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Lawmakers want spill watchdog committee
Hpuse Democrats say citizens’ group should oversee government agencies, oil industry
By DAVID POSTMAN 
D * f y  N e w s  r e p o r te r

JUNEAU — A group or 
House Democrats wains to .'K ite a powerful citizens1 
commission with broad au­
thority to oversee oil indus­try m d government efforts 
to prevent and clean up oil 
spills.In Its efforts to make sure 
state laws covering spills are

being fo llow ed , the five- 
member c itizens1 council 
would be given the power to 
subpoena witnesses, take 
testimony under oath and 
force government agencies 
and oil companies to pro­
duce records.The council could also file  
lawsuits to make sure state 
sp ill laws are being fo l­
lowed. The five members of

the council would be ap­
pointed by the governor and 
be given the authority to 
hire an executive director and other staff.

“ This fi lls  the gap o f apa­
thy that sets in when you 
have 10 o r 12 years with no problems and in the mean­
time budgets and contingen­
cy plans are being cut, cut, 
cut, and then everybody is

caught w ith th e ir pants 
down when there is a disas­
te r," said Rep. Curt Menard, 
D -W asilla , co-chairman o f the House Resources Com­
mittee.

The C itizens ’ Oversight 
Council on O il and Gas and other Hazardous Substances 
was a top priority o f the 
A laska O il Sp ill Commis­
sion, a panel appointed by

Gov. Steve Cowper to inves­
tigate the wreck o f the 
Exxon Valdez. The commis­
sion said that no single state agency had authority over 
transportation o f o il and 
other hazardous substances, 
including by pipeline and 
tanker.

"R egu la to ry  au th o rity  
over such transportation is 
spread among several agcn-

S P I L L :  H o u s e  b i l l  w o u l d  f o r m  c i t i z e n ’ s  g r o u p
C o n t i n u e d  f r o m  P a g e  B - 1

state environmental adviso­
ry  board and increasing pub­lic participation in planning 
fo r  s p i l l p revention and 
cleanup, according to its 
written response to the spill commission report.

Cowper spokesman David 
Ramseur said he could not 
find out Thursday why the 
administration did not fo l­
low the commission's recom­mendation.

At a hearing Thursday,

s p ill commission member 
John Sund encouraged the 
House Resources Committee 
to push fo r citizen councils.

"Bureaucrats come and 
go, legislators come and go, 
the companies are usually 
there fo r the long hau l," he said. " I  think the Informed 
citizenry is a very critical 
component o f the state (o il) 
transportation system.”

Sund also said the com­
mittee should look at other 
sp ill commission recommen­
dations not fo llow ed  by

Cowper. " I 'd  ra th e r see 
some action in the House 
side on these bills then see 
an $800,000 report beeott# * nice bookshelf Item /' 'F  *

" I  call this our vi^Qence 
b ill,"  said Rep. C liff David­
son, D-Kodiak, co-chairman o f the House Resources Com­
mittee.

"This is not meant to be 
petro-punltlve," said David­son, who stressed the council 
would look at government’s 
lo le  as well as that o f the oil 
Industry. "We need to watch the watchers, regulate the

regulators and maybe then 
we have a chance to over­
come malaise."

Sen. Drue Pearce, R-An- 
chorage, chairwoman o f the 
Senate Special Committee 
on O il and Gas, said she wants to ta lk  to the spill 
commission members before 
deciding whether the citi­
zen's group is a good idea. 
Pearce's committee and the 
House Resources Committee 
arc holding hearings on 
Cowper's package o f spill bills.

cies that do not always coor­
dinate information o r re­
sources," according to the 
spill commission's report.Cowper, though, did not 
Include the recommendation 
in his package o f spill bills 
introduced last month. In­stead, the administration is 
considering establishing u
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through the federal courts was to reduce or eliminate the state presence in 
the oversight of oil industry affairs and demoralize state personnel 
engaged in such activity.

In the absence of the state presence, the already weak federal regulatory 
presence declined further. In 1990 Congress is likely to adopt legislation 
that would eliminate any presumpdon of federal preemption in actions 
taken by the state with respect to safety and response. Thus the way is open 
for the state to reassert its historic role in resource protection.

A citizens’ advisory council should be established in the office o f  the 
governor and given responsibilityfor overseeing the safe transportation 
o f  oil, gas and other hazardous substances.

No state agency has as its primary mission oversight of environmentally 
safe transportation of Alaska’s resources. Regulatory authority over such 
transportation is spread among several agencies that do not always 
coordinate information or resources. The only overall view of the system 
is exercised by the governor, but he has no single designated officer or 
council to provide information or maintain consistent oversight.

The state should establish a citizens’ advisory council, supported by a 
full-time executive director and small staff, to provide focus to state 
oversight. Members should be chosen from among the general public, 
selected for their concern for environmental safety. The council should 
have power to subpoena information and witnesses, to inspect facilities, 
to conduct investigations, and to collect information and statistics on 
safety.

The council’s duties should be to:

Advise the governor and legislature on the environmental safety of 
the transportation of Alaska oil, gas and other substances posing 
environmental risks;

Advise on potential initiatives in state and federal regulations and 
at the governor’s request, represent the state’s interests in the 
development of multistate compacts and national and international 
policy;

Recommendation 12 
Oversight council

“ What we have is a 
system driven by the 
fa c t  the pipeline is 
pumping 2 m illion  
barre ls o f  o i l into the 
sound, and they have to 
get it out o f  here. They 
choose not to restrict it, 
turn it o ff, o r  anything 
else. The decision to 
sa il o r  not to sa il is not 
a dispassionate 
decision based on 
weather o r  traffic.''
top. GootpoMBor, CaBomla
Houso CommHtoo on into/tor and 
insular Attain hoarinp, May 1989

State Regulation and OvoaJght



What tends to happen 
is D E C  w ill get 

dragged into a  septic 
tank argument and it

Make budget and resource allocation recommendations;w ill drain away as 
many resources as 

fighting, f o r  instance, 
the A lyeska ba llast 

water treatment p lant. 
There's a re a l problem  
with p rio rities within 

D E C ."
Sue Ubonton, Exoeuttvo Dltoefor

Alaska Contor for fho Envltonmenf
Alaska Oil tpW Comrriuicn 

hoartng, 9/21/99

Recommendation 13 
Enhanced regulatory 

strength

Evaluate programs and recommend elimination of marginal activi­
ties;

Recommend changes based on new technologies and scientific 
impacts;

Designate advisory panels, if deemed necessary, including appro­
priate representation, ex-officio, of appropriate departments of the 
state and municipalities, regional oil spill authorities, representa­
tives of fishing and environmental groups, and shippers, owners 
and residential groups on the pipeline rcute; and

Issue an annual report and safety assessment. Reports to the 
governor should include regular statistical and special reports on 
accidents and near-misses, the status of major risks, the perform­
ance of state and federal agencies, and long-term options for 
improving safety.

The state should expand and exercise its regulatory authority over 
environmental safety. Measures voluntarily adopted by industry should 
be backed up by state regulation. Federal technical standards and safety 
requirements should not preclude more stringent state standards.

The State of Alaska currently does not exercise its full power under the 
U.S. Constitution to regulate environmental safety. Recentcongressional 
enactments and judicial decisions make it clear that Congress does not 
intend that states should hesitate to protect local environments with 
greater stringency than the minimums established under federal law. The 
stare should have the power, for example, to prohibit vessels from 
entering or departing Alaska pons and waters under unsafe circum­
stances.

Regulatory effectiveness also should be improved through assessment of 
administrative and civil penalties to encourage prevention, no preen-
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REQUEST:.Revision Date:

F I S C A L  N O T E
Affected Agency: Legislative Affairs Agency

BRU: Legislative CouncilTitle: "An Act creating a citizen’s over­
sight council on oil & other hazardous..._______
Sponsor H. Resources________ Components Council & Subcommittees
Requestor H. Resources

EXPENDITURES/REVENUES: (TH<DUSANDS(3F DOLLARS) : * '•’’f \ ‘ .
OPERATING FY91 FY92 FY93 FY94 FY95 FY96
Personal Services •’ 17.8 117.8 117.8 117.8 117.8 117.8
Travel 18.9 18.9 18.9 18.9 18.9 18.9
Contractual 300.0 300.0 300.0 300.0 300.0 300.0
Supplies 0 0 0 0 0 0
Equipment 0 0 0 0 0 0
Land & Structures
Grants, Claims
Miscellaneous
TOTAL OPERATING 436.7 436.7 436.7 436.7 436.7 436.7

CAPITAL

REVENUE

FUNDING: (THOUSANDS OF
General Fund 
Federal Fund 
Other 
TOTAL

POSITIONS:
Full-Time
Part-Time
Temporary

CSHB 578(Res) establishes a Citizen’s Oversight Council on Oil and Other Hazardous Substances. 
Funding «/ilI be from the Oil & Hazardous Release Response Fund. The following 
is requested to adequately support the Council:

Prepared By: Pamela Stoops, Director 
Division: Administrative Services
Approved By: Warren Endicott, Executive Director 
Agency: Legislative Affairs Agency
DISTRIBUTION (BY PREPARER) 
LEGISLATIVE FINANCE 
LEGISLATIVE SPONSOR

Phone: 465-3850 
Date: 3/20/90

Date: 3/20/90
REQUESTOR
OFFICE OF MANAGEMENT & BUDGET 
AGENCY (IES)
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436.7

ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)
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PERSONAL SERVICES

Staff is requested as follows to assist the Citizens Oversight Council on Oil and Other Hazardous Substances

Executive Director -  Range 24A 
$4,687 x 12 months = 
$56,244 x 36% benefits =

Secretary -  Range 15A
$2,531 x 12 months = 
$30,372 x 36% benefits =

TRAVEL

It is anticipated there will be 6 meetings of the Council.

$56,244
$20,247
$76,491

$30,372
$10,933
$41,305

117.8

6 meetings x 5 members at 3 days each 
airfare -  6 meetings x 5 members = 30 airfares 

30 airfares x $390 = 
per diem -  6 meetings x 5 members = 30 

30 x 3 days per diem = 90 
90 x $80 =

$18,900

CONTRACTUAL

Professional services for contracts to investigate 
compliance with environmental laws and regulations relating 
to production, transport and storage of oil and other hazardous
substances. $300,000 300.0

P a g e  2  o f  2
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The Finance Committee considered CSHB 578 (Finance) am

"An Act creating a citizens' oversight council on oil and other 
hazardous substances; and authorizing funding of the council through the 
oil and hazardous substance release response fund."

eplace withL’f
[ ] or adopt

and recommended:
_  s  * n same title_ ^ c s  ^  / < / / £ [ j new title

_  CS '  [ ] technical
title change

[ ] attached amendment(s) (HB only)
[ ] ___________________________  letter of intent adopted

[ ] do pass 

[ ] do not pass 

[ ] no recommendation 

[ ] individual recommendations 

[ ] further referral to ________

ATTACHES N E W  FISCAL NOTE(S)!
Dept/Date:

[**f"fiscal note(s) ______________________________________
[ ] zero fiscal note(B)

APPROVES PREVIOUS: 

[ ] fiscal note(s)
Dept/Date:

[ ] zero fiscal note(s)

E ] apprapriatisn-nc fiscal note 

SIGNLNS~T5QPASS;
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REQUEST:
Revision Date: _________________
Title: "An Act creating a citizen’s over-
sight council on oil & other hazardous...____

Affected Agency. Legislative Affairs Agency 
BRU: Legislative Council_________________

Sponsor H. Resources
Requestor H. Finance Components Council & Subcommittees

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)
OPERATING FY92 FY95Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants, Claims
Miscellaneous
TOTAL OPERATING
CAPITAL
IREVENUE
FUNDING: (THOUSANDS OF DOLLARS)
General Fund 
Federal Fund 
Other 
TOTAL
POSITIONS:
Full-Time
Part-Time
Temporary
ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)
CSHB 578(Res) establishes a Citizen's Oversight Council on Oil and Other Hazardous Substances. 
Funding will be from the Oil & Hazardous Release Response Fund. The following 
is requested to adequately support the Council:

Phone: 465-3850Prepared By: Pamela A. Stoops, Director 
Division: Administrative Services Date: 4/20/90
Approved By: Warren Endicott. Executive Director 
Agency: Legislative Affairs Agency_______ Date: 4/20/90

REQUESTOR
OFFICE OF MANAGEMENT &  BUDGET 
AGENCY (IES)
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NUATION OF FISCAL NOTE: , CSHBf■ rQr£. : v  <■

PERSONAL SERVICES

Staff is requested as follows to assist the Citizens Oversight Council on Oil & Other Hazardous Substances:
Administrative Officer - Range 21A 

S3,831 x 12 months » 
$45,972 x 36% benefits

$45,972
$16,550

Secretary - Range 12A
$2,082 x 12 months =■ 
$24,984 x 36% benefits

$24,984
$8,994

$33,978
T R A V E L

6 meetings x 5 members at 3 days each 
airfare - 6 meetings x 5 members =■ 30 airfares 

30 airfares x $390 =• 
per diem - 6 meetings x 5 members = 30 

30 x 3 days per diem » 90 
90 x $80 »

$11,700

$7,200
$18,900

C O N T R A C T U A L

Professional services for contracts to investigate compliance with environmental 
laws and regulations relating to production, transport and storage of oil and 
other hazardous substances - $75,000
Lease office space - 1,000 sq. ft x $2.00 sq. ft. » $2,000; $2,000 x 12 months =» $24,000
Phones &  postage - S800 a month x 12 months = $9,600
SUPPLIES

Office supplies - paper, stationery, etc. - $2,000
EQUIPMENT

Initial office setup - 2 desks, 2 c airs, 1 computer, 1 printer, phones, filing cabinets 
bookcases - SI0,700

Page 2 of 2
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O r ig in a l  s p o n s o r ( s ) :  R e so u rces Committee

*  S e c . 2 . AS 2 4 .2 0  i s  amended by add ing new s e c t io n s  to  read  

A R TIC LE  4 . C IT IZ EN S ' OVERSIGHT COUNCIL ON

O IL  AND OTHER HAZARDOUS SUBSTANCES

S e c . 2 4 .2 0 .6 0 0 . 

HAZARDOUS SUBSTANCES

C IT IZEN S OVERSIGHT COUNCIL ON O IL AND OTHER

O v e rs ig h t  C o u n c il on O i l  and O th er H azardous S u b s ta n ce s .

SCS CSHB 5 7 8 ( >

IN THE HOUSE %
SENATE CS FOR CS FOR HOUSE B IL L  NO. 578 ( )

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

A B IL L

Fo r an A c t e n t i t l e d :  "An A c t c re a t in g  a c i t i z e n s '  o v e r s ig h t  c o u n c il  on o i l

and o th e r  hazardo us s u b s ta n c e s ; and a u th o r iz in g

fu n d in g  o f  the  c o u n c il  th rough  th e  o i l  and hazardous

su b sta n ce  r e le a s e  re sp o n se  fu n d ."

BE I T  ENACTED BY THE LEG ISLATURE OF THE STATE OF ALASKA:

*  S e c t io n  1 . LE G IS LA T IV E  FINDINGS. The le g i s l a t u r e  f in d s  th a t

(1 ) a p e rv a s iv e  c o n t r ib u t in g  f a c t o r  to  the  Exxo n  V a ld ez d is a s t e r  

was the com placency o f  th e  o i l  in d u s t r y  and the  f e d e r a l  and s ta te  a g e n c ie s  

re s p o n s ib le  fo r  m o n ito r in g  the o p e ra t io n  o f  th e  V a ld e z  o i l  te rm in a l and o i l  

ta n k e r  t r a f f i c  in  V a ld e z  Arm and P r in c e  W ill ia m  Sound;

(2 ) i t  i s  e s s e n t ia l  to  in v o lv e  lo c a l  c i t i z e n s  to  h e lp  ensure  

com pliance  w ith  e n v iro n m e n ta l law s and re g u la t io n s  r e l a t in g  to  the p ro duc­

t io n ,  t r a n s p o r t ,  and s to ra g e  o f  o i l  and o th e r  h aza rd o u s su b stan ces in  o rd e r 

to  overcome t h is  co m p lacen cy ;

(3 ) a s t a t e  o v e rs ig h t  c o u n c il  w i l l  p ro v id e  a v a lu a b le  mechanism 

fo r  c i t i z e n  p a r t i c ip a t io n  and an o p p o rtu n ity  f o r  c i t i z e n s  to  e x p re ss  t h e i r

concerns to the  le g i s l a t u r e  and the go vern o r about e n v iro n m e n ta l s a f e t y  in

p ro d u c t io n , t r a n s p o r t ,  and s to ra g e  o f  o i l  and o th e r h aza rd o u s su b s ta n c e s .
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SCS CSHB 578(

The o v e r s ig h t  c o u n c il  c o n s is t s  o f  f i v e  members ap p o in ted  by th e  A la sk a  

L e g i s l a t iv e  C o u n c il .  The A la s k a  L e g i s la t i v e  C o u n c il s h a l l  n o t i f y  

members o f  th e  p u b lic  th roughout th e  s t a t e  th a t  n o m in a tio n s  f o r  mem­

b e rs h ip  a re  be ing  so ug h t. Members o f the o v e rs ig h t  c o u n c il  se rv e  

w ith o u t  com pensation b u t a re  e n t i t le d  to  p e r diem and t r a v e l  expenses 

a u th o r iz e d  f o r  boards and com m issions under AS 3 9 .2 0 .1 8 0 .

(b ) The o v e rs ig h t  c o u n c il  s h a l l  e le c t  a c h a i r  and o th e r  o f f i c e r s  

th a t  th e  o v e rs ig h t  c o u n c il  f in d s  n e c e s s a ry  to  c a r r y  out i t s  re sp o n ­

s i b i l i t i e s  .

( c )  Members o f  th e  o v e rs ig h t  c o u n c il  se rv e  s ta g g e re d  term s o f 

fo u r  y e a r s  and , upon e x p ir a t io n  o f  t h e i r  te rm s , c o n t in u e  to  se rv e  

u n t i l  t h e i r  su c c e s so rs  q u a l i f y  and a re  a p p o in ted . A member may se rve  

no more than  two c o n se c u t iv e  te rm s .

(d ) A member o f th e  o v e rs ig h t  c o u n c il  may no t w ork as an in d e ­

pendent c o n t ra c to r  fo r  o r be employed by a f e d e r a l ,  s t a t e ,  o r m u n ic i­

p a l  agency d i r e c t l y  o r i n d i r e c t l y  in v o lv e d  in  the o v e r s ig h t  o r re g u ­

la t io n  o f  in d u s t r ie s  engaged in  the  p ro d u c t io n , t r a n s p o r t ,  o r s to ra g e  

o f  o i l  o r  o th e r  hazardous s u b s ta n c e s ; be an e le c te d  o f f i c i a l  o f  the 

s t a t e  o r o f  a p o l i t i c a l  s u b d iv is io n ; o r work as an in d ep end ent con­

t r a c t o r  f o r  o r be employed by a p erso n  engaged in  the  p ro d u c t io n , 

t r a n s p o r t ,  o r s to ra g e  o f  o i l  o r o th e r  hazardous s u b s ta n c e s . The 

A la s k a  L e g i s la t iv e  C o u n c il s h a l l  ap p o in t as members o f  the  o v e rs ig h t  

c o u n c i l  p e rso n s who have an in t e r e s t  in  and commitment to p re v e n t in g  

o i l  and hazardo us su b stan ce  r e le a s e s  in  th e  s t a t e .

(e )  The o v e rs ig h t  c o u n c il  s h a l l  make a fo rm a l re q u e s t  to  the

A la s k a  L e g i s la t iv e  C o u n c il f o r  money i t  c o n s id e rs  n e c e s s a ry  f o r  s t a f f ,[ ' . .£>
d is t r ib u t e d  to  the



between th e  o v e rs ig h t  c o u n c i l ,  lo c a l  a d v is o ry  co m m ittees, and o th e r

c i t i z e n s '  o v e rs ig h t  groups on o i l  and o th e r  hazardous su b s ta n c e s ; and' i :: .. % . ■; $  ■ ' ; 3 & M
(7 )  sch ed u le  r e g u la r  m eetings w ith  lo c a l  and re g io n a l,  . . . , . . . 

a d v is o ry  com m ittees as .th e y  a re  c re a te d  to  .make su ra  th a t  th eyc re a te d  to make su re  th a t  they■ ■
SCS CSHB 578 ( )

o v e r s ig h t  c o u n c il  s h a l l  approve a l l  e x p e n d itu re  documents.

S e c . 2 4 . 2 0 .6 1 0 .  POWERS AND DUTIES OF THE OVERSIGHT COUNCIL. (a )  

The o v e r s ig h t  c o u n c il  s h a l l

(1 )  d e te rm ine  w h eth er s t a t e  and fe d e r a l  a g e n c ie s  re s p o n s i­

b le  f o r  th e  p re v e n t io n  o f  th e  r e le a s e  o f  o i l  and o th e r hazardous 

s u b s ta n c e s , and f o r  re sp o n d in g  to  r e le a s e s ,  a re  c a r r y in g  out t h e i r  

d u t ie s  in  th e se  a r e a s ;

(2 )  recommend to  the l e g i s l a t u r e ,  the g o ve rn o r, a g e n c ie s  o f 

th e  f e d e r a l  governm ent, and p r iv a t e  e n t i t i e s  a p p ro p r ia te  p o l i c ie s  and 

a c t io n s  to  p re v e n t r e le a s e s  o f o i l  and o th e r  hazardous su b s ta n c e s ;

(3 )  a s s i s t  the l e g i s la t u r e  and the go vernor in  the  d eve lo p ­

ment o f  in t e r s t a t e  com pacts and p o l ic y  recom m endations to  the fe d e r a l  

governm ent re g a rd in g  the p re v e n t io n  o f  r e le a s e s  o f  o i l  and o th e r 

h aza rd o u s s u b s ta n c e s ;

(4 )  f i l e  an an n u a l re p o r t  w ith  the le g is la t u r e  and the 

g o ve rn o r a s s e s s in g  th e  s ta tu s  o f  m a jo r a re a s  o f r i s k ,  the perform ance 

o f s t a t e  and fe d e r a l  r e g u la to ry  a g e n c ie s , and changes in  th e  lo n g -te rm  

o p tio n s  fo r  im p ro v ing  e n v iro n m e n ta l s a f e t y ;

( 5 )  re q u e s t  th e  a t to rn e y  g e n e ra l to b r in g  o r re q u e s t  the 

a t to rn e y  g e n e ra l to  move to  in te rv e n e  in  le g a l  a c t io n s  in  o rd e r to 

e n su re  co m p lian ce  w ith  s t a t e  law s and re g u la t io n s  re g a rd in g  the  r e ­

le a s e  o f  o i l  and o th e r  hazardo us s u b s ta n c e s ;

(6 )  make recom m endations to  th e  l e g i s la t u r e ,  the g o ve rn o r, 

and th e  fe d e r a l  governm ent on the  c r e a t io n ,  fu n d in g , and co m p o sitio n  

o f  r e g io n a l o r lo c a l  a d v is o ry  com m ittees and on the r e la t io n s h ip
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complement each o th e r and avo id  o v e r la p  in  o v e rs ig h t  and a d v is o ry  

fu n c t io n s .

(b ) The o v e rs ig h t  c o u n c il  may

(1 ) h i r e  an a d m in is t ra to r  and a d d it io n a l  a d m in is t r a t iv e

s t a f f ,  and e n te r  in to  c o n t ra c t s  fo r  p e rso n a l s e r v ic e s  th a t  the o v e r­

s ig h t  c o u n c il  f in d s  n e c e s s a ry  to  c a r r y  out i t s  r e s p o n s ib i l i t i e s  under

t h i s  s e c t io n ; a l l  em ployees o f  the o v e r s ig h t  c o u n c il  a re  in  the  exempt 

s e r v ic e  under AS 3 9 .2 5 .1 1 0 ;

(2 )  subpoena w i t n e s s e s ,  a d m in is te r  o a t h s ,  ta k e  te s t im o n y , 

and re q u ire  th e  p ro d u c tio n  fo r  e x a m in a tio n  and co p y ing  o f books or 

p ap ers r e la t in g  to  m a tte rs  w it h in  th e  r e s p o n s ib i l i t y  o f  the o v e rs ig h t  

c o u n c i l ;  and

(3 )  conduct in v e s t ig a t io n s ,  s t u d i e s ,  and a n a ly s e s  n e c e s s a ry  

to  enab le  th e  o v e rs ig h t  c o u n c il  to  c a r r y  out i t s  d u t ie s  under (a )  o f 

t h i s  s e c t i o n ;  and

(4 )  ap p o in t a d v is o ry  p a n e ls  in  s p e c ia l iz e d  a re a s  to  in c lu d e  

r e p r e s e n ta t iv e s  o f  a p p ro p r ia te  groups such as s t a t e  and m u n ic ip a l 

r e g u la to ry  a g e n c ie s , o i l  s p i l l  p re v e n t io n  and re sp o n se  a u t h o r i t i e s ,  

f i s h in g  and e n v iro n m e n ta l g ro u p s , r e s i d e n t s  o f  a re a s  o f  r i s k ,  s c ie n ­

t i s t s ,  and sh ip p e rs  and owners o f  o i l  and o th e r haza rd o u s su b sta n ce s
••

produced o r t ra n sp o rte d  in  th e  s t a t e .

Sec .  2 4 .2 0 .6 2 0 .  COOPERATION BY STATE AGENCIES. Each  agency o f 

th e  e x e c u t iv e  b ran ch  o f s t a t e  governm ent s h a l l ,  to  the e x t e n t  p e rm it­

ted  by s t a t e  o r fe d e r a l  law ,  co o p erate  f u l l y  w i t h  the o v e rs ig h t  coun­

c i l  by p ro v id in g  in fo rm a t io n  and a s s i s t a n c e ,  in c lu d in g  d i s c l o s u r e  o f

re c o rd s  r e la t in g  to  the a g e n c y ' s  en fo rcem ent o f  law s and re g u la t io n s

-  .
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(1 ) "hazard ous su b s ta n ce "  has the meaning g iv e n  in  AS 4 6 . -

0 8 .9 0 0 ;

(2 )  " o i l "  has th e  meaning g iv e n  in  AS 4 6 . 0 8 .9 0 0 ;  and

(3 )  " o v e r s ig h t  c o u n c i l"  means the C i t i z e n s 1 O v e rs ig h t  

C o u n c il on O i l  and O ther H azardous S u b s ta n ce s .

*  S e c .  3 .  AS 4 6 .0 8 .0 4 0  i s  amended by add ing  a new s u b s e c t io n  to  r e a d :

(b) Upon a re q u e s t from  the A la s k a  L e g i s la t iv e  C o u n c i l ,  th e

com m issioner s h a l l  use money from  th e  fund to  re im b u rse  th e  A la s k a  

L e g i s la t iv e  C o u n c il f o r  e x p e n d itu re s  th a t  i t  makes f o r  th e  o p e ra t io n  

o f  the C i t i z e n s 1 O v e rs ig h t  C o u n c il on O i l  and O th er H azardous Sub­

s t a n c e s ,  e s t a b l i s h e d  under AS 2 4 .2 0 .6 0 0 .

*  Sec .  4 .  IN IT IA L  APPOINTMENTS. N o tw ith sta n d in g  AS 2 4 . 2 0 . 6 0 0 ( c ) ,  as 

en acted  by s e c .  2 o f  t h is  A c t ,  one i n i t i a l  member o f  the  C i t i z e n s '  O ver­

s ig h t  C o u n c il on O i l  and O ther H azardous Su b stan ces s h a l l  be ap p o in ted  to  a

term  o f  one y e a r ,  one i n i t i a l  member s h a l l  be appo in ted  to  a term  o f  two

y e a r s ,  one i n i t i a l  member s h a l l  be ap p o in ted  to  a term  o f  th re e  y e a r s ,  and 

two i n i t i a l  members s h a l l  be ap p o in ted  to term s o f fo u r y e a r s . The members 

ap p o in ted  to term s o f  one and two y e a rs  a re  e l ig ib le  to  s e r v e  two f u l l  

term s fo llo w in g  the co m p letion  o f  t h e i r  i n i t i a l  sh o rtened  te rm s .



a n d  a u t h o r i z i n g  f u n d i  
r e s p o n s e  f u n d . "

HB 578 AS PASSED BY THE HOUSE SENATE RESOURCES CS FOR HB 578 NEW PROPOSED CS FOR HB 578Members o f  th e  C i t i z e n s '  O v e r s ig h t C o u n c il on O i l  and O ther H azardous S u b sta n ce s can n ot b e : No r e s t r i c t i o n s  on membership on th e  O v e r s ig h t  C o u n c il . Members o f  th e  C i t i z e n s '  O v e r s ig h t  C o u n c il on O i l  and O th e r H azardous S u b sta n ce s ca n n o t b e:A ppointm ents made by th e  A la s k a  L e g i s l a t i v e 1 C o u n c il from p e o p le  who have an i n t e r e s t  in  and commitment to  p r e v e n tin g  o i l  and hazardous su b sta n ce  r e le a s e s .
— Employed by th e  s t a t e .Engaged in  p r o d u c tio n , t r a n s p o r t , o r  s to r a g e  o f  o i l  and hazardous s u b s ta n c e s .— An e le c t e d  o f f i c i a l  f o r  th e  s t a t e  o r a p o l i t i c a l  s u b d iv is io n .— An in d ep en d en t con*’ .-acto r fo r  someone e n g a g e  in  p ro d u c tio n , t r a n s p o r t , or s to ra g e  o f  o i l  and hazardous s u b s ta n c e s .— An in d ep en d en t c o n tr a c to r  fo r  a s t a t e  agency t h a t  r e g u la te s  p r o d u c tio n , tr a n s p o r t , o r  s to r a g e  o f  o i l  and hazardous s u b s ta n c e s .

—  Independ ent c o n tr a c to r s  fo r  o r  employed by f e d e r a l ,  s t a t e  o r m u n ic ip a l a g e n c ie s  d i r e c t l y  o r  i n d i r e c t l y  in v o lv e d  in  o v e r s ig h t  or r e g u la t io n  o f  in d u s t r ie s  engaged inp r o d u c tio n , t r a n s p o r t , ors to r a g e  o f  o i l  o r  o th e rhazardous s u b s ta n c e s .—  An e le c t e d  o f f i c i a l  o f  th e  s t a t e  o r  a p o l i t i c a ls u b d iv is io n .Work as an independentc o n t r a c t o r  or be employed inth e  p r o d u c tio n , t r a n s p o r t , o r s to r a g e  o f  o i l  and hazardous s u b s ta n c e s .\ppointm ents made by th e  A la sk a  L e g is la t iv e  C o u n c il from p eop le  >rho have an i n t e r e s t  in  and commitment t o  p r e v e n tin g  o i l  ind hazard ou s su b sta n cer e le a s e s .
A ppointm ents made by th o  A la s k a  L e g i s l a t i v e  Councu from p e o p le  who have an i n t e r e s t  in  and commitment to  p r e v e n tin g  o i l  and h azardous su b sta n ce  r e le a s e s .
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IN  THE HOUSE
HOUSE B IL L  NO. 579

IN  THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE - SECOND SESSION 

A B IL L
F o r  an Act e n t i t l e d :  "An Act e s t a b l i s h i n g  th e  d e f i n e d  c o n t r i b u t i o n  p la n

f o r  r e t i r e m e n t  f o r  p u b l i c  em p lo yees ; r e q u i r i n g  th e  
p r e p a r a t i o n  o f  c e r t a i n  a c t u a r i a l  v a lu a t i o n s  and 
a c t u a r i a l  and f i n a n c i a l  e x p e r ie n c e  a n a ly s e s  o f  th e  
t e a c h e r s '  r e t i r e m e n t  sy s tem ; r e q u i r i n g  th e  t e a c h e r s '  
r e t i r e m e n t  sys tem  and th e  p u b l i c  em p loyees ' r e t i r e ­
ment system  t o  be f u l l y  funded  b e f o r e  g r a n t in g  a p o s t  
r e t i r e m e n t  p e n s io n  a d ju s tm e n t ;  and p r o v id in g  f o r  an 
e f f e c t i v e  d a t e . "

15 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
16 *  S e c t i o n  1 . AS 39 i s  amended by add ing  new s e c t i o n s  t o  r e a d :
17 CHAPTER 3 8 .  RETIREMENT DEFINED CONTRIBUTION PLAN.
18 ARTICLE 1 . ADMINISTRATION.
19 Sec . 3 9 . 3 8 . 0 1 0 .  PURPOSE AND EFFECTIVE DATE. ( a )  The pu rp o se  o f
20 t h i s  c h a p t e r  i s  t o  encou rage  q u a l i f i e d  p e r s o n n e l  t o  e n t e r  and rem a in
21 i n  th e  s e r v i c e  o f  th e  s t a t e  o r  a p o l i t i c a l  s u b d i v i s i o n  o r  p u b l i c
22 o r g a n i z a t i o n  o f  th e  s t a t e  by e s t a b l i s h i n g  a p l a n  f o r  th e  payment o f
23 r e t i r e m e n t  and d e a th  b e n e f i t s  t o  o r  on b e h a l f  o f  th e  em p loyees .
24 ( b )  The p rog ram  c r e a t e d  becomes e f f e c t i v e  on J u l y  1 ,  1 9 9 0 ,  a t
25 which t im e c o n t r i b u t i o n s  by th e  s t a t e  and i t s  emp loyees b e g in .
26 Sec . 3 9 . 3 8 . 0 2 0 .  RETIREMENT BOARD. ( a )  The R e t i rem en t  Boa rd
27 composed o f  f i v e  members i s  e s t a b l i s h e d .
28 ( b )  Th ree  b o a rd  members s h a l l  be members o f  th e  p e r s o n n e l  b o a rd
29 o f  the  Department o f  A d m in i s t r a t i o n .  Two b o a rd  members s h a l l  be
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members Oi
th e  p f a n .  E l e c t i o n s  s h a l l  be conduc ted  by th e  b o a rd .

P a r i t y  o f  v o t e s  c a s t  by members o f-. iij; > h-The te rm  o f
o f f i c e  o f  an e l e c t e d  member i s  s i x  y e a r s .  A vacancy  i n  an un e xp i re d  
e l e c t i v e  te rm  s h a l l  be f i l l e d  by e l e c t i o n  f o r  a  new s i x - y e a r  te rm .

( c )  Members o f  th e  b o a rd  s e r v e  w i th o u t  c om pensa t ion , bu t a r e  
e n t i t l e d  t o  p e r  diem and t r a n s  ^ o r t a t i o n  expenses a u t h o r i z e d  f o r  b o a rd s  
unde r AS 3 9 . 2 0 . 1 8 0  t o  c a r r y  ou t  th e  d u t i e s  s e t  ou t  i n  t h i s  c h a p te r .

S ec . 3 9 . 3 8 . 0 3 0 .  DEFINED CONTRIBUTION PLAN. The b o a rd  s h a l l  
e s t a b l i  h a d e f i n e d  c o n t r i b u t i o n  p l a n  f o r  emp loyees i n  wh ich r e t i r e ­
ment and d e a th  b e n e f i t s  a r e  p r o v id e d  th ro u g h  th e  pu rch a se  o f  a n n u i t y  
c o n t r a c t s ,  e i t h e r  f i x e d ,  v a r i a b l e ,  o r  a  c om b in a t io n  o f  f i x e d  and 
v a r i a b l e ,  s h a re s  o f  a mu tua l fu n d ,  g u a ra n te ed  in ve s tm en t c o n t r a c t s ,  o r  
o t h e r  in ve s tm en t v e h i c l e s  t h a t  a r e  d e te rm in ed  by th e  b o a rd  t o  be 
s u i t a b l e  p e n s io n  sa v in g s  in v e s tm e n ts .  P a r t i c i p a t i o n  i n  th e  p la n  i s  i n  
p la c e  o f  p a r t i c i p a t i o n  i n  a s t a t e  r e t i r e m e n t  sy s tem .

Sec . 3 9 . 3 8 . 0 4 0 .  POWERS AND DUTIES OF THE BOARD. ( a )  The bo a rd
s h a l l

( 1 )  a p p o in t  an a d m in i s t r a t o r  o f  th e  p la n  and p r o v id e  f o r  
th e  a d m in i s t r a t i o n  o f  th e  p l a n ,  i n c l u d i n g  p ro c e d u re s  f o r  r e s o l v i n g  
c om p la in t s  f rom  p a r t i c i p a t i n g  em p lo ye es ;

( 2 )  a c t  as an ap p e a ls  b o a rd ,  h o ld  h e a r in g s  a t  th e  re q u e s t  
o f  an em p lo y e r ,  em p loyee , s u r v i v i n g  spouse  o r  a b e n e f i c i a r y  on d e c i ­
s i o n s  made by th e  a d m in i s t r a t o r ,  and subm it i t s  f i n d in g s  t o  th e  admin­
i s t r a t o r ;

( 3 )  p r e s c r i b e  the  p o l i c i e s  f o r  th e  p r o p e r  o p e r a t i o n  o f  th e  
p l a n  and c a r r y  on o t h e r  a c t i v i t i e s  t h a t  a r e  c o n s id e re d  n e c e s s a r y  t o  
c a r r y  ou t  th e  i n t e n t  and pu rp ose  o f  th e  p l a n  unde r t h i s  c h a p t e r ;

( 4 )  d e s ig n a te  th e  company o r  o t h e r  e n t i t y  t o  wh ich payment 
o f  th e  c o n t r i b u t i o n s  r e q u i r e d  unde r AS 3 9 . 3 8 . 2 1 0  may be made, a f t e r
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th e  c o n t r a c t s  w i l l  p r o v id e  t o  emp loyees who p a r t i c i p a t e  and to  
t h e i r  b e n e f i c i a r i e s ;

(B )  r e l a t i o n  o f  th e  c o n t r a c t u a l  r i g h t s  and b e n e f i t s  t o  
th e  c o n t r i b u t i o n s  t o  be made unde r t h i s  c h a p t e r ;

(C ) s u i t a b i l i t y  o f  th e  c o n t r a c t u a l  r i g h t s  and b e n e f i t s  
t o  th e  needs and i n t e r e s t s  o f  p a r t i c i p a t i n g  emp loyees and t o  th e  
i n t e r e s t  o f  the em p lo ye r  i n  th e  employment and r e t e n t i o n  o f  
em p lo y e e s ;

(D ) a b i l i t y  o f  th e  d e s ig n a te d  company o r  o t h e r  e n t i t y  
t o  p r o v id e  r i g h t s  and b e n e f i t s  u n de r  th e  c o n t r a c t s ;  and

(E )  e f f i c a c y  o f  th e  c o n t r a c t s  i n  th e  r e c ru i tm e n t  and 
r e t e n t i o n  o f  em p loyees ;

( 5 )  ta k e  o t h e r  a c t i o n s  r e q u i r e d  t o  en su re  t h a t  th e  p la n  
q u a l i f i e s  as a q u a l i f i e d  t r u s t  u n de r  26 U .S .C .  4 0 1 ( a )  ( I n t e r n a l  R eve ­
nue C od e ) .

( b )  The b o a rd  may
( 1 )  h o ld  r e g u l a r  m ee t ing s  and s p e c i a l  m ee tings c o n s id e re d

n e c e s s a r y ;  a l l  m ee t ings  a r e  open t o  th e  p u b l i c  and th e  b o a rd  s h a l l
keep  a f u l l  r e c o r d  o f  a l l  i t s  p r o c e e d in g s ;

( 2 )  a d op t ,  w i th  m o d i f i c a t i o n s  i t  c o n s id e r s  p r o p e r ,  r e g u l a ­
t i o n s  recommended by th e  a d m in i s t r a t o r  f o r  c a r r y i n g  ou t t h i s  c h a p t e r ;

( 3 )  c o n s id e r  and adop t r e s o l u t i o n s  on m a t te r s  r e f e r r e d  to
i t  by th e  a d m in i s t r a t o r  i n  c o n n e c t io n  w i th  changes i n  p o l i c y  and
r e v i s i o n s  o f  t h i s  c h a p te r .

S ec . 3 9 . 3 8 . 0 5 0 .  DUTY OF EMPLOYERS TO FURNISH RECORDS. Each 
em p lo ye r  s h a l l  f u r n i s h  the  a d m in i s t r a t o r  w i th  r e c o r d s  conce rn ing  th e  
p e r i o d s  o f  s e r v i c e ,  d a te s  o f  b i r t h ,  c om pen sa t ion , new e n t r a n t s  i n t o
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1 s e r v i c e ,  d e a th ,  w i th d ra w a ls ,  and o t h e r  emp loyee d a ta  n e c e s s a ry  f o r  th e
2 p r o p e r  and e f f e c t i v e  o p e r a t i o n  o f  th e  p l a n .
3 Sec . 3 9 . 3 8 . 0 6 0 .  ATTORNEY GENERAL. The a t t o r n e y  g e n e r a l  o f  th e
4 s t a t e  i s  th e  a t t o r n e y  f o r  th e  p la n  and s h a l l  r e p r e s e n t  i t  i n  a  l e g a l
5 p r o c e e d in g .
6 ARTICLE 2 .  PARTICIPATION.
7 Sec . 3 9 . 3 8 . 1 1 0 .  PARTICIPATION. ( a )  An employee o f  th e  s t a t e
8 f i r s t  h i r e d  on o r  a f t e r  J u ly  1 , 1 9 9 0 ,  s h a l l  be in c lu d e d  i n  th e  p la n
9 upon commencement o f  employment w i th  th e  s t a t e .  U n le s s  th e  employee

10 has e l e c t e d  t o  p a r t i c i p a t e  i n  th e  o p t i o n a l  u n i v e r s i t y  r e t i r e m e n t
11 p rog ram  unde r AS 1 4 .4 0 . 6 6 1  - 1 4 . 4 0 . 7 9 9  o r  was f i r s t  h i r e d  b e fo r e
12 J u l y  1 ,  1 9 9 0 ,  an employee o f  a p o l i t i c a l  s u b d i v i s i o n ,  i n c lu d in g  a
13 s c h o o l  d i s t r i c t ,  r e g i o n a l  e d u c a t i o n a l  a t te n d an ce  a r e a ,  and the U n iv e r -
14 s i t y  o f  A la s k a ,  o r  a p u b l i c  o r g a n i z a t i o n  t h a t  becomes an em p lo ye r
15 s h a l l  be in c lu d e d  i n  th e  p la n  on th e  e f f e c t i v e  d a te  o f  th e  em p lo y e r 's
16 p a r t i c i p a t i o n  o r  the d a te  o f  the  em p lo ye e 's  commencement o f  employment
17 w i th  th e  em p lo y e r ,  w h icheve r i s  l a t e r .
18 ( b )  I n c l u s i o n  i n  the  p la n  i s  a c o n d i t i o n  o f  employment f o r  an
19 emp loyee f i r s t  h i r e d  on o r  a f t e r  J u l y  1 ,  1 9 90 ,  excep t as o th e rw is e
20 p r o v id e d  f o r  an e l e c t e d  o f f i c i a l  and f o r  an employee o f  th e  u n i v e r s i t y
21 who has e l e c t e d  t o  p a r t i c i p a t e  i n  th e  o p t i o n a l  u n i v e r s i t y  r e t i r e m e n t
22 p rog ram  unde r AS 1 4 . 4 0 . 6 6 1  - 1 4 . 4 0 . 7 9 9 .
23 Sec . 3 9 . 3 8 . 1 2 0 .  PARTICIPATION BY MEMBERS OF A STATE RETIREMENT
24 SYSTEM, ( a )  A p e rs o n  who i s  a member o f  a s t a t e  r e t i r e m e n t  system
25 may e l e c t  t o  p a r t i c i p a t e  i n  th e  d e f in e d  c o n t r i b u t i o n  p l a n .  An e l e c -
26 t i o n  t o  p a r t i c i p a t e  i n  the  p la n  i s  i r r e v o c a b l e .  The e l e c t i o n  s h a l l  be
27 made i n  w r i t i n g  on a fo rm  p ro v id e d  by th e  b o a rd  and approved f o r  th e
28 s t a t e  by th e  comm iss ione r o f  a d m in i s t r a t i o n .  The fo rm  must be f i l e d
29 w i th  th e  b oa rd  and a copy o f  th e  fo rm  s h a l l  be d e l i v e r e d  t o  th e
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a p p r o p r i a t e  s t a t e  
on th e  d a te  i t  i s
i n  th e  p l a n  c o n s t i t u t e s  a w a iv e r  o f  a l l  
s t a t e  r e t i r e m e n t  systems ea rned  on o r  a f t e r  th e  e f f e c t i v e  d a te  o f  th e  
e l e c t i o n .

( b )  Excep t as p r o v id e d  i n  ( c )  o f  t h i s  s e c t i o n ,  i f  a nonve s ted  
member o f  a s t a t e  r e t i r e m e n t  system  e l e c t s  t o  p a r t i c i p a t e  i n  th e  p l a n ,  
the member may choose t o  t r a n s f e r  th e  amount i n  th e  em p lo ye e 's  c o n t r i ­
b u t i o n  accoun t t o  th e  p la n .  I f  t h e  member chooses t o  t r a n s f e r  th e
a c cou n t ,  th e  a p p r o p r i a t e  s t a t e  r e t i r e m e n t  system  s h a l l  pay t o  the p la n
on b e h a l f  o f  th e  employee an amount e q u a l  t o  th e  b a la n c e  i n  the  a c ­
c o un t .  The payment must be made w i t h i n  45 days a f t e r  th e  e l e c t i o n  i s  
r e c e i v e d  by th e  s t a t e  r e t i r e m e n t  sy s tem . The a d m in i s t r a t o r  o f  th e  
p la n  s h a l l  im m ed ia te ly  pay th e  amount r e c e i v e d  t o  th e  company o r  o t h e r  
e n t i t y  d e s ig n a te d  by th e  b o a rd  f o r  th e  b e n e f i t  o f  th e  emp loyee .

( c )  An employee whose r i g h t  t o  t r a n s f e r  a s s e t s  o u t  o f  a s t a t e  
r e t i r e m e n t  system  i s  s u b je c t  t o  a q u a l i f i e d  d om es t ic  r e l a t i o n s  o r d e r  
i s  e n t i t l e d  t o  t r a n s f e r  a s s e t s  f rom  th e  s t a t e  r e t i r e m e n t  system  to  the  
p la n  o n ly  i f  th e  re q u i rem en ts  f o r  r e c e i v i n g  a r e fu n d  unde r AS 1 4 . -
2 5 . 1 5 0 ( b )  o r  AS 3 9 . 3 5 . 2 0 0 ( c ) ,  as a p p r o p r i a t e ,  a r e  met.

( d )  I f  a v e s t e d  member o f  a s t a t e  r e t i r e m e n t  system  e l e c t s  t o
p a r t i c i p a t e  i n  th e  p l a n ,  th e  employee ceases  t o  be an a c t i v e  member o f  
th e  r e t i r e m e n t  system  on th e  e f f e c t i v e  d a te  o f  th e  p a r t i c i p a t i o n  i n  
the p l a n .  The employee r e t a i n s  a l l  b e n e f i t s  acc ru ed  i n  th e  s t a t e
r e t i r e m e n t  system .

( e )  An employee f i r s t  h i r e d  b e f o r e  J u l y  1 ,  1 9 9 0 ,  who does n o t  
e l e c t  t o  p a r t i c i p a t e  i n  th e  p la n  unde r t h i s  s e c t i o n  rem ains a member 
o f  th e  a p p r o p r i a t e  s t a t e  r e t i r e m e n t  sy s tem .

Sec . 3 9 . 3 8 . 1 3 0 .  PARTICIPATION OF ELECTED OFFICIALS. ( a )
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1 S e r v i c e  as an  e l e c t e d  o f f i c i a l  w i th  an em p lo ye r  c o n s t i t u t e s  employment
2 as a member i n  th e  p la n  as lo n g  as a w r i t t e n  w a iv e r  o f  c o ve rag e  has
3 n o t  been f i l e d  w i th  th e  a d m in i s t r a t o r .  A w a iv e r  un de r  t h i s  s u b s e c t i o n
4 w a ive s  c o ve rage  o f  f u t u r e  employment as an e le c t e d  o f f i c i a l ,  r e g a rd -
5 l e s s  o f  any change o f  em p lo y e r .  An e l e c t e d  o f f i c i a l  may f i l e  a w a iv e r
6 unde r t h i s  s u b s e c t i o n  a t  any t ime a f t e r  e l e c t i o n  t o  o f f i c e ,  i n c lu d in g
7 th e  p e r i o d  b e f o r e  t a k in g  the o a th  o f  o f f i c e .  An e l e c t e d  o f f i c i a l  may
8 re v o k e  a w a iv e r  u nde r t h i s  s u b s e c t i o n  by f i l i n g  a w r i t t e n  r e v o c a t i o n
9 w i th  th e  a d m in i s t r a t o r .  A r e v o c a t i o n  unde r t h i s  s u b s e c t i o n  o p e ra te s

10 p r o s p e c t i v e l y  o n l y ,  and th e  e l e c t e d  o f f i c i a l  may no t  r e c e i v e  c ove rage
11 i n  the  p l a n  f o r  s e r v i c e  as an e l e c t e d  o f f i c i a l  w h i le  th e  w a iv e r  was i n
12 e f f e c t .  T he re  i s  no l i m i t  on th e  number o f  t im es  an e l e c t e d  o f f i c i a l
13 may f i l e  a w a iv e r  o r  r e v o c a t i o n  unde r t h i s  s u b s e c t i o n .
14 ( b )  An e le c t e d  o f f i c i a l  i n c lu d e d  i n  th e  p la n  and t h a t  p e r s o n ' s
15 em p lo ye r  a re  l i a b l e  f o r  c o n t r i b u t i o n s  whenever t h a t  p e r s o n  i s  an
16 e l e c t e d  o f f i c i a l  u n le s s  a w a iv e r  o f  cove rage  unde r ( a )  o f  t h i s  s e c t i o n
17 i s  i n  e f f e c t .
18 Sec . 3 9 . 3 8 . 1 4 0 .  PARTICIPATION BY OTHER EMPLOYEES. ( a )  A re gu -
19 l a r  f u l l - t i m e  c i v i l i a n  employee o f  th e  A la s k a  Army N a t i o n a l  Guard and
20 A i r  N a t i o n a l  Guard , whose e n t i r e  s a l a r y  i s  p a id  f rom  a l l o t t e d  f e d e r a l
21 fu n d s ,  i s  in c lu d e d  i n  th e  p la n  i f  th e  f e d e r a l  o r  s t a t e  government pays
22 th e  em p lo y e r ' s  c o n t r i b u t i o n s .  I f  th e  amount t h a t  th e  f e d e r a l  g o ve rn -
23 ment may l e g a l l y  c o n t r i b u t e  t o  the  p l a n  i s  l e s s  th an  th e  r e q u i r e d
24 em p lo y e r ' s  c o n t r i b u t i o n ,  th e  s t a t e  government may c o n t r i b u t e  the
25 d i f f e r e n c e .  I f  th e  s t a t e  chooses n o t  t o  pay th e  d i f f e r e n c e ,  the
26 em p lo ye e 's  p a r t i c i p a t i o n  s h a l l  be based on the  amount p a id  by the
27 f e d e r a l  government.
28 ( b )  An employee o f  th e  N o r th  P a c i f i c  F i s h e r y  Management C ou n c i l
29 a p p o in te d  unde r 16 U .S .C .  1 8 5 2 ( f ) ( 1 )  (S ec .  3 0 2 ( f ) ( 1 )  o f  P . L .  9 4 - 2 6 5 ) ,
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whose com pensa t ion  i s  p a id  f rom  a l l o t t e d  f e d e r a l  fu n d s ,  i s  in c lu d e d  i n  
th e  p l a n  i f  th e  c o u n c i l  pays th e  em p lo y e r ' s  c o n t r i b u t i o n s .

( c )  An a d m in i s t r a t i v e  d i r e c t o r  o f  th e  A la s k a  c o u r t  system  who 
w ithd raw s f rom  the  j u d i c i a l  r e t i r e m e n t  system  un de r  AS 2 2 . 2 5 . 0 1 2  i s  
e l i g i b l e  f o r  membership i n  th e  p la n .

( d )  An emp loyee o f  th e  N a t i o n a l  E duc a t io n  A s s o c i a t i o n  o f  A la s k a  
may p a r t i c i p a t e  i n  th e  p l a n  i f  th e  emp loyee p o s s e s s e s  o r  i s  e l i g i b l e  
t o  p o s s e s s  a t e a c h e r  c e r t i f i c a t e  unde r AS 1 4 . 2 0 . 0 2 0 .

( e )  An emp loyee o f  th e  S p e c i a l  E d u c a t io n  S e r v i c e  Agency may 
p a r t i c i p a t e  i n  th e  p l a n  i f  th e  emp loyee p o s s e s s e s  o r  i s  e l i g i b l e  to  
p o s s e s s  a t e a c h e r  c e r t i f i c a t e  unde r AS 1 4 . 2 0 . 0 2 0 .

( f )  I f  an em p lo ye r o f  an employee r e q u i r e d  o r  p e rm i t t e d  to  
p a r t i c i p a t e  i n  th e  p la n  unde r t h i s  s e c t i o n  does n o t  pay th e  em p lo y e r 's  
c o n t r i b u t i o n s  when due , c o ve rage  i n  th e  p l a n  f o r  the p e r i o d  o f  the 
d e l in q u e n c y  may n o t  be g ra n te d  u n t i l  th e  c o n t r i b u t i o n s  a r e  p a id .

ARTICLE 3 .  CONTRIBUTIONS, RIGHTS, AND BENEFITS.
Sec . 3 9 . 3 8 . 2 0 0 .  EMPLOYMENT CONTRIBUTIONS MANDATORY. C o n t r i b u ­

t i o n s  o f  emp loyees s h a l l  be made by p a y r o l l  d e d u c t i o n s .  E ve ry  i n c l u d ­
ed employee s h a l l  be c o n s id e re d  t o  consen t t o  p a y r o l l  d e d u c t io n s .  I t  
i s  o f  no consequence t h a t  a p a y r o l l  d e d u c t io n  may cause th e  compen­
s a t i o n  p a id  i n  cash t o  an employee t o  be reduced  be low  th e  minimum
re q u i r e d  by law . Payment o f  an em p lo ye e 's  c om pensa t ion , l e s s  p a y r o l l  
d e d u c t i o n s ,  i s  a f u l l  and com p le te  d i s c h a rg e  and s a t i s f a c t i o n  o f  a l l
c la im s  a r d  demands by th e  employee r e l a t i n g  t o  rem un e ra t io n  o f  s e r ­
v i c e s  d u r in g  th e  p e r i o d  cove red  by th e  payment.

S ec . 3 9 . 3 8 . 2 1 0 .  CONTRIBUTIONS. ( a )  E xcep t as p r o v id e d  i n  
AS 3 9 . 3 8 . 1 4 0 ( a ) ,  th e  em p lo ye r  s h a l l  c o n t r i b u t e  t o  the  p l a n  on b e h a l f  
o f  each emp loyee p a r t i c i p a t i n g  i n  th e  p la n  an amount e q u a l  t o  9 .6 5  
p e rc e n t  o f  th e  em p lo ye e 's  com pensa t ion .



( b )  Aii emp loyee p a r t i c i p a t i n g  i n  th e  p l a n  s h a l l  c o n t r i b u t e  t o  
the  p l a n  an amount s e t  by th e  a d m in i s t r a t o r .  The amount may n o t  be 
l e s s  th an  o n e - h a l f  th e  amount o f  th e  em p lo ye r  c o n t r i b u t i o n .

( c )  The a d m in i s t r a t o r  may in c r e a s e  o r  d e c re a s e  the  c o n t r i b u t i o n s  
r e q u i r e d  o f  emp loyees unde r t h i s  s e c t i o n  d u r in g  th e  c o u rs e  o f  a p e r ­
s o n ' s  employment. The a d m in i s t r a t o r  may s p e c i f y  t h a t  c o n t r i b u t i o n s  
r e q u i r e d  by t h i s  s e c t i o n  a r e  made by a r e d u c t i o n  i n  s a l a r y  u nde r 26 
U .S .C .  4 1 4 ( h ) ( 2 )  ( I n t e r n a l  Revenue C ode ) .

( d )  The a d m in i s t r a t o r  s h a l l  pay th e  c o n t r i b u t i o n s  r e q u i r e d  by 
t h i s  s e c t i o n  t o  th e  d e s ig n a te d  in ve s tm en t e n t i t i e s ,  company, o r  com­
p a n ie s  f o r  th e  b e n e f i t  o f  each p a r t i c i p a n t .

Sec . 3 9 . 3 8 . 2 2 0 .  INVESTMENT BY PERMANENT FUND BOARD OF TRUSTE!
I f  in ve s tm en t e n t i t i e s  have n o t  been d e s ig n a te d  t o  r e c e i v e  th e  c o n t r i ­
b u t i o n s ,  th e  b o a rd  may r e q u e s t  th e  Boa rd  o f  T ru s t e e s  o f  th e  A la s k a
Permanent Fund C o r p o r a t i o n ,  unde r AS 3 7 . 1 3 . 1 2 5  t o  manage and i n v e s t  
th e  c o n t r i b u t i o n s  f o r  a l im i t e d  p e r i o d  o f  t im e .

Sec . 3 9 . 3 8 . 2 3 0 .  BENEFITS. ( a )  Payment o f  b e n e f i t s  t o  p a r t i c i ­
p an ts  o f  th e  p la n  i s  th e  r e s p o n s i b i l i t y  o f  th e  company o r  o t h e r  e n t i t y  
d e s ig n a te d  by th e  b o a rd  and i s  n o t  th e  r e s p o n s i b i l i t y  o f  the  b o a rd ,
th e  em p lo y e r ,  o r  the. s t a t e .  The b e n e f i t s  a r e  p a y a b le  t o  p a r t i c i p a n t s  
o r  t h e i r  b e n e f i c i a r i e s  i n  acco rdance  w i th  th e  te rm s o f  th e  a n n u i ty
c o n t r a c t  o r  c o n t r a c t s  o r  o t h e r  in v e s tm en ts

( b )  The bo a rd  may pu rch a se  and o f f e r  p a r t i c i p a t i o n  i n  a g roup 
h e a l t h  p la n  t o  members who have r e t i r e d .

Sec . 3 9 . 3 8 . 2 4 0 .  RIGHTS UNDER QUALIFIED DOMESTIC RELATIONS ORDER.
A f o rm e r  spouse s h a l l  be t r e a t e d  as a spouse o r  s u r v i v i n g  spouse to  
th e  e x t e n t  r e q u i r e d  by a q u a l i f i e d  dom es t ic  r e l a t i o n s  o r d e r .  R ig h ts  
unde r th e  o r d e r  do n o t  t a k e  e f f e c t  u n t i l  th e  o r d e r  i s  f i l e d  w i th  th e
a d m in i s t r a t o r
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. . , • r,iv,vC'Vii ;  ;• •• * '• '•Sec . 3 9 . 3 8 . 2 5 0 .  SAFEGUARD OF EMPLOYEE FUNDS HELD BY THE PLAN.* *'*•** * . . *; ?;’* ‘ ' "• ' ' ' *' . , r/'V'/ * •.* VI-.*.
Employee c o n t r i b u t i o n s  and o t h e r  amounts h e ld  i n  th e  p l a n  a r e  exempt 
f rom  A la s k a  s t a t e  and l o c a l  t a x e s .  Amounts h e ld  on b e h a l f  o f ,  o r  
p a y ab le  t o ,  any emp loyee o r  o t h e r  p e r s o n  who i s  o r  may become e l i g i b l e  
• fo r  b e n e f i t s  unde r th e  p l a n  a r e  n o t  s u b je c t  t o  a n t i c i p a t i o n ,  a l i e n a ­
t i o n ,  s a l e ,  t r a n s f e r ,  a s s ig nm en t ,  p le d g e ,  encumbrance , o r  cha rge  o f
any k in d ,  e i t h e r  v o lu n t a r y  o r  i n v o lu n t a r y ,  b e f o r e  b e in g  r e c e i v e d  by 
the  p e rs o n  e n t i t l e d  t o  th e  amount unde r th e  te rm s o f  th e  p l a n .  An 
a t tem p t t o  a n t i c i p a t e ,  a l i e n a t e ,  s e l l ,  t r a n s f e r ,  a s s ig n ,  p le d g e ,
encumber, c h a rg e ,  o r  o t h e rw is e  d i s p o s e  o f  a r i g h t  t o  amounts h e ld
unde r th e  p l a n  i s  v o i d .  However, an em p lo ye e 's  r i g h t  t o  r e c e i v e
b e n e f i t s  may be a s s ig n e d  unde r a q u a l i f i e d  dom es t ic  r e l a t i o n s  o r d e r .

Sec . 3 9 . 3 8 . 2 6 0 .  EXEMPTION OF EMPLOYEE FUNDS AND BENEFITS. 
Employee c o n t r i b u t i o n s  and o t h e r  amounts h e ld  i n  th e  p la n  and r e t i r e ­
ment b e n e f i t s  p a y ab le  unde r th e  p l a n  a r e  exempt f rom  l e v y  t o  e n fo r c e
th e  c o l l e c t i o n  o f  a deb t as p r o v id e d  i n  AS 0 9 .3 8  (e x e m p t i o n s ) .

ARTICLE 4 .  POLITICAL SUBDIVISIONS AND PUBLIC ORGANIZATIONS.
Sec . 3 9 . 3 8 . 3 0 0 .  REQUEST TO PARTICIPATE. ( a )  A m u n i c i p a l i t y  o r  

o t h e r  p o l i t i c a l  s u b d i v i s i o n  o f  th e  s t a t e  may r e q u e s t  t o  become an
em p loye r i n  th e  p l a n .  The r e q u e s t  s h a l l  be made a f t e r  a d o p t io n  o f  a
r e s o l u t i o n  by the  l e g i s l a t i v e  body o f  rh e  p o l i t i c a l  s u b d i v i s i o n  and
a f t e r  a p p ro v a l  o f  th e  r e s o l u t i o n  by th e  p e r s o n  r e q u i r e d  by law  t o
app rove  i t .  A c e r t i f i e d  copy o f  th e  r e s o l u t i o n  s h a l l  be f i l e d  w i th
th e  a d m in i s t r a t o r .  I f  th e  a d m in i s t r a t o r  app rove s  th e  r e q u e s t  f o r
p a r t i c i p a t i o n ,  th e  p o l i t i c a l  s u b d i v i s i o n  i s  an em p lo y e r  o f  th e  p l a n .

( b )  A p u b l i c  o r g a n i z a t i o n  may r e q u e s t  t o  become an em p lo y e r  i n  
th e  p l a n .  The r e q u e s t  s h a l l  be made a f t e r  a d o p t io n  o f  a r e s o l u t i o n  by 
th e  g o v e rn in g  body o f  th e  p u b l i c  o r g a n i z a t i o n ,  A c e r t i f i e d  copy o f
th e  r e s o l u t i o n  s h a l l  be f i l e d  w i t h  th e  a d m in i s t r a t o r .  I f  th e



1 a d m in i s t r a t o r  app ro ve s  th e  re q u e s t  f o r  p a r t i c i p a t i o n ,  th e  p u b l i c
2 o r g a n i z a t i o n  i s  an em p lo ye r  o f  th e  p la n .
3 Sec . 3 9 . 3 8 . 3 1 0 .  SURVEY TO DETERMINE ESTIMATED COST. A p o l i t i c a l
4 s u b d i v i s i o n  o r  p u b l i c  o r g a n i z a t i o n  c o n tem p la t in g  p a r t i c i p a t i o n  i n  the
5 p l a n  may r e q u e s t  a p r e l im i n a r y  su rv e y  t o  d e te rm in e  th e  e s t im a te d  c o s t
6 o f  p a r t i c i p a t i o n ,  th e  b e n e f i t s  d e r i v e d ,  and o t h e r  i n f o rm a t i o n  t h a t  i s
7 a p p r o p r i a t e .  The p o l i t i c a l  s u b d i v i s i o n  o r  p u b l i c  o r g a n i z a t i o n  r e -
8 q u e s t in g  th e  su rv e y  s h a l l  pay th e  c o s t  o f  i t .
9 Sec . 3 9 . 3 8 . 3 2 0 .  PARTICIPATION. ( a )  The e f f e c t i v e  d a te  o f

10 p a r t i c i p a t i o n  i n  the p l a n  by a p o l i t i c a l  s u b d i v i s i o n  o r  p u b l i c  o rg a -
11 n i z a t i o n  i s  th e  f i r s t  day o f  any month a c c e p ta b le  t o  th e  g o ve rn in g
12 body o f  th e  p o l i t i c a l  s u b d i v i s i o n  o r  p u b l i c  o r g a n i z a t i o n  and t o  th e
13 R e t i r em en t  B o a rd .
14 ( b )  The p o l i t i c a l  s u b d i v i s i o n  o r  p u b l i c  o r g a n i z a t i o n  s h a l l
15 d e s ig n a t e  th e  d ep a r tm en ts ,  g ro u p s ,  o r  o t h e r  c l a s s i f i c a t i o n s  o f  employ-
16 ees e l i g i b l e  t o  p a r t i c i p a t e  i n  th e  p l a n ,  and s h a l l  ag re e  t o  make th e
17 c o n t r i b u t i o n s  each y e a r  t h a t  a r e  r e q u i r e d  by th e  a d m in i s t r a t o r .
18 ( c )  The e l i g i b l e  emp loyees o f  a p a r t i c i p a t i n g  p o l i t i c a l  s u b d iv i -
19 s i o n  o r  p u b l i c  o r g a n i z a t i o n  a r e  bound by the  p r o v i s i o n s  o f  t h i s  p la n
20 and a r e  e n t i t l e d  t o  th e  b e n e f i t s  p r o v id e d  under i t .
21 Sec . 3 9 . 3 8 . 3 3 0 .  TRANSMITTAL OF CONTRIBUTIONS TO ADMINISTRATOR.
22 The c o n t r i b u t i o n s  o f  an em p loye r and the  c o n t r i b u t i o n s  o f  i t s  emp loy-
23 ees s h a l l  be t r a n s m i t t e d  t o  th e  a d m in i s t r a t o r  as soon as p r a c t i c a b l e
24 a f t e r  th e  c l o s e  o f  the p a y r o l l  p e r i o d  f o r  which the c o n t r i b u t i o n s  a r e
25 made. I f  an em p lo ye r i s  d e l in q u e n t  i n  t r a n s f e r r i n g  th e  c o n t r ib u t i o n s
26 f o r  more th a n  15 d a y s ,  i n t e r e s t  and o t h e r  p e n a l t i e s  s h a l l  be a s se s s ed
27 on th e  o u t s t a n d in g  c o n t r i b u t i o n s  a t  th e  r a t e  and i n  th e  amount e s ta b -
28 l i s h e d  by th e  b o a rd .
29 S ec . 3 9 . 3 8 . 3 4 0 .  TERMINATION OF PARTICIPATION. ( a )  I f  th e
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3 p o l i t i c a l  s u b d i v i s i o n  o r  p u b l i c  o r g a n i z a t i o n  i s  i n  d e f a u l t  a t  th e  end
4 o f  th e  e x t e n s i o n ,  p a r t i c i p a t i o n  i n  th e  p l a n  i s  t e rm in a t e d ,  and th e
5 em p lo y e r  s h a l l  be s e n t  n o t i c e  o f  t e rm in a t i o n .
6 ( b )  T e rm in a t io n  o f  an em p lo y e r ' s  p a r t i c i p a t i o n  i n  th e  p l a n  does
7 n o t  b a r  f u t u r e  p a r t i c i p a t i o n  i n  th e  p l a n  by t h a t  em p lo ye r .
8 S ec . 3 9 . 3 8 . 3 5 0 .  EFFECT OF TERMINATION BY AMENDMENT OF AGREEMENT.
9 ( a )  A p o l i t i c a l  s u b d i v i s i o n  o r  p u b l i c  o r g a n i z a t i o n  may r e q u e s t  th a t

10 i t s  p a r t i c i p a t i o n  ag reement be amended. The r e q u e s t  may be made o n ly
11 a f t e r  a d o p t io n  o f  a r e s o l u t i o n  by th e  l e g i s l a t i v e  body o f  th e  p o l i t i -
12 c a l  s u b d i v i s i o n  and a p p r o v a l  o f  th e  r e s o l u t i o n  by th e  p e rs o n  r e q u i r e d
13 by law  t o  app rove  the  r e s o l u t i o n ,  o r ,  i n  th e  case  o f  a p u b l i c  o r g a n i -
14 z a t i o n ,  a f t e r  a d o p t io n  o f  a r e s o l u t i o n  by th e  g o v e rn in g  body o f  t h a t
15 p u b l i c  o r g a n i z a t i o n .  A c e r t i f i e d  copy o f  th e  r e s o l u t i o n  s h a l l  be
16 f i l e d  w i th  th e  a d m in i s t r a t o r .
17 ( b )  T e rm in a t io n  o f  c ove rage  o f  a d ep a r tm en t ,  g ro u p ,  o r  o t h e r
18 c l a s s i f i c a t i o n  o f  emp loyees does n o t  b a r  f u t u r e  c o ve rage  o f  t h a t
19 d ep a r tm en t ,  g ro u p ,  o r  c l a s s i f i c a t i o n .
20 ARTICLE 5 .  GENERAL PROVISIONS.
21 Sec . 3 9 . 3 8 . 4 5 0 .  NONGUARANTEE OF EMPLOYMENT. T h is  c h a p te r  i s  n o t
22 a c o n t r a c t  o f  employment between an em p lo ye r and an emp loyee , n o r  does
23 i t  c o n f e r  a r i g h t  o f  an employee t o  be c o n t in u ed  i n  th e  employment o f
24 an em p lo y e r ,  n o r  i s  i t  a l i m i t a t i o n  o f  th e  r i g h t  o f  an em p lo ye r  t o
25 d i s c h a rg e  an emp loyee w i t h  o r  w i th o u t  cause .
26 Sec . 3 9 . 3 8 . 4 6 0 .  FRAUD. A p e rs o n  who kn ow ing ly  makes a f a l s e
27 s t a tem en t ,  o r  f a l s i f i e s  o r  p e rm i t s  t o  be f a l s i f i e d  a r e c o r d  o f  t h i s
28 p l a n ,  i n  an a t tem p t t o  d e f r a u d  th e  p l a n ,  i s  g u i l t y  o f  a m isdemeanor,
29 and upon c o n v i c t i o n  i s  p u n is h a b le  by a f i n e  o f  n o t  more th an  $ 5 0 0 ,  o r
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by imprisonment f o r  n o t  more th an  12 months , o r  by b o th .
Sec . 3 9 . 3 8 . 9 0 0 .  DEFINITIONS. I n  t h i s  c h a p t e r ,

( 1 )  ' " 'a dm in is t ra to r "  means th e  a d m in i s t r a t o r  o f  th e  r e t i r e ­
ment d e f in e d  c o n t r i b u t i o n  p l a n ;

( 2 )  " a p p r o p r i a t e  s t a t e  r e t i r e m e n t  sys tem " means th e  s t a t e  
r e t i r e m e n t  system  th a t  in c lu d e s  th e  em p lo yee ’ s p o s i t i o n ;

( 3 )  "b o a rd "  means th e  R e t i r em en t  Boa rd  e s t a b l i s h e d  unde r 
AS 3 9 . 3 8 . 0 2 0 ;

( 4 )  "c om pensa t ion "  means th e  t o t a l  r em un e ra t io n  ea rned  by 
an employee f o r  p e r s o n a l  s e r v i c e s  re n d e red  t o  an em p lo y e r ,  i n c lu d in g  
employee c o n t r i b u t i o n s  unde r AS 3 9 . 3 8 . 2 1 0 ,  c o s t - o f - l i v i n g  d i f f e r e n ­
t i a l s ,  payments f o r  le a v e  t h a t  i s  a c t u a l l y  used by th e  em p loyee , th e
amount by which th e  em p lo ye e 's  wages a r e  reduced  unde r AS 3 9 . 3 0 . -
1 5 0 ( c ) ,  and any amount d e f e r r e d  unde r an em p lo y e r -s p on so re d  d e f e r r e d  
compensat ion  p l a n ,  bu t does n o t  i n c lu d e  r e t i r e m e n t  b e n e f i t s ,  se ve rance  
pay o r  o t h e r  s e p a r a t i o n  b onu ses , w e l f a r e  b e n e f i t s ,  p e r  d iem , expense 
a l low a n c e s ,  w o rk e rs '  compensa t ion  payments , i n c e n t i v e  cash awards 
unde r AS 3 9 . 5 1 . 1 2 0 ,  o r  payments f o r  le a v e  n o t  used by the employee 
whether th o se  l e a v e  payments a r e  schedu led  payments , lump-sum p a y ­
ments , d o n a t io n s ,  o r  c a s h - i n s ;

( 5 )  " c o n t r i b u t i o n  ac coun t"  means th e  member c o n t r i b u t i o n  
account unde r AS 1 4 . 2 5 ,  th e  emp loyee c o n t r i b u t i o n  accoun t unde r
AS 3 9 . 3 5 ,  o r ,  f o r  an a d m in i s t r a t i v e  d i r e c t o r  o f  th e  A la s k a  C ou r t 
System e l e c t i n g  t o  p a r t i c i p a t e  i n  the  p l a n ,  th e  t o t a l  m a in ta in ed  by
the j u d i c i a l  r e t i r e m e n t  system  o f  th e  a d m in i s t r a t i v e  d i r e c t o r ' s  manda­
t o r y  c o n t r i b u t i o n s ,  in d eb tedn ess  p r i n c i p a l ,  c o n t r i b u t i o n s  o f  i n t e r e s t  
on in d e b te d n e s s ,  in te re ' '* '  c r e d i t e d  to  each o f  th o se  a c c ou n t s ,  and
ad ju s tm en ts  t o  th e  a c c o u n ts ,  w h icheve r i s  a p p r o p r i a t e ;

( 6 )  " e l e c t e d  o f f i c i a l "  means a p e rs o n  whose compensa t ion
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r e s u l t s  f rom  p e r s o n a l  s e r v i c e s  re n d e re d  t o  an em p lo y e r  as an e l e c t e d  
r e p r e s e n t a t i v e ;

( 7 )  " em p lo y e r "  means th e  S t a t e  o f  A la s k a ,  a p o l i t i c a l  
s u b d i v i s i o n  o r  p u b l i c  o r g a n i z a t i o n  o f  th e  s t a t e  t h a t  p a r t i c i p a t e s  i n  
th e  p l a n ,  o r  an em p lo ye r  u nde r AS 3 9 . 3 8 . 1 3 0  o r  3 9 . 3 8 . 1 4 0  t h a t  p a r t i c i ­
p a te s  i n  th e  p l a n ;

( 8 )  "member" o r  "em p loyee "
(A ) means a p e r s o n  who i s  e l i g i b l e  t o  p a r t i c i p a t e  i n  

th e  p l a n  and who i s  c o ve red  by th e  p la n ;
(B )  in c lu d e s  an e l e c t e d  p u b l i c  o f f i c e r  u n de r  AS 3 9 . -  

3 8 . 1 3 0  and o t h e r  emp loyees p a r t i c i p a t i n g  unde r AS 3 9 . 3 8 . 1 4 0 ;
(C )  does n o t  i n c lu d e

fo rm e r  members
p e rso n s  compensated on a c o n t r a c t u a l  o r  f e e

( i i i )  c a s u a l  o r  emergency w o rk e rs  o r  nonpermanent 
emp loyees as d e f i n e d  i n  AS 3 9 . 2 5 . 2 0 0 ;

( i v )  members o f  th e  A la s k a  t e a c h e r s '  r e t i r e m e n t  
sy s tem , th e  j u d i c i a l  r e t i r e m e n t  sy s tem , th e  p u b l i c  em p loy ­
e e s '  r e t i r e m e n t  sy s tem , th e  e l e c t e d  p u b l i c  o f f i c e r s '  r e t i r e ­
ment system  ( f o rm e r  AS 3 9 . 3 7 ) ,  o r  th e  o p t i o n a l  u n i v e r s i t y  
r e t i r e m e n t  p rog ram ;

( v )  emp loyees o f  th e  d i v i s i o n  o f  m a r in e  t r a n s p o r ­
t a t i o n  engaged i n  o p e r a t i n g  th e  s t a t e  f e r r y  system  who a r e  
c o ve red  by a u n io n  o r  g roup  r e t i r e m e n t  sys tem  t o  wh ich th e  
s t a t e  makes c o n t r i b u t i o n s ;  and

th e  a d m in i s t r a t i v e  d i r e c t o r  o f  c o u r t s
p o in t e d  unde r a r t .  I V ,  s e c .  16 o f  th e  s t a t e  c o n s t i t u t i o n
u n le s s  th e  d i r e c t o r  becomes a member unde r AS 3 9 . 3 8 . 1 2 0
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(D ) may i n c lu d e  employees o f  th e  d i v i s i o n  o f  m a r in e  
t r a n s p o r t a t i o n  e x c lu d ed  unde r ( C ) ( v )  o f  t h i s  p a ra g ra p h  p r o v id e d  
t h a t

( i )  th e  S t a t e  o f  A la s k a  f o r m a l l y  ag re e s  t o  t h e i r  
i n c l u s i o n  th ro u g h  th e  p r o c e s s  o f  c o l l e c t i v e  b a r g a in in g ;  and

( i i )  no c o l l e c t j - e  b a rg a in in g  ag reement has the  
e f f e c t  o f  o b l i g a t i n g  c o n t r i b u t i o n s  made by th e  s t a t e  unde r 
AS 3 9 . 3 0 . 1 5 0  i n  th e  e v en t  th e  s t a t e  resumes p a r t i c i p a t i o n  i n  
the  f e d e r a l  s o c i a l  s e c u r i t y  sy s tem ;
( 9 )  " p l a n "  means th e  d e f i n e d  c o n t r i b u t i o n  p l a n ;

( 1 0 )  " p u b l i c  o r g a n i z a t i o n "  means an o r g a n i z a t i o n  o r  e n t i t y
(A ) c r e a t e d  by th e  c o n s t i t u t i o n  o r  laws o f  th e  s t a t e  

f o r  th e  pu rpose  o f  a d m in i s t e r i n g  s t a t e  p rog ram s ;
(B )  whose o f f i c e r s  and emp loyees a r e  p a id  by a  method

o t h e r  th an  by th e  s t a t e  p a y r o l l  p r e p a re d  by the. Depa rtment o f  
A d m in i s t r a t i o n ;  and

(C ) whose emp loyees a r e  n o t  r e q u i r e d  by law t o  p a r t i c ­
i p a t e  i n  th e  p l a n ;

( 1 1 )  " q u a l i f i e d  dom es t ic  r e l a t i o n s  o r d e r "  has th e  meaning
g iv e n  i n  AS 3 9 . 3 5 . 6 8 0 ;

( 1 2 )  " s t a t e  r e t i r e m e n t  sys tem " means th e  t e a c h e r s '  r e t i r e ­
ment system  unde r AS 1 4 . 2 5 ,  th e  p u b l i c  em p loyees ' r e t i r e m e n t  system  
unde r AS 3 9 . 3 5 ,  o r ,  f o r  an a d m in i s t r a t i v e  d i r e c t o r  o f  th e  A la s k a  C ou r t  
System who e l e c t s  t o  p a r t i c i p a t e  i n  th e  p l a n  unde r AS 2 2 . 2 5 . 0 1 2 ,  th e  
j u d i c i a l  r e t i r e m e n t  sy s tem .

*  Sec . 2 .  AS 1 4 . 2 5 . 0 3 5 ( c )  i s  amended to  r e a d :
( c )  The b oa rd  s h a l l

( 1 )  c o n f e r  w i th  the com m iss ione r o f  a d m in i s t r a t i o n  r e g a r d ­
in g  the  a d m in i s t r a t i o n  o f  th e  system  and may make recommendations t h a t
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( 2 )  have p r e p a r e d ,  a t  l e a s t  b i e n n i a l l y ,  an a c t u a r i a l  v a l -
3 u a t i o n  o f  th e  t o t a l  o b l i g a t i o n s  un de r  th e  system  o f  each em p lo ye r  and ,
4 on th e  b a s i s  o f  th e  v a l u a t i o n ,  s h a l l  c e r t i f y  t o  th e  a p p r o p r i a t e  bud-
5 g e t a r y  a u t h o r i t i e s  o f  each em p lo y e r :
6 (A ) an a p p ro p r  v c o n t r i b u t i o n  r a t e  f o r  a l l  emp loy -
7 e r s ; and
8 (B )  an amount a p p r o p r i a t e  f o r  each em p lo y e r  t o  l i q u i -
9 d a te  th e  em p lo y e e 's  p a s t  s e r v i c e  l i a b i l i t y ;  th e  b o a rd  s h a l l  have

10 an a c t u a r i a l  and f i n a n c i a l  e x p e r ie n c e  a n a l y s i s  o f  th e  system
11 conducted a t  a p p r o p r i a t e  i n t e r v a l s ,  bu t no l e s s  f r e q u e n t l y  th an
12 once e v e ry  s i x  y e a r s ;  th e  a c t u a r i a l  v a lu a t i o n s  and t h e  a c t u a r i a l
13 and f i n a n c i a l  e x p e r ie n c e  a n a l y s i s  s h a l l  be p re p a re d  and c e r t i f i e d
14 by a member o f  th e  American Academy o f  A c t u a r i e s .
15 *  Sec . 3 .  AS 1 4 . 2 5 . 0 4 0 ( a )  i s  amended t o  re a d :
16 ( a )  U n le s s  a t e a c h e r  o r  member has e l e c t e d  t o  p a r t i c i p a t e  i n  th e
17 o p t i o n a l  u n i v e r s i t y  r e t i r e m e n t  p rog ram  unde r AS 1 4 . 4 0 . 6 6 1  - 1 4 . 4 0 . 7 9 9
18 o r  th e  d e f i n e d  c o n t r i b u t i o n  p l a n  unde r AS 3 9 . 3 8 , a t e a c h e r  o r  member
19 c o n t r a c t i n g  f o r  s e r v i c e  w i th  a p a r t i c i p a t i n g  em p lo ye r who became a
20 member o f  t h i s  system  b e f o r e  J u ly  1 ,  1 9 9 0 ,  i s  s u b je c t  t o  t h i s  c h a p t e r .
21 *  Sec . 4 .  AS 1 4 . 2 5 . 0 4 5 ( a )  i s  amended to  r e a d :
22 ( a )  An employee o r  f o rm e r  emp loyee o f  th e  N a t i o n a l  E d u c a t io n
23 A s s o c i a t i o n  o f  A la s k a  f i r s t  h i r e d  b e f o r e  J u l y  1 , 1 9 9 0 ,  may p a r t i c i p a t e
24 i n  th e  system  unde r t h i s  c h a p te r  i f
25 ( 1 )  th e  employee o r  f o rm e r  emp loyee p o s s e s s e s  o r  i s  e l i g i -
26 b l e  t o  p o s s e s s  a t e a c h e r  c e r t i f i c a t e  unde r AS 1 4 .2 0 .0 2 0 ^  and
27 ( 2 )  th e  employee o r  f o rm e r  emp loyee o f  th e  N a t i o n a l  Educa-
28 t i o n  A s s o c i a t i o n  o f  A la s k a  pays a l l  r e t r o a c t i v e  c o n t r i b u t i o n s  r e q u i r e d
29 t o  be made unde r t h i s  c h a p t e r .
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*  Sec . 5 .  AS 1 4 . 2 5 . 0 4 7  i s  amended t o  r e a d :
Sec . 1 4 . 2 5 . 0 4 7 .  PARTICIPATION BY SPECIAL EDUCATION SERVICE 

AGENCY EMPLOYEES. An emp loyee o f  th e  S p e c i a l  E du c a t io n  S e r v i c e  Agency 
f i r s t  h i r e d  b e f o r e  J u l y  1 .  1 9 9 0 .  may p a r t i c i p a t e  i n  th e  r e t i r e m e n t  
fund unde r t h i s  c h a p t e r  i f

( 1 )  th e  employee p o s s e s s e s  o r  i s  e l i g i b l e  t o  p o s s e s s  a 
t e a c h e r  c e r t i f i c a t e  unde r AS 1 4 . 2 0 . 0 2 0 ;  and

( 2 )  th e  employee pays a l l  r e t r o a c t i v e  c o n t r i b u t i o n s  r e ­
q u i r e d  t o  be made unde r t h i s  c h a p te r .

*  Sec . 6 .  AS 1 4 . 2 5 . 1 1 5 ( a )  i s  amended t o  r e a d :
( a )  A t e a c h e r  i n  membership s e r v i c e  on o r  a f t e r  J u l y  1 ,  1 9 7 7 ,

and b e f o r e  J u l y  1 ,  1 9 9 0 ,  who i s  a p p o in t e d  t o  r e t i r e m e n t  on o r  a f t e r  
J u ly  1 ,  1 9 7 8 ,  may e l e c t  t o  a p p ly  unused s i c k  le a v e  c r e d i t  i n  computing 
the  t o t a l  number o f  y e a r s  o f  c r e d i t e d  s e r v i c e  unde r AS 1 4 . 2 5 . 1 1 0 ( d )  
excep t f o r  s i c k  l e a v e  e a rn ed  w h i l e  p a r t i c i p a t i n g  i n  th e  o p t i o n a l  
u n i v e r s i t y  r e t i r e m e n t  p rog ram  unde r AS 1 4 . 4 0 . 6 6 1  - 1 4 . 4 0 . 7 9 9  o r  i n  th e  
d e f i n e d  c o n t r i b u t i o n  p la n  unde r AS 3 9 . 3 8 . To o b t a i n  s e r v i c e  c r e d i t  
. j v  unused s i c k  l e a v e ,  a  t e a c h e r  must a p p ly  t o  th e  a d m in i s t r a t o r  no 
l a t e r  th an  one y e a r  a f t e r  appo in tm en t t o  r e t i r e m e n t .  Unused s i c k  
l e a v e  s h a l l  be c r e d i t e d  on a d a y - f o r - d a y  b a s i s  i n  acco rdance  w i th  th e  
t a b l e  f o r  s e r v i c e  a f t e r  J u l y  1 , 1 9 6 9 ,  c o n ta in e d  i n  AS 1 4 . 2 5 . 2 2 0 ( 4 3 ) .  
T eache r c o n t r i b u t i o n s  may n o t  be r e q u i r e d  f o r  c r e d i t e d  unused s i c k  
l e a v e .

*  Sec . 7 .  AS 1 4 . 2 5 . 1 4 3 ( a )  i s  amended t o  re a d :
( a )  I f  th e  system  i s  de te rm in ed  t o  be f u l l y  funded f o r  th e  y e a r  

and i f  [WHEN] th e  a d m in i s t r a t o r  d e te rm in e s  t h a t  th e  c o s t  o f  l i v i n g  has 
in c r e a s e d  and t h a t  th e  f i n a n c i a l  c o n d i t i o n  o f  th e  system  p e rm i t s ,  th e  
a d m in i s t r a t o r  s h a l l  i n c r e a s e  b e n e f i t  payments t o  p e rs o n s  r e c e i v i n g  
b e n e f i t s  u nde r t h i s  sy s tem .
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1 *  Sec . 8 .  AS 1 4 . 2 5 . 2 2 0 ( 4 0 )  i s  amended t o  r e a d :
2 ( 4 0 )  " t e a c h e r "  o r  "member" means a p e r s o n  f i r s t  h i r e d  b e f o r e
3 J u l y  1 . 1 9 9 0 ,  who i s  e l i g i b l e  t o  p a r t i c i p a t e  i n  th e  system  and who i s
4 c o v e re d  by th e  s y s t e m, o t h e r  th an  a p e r s o n  who i s  p a r t i c i p a t i n g  i n  th e
5 d e f i n e d  c o n t r i b u t i o n  p l a n , l im i t e d  t o
6 (A ) a c e r t i f i c a t e d  f u l l - t i m e  o r  p a r t - t im e  e lem en ta ry
7 o r  se conda ry  t e a c h e r ,  a c e r t i f i c a t e d  s c h o o l  n u r s e ,  o r  a c e r t i f -
8 i c a t e d  p e r s o n  i n  a p o s i t i o n  r e q u i r i n g  a te a c h in g  c e r t i f i c a t e  as a
9 c o n d i t i o n  o f  employment i n  a p u b l i c  s c h o o l  o f  th e  s t a t e ;

10 (B )  th e  com m iss ione r o f  e d u c a t io n  and a l l  s u p e r v i s o r y
11 p o s i t i o n s  i n  th e  Depa rtm ent o f  E d u c a t io n ;
12 (C )  a f u l l - t i m e  o r  p a r t - t im e  t e a c h e r  o f  th e  U n i v e r s i t y
13 o f  A la s k a  o r  a p e r s o n  occupy ing  a f u l l - t i m e  a d m in i s t r a t i v e  p o s i -
14 t i o n  a t  th e  U n i v e r s i t y  o f  A la s k a  which r e q u i r e s  academic s t a n d -
15 in g ;  th e  a p p ro v a l  o f  th e  a d m in i s t r a t o r  must be o b ta in e d  b e f o r e  an
16 a d m in i s t r a t i v e  p o s i t i o n  q u a l i f i e s  f o r  membership i n  the sy s tem ;
17 how eve r ,  a t e a c h e r  o r  a d m in i s t r a t i v e  p e rs o n  a t  th e  u n i v e r s i t y  who
18 i s  p a r t i c i p a t i n g  i n  th e  o p t i o n a l  u n i v e r s i t y  r e t i r e m e n t  p rog ram
19 unde r AS 1 4 . 4 0 . 6 6 1  - 1 4 . 4 0 . 7 9 9  i s  n o t  a member unde r t h i s  sy s tem ;
20 (D )  a s t a t e  l e g i s l a t o r  who e l e c t s  membership unde r
21 AS 1 4 . 2 5 . 0 4 0 ( b ) ;
22 *  Sec. 9 .  AS 2 2 . 2 5 . 0 1 2 ( c )  i s  amended to  r e a d :
23 ( c )  An a d m in i s t r a t i v e  d i r e c t o r  f i r s t  h i r e d  b e f o r e  J u ly  1 ,  199C1,
24 who w ithd raw s f rom  th e  j u d i c i a l  r e t i r e m e n t  system  unde r ( b )  o f  t h i s
25 s e c t i o n  i s  e l i g i b l e  f o r  membership i n  th e  p u b l i c  em p lo yees '  r e t i r e m e n t
26 system  (AS 3 9 . 3 5 )  and s h a l l  r e c e i v e  c r e d i t e d  s e r v i c e  i n  th a t  system
27 f o r  s e r v i c e  re n d e re d  as a d m in i s t r a t i v e  d i r e c t o r .  An a d m in i s t r a t i v e
28 d i r e c t o r  h i r e d  on o r  a f t e r  J u l y  1 .  1 9 9 0 ,  who w ithd raw s from  th e  j u d i -
29 c i a l  r e t i r e m e n t  system  i s  e l i R i b l e  f o r  membership i n  the  d e f in e d
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To be1 c o n t r i b u t i o n  p l a n  (AS 3 9 . 3 8 )  f rom  th e  d a te  o f  w i th d raw a l .
f ... ,, ...i •' M .
2 e l i g i b l e  f o r  membership i n  th e  p u b l i c  emp loyees ' r e t i r e m e n t  system
3 unde r t h i s  s u b s e c t i o n ,  th e  a d m in i s t r a t i v e  d i r e c t o r  must c o n t r i b u t e  t o
4 the  p u b l i c  em p loyees ' r e t i r e m e n t  system
5 ( 1 )  th e  amount t h a t  wou ld have been c o n t r ib u t e d  i f  th e
6 a d m in i s t r a t i v e  d i r e c t o r  had been a member d u r in g  th e  p e r i o d  o f  th e
7 membership i n  th e  j u d i c i a l  r e t i r e m e n t  sy s tem ; and
8 ( 2 )  any c o n t r i b u t i o n s  f o r  s e r v i c e  as a d m in i s t r a t i v e  8 d i r e c -
9 t o r  re fu n d e d  f rom  th e  p u b l i c  emp loyees ' r e t i r e m e n t  system  a t  th e  t im e

10 th e  a d m in i s t r a t i v e  d i r e c t o r  became a member o f  th e  j u d i c i a l  r e t i r e m e n t
11 system .
12 *  Sec . 10 . AS 2 2 . 2 5 . 0 1 2  i s  amended by add ing  a new s u b s e c t i o n  t o  re a d :
13 ( d )  An a d m in i s t r a t i v e  d i r e c t o r  who chooses t o  w ithd raw  f rom  th e
14 j u d i c i a l  r e t i r e m e n t  system  and p a r t i c i p a t e  i n  th e  d e f i n e d  c o n t r i b u t i o n
15 p la n  must c o n t r i b u t e  t o  th e  p l a n  th e  amount r e q u i r e d  unde r ( c )  o f  t h i s
16 s e c t i o n  f o r  p a r t i c i p a t i o n  i n  th e  p u b l i c  em p loyees ' r e t i r e m e n t  system .
17 The j u d i c i a l  r e t i r e m e n t  system  s h a l l  t r a n s f e r  t o  th e  d e f i n e d  c o n t r i b u -
18 t i o n  p la n  th e  amount i n  the  employee c o n t r i b u t i o n  a c c ou n t ,  th e  amount
19 o f  th e  em p lo ye r c o n t r i b u t i o n s ,  and i n t e r e s t  ea rn ed  on b o th  employee
20 and em p loye r c o n t r i b u t i o n s  as r e q u i r e d  o f  th e  p u b l i c  em p lo yees '  r e -
21 t i r em en t  system  f o r  members o f  t h a t  sy s tem .
22 *  Sec . 11 . AS 3 7 .1 3  i s  amended by add ing  a new s e c t i o n  t o  re a d :
23 Sec . 3 7 . 1 3 . 1 2 5 .  ASSETS OF THE DEFINED CONTRIBUTION PLAN. I f
24 re q u e s te d  by the  R e t i rem en t  Boa rd  unde r AS 3 9 . 3 8 . 2 2 0 ,  th e  b o a rd  o f
25 t r u s t e e s  may manage and i n v e s t  th e  a s s e t s  o f  th e  d e f in e d  c o n t r i b u t i o n
26 p la n  f o r  a l im i t e d  p e r i o d  o f  t im e . The b o a rd  o f  t r u s t e e s  may impose
27 c o n d i t i o n s  t o  i t s  accep tance  o f  th e  r e s p o n s i b i l i t y .  The b o a rd  o f
28 t r u s t e e s  s h a l l  comply w i th  AS 3 7 . 1 3 . 1 2 0  i n  th e  in ve s tm en t o f  th e
29 a s s e t s  and s h a l l  s e p a r a t e ly  accoun t f o r  th e  e a rn in g s  o f  th e  a s s e t s .
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1 *  Sec. 1 2 .  AS 3 7 . 1 3 . 1 2 5  i s  r e p e a le d  and re e n a c te d  t o  r e a d :
2 Sec . 3 7 . 1 3 . 1 2 5 .  ASSETS OF THE DEFINED CONTRIBUTION PLAN. I f
3 re q u e s te d  by th e  S t a t e  In ve s tm en t Boa rd  unde r AS 3 9 . 3 8 . 2 2 0 ,  th e  b o a rd
4 o f  t r u s t e e s  may manage and i n v e s t  th e  a s s e t s  o f  th e  d e f i n e d  c o n t r i b u -
5 t i o n  p l a n  f o r  a l im i t e d  p e r i o d  o f  t im e .  The b oa rd  o f  t r u s t e e s  may
6 impose c o n d i t i o n s  t o  i t s  accep tan ce  o f  th e  r e s p o n s i b i l i t y .  The b o a rd
7 o f  t r u s t e e s  s h a l l  comply w i th  AS 3 7 . 1 3 . 1 2 0  i n  th e  in v e s tm en t  o f  th e
8 a s s e t s  and s h a l l  s e p a r a t e l y  accoun t f o r  the  e a rn in g s  o f  th e  a s s e t s .
9 *  Sec . 13 . AS 3 9 . 3 5 . 1 2 0  i s  amended t o  r e a d :

10 Sec . 3 9 . 3 5 . 1 2 0 .  COMMENCEMENT OF PARTICIPATION. ( a )  U n le s s  the
11 employee has e l e c t e d  t o  p a r t i c i p a t e  i n  the  d e f i n e d  c o n t r i b u t i o n  p l a n
12 unde r AS 3 9 . 3 8 .  an [AN] employee o f  th e  s t a t e  who was f i r s t  h i r e d
13 b e f o r e  J u l y  1 ,  1 9 90 ,  s h a l l  be in c lu d e d  i n  t h i s  system  upon commence-
14 ment o f  employment w i th  th e  s t a t e ,  o r  on Janua ry  1 ,  1 9 6 1 ,  w h ich eve r  i s
15 l a t e r .  U n le s s  an employee has e l e c t e d  t o  p a r t i c i p a t e  i n  th e  o p t i o n a l
16 u n i v e r s i t y  r e t i r e m e n t  p rog ram  unde r AS 1 4 .4 0 . 6 6 1  - 1 4 . 4 0 . 7 9 9  o r  th e
17 d e f in e d  c o n t r i b u t i o n  p la n  unde r AS 3 9 . 3 8 , an emplo jree o f  a p o l i t i c a l
18 s u b d i v i s i o n  o r  p u b l i c  o r g a n i z a t i o n  t h a t  becomes an em p lo ye r  who was
19 f i r s t  h i r e d  b e f o r e  J u l y  1 .  1 9 9 0 ,  s h a l l  be in c lu d e d  i n  th e  system  on
20 the  e f f e c t i v e  d a te  o f  th e  em p lo y e r 's  p a r t i c i p a t i o n  o r  th e  d a te  o f  the
21 em p lo ye e 's  commencement o f  employment w i th  th e  em p lo y e r ,  w h ich eve r  i s
22 l a t e r .
23 (b )  I n c l u s i o n  i n  the  system  i s  a c o n d i t i o n  o f  employment f o r  an
24  employee who was f i r s t  h i r e d  b e f o r e  J u l y  1 ,  1 9 9 0 ,  ex cep t as o t h e rw is e
25 p r o v id e d  f o r  an e l e c t e d  o f f i c i a l , an employee who has  e l e c t e d  t o
26 p a r t i c i p a t e  i n  the  d e f i n e d  c o n t r i b u t i o n  p l a n  unde r AS 3 9 . 3 8 ,  and f o r
27 an emp loyee o f  th e  u n i v e r s i t y  who has e l e c t e d  to  p a r t i c i p a t e  i n  th e
28 o p t i o n a l  u n i v e r s i t y  r e t i r e m e n t  p rog ram  unde r AS 1 4 . 4 0 . 6 6 1  - 1 4 . 4 0 . 7 9 9 .
29 *  Sec . 14 . AS 3 9 . 3 5 . 1 5 8  i s  amended t o  re a d :

H B 0 5 7 9 A -19- H B  579



Sec . 3 9 . 3 3 . 1 5 8 .  ADMINISTRATIVE DIRECTOR OF COURTS. An adra in is
d i r e c t o r  o f  th e  A la s k a  C ou r t System f i r s t  h i r e d  b e f o r e  J u l y  12 t r a t i v e

3 1 9 9 0 ,  [COURT SYSTEM] who w ithd raw s f rom  th e  j u d i c i a l  r e t i r e m e n t  system
4 unde r AS 2 2 . 2 5 . 0 1 2  and who has n o t  e l e c t e d  t o  p a r t i c i p a t e  i n  th e
5 d e f i n e d  c o n t r i b u t i o n  p l a n  i s  e l i g i b l e  f o r  membership i n  the system
6 and s h a l l  r e c e i v e  c r e d i t e d  s e r v i c e  i n  th e  system  f o r  s e r v i c e  re n d e re d
7 as a d m in i s t r a t i v e  d i r e c t o r .  To be e l i g i b l e  f o r  membership i n  th e
8 system  unde r t h i s  s u b s e c t i o n ,  th e  a d m in i s t r a t i v e  d i r e c t o r  must con-
9 t r i b u t e  t o  th e  system

10 ( 1 )  th e  amount th e  d i r e c t o r  wou ld have c o n t r ib u t e d  i f  th e
11 d i r e c t o r  had been a member d u r in g  th e  d i r e c t o r ' s  p e r i o d  o f  membership
12 i n  the  j u d i c i a l  r e t i r e m e n t  sy s tem ; and
13 ( 2 )  any c o n t r i b u t i o n s  f o r  s e r v i c e s  as a d m in i s t r a t i v e  d i r e c -
14 t o r  re fu n d e d  by th e  system  a t  th e  t im e th e  d i r e c t o r  became a member o f
15 th e  j u d i c i a l  r e t i r e m e n t  sy s tem .
16 *  Sec . 1 5 .  AS 3 9 . 3 5 . 4 7 5 ( a )  i s  amended to  r e a d :
17 ( a )  I f  th e  a d m in i s t r a t o r  d e te rm in e s  th a t  th e  system  i s  f u l l y
18 funded  f o r  th e  y e a r ,  [ONCE EACH YEAR] th e  a d m in i s t r a t o r  s h a l l  i n c r e a s e
19 b e n e f i t  payments t o  e l i g i b l e  d i s a b l e d  members, t o  p e rs o n s  age 60 o r
20 o l d e r  r e c e i v i n g  b e n e f i t s  unde r t h i s  system  i n  th e  p r e c e d in g  c a le n d a r
21 y e a r ,  and t o  p e rson s  who have r e c e i v e d  b e n e f i t s  unde r t h i s  system  f o r
22 a t  l e a s t  f i v e  y e a r s  who a r e  n o t  o th e rw is e  e l i g i b l e  f o r  an i n c r e a s e
23 unde r t h i s  s e c t i o n .
24 *  Sec . 1 6 .  AS 3 9 . 3 5 . 6 8 0 ( 2 1 )  i s  amended t o  re a d :
25 ( 2 1 )  "member" o r  "em p loyee "
26 (A ) means a p e r s o n  e l i g i b l e  t o  p a r t i c i p a t e  i n  the
27 system  who was f i r s t  h i r e d  b e f o r e  J u l y  T, 1 9 90 ,  and who i s  cov -
28 e r e d  by th e  sys tem ;
29 (B )  in c lu d e s
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( i )  a c t i v e  member;

( i i )  i n a c t i v e  member;
( i i i )  v e s t e d  member;
( i v )  d e f e r r e d  v e s t e d  member;
( v )  n o n -v e s t e d  member;

( v i )  d i s a b l e d  member;
( v i i )  r e t i r e d  member;

(C )  does n o t  i n c lu d e
( i )  f o rm e r  members;

( i i )  p e r s o n s  compensated on a c o n t r a c t u a l  o r  f e e
b a s i s ;

( i i i )  c a s u a l  o r  emergency w o rk e rs  o r  nonpermanent 
emp loyees as d e f i n e d  i n  AS 3 9 . 2 5 . 2 0 0 ;

( i v )  p e r s o n s  c o v e red  by th e  A la s k a  T e a c h e r s 1
R e t i r em en t  S y s t em, th e  d e f i n e d  c o n t r i b u t i o n  p l a n ,  o r  th e  
o p t i o n a l  u n i v e r s i t y  r e t i r e m e n t  p rog ram ;

( v )  em p loyees o f  th e  d i v i s i o n  o f  m a r in e  t r a n s p o r ­
t a t i o n  engaged i n  o p e r a t i n g  th e  s t a t e  f e r r y  system  who a r e  
c o ve red  by a u n io n  o r  g roup  r e t i r e m e n t  system  t o  which th e  
s t a t e  makes c o n t r i b u t i o n s ;

( v i )  j u s t i c e s  o f  th e  supreme c o u r t  o r  ju d g e s  o f
th e  c o u r t  o f  a p p e a ls  o r  o f  th e  s u p e r i o r  o r  d i s t r i c t  c o u r t s
o f  A la s k a ;

( v i i )  th e  a d m in i s t r a t i v e  d i r e c t o r  o f  c o u r t s  ap ­
p o in t e d  unde r a r t .  I V ,  s e c .  16 o f  th e  s t a t e  c o n s t i t u t i o n  
u n le s s  th e  d i r e c t o r  becomes a member unde r AS 3 9 . 3 5 . 1 5 8 ;  and 

( v i i i )  members o f  th e  e l e c t e d  p u b l i c  o f f i c e r s ’
r e t i r e m e n t  system  ( f o rm e r  AS 3 9 . 3 7 ) ;

(D )  may in c lu d e  emp loyees o f  th e  d i v i s i o n  o f  m a r in e
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t r a n s p o r t a t i o n  e x c lu d ed  unde r ( C ) ( v )  o f  t h i s  p a ra g ra p h  p r o v id e d  
t h a t

( i )  th e  S t a t e  o f  A la s k a  f o rm a l l y  ag re e s  t o  t h e i r  
i n c l u s i o n  th ro u g h  th e  p r o c e s s  o f  c o l l e c t i v e  b a rg a in in g ;  and

( i i )  no c o l l e c t i v e  b a rg a in in g  ag reement has th e  
e f f e c t  o f  o b l i g a t i n g  c o n t r i b u t i o n s  made by th e  s t a t e  unde r 
AS 3 9 . 3 0 . 1 5 0  i n  th e  e v en t  th e  s t a t e  resumes p a r t i c i p a t i o n  i n  
th e  f e d e r a l  s o c i a l  s e c u r i t y  sy s tem ;

*  Sec . 1 7 .  AS 3 9 . 3 8 . 9 0 0 ( 3 )  i s  r e p e a le d  and re e n a c te d  t o  r e a d :
( 3 )  " b o a rd "  means th e  S t a t e  In v e s tm en t  B o a rd ;

*  Sec . 18 . AS 3 9 . 5 0 . 2 0 0 ( b )  i s  amended by add ing  a new p a rag rap h  to
12 r e a d :
13 ( 5 0 )  D e f in e d  C o n t r i b u t i o n  R e t i r em e n t  B oa rd  (AS 3 9 . 3 8 . 0 2 0 ) .
14 *  Sec . 19 . S e c t i o n  7 ,  ch . 2 6 ,  SLA 1 9 8 6 ,  as amended by s e c .  7 ,  ch . 1 0 4 ,
15 SLA 1 9 8 9 ,  i s  f u r t h e r  amended t o  r e a d :
16 Sec . 7 .  INDEBTEDNESS ON REEMPLOYMENT. I f  a  p a r t i c i p a n t  i n  the
17 r e t i r e m e n t  i n c e n t i v e  p rog ram  i s  re em p lo yed  as a member o f  the  P u b l i c
18 Emp loyees' R e t i r em en t  System unde r AS 3 9 . 3 5 ,  th e  o p t i o n a l  u n i v e r s i t y
19 r e t i r e m e n t  p rog ram  unde r AS 1 4 . 4 0 . 6 6 1  - 1 4 . 4 0 . 7 9 9 ,  th e  d e f i n e d  c o n t r i -
20 b u t i o n  p l a n  un de r  AS 3 9 . 3 8 ,  o r  th e  T e a c h e r s '  R e t i r em en t  System unde r
21  AS 1 4 .2 5  a f t e r  appo in tm en t t o  r e t i r e m e n t  unde r th e  p rog ram , th e  p a r -
22 t i c i p a n t  l o s e s  th e  i n c e n t i v e  c r e d i t  r e c e i v e d  unde r s e c .  5 ( c )  o f  t h i s
23 Act and i s  in d e b te d  t o  the  sy s tem . The amount o f  th e  in d eb te dn e s s  i s
24 e q u a l  t o  110 p e rc e n t  o f  th e  amount th e  p a r t i c i p a n t  r e c e i v e d  as a
25 r e s u l t  o f  p a r t i c i p a t i o n  i n  th e  p rog ram  f o r  wh ich th e  p a r t i c i p a n t  was
26 n o t  o th e rw is e  e n t i t l e d ,  i n c lu d in g  th e  c o s t  o f  h e a l t h  i n s u ra n c e .  The
27 p a r t i c i p a n t  i s  e n t i t l e d  t o  a c r e d i t  t o  be a p p l i e d  a g a in s t  th e  r e -
28 employment in d e b te dn e s s  i n  th e  amount th e  p a r t i c i p a n t  has p a id  unde r
29 s e c .  5 ( d )  o f  t h i s  A c t .  I n t e r e s t  a c c ru e s  on th e  in d eb te dn e s s  a t  the
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1 r a t e  e s t a b l i s h e d  by r e g u l a t i o n  f rom  th e  d a te  o f  reemployment u n t i l  the
2 member i s  a p p o in te d  t o  r e t i r e m e n t  and a c cep ts  an a c t u a r i a l  ad ju s tm en t
3 t o  th e  member's f u t u r e  b e n e f i t s  o r  u n t i l  th e  amount i s  p a id  i n  f u l l .
4 *  Sec . 2 0 .  S e c t i o n  9 ( a ) ,  ch . 8 9 ,  SLA 1 9 8 9 ,  i s  amended t o  r e a d :
5 ( a )  I f  a  p a r t i c i p a n t  i n  th e  r e t i r e m e n t  i n c e n t i v e  p rog ram  i s
6 re em p lo yed  as a  member o f  th e  p u b l i c  em p lo yees '  r e t i r e m e n t  system
7 unde r AS 3 9 .3 5 ^  [OR] the t e a c h e r s '  r e t i r e m e n t  system  unde r AS 1 4 .2 5^
8 o r  th e  d e f i n e d  c o n t r i b u t i o n  p l a n  unde r AS 3 9 . 3 8 ,  a f t e r  appo in tm ent to
9 r e t i r e m e n t  unde r th e  r e t i r e m e n t  i n c e n t i v e  p rog ram , th e  p a r t i c i p a n t

10 l o s e s  th e  i n c e n t i v e  c r e d i t  r e c e i v e d  unde r s e c .  2 ( g )  o f  t h i s  Act and i s
11 in d e b te d  t o  th e  sys tem . The amount o f  th e  in d e b te dn e s s  i s  e q u a l  to
12 110 p e rc e n t  o f  the amount th e  p a r t i c i p a n t  r e c e i v e d  as a r e s u l t  o f  p a r -
13 t i c i p a t i o n  i n  the  p rog ram  t o  wh ich th e  p a r t i c i p a n t  was n o t  o th e rw is e
14 e n t i t l e d ,  i n c lu d in g  the c o s t  o f  h e a l t h  i n s u ra n c e .  The p a r t i c i p a n t  i s
15 e n t i t l e d  t o  a c r e d i t  t o  be a p p l i e d  a g a in s t  th e  reemp loyment in d e b te d -
16 n e s s  i n  th e  amount th e  p a r t i c i p a n t  has p a id  unde r s e c .  2 ( e )  o r  ( f )  o f
17 t h i s  A c t .  I n t e r e s t  a c c ru e s  on th e  in d eb te d n e s s  a t  th e  r a t e  e s ta b -
18 l i s h e d  by r e g u l a t i o n  f rom  th e  d a te  o f  reemployment u n t i l  th e  member i s
19 a p p o in t e d  to  r e t i r e m e n t  and a c c ep ts  an a c t u a r i a l  a d ju s tm en t  t o  the
20 member's f u t u r e  b e n e f i t s  o r  u n t i l  th e  amount i s  p a id  i n  f u l l .
21 *  Sec . 2 1 .  AS 3 9 . 3 3 . 0 2 0  i s  r e p e a le d .
22 *  Sec . 2 2 .  N o tw i th s ta n d in g  AS 3 9 . 3 8 . 2 1 0 ,  en ac ted  by s e c .  1 o f  t h i s  A c t ,
23 th e  emp loyee c o n t r i b u t i o n  r a t e  i n  e f f e c t  f o r  a p o s i t i o n  on June 3 0 ,  1 990 ,
24 s h a l l  be th e  employee c o n t r i b u t i o n  r a t e  f o r  t h a t  p o s i t i o n  u n t i l  th e  r a t e  i s
25 amended by th e  R e t i r em en t  B oa rd .
26 *  Sec . 2 3 .  Except f o r  s e c s .  1 2 ,  1 7 ,  and 21  o f  t h i s  A c t ,  t h i s  Act ta ke s
27 e f f e c t  J u l y  1 ,  1 9 90 .
28 *  Sec . 2 4 .  S e c t io n s  1 2 ,  1 7 ,  and 21 o f  t h i s  Act t a k e  e f f e c t  o n ly  i f  an
29 Act i s  en ac ted  by th e  S i x t e e n t h  A la s k a  S t a t e  L e g i s l a t u r e  t h a t  c r e a t e s  a



■
1 S t a t e  In ve s tm en t Boa rd  t o  manage and i n v e s t  s t a t e  r e t i r e m e n t  fu n d s .  I f
2 th o se  s e c t i o n s  t a k e  e f f e c t ,  th e y  ta k e  e f f e c t  on th e  l a t e r  o f  J u l y  1 ,  1 9 90 ,
3 and th e  d a te  on which th e  S t a t e  In ve s tm en t B oa rd  assumes i t s  d u t i e s  t o
4  manage and i n v e s t  th e  a s s e t s  o f  th e  p u b l i c  em p lo yees '  r e t i r e m e n t  sys tem .

$
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The purpose of this analysis is to review alternative retirement programs 

available to the State of Alaska and discuss the advantages of each type of 

program. Section 2 discusses the traditional defined benefit and definedprogram. Section 2 discusses the traditional defined benefit and defined 

contribution plans. Section 3 describes some hybrid plans, combining 

features from both defined benefit and defined contribution plans. Section A 

contains some basic questions on retirement needs which should be 

addressed before a change in retirement program is made. Section 5 

contains other issues which will affect employees’ retirement benefits 

depending on the type of plan used. Section 6 contains a description of the 

types of retirement vehicles available to the State of Alaska.
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DEFINED BENEFIT VS. DEFINED CONTRIBUTION

The Employee Retirement Income Security Act of 1974 coined the terms

defined benefit and defined contribution and then classified all retirement 

plans as one or the other. Since ERISA, innovations in retirement planning 

have breached the wall between defined benefit and defined contribution 

plans by dressing up plans on one side with attractive features from the other 

side. Today, many kinds of hybrid plans have been developed, combining 

features of both approaches. The basic categories, however, are still valid.

Defined Benefit

Defined benefit plans promise to pay participants a specified benefit, 

usually a percentage of final pay, at retirement for the participant’s 

lifetime. Tnerefore, defined benefit plans provide security of retirement 

income. Employees do not share the risk of poor investment 

performance, so there are no problems with participants making the 

wrong investment decisions and suffering as a result. Generally, money 

buys more retirement income for retirees in a defined benefit plan 

because benefits build up more slowly and employees who leave the 

system take away smaller entitlements as separation benefits. Employers 

are spared the expense and trouble of complicated recordkeeping and 

allocations and have a certain degree of flexibility in their plan 

contributions. For example, when an employer enters PERS, the 

employer may choose the amount of past service, if any, to grant 

employees, which will affect the employer’s contribution rate.



keep the plans visible to employees. Such plans can easily accept 

employee contributions, encouraging people to save for their own 

retirement and take some of the burden off the employer’s shoulders. 

Defined contribution plans can offer investment options, so that 

employees can attempt to choose the risk/reward profile best suited to 

their own financial circumstances. Benefits usually build up faster and 

vesting tends to be more rapid, which is attractive to employees who 

intend to change jobs. They can usually take lump-sum settlements with 

them to another employer plan or roll them over into an IRA. The SBS 

System is an example of a defined contribution plan.

While it is more common for defined contribution plans to accept employee 

contributions, in the public sector defined benefit plans also commonly require 

employee contributions. This is because of Section 414(h) of the internal 

Revenue Code, which allows public entities to "pick up" employee 

contributions, converting them to pre-tax contributions, in any qualified 

retirement program. Tne State of Alaska is taking advantage of this in PERS, 

TRS and SBS.

IM W M OTM
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A number of hybrid plans have been developed since ERISA, which combine 
. . . . _ . . _ . . . .

Target Defined Contribution Plan

A target plan is a defined contribution plan which sets the employer 

contribution rate such that contributions are expected to accumulate to 

a target replacement income at retirement. The contribution for each 

individual is changed every year as the individual’s salary changes. 

Younger employees, since they have a longer time in which to build up 

account balances, will be allocated smaller contributions. Older 

employees may receive higher contributions due to the shorter time frame 

in which to build up the account balance to the target level. This type 

of plan combines the advantages of targeting a replacement percentage 

of income with the advantages of an account-based plan.

rloor/Offset Plan

Tnis is actually two plans, a defined benefit and a defined contribution 

plan working together. The defined benefit plan provides a minimum 

retirement benefit. If contributions and investment performance are 

acceptable, the defined contribution plan will provide an adequate 

retirement income and the defined benefit ’floor" plan will not activate. 

However, if the defined contribution plan does not provide sufficient 

income at retirement, the floor plan makes up the difference to the 

minimum level. Tnis is basically a defined contribution plan with a 

guaranteed minimum benefit if the defined contribution balance is no: 

aoeouate.
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balances. Employee accounts are credited with a specified contribution 

annually and a specified investment return, both of which may be different 

than the actual contribution to and investment performance of the fund.

Any differences between credited investment performance and actual, . . •, ■ • • . * ,J-\. ■ 1
investment performance, as well as other assumptions as to salary 

increases and turnover, are made up through changes in the required 

employer contribution level. This type of plan was first publicized a few 

years ago when the Bank of America adopted it for its retirement 

program.

C
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The economic, political and social environment in which retirement plans are

conceived and executed has changed greatly In the 1980’s and no doubt will 

continue to change. The global economy seems volatile and unpredictable. 

Congress makes significant changes in employee benefit law with practically 

every year’s tax bill. The federal income tax structure is radically changed by 

tax reform, but few observers believe that the new low rates will stay low. 

The demographics of the work force, already in flux, will have even more 

dramatic changes in the years ahead as the Baby Bust generatie \ follows the 

Baby Boom into the work place.

How can employers make reasonable decisions about long-term 

commitments, such as retirement plans, when so many factors affecting these 

plans are in flux? This is a far more critical question than the old, simplistic 

choice between denned benefit and defined contribution plans.

When seas are stormy, it becomes even more important to have a good 

compass and an accurate understanding of where you want to go. Similarly, 

employers trying to make difficult decisions about retirement plans in an 

environment of change and confusion need to start at a more fundamental 

level: exactly what do they want to accomplish with their retirement program?

Tnis question requires analysis from two, sometimes different, perspectives. 

Analysis of employer needs and assessment of employee needs must both 

be weighed before a unified course can be charted.

Employer priorities can be determined by answering several questions:



etc.)

Can I attract targeted specialists to employ with my organization 

through drafting specialized benefits?

Are the current retirement plans satisfying my organization’s needs?• ■
What can the organization afford vs. benefit gained?
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Can I expect future revenues to satisfy future funding needs?

Retirement planning for employee needs involves several questions:■■B■
How much retirement income is needed?

At what age should full benefits be paid?

How quickly in an employee’s career should benefits build up?

How should the cost of providing retirement income be divided 

between employer and employee?

Only after these questions have been answered is it time to move on the last 

question:

■ What kind of plan, or combination of plans, will accomplish these 

goals?

One way to answer this question is to use a financial model to calculate 

retirement income in terms of replacing the employee's final pay at retirement 

age. We start with the assumption that for an individual employee, 'total 

adequacy" in retirement income means 100% replacement of final earnings 

after taxes. (Some employers may decide that it is alright for employees to 

have a slightly lower standard of living after retirement.)

In this model, 100% replacement includes four components, as shown in 

Chart 1. Tne first is a reduction element, since after retirement people do no: 

oeneraiiv need as much monev to maintain the same standard of livinc

■
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S o c i a l  S e c u r i t y  

i n d i v i d u a l  s a v i n g s

Of the four components, reduction in need and personal savings are the most 

difficult to quantify - and for employers to plan for. Retirement age is another 

important variable.

The answer to the question as it concerns employers is more appropriately 

financial in nature. A determination must be made whether the employer can 

use the retirement plan, in conjunction with other employer sponsored benefits 

to attract and retain quality employees.

Is the strength of the operation or funding source sirong enough to guarantee 

funds into the future?

Can a defined contribution plan attract the specialists that Lhe organization 

needs? If not, shouid there be a combination with a defined benefit plan or 

sole use of a defined benefit Dian?

With this basic model, employers can determine need and answer the above 

questions based on tneir indivicuai circumstances.

Chart 1F o u r  c o m p o n e n t s  o f  r e p l a c i n g  i n c o m e  in r e t i r e m e n t
100%  o f  
f i n a l  p a y

n o t  n e e d e d  i n  r e t i r e m e n t

p r o v i d e d  b y  e m p l o y e r
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Issues which the State must keep in mind in determining the best type of plan 

to serve It’s future needs are as follows:

Geographic Variances

Throughout a state as large and diverse as Alaska, there are vast 

differences in the cost of living from one area to another. There are also 

major socioeconomic differences between the few major urban areas 

and the numerous rural (bush) communities. Not only are all consumer 

goods and housing costlier in a rural setting, social adjustment for those 

reared in an urban setting tend to deter many qualified employees from 

locating in the "bush".

The defined benefit plan can be crafted including provisions which would 

provide incentives, recognizing employment in rural communities. A 

defined contribution plan would be more difficult to craft for providing 

incentives to rural employees, especially If the plan covered employees 

in both urban and rural communities.

Investment Performance

Who should suffer if investment performance is poor, or receive the 

windfall if returns are higher than anticipated? in traditional define: 

contribution pians, the employee bears the entire investment risK. ir



arrangement, the employer bears the Investment risk. The defined** 1 4 ■ .
contribution portion of this arrangement shifts the risk to the employees. 

Account-based plans can place the risk on the employer or the 

employee, depending on plan design. Employees bear the entire risk in 

target plans.

Costs

A primary consideration in retirement planning is the cost to the employer 

to provide a certain level of benefits. Obviously, the first determinant of 

cost is the level of income replacement the company wants to provide. 

Secondly, where should the line be drawn between employer and 

employee responsibilities? Then there is the build-up pattern. It costs 

considerably more to build up benefits early than late. A final 

determinant of cost is how the risk for unforeseen events is assigned.

As discussed earlier, defined benefit plans generally cost less than 

defined contribution plans to provide the same target benefit at 

retirement. This is because of the early build-up pattern of a defined 

contribution plan versus the late bui'd-up pattern of a defined benefit 

olan.

Plan Complexity

Whether a plan can be easily communicated is an issue that should be 

considered in the early stages of planning. It is possible to design a plan 

that perfectly fits the income replacement objectives and allows plenty of 

flexibility for fine tuning, but is almost impossible for employees to 

understand. Overiy-compiicated plans also tend to be difficult to
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Defined contribution plans tend to be more easily understood by: •

jnt-based nature of the plan.. Many of■
the hybrid defined benefit plans attempt to express benefits in an 

account-based manner to help overcome this issue. Good 

communication can often overcome the complexities of any retirement 

program.

Local Area Growth or Decline

Employers may be impacted by a growth or decline in population or 

radical shifts in the economic stability of the area. This is especially true 

in Alaska where the "Boom or Bust" economy seems traditional in the 

"bush" communities. This action can result in a continuous swing of the 

number of employees working for a public employer as the community 

service needs vacillate by population changes.

A traditional defined contribution plan will be affected less by dramatic 

shirts in employee numbers. The contribution rate is set by plan 

document and the cost to the employer will always be in direct 

proportion to the number of employees working. There are advantages 

for employees under these circumstances because of the portability of 

the contributions from one employer to another or to a private tax 

qualified plan.

Issues which the State must keep in mind in determining the best type of plan

to serve the future needs of it’s employees are as follows:
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Fast-track employees do not have the standard salary progression that

retirement planners anticipate. Under certain kinds of plan design,

particularly the traditional defined contribution plan, they will be penalized

compared to other employees who have achieved the same final salary

in a more predictable fashion. Under the defined benefit design, the plan

compensates to make up the difference. All of the hybrid types of plans 

mentioned help compensate for unexpected salary changes.

Special Benefit Increases

This would include paying additional benefits for early retirement or 

disability, providing post-retirement increases in benefits, or changing 

overall objectives for adequate retirement income. Defined benefit plans 

have traditionally been a better vehicle for providing immediate changes 

in benefit levels. This is primarily because the employer can pay for 

these "unfunded liabilities" after the fact through increased contributions. 

It would be practically impossible to provide post-retirement pension 

adjustments in a defined contribution type of plan.

Portability

The State has over 40,000 employees in a variety of jobs. Currently there 

are numerous retirement programs covering these employees, including 

PERS, TRS, JRS, National Guard, EPORS, UVPARP and SBS. Many 

employees also moved to Alaska to take jobs, bringing with them service 

and retirement benefits from other State and private retirement plans. 

Employees move among the retirement systems, creating a need for 

effective Dortabilitv.

Traditional defined contribution plans generally provide portability easier 

tnan defined benefit plans. Account balances mav simolv be withdrawn
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from one system and rolled into another system without loss of earnings

' ■ SS : ,„ « , ■ . 1or years of service. This also keeps all of an employee s money in the. . . .  ̂ L U i « I ^system in which he or she is currently employed.

Defined benefit plans are more difficult to make portable. Particularly final 

average pay plans, such as PERS and TRS, raise issues of equity. If an 

employee works under TRS for ten years and then PERS for ten years, 

should the ultimate benefit be split 50/50 between the two systems or 

should PERS pay a larger portion of the benefit if the employee’s final 

average earnings are larger than earnings under TRS? This and other 

issues may be resolved in a defined benefit plans, however, the defined 

contribution plan provides a more effective vehicle for portability.

Plan Complexity

The same issues raised above under Plan Complexity are appropriate for 

the employee as well as the employer. As discussed, defined 

contribution plans tend to be more easily understood by employees 

because of the account-based nature of the plan. Many hybrid defined 

benefit plans, however, are overcoming this issue by expressing benefits 

in an account-based manner. Good communication is a key to helping 

employees understand the plans.

Other Pre- and Post-Retirement Medical Benefits 

PERS and TRS currently provide both death and disability benefits to 

participants. Tnese benefits are equal to a percentage of salary 

regardless of age and service, and are generally paid as annuities. 

Defined contribution plans have no mechanism for providing similar types 

of benefits which are not related to benefits accrued under the plan. Tne 

oenefits could be ourchased outside the plans from an insurance carrier 

cr be selr-insureo.



ost-retirement medical erieffls are pro

rave

ates

protecting employees from the volatile cost of medical benefits. On the 

other hand, part of the contribution to a defined contribution plan could 

be earmarked to pay for post-retirement medical benefits. This would 

shift the risk of volatility to the employee unless a mechanism for special 

one-time contributions to retired participant accounts could be made to 

help make up deficiencies.
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I The State of Alaska is a public entity with the following types of retirement

plans available to it:

401(a) Qualified

The State of Alaska can have any type of defined benefit or defined 

contribution money purchase plan which is qualified under Internal 

Revenue Code Section 401(a). The State may not implement a 401 (k) 

(cash or deferred arrangement) profit-sharing plan. PERS, TRS and SBS 

are all retirement programs qualified under Internal Revenue Code 

Section 401(a).

Section 457

The State may have a nonqualified deferred compensation arrangement 

under Internal Revenue Code Section 457. The Deferred Compensation 

Plan (DCP) qualifies under this section of the code. Any nonqualified 

retirement plan established by the State must meet the qualifications of 

Code Section 457.

Tax Sheitered Annuities

The State may implement s tax sheitered annuity (TSA) program which 

allows employees to contribute money to a qualified plan on a tax 

deferred basis.



ME1DINGER
M arch 19, 1990

M r. Robert F. Stalnaker 
Deputy D irector 
State o f Alaska 
Department o f Administration
Division o f Retirement & Benefits 
P .O . Box CR  
Juneau, A K  99811

R e : House Bill 579

D ear Bob :

H ouse Bill 579 would effectively establish a two-tiered retirement structure in 
the State o f Alaska. All new employees would be covered by a defined 
contribution plan, while current employees could elect to remain in the 
defined benefit plan or transfer to the new defined contribution plan. The 
purpose o f this letter is to comment on the bill and its affect on the State 
retirement programs.

The ultimate cost of the new defined contribution plan will simply equal the 
contribution rate established for the plan. 9 .65%  o f payroll. The initial cost to 
the State will be a blending o f the current defined benefit and new defined 
contribution rates, as participation in the defined benefit plan declines and 
participation in the defined contribution plan rises.

Since current employees in the defined benefit plan will be able to opt into 
the defined contribution plan, we would expect some anti-selection to occur: 
employees who would benefit most will elect to transfer. Offsetting this is the 
lower contribution rate required under the defined contribution plan. 
Therefore, we would expect the overall contributions to State retirement 
programs would be approximately the same as they are now. Over time, the 
rates will decrease to 9 .65% .

I have taken an informal survey of M ercer consultants and have found no 
other state or local retirement system which has established a two-tiered 
structure with a defined contribution and defined benefit plan. There are, 
however, numerous city retirement systems, both in the States of Washington 
and Colorado, which have two-tiered defined benefit plans for police and 
firefighters. These systems sometimes occur when a change is made in the 
agency responsible for funding the plan. Both the pian for "old hires" and the 
plan for "new hires" are defined benefit plans in these cases. j
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In addition, we found in Maryland that a two-tiered defined benefit structure 
exists as the result of cost containment measures. This is similar to the 
situation in the Alaska Public Employees’ Retirement System from the 
changes implemented in '986. Some other public sponsors have hybrid plans, 
combining features of detmed benefit and defined contribution plans.

The following are some thoughts on the structure of the bill and how it might 
affect retirement benefits in the State:(1)

(2 )

3

Will health benefits continue to be provided for employees 
participating in the defined contribution plan? Health benefits are 
currently funded in the defined benefit plan. This approach would 
not be possible in a defined contribution plan. A portion of the 
employee’s account may be set aside to provide for health 
benefits, but the full amount needed won’t be known and may not 
be available at retirement.

The bill amends AS 14.25.143(a) and AS 39.35.475(a). allowing for 
increased retirement benefits if the System is determined to be 
fully funded. What does "fully funded" mean?

Is this section of the statutes going to apply to the defined 
contribution plan? If so, how would the additional benefit 
payments be funded? In a defined contribution plan, all gains and 
losses from investment return are allocated to individual accounts, 
so there are no excess assets or unfunded liabilities at any time. 
The same is true for COLA’s. There would be no excess assets 
which could be used to fund the additional 10% for State 
residency.

Both PERS and TRS currently provide for minimum benefits in 
the defined benefit plan. A defined contribution plan could not 
provide for minimum retirement benefits, since there are no 
actuariallv funded benefits. In addition, a defined contribution 
plan cannot .cram past service benefits.
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(4) The bill does not set an employee contribution rate, and limits 
whatever rate is chosen to at least one-haJf of the employer 
contribution rate. Why is this rate not spelled out in the statute? 
In a defined contribution plan, the benefit at retirement simply 
equals the amount of money accumulated in an employee’s 
account. The risk associated with gains and losses from year to 
year is shifted from the employer to the employee. Contribution 
rates are not actuarially determined, and therefore do not fluctuate 
from year to year.

(5) The employer contribution rate is fixed at 9.65% of pay in the 
statute. Where does this rate come from? Is it tied to the 
amount of benefit expected to be provided at retirement?

(6) AS 39.3S.230 should be expanded to provide how and when 
benefits can be paid. The investment contracts for a defined 
contribution plan typically will not dictate the payment options. 
Instead, they can be set by the statutes. Payment of benefits in a 
defined contribution plan is usually a detailed section of the plan 
provisions. For example, lump sum benefits are a common 
payment option under a defined contribution plan.

(7) AS 14.25.035(c) is amended to include actuarial valuations of the
Svstem and a determination of contribution rates and unfunded ¥
liabilities. Is this section applicable to the defined contribution 
plan? Actuarial valuations are not required for defined 
contribution plans, since there are no unfunded liabilities and the 
contribution rates do not varv from vear to vear.

(8) There is no mention of vesting in the new defined contribution 
plan. If vesting is not immediate, forfeitures from non-vested 
terminated employees should be addressed. This money could be 
used to offset employer contributions or it could be reallocated to 
remaining participant accounts.

(9) There appears to be a conflict with the new University of Alaska 
optional University retirement program. Employees will be able to 
choose between rwo defined contribution plans. If the State plan 
orovides a laraer contribution, no employees will elect the* I  V
University plan, effectively eliminatinc it. ,
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The bill as drafted, Bob, would be difficult to administer without some of 
these questions clarified. In addition, significantly different levels of benefits 
would be payable under the new plan compared to the current plans for roost 
employees. A  task force could be established to study the ramifications of a 
defined contribution plan for the State before proceeding with legislation. As 
you recall, the TRS Board requested some information to study this issue at 
their 1989 Fall Board Meeting. Much of that material is germane to the 
issue, including the possibility of certain hybrid arrangements, like floor/offset, 
target benefit or cash balance plans. A  task force should be able to identify 
the problems with the current system and propose appropriate ways to solve 
them.

Bob, these are my initial thoughts on this Bill. I ’ll keep you informed as 
additional information is available. If you have any further questions, please 
let me know.

Sincerely,

c/ m  
Brian R . McGee, FSA 
Principal

BRM/HPG/js
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STATE OF ALASKA 

1990 LEGISLATIVE SESSION
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Bill Version: CSHB 580 (Fin) 
Publish Date:____________ __

FISCAL NOTE
REOUBST:
Revision Date: Aqencv Affected: Alaska State Investment Corp.
Title: Manaqement and investment of BRU:
certain state funds

* ■ _ *. ‘"V '. ‘ vi’*" *
Sponsor: House Finance Components:
Reauestor: House Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1 FY 91 1 FY 92- 1 FY 93 1 FY 94 1 FY 95 1 FY 96
1 OPERATING 1 1 1 1 1 !
| PERSONAL SERVICES | 494.6 | 989.3 | 989.3 | 989.3 | 989.3 | 989.3
| TRAVEL I 0 i 0 | 0 ! 0 1 0 1 o
| CONTRACTUAL 1 7200.9 | 14474.4| 14662.8) If.394.2| 15189.3|15445.8
| SUPPLIBS ! 0 i o l o 1 0 I 0 1 0
| EQUIPMENT I 0 ! o 1 o 1 0 1 0 1 0
[ LANDS Si STRUCTURES j 0 i o i 0 1 0 ! 0 ! o
| GRANTS, CLAIMS i 0 1 0 | 0 I 0 I 0 1 0
1 MISCELLANEOUS 1 0 i 0 i 0 1 0 ! 0 ! o
1 TOTAL OPERATING 1 7695.5 | 15463.71 15652.1| 15883.5| 16178. 6|16435.1

1 CAPITAL 1 0 1 o | 0 1 o 1 0 1 o

1 REVENUE 1 0 1 o | 0 1 o 1 0 1 o

FUNDING: (Thousands of Dollars)
| GENERAL FUND | 0 1 o | 0 1 o 1 0 1 o
| FEDERAL FUNDS | 0 i o | o ! 0 i 0 ! o
| OTHER | 7695.5 | 15463.7) 15652.1| 15883.5) 16178.6|16435.1
1 TOTAL 1 7695.5 | 15463.7| 15652.1| 15883.5| 16178.6)16435.1

POSITIONS:
| FULL-TIME ! 0 1 o | o 1 o 1 0 1 o
1 PART-TIME | 0 1 o | 0 i 0 1 0 1 0
1 TEMPORARY 1 0 1 0 1 o 1 o 1 0 1 0

ANALYSIS: attach a separate page for analysis. Fiscal year 1990 effect is zero.
Fiscal years 1991-1996 are the sum of the amounts deleted from the Treasury budget on 
the attached fiscal note plus estimated common stock management fees for SBS shown on 
the attached schedule.

Prepared By: Hilt Barker 
Division: Treasury

Approved by Commissioner^^
Agency: Department^oi^evenu

Distribution (by preparer) 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 

Impacted Agency(ies)

Phone: 
Date:

Date:

465-2350
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Bill Version: CSHB 580 (Fin) 
Publish Date: . ____
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STATE OF ALASKA 

1990 LEGISLATIVE SESSION

FISCAL NOTE
REOUBST :
Revision Date:_____________________
Title: Management and investment of 
certain state funds________________

Agency A f fe c t e d : Departm ent o f  Revenue 
BRU: T re a su ry  _

S p o n s o r : House F inance Components:,
R e q u e s to r : House F inance
EXPENDITURES/REVENUES: (Thousands o f  D o l l a r s )

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LANDS & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

| (494.6)| (989.3) |(989.3) |(989.3) |(989.3) |(989.3)
I o I o j o  j o  j o  j o
|(7080.2)j(14160.5)j(14160.5)j(14160.5)j(14160.5)j(14160.5)

TOTAL OPERATING J(7574.8)|(15149.8)|(15149.8)|(15149.8)|(15149.8)|(15149.8)

1 CAPITAL 1 o 1 0 1 0 1 0 1 0 1 0

1 REVENUE 1 

FUNDING: (Thousands of Dollars)

o 1 0 1 0 1 0 1 0 1 0

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

j 0 | 0 | 0  | 0 | 0 | 0[ 0 j 0 j 0 | 0 | 0 | 0j (7574.8)| (15149.8)| (15149.8)| (15149.8)| (15149.8)| (15149.8) j (7574.8)j (15149.8)j (15149.8)j (15149.8)j (15149.8)j (15149.8)
POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: attach a separate page for analysis. Fiscal year 1990 effect is zero.
Fiscal years 1992 through 1996 based on the State Investment Corporation assuming 
responsibility for trust fund investments January 1, 1991. The amounts are the 
retirement and endowment funding contained in Treasury's fiscal year 1991 budget. 
Fiscal year 1991 effect is half of the Treasury fiscal year 1991 budget.

Prepared By: Milt Barker
D iv is io n :  T re a su ry

Approved by Commissioner:
Agency: Departm ent o f  Revenue

Distribution (by preparer) 
Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget 
Impacted Agency(ies)

Phone: 465-2350
Date: April 18, 1990_____^  <2D a te :

■ : V  V  J'-i



(1) (2) (3)_________________ (£ Millions)Beginning Fiscal Liquid Year Balance EndingGIC Net Average Investment LiquidMaturities Contributions Balance Earnings Balance Stock PerformanceManagement Custodian Audit Measurement FeesFY91 0 151.1 50.0 100.5 9.0 210.1 53.5FY92 210.1 118.9 55.0 297.1 26.7 410.7 276.3PY93 410.7 96.3 60.0 488.8 44.0 610.9 454.6PY94 610.9 202.9 65.0 744.8 67.0 945.8 692.6PY95 945.8 128.7 70.0 1045.1 94.1 1238.6 971.9FY96 1238.6 60.0 75.0 1306.1 117.5 1491.1 1214.7
TotalFees Fees Fees Fees5.2 10.0 12.0 120.715.6 10.0 12.0 313.925.7 10.0 12.0 502.339.1 10.0 12.0 733.754.9 10.0 12.0 1028.868.6 10.0 12.0 1285.3Notes:1. Column 6, prior year2. From Division of Retirement & Benefits3. Treasury Division estimate based on PY 89 contributions4. Column 1 + (Column 2 + Column 31/25. 91 x Column 46. column 1 + Column 2 + Column 3 + Column 57. Column 4 x .31% per contract x 3J4 asset allocation to common stocks8. Column 4 x 5.25£/fcl000 per contract9. Per contract10. Treasury Division estimate11. Columns 7+8+9+10.
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J R E Q U E S T : _______________________________________________I FISCAL NOTE

Agency Affected: AdministrationRevision Date:_____________________ __________________
Title: An Act relating to management and BRU: Centralized Administrative Services 
Investment of certain State funds

---------------------------------- .
Sponsor: Finance Committee 
Requestor:,. scats Affairs__

Components: Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)
■■OPERATING FY 91 FY 92 TyT J FY 94 FY 9$ FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
CRANTS, CLAIMS
MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

Ca pi tal

revenue

FUNDING: (Thousands of Pol ars)

POSITIONS:

ANALYSIS: (Attach a separate page if necessary)

AG5-22A0

Distribution (by preparer): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

R e v :  1 1 / 8 9

Page _j of _i_

CENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

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

HB 580 does not appear to have any impact on the Division of Finance in its present form. The 
primary changes appear to be wherever.in the Statutes it formerly had "Commissioner of Revenue" 
it will now have "State Investment Board" and a new section of the statutes has been added to 
establish a State Investment Board in the Department of Revenue. The board is to manage and 
invest State funds with the assistance of the Department of Revenue. From discussions with the 
Department of Revenue, they will be DrcDarino^afiscal note f^the^ Impact to them.

Prepared by/^eith Busch. Dkector Phone:
Division: Finance JSi // \ , J ' I Date:

Approved by Commissionfrrr~Fra ri k^S. Baxter ~ Date:
Agency: Department of Administration

4/3K2/031501-0/U2
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and b y  the Public Employees' R etirement B oa rd  and ap po in te d by the" ■' ‘ ■' :■■//<'. ■ : ' '
g o v e r n o r ;6”  *

(4) two p u bl ic  members, ap po inted by the governor;■
-7- 6SHB 5 8 0 (Fin)

Original s p o n s o r ( s ) : Finance Committee

IN THE HOUSE BY THE FINANCE COMMITTEE

CS F O R  HOUSE BILL NO. 580 (Finance)- - '
IN THE LEGIS LA TU RE  OF THE STATE OF A L A S K A: ■ "" ■ '• ■ ' ' • • '.-iv..'
SIXTEENTH LEGI SL AT UR E - S E COND SESSION

A  BILL .̂'rSp’z'.
F or an Act entitled: ''An A c t  relating to m an ag em en t  and i nv es t me nt  of

certain state funds; and providing for an e f f e c t i v e -

date." I

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

* Section 1. AS 37.70 is amended b y  adding n e w  sections to read: Jj

ARTI CL E 5. A L A S K A  STATE INVESTMENT CORPORATION.

- Sec. 37.10.270. A L A S K A  STATE INVESTMENT CORPORATION, (a) There 

is e st ablished the A l a s k a  State Investment Corporation. The c o r p o­

ration is a public corporation a nd g overnment in st ru mentality in the 

Department of Reve nu e m a na ge d  by a b o a rd  of directors. The p u r p o s e  of 

the corporation is to prov id e  pro fe ss io n al  management a nd investment 

of state trust funds a nd other state funds u p o n  agreement w i t h  the 

managers of those funds.

(b) The board consists of seven v o ti ng  members:

(7) one member, no mi n at ed  b y  the Teachers' R et ir em en t Board 

and ap p oi nt ed  b y  the governor, w h o  is a m em be r of the teachers' r e­

tirement system;

(2) one member, nom in at ed  b y  the Public Employees' R e t i r e­

ment  Bo ar d and appointed b y  the governor, w h o  is a m e m b e r  of the 

public employees' retirement system;

(3) one member, n om i na te d b y  the Teachers' Re ti r em en t Board
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p o r t f o l i o s .(e) The members ap p o in ted  under (b) o f  t h i s  s e c t io n  s h a l l  be a p p o in ted  f o r  s ta g g e re d  terms o f  th re e  y e a rs  and may be re a p p o in te d  to  th e  b o a rd .( f)  Members o f  the board se rv e  a t  th e  p le a s u r e  o f  th e  g o v e rn o r. A board member's rem oval by th e  go vern o r must be in  w r i t i n g . A f t e r  a member r e c e iv e s  w r it te n  n o t ic e  o f  rem oval from  th e  g o v e rn o r , th e member may n o t p a r t i c ip a t e  in  board b u s in e s s  and may n o t be counted f o r  purposes o f  e s t a b l is h in g  a quorum.(g) Members s e r v in g  as p r o fe s s io n a l  i n s t i t u t i o n a l  in v e s to r s  may n o t h o ld  an o th er com pensated s t a t e  o f f i c e ,  p o s i t i o n , or employment, e i t h e r  e le c t i v e  or a p p o in t iv e , e x ce p t as a member o f  th e  armed fo r c e s  o f  th e s t a t e .(h) A vacan cy on th e  board s h a l l  be prom ptly f i l l e d  in  th e  same manner as th e  s e a t  was o r i g i n a l l y  f i l l e d .  An a p p o in te e  to  a vacan cy h o ld s o f f i c e  f o r  the b a la n c e  o f  th e  u n e x p ire d  term  o f  th e  a p p o in te e 'sp r e d e c e s s o r . A vacan cy on th e  board does n o t im p a ir th e  a u t h o r it y  o f
.a quorum o f  th e  board to  e x e r c is e  a l l  th e  powers and p erfo rm  a l l  th e d u tie s  o f  th e  b o ard .

I n t t n l  1  1 1 . .  - 1 - - _  _

• ?' : : V.V■ ■1 ' ■■: . ■ ■ . . .
(5) two p r o fe s s io n a l  i n s t i t u t i o n a l  in v e s t o r s , s e le c t e d  by th e  o th e r  board members.(c) The com m issioner o f  a d m in is tr a t io n  and th e  com m issioner o f  revenue se rv e  on th e  board as n o n vo tin g  members.(d) The members must have r e c o g n iz e d  com petence and w ide e x p e r­ie n c e  in  f in a n c e , in v e s tm e n ts , o r  o th e r  b u s in e s s  m an agem en t-relatedf i e l d s .  The p r o fe s s io n a l  i n s t i t u t i o n a l  in v e s to r s  must have re c o g n iz e d  com petence and w ide e x p e rie n ce  in  m anaging i n s t i t u t i o n a l  in vestm en t
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(j ) Fo ur  v oting members of the b o a r d  c onstitute a q u o r u m  for the 

transaction of business and the e xercise of the powers an d  duties of 

the board.

A  b o a r d  m ember m a y  no t designate anoth er  p e r s o n  to serve on 

in the absence of the member.

37.10.220. POWERS A N D  DUTIES OF T HE BOARD. (a) The board

shall

1
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and travel allowances as p r o v i d e d  for members of state boards and

The b oa rd  ma y provide a m o n t h l y  fee

ers not to exceed $1,000. This fee,' • ■ , . . " '■
commissions u nd er  AS 39.20.180.

(3) enter into an agreement w i t h  the m a n a g e r  of 

state fund to assume fiduciary, administrative, or m an a ge m e n t  r e s p o n­

sibilities for investing the other state fund; an agreement u n d e r  this 

p ar ag ra ph  m a y  n ot be for a t e rm  longer than three years but  m a y  be 

r e n e w e d ;

(4) do all acts necessary, convenient, or desirable to 

carry out the powers e x p r es s ly  g r a n t e d  or neces sa ri l y implied in this 

chapter.

Sec. 37.10.230. CONFLICTS OF INTEREST. (a) Membe rs  of the

b oa rd  and the ex ecutive director are subject to the provisi on s  of 

AS 39.50.

(b) If a m e m b e r  of the b o a r d  or an employee of the corporation 

acquires, owns, or controls an interest, direct or indirect, in an 

entity or project in w h i c h  assets u n d e r  the control of the corporation 

are invested, the m e m b e r  shall i m me di at el y  disclose the interest to 

the board. The discl os ur e is a m a t t e r  of public record and shall be 

i ncluded in the minutes of the b o a r d  m e e ti ng  next following the d i s­

closure.

Sec. 37.10.240. REGULATIONS. The b o a r d  may  adopt rules and

by-laws after giving re as on a b l e  p u b l i c  notice. The b o a r d  is exempt 

fr om  the A d m i n i s tr at iv e Pr oc ed ur e A c t  (AS 44.62).

Sec. 37. 10.250. C O M P E N S A T I O N  OF BOARD MEMBERS. Memf.ers of the 

b oa rd  other than members w h o  are state employees receive an h on or a r i u m  

of $400 for each day spent at a m e e t i n g  of the b oard or at a meet in g

of a subcommittee of the b o a r d  or at a public mee ti ng  as a r e p r e s e n­

tative of the board. M e m b e r s  of the b o a r d  are entitled to per diem
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if any, is in addition to the daily honorarium.

Sec. 37.10.260. STAFF. (a) The b o a r d  shall employ an executive 

director. The executive director mus t b e  qualified by training and 

e xperience to manage, administer, and direct the investment of funds. 

The b o a r d  shall fix the c om pensation of the executive director. The 

executive and administrative functions of the b o ar d are v e s t e d  in the

executive director w h o  serves u n d e r  the supervision of the board. The 

executive director shall appoint employees of the corp or at io n  as

necessary.

(b) The b o a r d  shall appoint an investment director to serve 

u nd er  the executive director and to act as assistant director. How-

director m a y  temporarily designate the assistant director. T he a s s i s­

tant director shall act in place of the executive director in the 

a bsence or disability of the executive director.

(c) The b oa rd  shall adopt regul at io n s that r estrict the e x e c u­

tive director, investment directors, other officers, and employees 

from h a v i n g  financial interest:, di rectly or indirectly, in firms or 

corporations that provide services to the corporation. Officers and 

employees of the corporation are subject to AS 39.52.

(d) T he executive director and each investment d irector shall

file a b o n d  for the faithful p er fo r m a n c e  of duties in the amount and

w i t h  the sureties as r equired by the board.

(e) Officers and employees of the corporation are m e m b e r s  of the

exempt service u n de r AS 39.25.110.

(f) A  deed, contract, or other document that m u s t  be exe c ut ed  by

or on b e h a l f  of the corp or at i on  shall b e  signed by the executive. .
r l i r p p t * o r

shall

CSHB 5 8 0 (Fin)
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tru st ee d assets and its own assets, services, and employees b y  p u r­

chasing insurance or providing for self-insurance retentions in 

amounts r e co mm en de d by the executive director and approved b y  the 

b o a r d  to cover the acts, including fiduciary acts, errors, and o m i s­

sions of its bo ar d members, officers, employees, and agents. I n s u r­

ance shall protect the corporation and the state from li ability to 

others an d f r o m  loss of trusteed assets and assets c ~  the corporation.

Sec. 37.10.280. EXEMPTION F R O M  TAXATION. The corpor at io n and 

all pr op e r t i e s  at any time owned by it, m a n a g e d  by it, or h e l d  b y  it 

in trust, and the income fr o m those activities, ere exempt f r o m  all 

taxes and assessments in the state. A ll security instruments issu ed  

b y  the corporation and income fr om  the m are exempt from all taxes and 

asses s me nt s in the state, including transfer taxes.

Sec. 37.10.290. SURETY FOR DEPOSITS W I T H  BANKS. Banks, trust 

companies, savings banks, and other persons carrying on a bank in g 

b usiness are authorized to give sureties to the corporation. T he 

sureties shall be approved by the corporation to the effect that the 

b anks or b a n k i n g  institutions shall f aithfully keep and pay over to 

the order of or upon the warrant of the. corporation or its a ut h or is ed  

agent all m o n e y  deposited w i t h  them by the corporation and agreed 

interest, at the times or upon the demands a greed on w i t h  the banks or 

b a n k i n g  institutions. In lieu of these sureties, a depository b a n k  or 

other b a n k i n g  institution shall deposit w i t h  the corporation or its 

a u t h o r i z e d  agent or a trustee as collateral, securities a pproved by 

the corporation. The deposits of the c o rp or at io n  m a y  be evidenced by 

a greements in the form and up on  the terms and conditions that are 

a gr ee d u p o n  by the corporation and the depository banks or ban ki n g
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means the bo ar d I  „•of directors of , 
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commercial bank i ng  activity or p r i v a t e  crust activity. The c o r p o r a­

tion m a y  not act as a depository or trustee for a private person, 

association, or corporation. The corpo ra ti on  m a y  not act as a lender 

to a priva te  person, association, or co r poration of m on ey  fr om  any 

source except state funds under ma na g em en t b y  the corporation.

Sec. 37.10.310. LIABILITY. (a) Except w i t h  respect to a w r i t­

ten agreement authorized u nd er  (b) of this section, a liability i n­

curred b y  the corporation shall be satisfied exclusively fr o m the 

assets or revenue of the c or poration and a creditor or other person 

m a y  not ha ve  a right of action against the state becau se  of a debt, 

obligation, or liability of the corporation. A  liability of the 

corporation m ay not be satisfied fr o m trust assets unless expressly 

author i ze d b y  law.

(b) Notwithstanding any other law to the contrary, the c o r p o r a­

tion m a y  enter into a writ te n agreement w i t h  a Federal Reserve B a n k  or 

the b o a r d  of governors of the Federal Rese rv e S y s te m providing that, 

to the extent permitted by the contracts, trust agreements, or other 

fiduciary instruments betw ee n  the c o rp or a ti on  and the Federal Reserve 

System, the corporation's obligations to the Federal Reserve S y s te m 

shall be guaranteed by the state, and the state expressly waives all 

defenses of governmental immunity b y  and on b eh al f of the corporation 

and the state w i t h  respect to obligations to and fro m the Federal 

Reserve S ys te m and the state expressly consents to sue and be sued in 

federal court or in any court of competent jurisdiction. However, 

this p ro v is io n does not alter or affect the immunity accorded to state 

officials and employees under state law.

Sec. 37.10.399. DEFINITIONS, 

unless the context otherwise



corporation;

(2) "corporation" means the A l a s k a  State Investment C o r p o­

ration.

* Sec. 2. A S  14.25.035(d) is amended to read:

(d) The commissioner of a dm in is tr a ti on  shall report to the b oa rd

concerning the condition and adminis t ra ti on  of the system. The r e­

ports shall be distributed to the members of the system. The Al aska 

State Investment Corporation [COMMISSIONER OF REVENUE] shall provide 

reports to the b o a r d  on the condition and investment performance of 

the t e a c h e r s 1 retirement trust fund and an annual external performance 

r e v i e w .

* Sec. 3. AS 14.25.180 is amended to read:

Sec. 14.25. 180. M A N A G E M E N T  AND  INVESTMENT OF FUND. (a) The

A l a s k a  State Investment Corp or at io n  [COMMISSIONER O F  REVENUE] is the 

[TREASURER OF THE SY STEM AND THE] f id u ciary of the fund. In m anaging 

the fund, the A l e s k a  State Investment Co rporation [COMMISSIONER OF 

REVENUE] shall

(1) consider the status of the fund's investments and the 

system's liabilities on both a current and a probable future basis;

(2) determine the a p propriate investment objectives for the

fund;

(3) establish investment policies aimed at achieving the 

objectives; and

(4) act only in regard to the best financial interests of 

the system's beneficiaries.

(b) The A l a s k a  State Investment Corporation [COMMISSIONER OF 

REVENUE] m a y  invest the fund on the basis of p robable total rate of
V . • . ■ 1 . i ’ : . • '
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(c) The A l a s k a  State Investment C or poration [COMMISSIONER OF
J

REVENUE] is the [TREASURER O F  THE S YS TE M A N D  THE] fi du c ia ry  of the 

fund and has the same powers and duties u n de r this sect io n in regard 

to the fund as are pr ov i d e d  under A S  14.25.180.

Sec. 7. AS 36.30.015 is amended b y  adding a n e w  s ub se ct io n  to read:

(f) The board of directors of the A l a s k a  State Investment C o r p o­

ration shall adopt procedures to g o v e r n  the pr oc ur e m e n t  of supplies,'
services, p r of essional services, and construction. The proceduresi b  ■1 ■ ■ v ’
must

(c) In carrying out investment duties u n d e r  this chapter, the 

A l a s k a  State Investment Co rporation [COMMISSIONER O F  REVENUE] has the 

same power s  and duties in r e g a r d  to the teacher's retirement trust 

fund as are p r o v i d e d  i n  A S  37. 10.071 , except that the standard of 

p rudence that the corporation [COMMISSIONER] m u s t  obey u n d e r  AS 37.- 

10.071(c) shall be in r e ga r d to the m a n a g e m e n t  of lai-ge trust i n ve st­

ments rather than large investments.

* Sec. 4. AS 14.40.400(b) is amend ed  to read:

(b) The A l a s k a  State Investment C o r p or at io n [COMMISSIONER OF

REVENUE] is the fiduciary of the trust fund and shall account for and 

invest the fund as set out in AS 37.14.110(c), 37.14.160, and 37.14.- 

170, except that the c orporation [COMMISSIONER] shall report the 

condition and investment performance of the fund to the Board of

R e g e n t s .

* Sec. 5. A S  22.25.048(c) is ame nd e d to read:

(c) The A l a s k a  State Investment Corpo r at io n [COMMISSIONER OF

REVENUE] is the [TREASURER O F  T H E  S Y S T E M  A N D - T H E ]  fi du ci ar y  of the

fund and has the same powers and duties u n d e r  this section in regard 

to the judicial retirement trust fund as are p r o v i d e d  in A S  14.25.180.

* Sec. 6. AS 26.05.228(c) is a m en de d to read:
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(3) collect an d deposit the p r i n c ip al  of and income fro m

owned or a cquired investments

(4) invest an d reiinvest and reinvest the assets in accordance w i t h  this

mCSHB .580 (Fin)

(1) reflect competitive p rinciples and pro vi de  vendors

reaso na bl e and equitable opportunities to p a rt ic ip at e in the p r o c u r e­

ment process; and

(2) include p ro curement meth o ds  to m ee t em er ge n cy  and

e xtraord in ar y circumstances.

* Sec. 8. AS 36.30.990(1) is amen de d to read:

(1) "agency"

(A) means a department, institution, board, c o m m i s­

sion, division, authority, pu blic corporation, the A l a s k a  P i o­

n e e r s 1 Home, or other administrative unit of the executive b r an ch  

of state g o v e r n m e n t ^

(3) does not include

(i) [, E X CE PT  FOR] the U n iv er si ty  of A l a s k a ^

(ii) [,] the A l a s k a  State H o u s i n g  Authorityj_

(iii) the [AND] A l a sk a R a i l r o a d  Corporation;

(iv) the A l a s k a  State Investment Corporation;

(v) [IT DOES N O T  INCLUDE] a re gional Na tive 

h ousi ng  authority created under AS 18.55.996, or a regional 

electrical authority created u nd e r AS 18.57.020;

* Sec. 9. AS 37.10.071 is amended to read:

Sec. 37.10.071. INVESTMENT POWERS A N D  DUTIES. (a) In m a k i n g  

investments un de r this section, the fiduciary of a state fund [COMMIS­

SIONER OF REVENUE] shall

(1) act as official cus t od ia n of cash and investments by 

securing adequate and safe custodial facilities for them;

(2) receive all items of cash and investments;



( Z )  acquire or dispose of investment

• A '  4 -1  •indirectly, or through investment pools or trusts■
public or private

p c r r n  c o n

section;

(5) rece iv e and spend appropriations to cover the cost of 

the exercise of duties u n d e r  this section;

(6) e xercise the powers of an owner w i t h  respect to the

a s s e t s ;

(7) p e r f o r m  all acts, not p ro h ib i t e d  b y  this section,

whe th er  or not ex p ressly authorized, that the fiduciary [COMMISSIONER]

considers n e c e s sa ry  or p roper in administ e ri ng  the assets;

(8) m a i n t a i n  accounting records in accordance w i t h  g e n e r­

ally accepted [INVESTMENT] account in g  principles;

(9) engage an independent c er ti fi ed  publ i c accountant to 

conduct an annual audit of the financial condition and investment 

t r a n s a c t i o n s ;

(10) enter into and enforce contracts or agreements c o n­

sidered necessary, convenient, or desirable for the investment p u r­

poses of this section; and

(11) w h e n  choosing to acq ui re  or dispose of investments, 

secure competitive nati on al  or international m a rk et  rates or prices, 

or the equivalence of those rates or prices in the j udgment of the 

fiduciary [COMMISSIONER],

(b) Under this section, the f i d u c ia ry  of a state fund or the 

fiduciary's [COMMISSIONER O R  THE COMMISSIONER'S] designee m a y

(1) delegate investment, custodial, or depository authority 

on a d iscretionary or n o n d i s c r e t i o n a r y  basis to officers or employees 

of the state or to independent firms, banks, or trust companies, by 

designation through appointments, contracts, or letters or authority;(2)
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m a r k e t s ;

(3) concentrate or diversify investments as the fiduciary

[COMMISSIONER] considers appropriate to increase the p r o b a bl e total

rate of re turn or to decrease the overall exposure to poten ti al ly  

adverse m ar ke t v a l u e  risks;

(4) prot e ct  t'.e market v a l u e  or the rate of r e t u r n  of the 

investments by entering into forward agreements to b u y  or sell assets 

at a future date as a hedge against ex isting h e l d  assets or as a 

precomm i tm en t of future cash flows;

(5) lend assets, under an agreement and for a fee, against 

deposited collateral of equivalent m a r k e t  value;

(6) b o r r o w  assets on a sh or t- t e r m  basis, under an agreement 

and for a fee, against the deposit of collateral consisting of other 

assets in order to accommodate temporary cash or investment needs;

(7) h o l d  investments in b e a r e r  or re gi s t e r e d  for m in the 

name of the state, a fund, or nominees a uthorized b y  the fiduciary 

[ CO MM IS SI ON E R] ;

(8) utilize consultants, advisors, custodians, investment 

services, and legal counsel for assistance in investment matters on 

either a continuing or a l im i ted-term basis and w i t h  or w i t h o u t  c o m­

pensation;

(9) declare records to be confidential ar.d exempt f ro m 

AS 09.2.5.110 and 09.25. 120 if the records contain i n fo r m a t i o n  that 

discloses the particulars of the business or the affairs of a p r i va te  

enterprise, investor, borrower, advisor, consultant, counsel, or 

m a n a g e r .
• * *. * i v U.S. ’ ■ • ■ *. •.**.* i\\ : ■■ '• .• /  v /  •
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then prevailing that an institutional investor of ord in ar y  profess:___

al prudence, discretion, and intelligence exercises in m a n a g in g large 

investments w i t h  consideration for the p u r po se  of the fund, the i n­

vestment objectives, the continuing dispos it io n of the fund's i n v e s t­

ments, a nd the probable safety o f  the capital as we ll  as the pro ba b le  

investment returns.

(d) In exercising investment, custodial, or deposi t or y powers or 

duties under this section, the fiduciary or the fiduciary's [COMMIS­

SIONER O R  A] designee [OF THE COMMISSIONER] is liable for a b r e a c h  of 

a duty that is assigned or delegated u nd er  this section, or u n d e r  

AS 14.25.180, AS 14.40.400(b), AS 37.10.070, AS 37.14.110(c), 37.14.- 

160, 37.14.170, or AS 39.35.080. However, the fiduciary or the [COM­

MI S S I O N E R  O R  THE COMMISSIONER'S] designee is not liable for a b r e a c h  

of a duty that has bee n  delegated to another p erson if the deleg at io n 

is prude nt  under the applicable standard of prudence set out in s t a t­

ute or if the duty is assigned b y  law to another person, except to the 

extent that the fiduciary [COMMISSIONER] or designee

(1) kn owingly participates [PARTICIPATE] in, or k n o w i ng ly  

undertakes to conceal, an act or om ission of another person, k n ow in g 

that the act or omission is a b r e a c h  of that person's duties u nd er  

this chapter;

(2) by failure to comply w i t h  this section in the a d m i n i s­

tration of specific responsibilities, enables another p e r s o n  to commit 

a brea c h of duty; or

(3) has knowledge of a b r e ac h of duty b y  anot he r  person, 

unless the fiduciary [COMMISSIONER] or designee makes reason ab le



..........
(d) of this section to the extent that the alleged act or o m i ss io n was 

p e r f or m ed  in g oo d faith and was prudent u n d e r  the applicable standard 

of prudence.

(f) In this section, " fiduciary of a state fund" or "fiduciary" 

["COMMISSIONER OF REVENUE" O R  "COMMISSIONER"] means

(1) the commissioner of revenue for investments under 

[AS 14.25.180 OR] AS 37.10.070; [OR]

(2) the A la sk a State Investment Corporation for investments 

under AS 14.25.080; or

(3) the p erson or bo d y p r o v i d e d  b y  law to m a n a g e  the i n­

vestments, for investments not subject to AS 14.25. 180 or AS 37.10.- 

070.

* Sec. 10. AS 37.14.110(c) is amended to read:

(c) The A la sk a State Investment Corpo ra ti o n [COMMISSIONER OF 

REVENUE] shall account for the fund in accordance w i t h  generally 

accepted accounting principles and shall determine the net income of 

the fund [IN AC C OR DA NC E W I T H  INVESTMENT A CC O UN T I N G  PRINCIPLES AND] in 

a m an ne r that preserves the distinction b e tw ee n principal and income 

and that excludes capital gains or losses realized on principal. The 

principal of the fund and the capital gains or losses r e a l i z e d  on 

principal shall b e  perpe tu al ly  re ta in e d in the fund for investment 

p u r p o s e s .

* Sec. 11. AS 37.14.140 is amended to read:

Sec. 37. 14. 140. UT ILIZATION O F  INCOME. The net income of the 

fund m a y  not b e  a p pr opriated for a purp os e other than the support of 

the state public school program. T h e  A l a s k a  State Investment C o r p o­

ration [COMMISSIONER OF REVENUE] shall invest realized net income that .



* Sec. 12. AS

Sec. 37.14.160. DUTIES OF THE A L A S K A  STATE INVESTMENT C O R P O­

RATION [COMMISSIONER OF R E V E N U E ] < The Alask a State Investment C o r p o­

ration [COMMISSIONER OF REVENUE] is the treasurer of the trust fund 

created in AS 37.14.110 a nd shall

(1) exercise the powers and duties established in AS 14.-

25.180(c);

(2) deposit the principal and income from investments in 

separate pr incipal and income accounts for the fund;

(3) invest and m a i n t a i n  accounting records that distinguish 

bet w ee n the principal and income of the fund;

(4) provide reports to the b o a r d  established u n d e r  AS 37.- 

14.120 on the condition and investment pe rformance of the fund.

* Sec. 13. A S  37.14.170 is amended to read:

Sec. 37.14.170. INVESTMENTS. The A laska State Investment 

C or poration [COMMISSIONER OF REVENUE] is the fiduciary of the trust 

fund a n d  shall invest the fund to provide increasing net income over 

l on g-term periods to the fund's income beneficiaries. The corporation 

[COMMISSIONER] m a y  invest the m o n e y  in the fund on the basis of p r o b a­

ble total rate of return to promote the long-term g e ne ra t i o n  of i n­

come. In m a n a g i n g  the trust fund, the corporation [COMMISSIONER] i 

shall

status of the fund's capital and the



principal and income accounts of the fund;

(c) The net income of the fund shall be determined b y  the A l a s k a  

State Investment Co rporation [COMMISSIONER O F  REVENUE] in accordance 

w i t h  ge ne rally accepted [INVESTMENT] a cc ou n t i n g  p r i n c i p l e s . However, 

the c orporation shall pr eserve [AND IN A  M A N N E R  THAT PRESERVES] the 

d istinction b e t w e e n  principal and income.

* Sec. 15. AS 37.14.210 is amen de d to read:

Sec. 37.14.210. POWERS A N D  DUTIES OF THE A L A S K A  STATE INVESTMENT 

CORPORATION [COMMISSIONER OF REVENUE]. The A l a s k a  State Investment 

C o rporation [COMMISSIONER OF REVENUE] is the fiduciary [TREASURER] of 

the fund and has the power and duty to:

(1) act as official custodian of the cash and investments 

belonging to the fund b y  securing adequate a nd safe custodial f ac il­

ities ;

(2) receive all items of cash and investments be l on gi ng  to

the fund;

(3) collect the pr in cipal and income f r o m  investments owned 

or acq ui re d  b y  the fund and deposit the amounts in separate principal 

and income accounts for the fund;

(4) invest and r einvest the assets of the fund as p r ov i d e d  

in this section and as p r o v i d e d  f or the investment of funds under 

AS 14.25.180(c) and AS 37.14.170;

(5) exercise the powers of an owner w i t h  resp e ct  to the 

assets of the fund;

(6) m a i n t a i n  accounting records of the fund in accordance 

w i t h  gen er al ly  accepted [INVESTMENT] ac co un t i n g  p r i n c i p l e s ; however, 

the corp or at io n shall preserve the [AND WITH] d i st in ct io n  b e t w e e n  the
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accountants to annually audit the financial co nd ition of the fund's 

investments and investment transactions;

(8) enter into and enforce contracts or agreements c o n­

sidered n e c e s s a r y  for the investment purposes of the fund;

(9) report to the b o a r d  the co nd ition and investment p e r­

formance of the fund;

(10) do all acts, w h e t h e r  or not exp re s sl y authorized, that 

the A l a s k a  State Investment Corpo ra ti on  [COMMISSIONER OF REVENUE] 

considers n e c e s s a r y  or proper in a d ministering the assets of the fund.

* Sec. 16. AS 39.30.095(d) is amended to read:

(d) If the commissioner of a dm inistration determines that there 

is m o r e  m o n e y  in the fund than the amount ne eded to pa y premiums or

benefits for the current fiscal year, the surplus, or so m u c h  of it as

the co mm issioner of administration considers advisable, m a y  be i n­

ves t e d  b y  the A l a s k a  State Investment Co rporation [COMMISSIONER OF 

REVENUE] in the same m an n er  as retir e me nt  funds are invested un de r 

AS 14.25.180.

* Sec. 17. AS 39.25.110(11) is amended b y  adding a n e w  s ub paragraph to

read:

(G) A l a s k a  State Investment Corporation;

* Sec. 18. AS 39.30 is amended by adding a n e w  section to read:

- S e c .  39.30.175. INVESTMENT OF BEN E FI T P R O G R A M  RECEIPTS. The 

A l a s k a  State Investment Corporation is the fiduciary of the receipts 

of the employee benefits p r o g r a m  estab l is he d u n d e r  AS 39.30.150 - 

39.30.180 a nd has the same powers and duties concerning the m an ag e me nt  

and investment in r eg ar d to those receipts as are p r o vi de d u nd er



o th e  . board co n ce rn in g  th e  c o n d it io n  and
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a d m in is t r a t io n  i s  r e s p o n s ib le  f o r  th e  a d m in is tr a t io n  o f  th e  system  and f o r  c a r r y in g  o u t t h is  c h a p te r . In  a d d it io n  th e  com m issioner s h a l l(1) m a in ta in  th e acco u n ts o f  th e  system ;(2) make payments fo r  th e  v a r io u s  purposes s p e c i f ie d ;(3) subm it p e r io d ic  r e p o r ts  or sta tem e n ts o f  acco u n t th a ta re  needed;(4) is s u e  a statem en t o f  acco u n t to  an employee r e q u e s tin g  i t  showing th e  amount o f  th e  em ployee's c o n tr ib u tio n s  to  th e  system ;(5) as soon as p o s s ib le  a f t e r  th e  c lo s e  o f  each f i s c a ly e a r , and n o t l a t e r  th an  s i x  months a f t e r  th e  c lo s e  o f  each f i s c a ly e a r , send to  th e  g o v e rn o r, the l e g i s l a t u r e ,  and th e  board an annu alsta te m e n t on th e  o p e ra tio n s  o f  th e  system  c o n ta in in g(A) a b a la n c e  s h e e t;(B) a statem en t o f  income and e x p e n d itu re s  f o r  th ey e a r ; (C) a r e p o r t  on an a c t u a r i a l  v a lu a t io n  o f  i t s  a s s e ts  and l i a b i l i t i e s ;(D) a summary o f  a s s e t s  h e ld  in  th e p e n sio n  fundl i s t e d  by th e  c a te g o r ie s  o f  in v e s tm e n t, as p rovid ed  by th e  A la s k a  S t a t e  In vestm en t C o rp o ra tio n  [COMMISSIONER OF REVENUE];(E) o th e r  s t a t i s t i c a l  f i n a n c i a l  d ata  th a t  a re  n e c e s ­s a r y  f o r  a proper u n d erstan d in g  o f  th e  f i n a n c i a l  c o n d it io n  o f  the system  and th e  r e s u l t  o f  i t s  o p e r a t io n s ;(6) e s t a b l i s h  a p u b lic  em ployees r e tire m e n t t r u s t  fund in  w hich th e  a s s e t s  o f  th e system  s h a l l  be d e p o s ite d  and h e ld ;(7) engage an independent c e r t i f i e d  p u b lic  a cco u n ta n t tocon d u ct an an n u al a u d it  o f  th e  sy ste m 's  a cco u n ts  and th e annual r e p o r tvo f  th e  s y s te m 's  f i n a n c i a l  c o n d it io n  and a c t i v i t y ;


