benefit under this chapter,including an
adopted child, who is dependent upon the person forsupport and who is
either (1) less than 19 years old, or (2) less than 23 years old and
registered at and attending on a full-time basis an accredited educa—
tional or technical 1institution recognized by the Department of Educa-—
tion. The age limits set out in this subs”rtion do not apply to a

child who 1is totally and permanently disabled.
Sec. 17. AS 26.05.227 is amended to read:

Sec. 26.05.227. DEFINITIONS. As used i nAS 26.05.222 - 26.05.228
[AS 26.05.222 - 26.05.226],

(¢D) "beneficiary” means a person designated by a member to

receive benefits that may be due from the system upon the death of a
member ;

(2) "member means a commissioned or warrant officer or an
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enlisted person in the Alaska National Guard or Alaska Naval Militia;

(3) "system™ means the Alaska National Guard retirement
system.

Sec. 18. AS 26.05 is amended by adding a new section to read; -

Sec. 26.05.228. ACCOUNTING AND INVESTMENT. (@) The commissioner
of administration shall establish a fund for the system and maintain
accounts and records for the system.

(b) ALl income of the fund and all disbursementsmade by the fund
must be credited or charged, whichever 1is appropriate, to the following
accounts:

(¢D) an individual account for each retired member of the
system which records the benefits paid under this system to the member
or surviving beneficiary;

(2) a separate account for the Department of Military
Affairs®™ contribution to fund the system based on the actuarial require—
ments of the system as established by the commissioner of administration
under this chapter;

3) an expense account for the system; this account 1is
charged with all disbursements representing administrative expenses
incurred by the system; expenditures from this account are included in
the governor®s budget for each fiscal year.

(c) Investment of surplus amounts in the fund may be made as

provided in AS 39.35.110.

* Sec. 19. AS 39.30.090 1is amended to read;

Sec. 39.30.090. PROCUREMENT OF GROUP INSURANCE. The Department
of Administration may obtain a policy or policies of group insurance

covering state employees, persons entitled to converage under AS 14.-

25.168, AS 22.25.090 or AS 39.35.535, or [AND] employees of other

participating governmental units subject to the following conditions:
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(1) A group insurance policy shall provide one or more of
the following benefits: life insurance, accidental death and dismem—
berment insurance, weekly indemnity insurance, hospital expense insur—
ance, surgical expense insurance, dental expense insurance, audio-vis—
ual insurance, or other medical care insurance.

) Each eligible employee of the state, his spouse and his
unmarried children chiefly dependent on him for support and each eli—
gible employee of another participating governmental unit shall be cov—
ered by the group policy, unless exempt under regulations adopted by
the commissioner of administration.

(3) A governmental unit may participate under a group policy

(A) its governing body adopts a resolution authorizing
participation, and payment of required premiums;

(B) a certified copy of the resolution is filed with
the Department of Administration; and

© the commissioner of administration approves the
participation 1in writing.

(€)) (repealed).

) (repealed).

(6) The Department of Administration shall obtain the insur—
ance policy from any 1insurer authorized to transact business 1in the
state under AS 21.09 and AS 21.90.

a The Department of Administration shall make available
bid specifications for desired insurance benefits to all insurance car—

riers licensed in the state and qualified to provide the desired bene—

fits. The specifications shall be made available on or before July 1,
1965, and at least once every succeeding five years. The lowest re—

sponsible bid submitted by an Insurance carrier with adequate servicing
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facilities shall govern selection of a carrier under this section.

(8) If the aggregate of dividends payable under the group

insurance policy exceeds the governmental unit®"s share of the premium,
the excess shall be applied by the governmental unit for the sole bene—

fit of the employees.

(9 A person receiving benefits under AS 14.25.110, AS 22.

or AS 39.35 who 1is not 65 years of age may continue the [OBTAIN MAJOR
MEDICAL AND] 1life insurance coverage which was in effect under this
section at the ti/ae of his separation from employment with the state or
participating governmental unit [FOR HIMSELF AND ANY DEPENDENTS WHO
HAVE NOT REACHED THE AGE OF 65 YEARS].

(10) [A PERSON RECEIVING BENEFITS UNDER AS 14.25.110, AS 22.-
25 OR AS39.35 WHO IS 65 YEARS OF AGE OR OLDER BUT WHO HAS DEPENDENTS
WHO ARE UNDER 65 MAY OBTAIN MAJOR MEDICAL INSURANCE FOR THESE DEPEN-—
DENTS UNDER THIS SECTION.]

(11) [A PERSON RECEIVING BENEFITS UNDER AS 14.25.110, AS 22.-
25 UR AS39.35 MAY OBTAIN MAJOR MEDICAL AND PRESCRIPTION DRUG INSURANCE
UNDER THIS SECTION FOR HIMSELF AND ANY DEPENDENTS TO COVER COSTS WHICH
ARE NOT COVERED BY THE FEDERAL OLD AGE SURVIVOR®S AND DISABILITY INSUR-—
ANCE PROGRAM.]

(12) A person electing to have 1insurance under (9) [, (10) OR
(11)] ofthis section shall pay the cost of this insurance.

(13) [NO PERSON MAY ELECT FOR COVERAGE UNDER (9), (10) OR
(11) OF THIS SECTION UNLESS HE WAS OR IS PRESENTLY ELIGIBLE FOR COVER—
AGE UNDER THIS SECTION.]

(14) For each permanent part-time employee electing coverage

under this section, the state shall contribute one-half the state con—
tribution rate for permanent full-time state employees, and the perman—

ent part-time employee shall contribute the other one-half.
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(15) A person receiving benefits under AS 14.25 or AS 39.35

may obtain auditory, visual, and dental insurance for himself under
this section. The level of coverage for persons over 65 shall be the
same as that available before reaching age 65 except that the benefits
payable shal* be supplemental to those afforded under the federal old
age [,] survivors [,] and disability insurance program, 1if any. A
person electing to have insurance under this paragraph shall pay the
cost of the insurance. The commissioner of administration shall adopt
regulations implementing this paragraph.

Sec. 20. AS 39.30 is amended by adding a new section to read:

Sec. 39.30.095. FUND ESTABLISHED. (a) The commissioner of
administration shall establish the group health and life benefits fund
to provide group insurance benefits for group life and health insurance
policies obtained under AS 39.30.090. The commissioner shall maintain
accounts and records for the fund. The fund consists of employer
contributions, employee contributions, appropriations from the legisla—
ture, and interest earned on investment of the fund as provided in (d)
of this section.

(b) After obtaining the advice of an actuary, the commissioner of
administration shall determine the amount necessary to provide benefits
under AS 39.30.090 and shall set the rate of employer contribution and
employee contribution, 1if any. The commissioner of administration
shall pay premiums and claims 1in accordance with the insurance policies
in effect under AS 39.30.090 with money 1in the group health and life
benefits fund.

(c) The commissioner of administration or his designee is ad-—

ministrator of the fund.
(d) If the commissioner of administration determines that there

is more money 1in the iund than the amount needed to pay premiums or
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benefits for the current fiscal year, the surplus, or so much of it as
the commissioner of administration considers advisable, may be invested
by the commissioner of revenue in the same manner as retirement funds
are invested under AS 39.35.110.

(e) In this section, "fund" means the group healthand life
benefits fund.
Sec. 21. AS 39.35.100(b)(1) 1is amended to read:

(¢D) An [AN] individual account shall be maintained for
employee to record the amount of his mandatory contributions collected
under AS 39.35.160(a). As of the last day of each calendar year and
each fiscal year beginning with June 30, 1969, this accoui - shall be
credited with 1interest, by applying one half of the prescribed rate of
interest to the balance 1in the account as of that date. Within one
year following [UPON] retirement, the amount actuarially determined as
necessary to fully fund the benefits to be received shall be trans-—
ferred first from the employee contribution account and, after the em—
ployee contribution account has been exhausted, then from the employer
contribution account into the retirement reserve account.

Sec. 22. AS 39.35.100(b)(3) 1is amended to read:

(3) A separate account for each employer shall bemaintained.
The account shall be credited with contributions of the employer. This
account shall be charged with the employer®s actuarial charge for pen—
sion, death benefits, and other benefits paid under this system to or
on behalf of the employee of the employer. After an allowance for in-—
terest credited to employee contribution accounts and employee savings

accounts, the investment 1income of the pension fund shall be allocated

to the retirement reserve account and to each employer asset share
account according to the ratio that the average of the assets in the

[AN EMPLOYER"S] account as of the beginning and as of the end of the
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fiscal year bears to the total of the average balance of the retirement
reserve account and all employer accounts [EMPLOYERS],
Sec. 23. AS 39.35.160 is amended to read:

Sec. 39.35.160. AMOUNT OF EMPLOYEE CONTRIBUTIONS. While partici—
pating inthe system each peace officer and each fireman shall, contri—

bute seven [FIVE] percent and every other employee shall contribute six

[FOUR] and one-quarter percent of his compensation to the public em—

ployees " retirement system.

Sec. 24. AS 39.35.200(b) is amended to read:

(b) If, upon termination of employment, an employee has credited
service of less than five years and has less than $1,000 in his employ—
ee contribution account, a refund of the employee contribution account
and the employee savings account must be made unless the employee indi—
cates in writing that he intends to retire in the future and does not
want a refund of contributions. An employee who is reemployed with an
employer and whose contributions have not been refunded before reem—
ployment [RE-EMPLOYMENT] 1is not eligible for a refund.

Sec. 25. AS 39.35.340(g) 1is amended to read:

(9) A surviving spouse receiving or entitled to receive benefits
[A SURVIVING SPOUSE S PENSION] under AS 39.35.430 or 39.35.440 or bene—
fits under a joint and survivor option filed under AS 39.35.450 is eli—
gible to receive increased benefits based upon military service as de—
scribed in (a) of this section. To receive credited service for mili—
tary service, the surviving spouse must verify the employee®s military
service. When verified, the surviving spouse 1is 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
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