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vestments are all short term papers. Representative

illips asked what criteria will be used for future
vestments. Commissioner Keller replied an elaborate

iteria has been established in developing the asset

location plan creating strict requirements for

cordkeepping and investment. Commissioner Keller offered to
ovide a copy of the RFP to the Committee. Co-Chair Navarre
estioned if underlying securities would be purchased fromn
ecutive Life. Commissioner Keller said it would be an
change of the GIC contracts and the junk bonds which would
ed to be managed.

-Chair Navarre asked when the problems with Executive Life
re first obvious. Commissioner Keller said the first

oblems occurred fifteen months ago, in 1989, at which point
e funds began to be downgraded because 40% of their assets
re in junk bonds. When the Jjunk bond market began to

cline, the majority of their assets began to decline. Their
ting continued to decline with that process. In March 1990,
e State of Alaska 1issued their fourth GIC contract to

ecutive Life At that point, the State negotiated a
rmination of any further participation. There were no

ovisions 1in the contract with Executive Life for the State
prematurely end the contract on the basis of the 1investment
Iling below the 1investment grade.

presentative Boyer asked if Executive Life was current with

eir negotiated rate. Commissioner Keller pointed out that
are accruing that rate, an the first amount would be due

93. The four contracts are due for receipt in 1993, 1994,
95 and 1996 Representative Boyer did not understand the
gency of the situation. Commissioner Keller was convinced

at the underlying assets of Executive Life have deteriorated
much in value at this time, that there will not be enough

sh produced from the junk bond pay off" to pay the GIC
ntracts as they become due.

UCE LUDWIG, ALASKA PUBLIC EMPLOYEE ASSOCIATION, JUNEAU,

ASKA, spoke in favor of passage of HB 221. He said the

ate took the responsibility to invest the SBS funds 1into

und investments

presentative Boyer affirmed that persons who withdrew their

ney from SBS have received the entire amount due. Mr .

dwig said that if Executive Life represents 20% of the fund,

rsons who started work three ears ago and withdrew their

nds, would have been drawing on the Executive Life funds.

ose persons removed the "good"™ money from the other eighty
rcent and the remaining funds will be greater than twenty
rcent of the whole. The impact on those persons remaining
the SBS will be greater than the twenty percent depending
the amount taken out.
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HB 221 An Act authorizing the Department of Revenue either
the guaranteed investment contracts held by the
supplemental benefits system or the underlying
securities; and providing for an effective date.

HB 221 was HELD in Committee.

HOUSE BILL 221

rtment of Revenue either the
cts held by the supplemental
lying securities; and

"An Act authorizing the Dep
tr

=)

guaranteed 1dinvestment co
benefits system or the wunde

o = 9 o

providing for an effective ate . "

Co-Chair Navarre expressed hi intention to hold House Bill
ipt of opinions from the
221 was HELD in Committee.
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221 in Committee, pending rec
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Is Your

Pension

Fund Safe?

If an insurer holds it, it may not be guaranteed

By Jane Bryant Quinn

T he collapse ofthe Executive Life In-
surance Co. is scary news for pen-
sion holders. Billions of dollars in

retirement funds are backed by insur-
ance-company annuities like the ones
widelysold by Executive Life—and much
of that money isn't guaranteed. Execu-
tive Life can meet its immediate obliga-
tions (or so says California’s insurance
commissioner). Butifits money

runs out, the checks may stop.

Employers buy pension an-

nuities for a couple of reasons:

to maketheinsurerresponsible

for paying your pension, or to

investinthehighinterestrates

some annuities offer. "Individ-

ual” annuities are bought in

-jour name, "Unallocated" an-

-nuities provide pensions to a

group of workers as a whole.
Butwhatifthe insurer fails?

In theory, two safety nets hang

between you and poverty: the

Pension Benefit Guaranty Cor-

poration (PBGC), which pro-

tects against failed pension

plans, and state guaranty asso-

ciations, which clean upbehind

defunct insurers. In practice,

however, the PBGCwon’t cover

all insurance-backed pensions.

As for the guaranty funds, just 15 states

specifically protect unallocated pension

annuities. At least 21 cover individual
annuities, mostly to $100,000a person.
Who's skim? Tosee ifyou’re protected,
checkyoursituation on the followinglist
m You 're retired and getting apension
based on your age, salary and years of
service. It’s paid by your company, direct-
ly from the pension trust. You’re safely

insured by the PBGC, to a top 0f$2,250 a

month for individual retirees at age 65.

a You'reretired and getting a monthly
pension funded by an individual insur-
ance annuity. You are not protected by
the PBGC or by your employer. Youll
lose your income if the insurer runs out
ofassets, unless aguaranty fund stepsin.

a You're workingandyour retirement
fund is building up. Your protection de-
pends on the type of pension you have.

@
ly benefit, and your fund buys such
things as stocks and fixed-income securi-

ties, you’re insured bythe PBGCup tothe
maximum allowed.

) _ _
401Q) or a typical Keogh, you’re not in-
sured. These plans rarely fail, although
your investments could drop in value.

. (3) Ifyou’re guaranteed a fixed month-
ly benefit, and it’s backed by an insur-
ance contract, the nature ofyour protec-
tion depends on the contract. With an
unallocated annuity, your employer usu-
allyhastostep inifthe insurance compa-

ny fails, says Carol Flowe, general coun-
selforthe PBGC. Ifthe pension plan fails,
the PBGC would pay. But if your entire
pension benefit is dumped into an indi-
vidual annuity, the obligation is trans-
ferred to the insurer, Flowe says. If the
insurer fails, and doesn’t have the assets
to pay, youronlyhopeisaguaranty fund.
Nowfor the rest ofthe bad newB: when
it comes to big insurers, the guaranty
funds are essentially a fraud. They
couldnt even handle the much smaller
Baldwin United failure back in 1983.
That rescue package took years to
assemble and involved insurers and
stockbrokers as well as the state funds.
Liuu M at A company the size of
Executive Life will most likely over-
whelm the guaranty funds and perhaps
the insurance industry, too, If losses
mount and retirees can’t get their pen-

Ifyou're guaranteed a fixed morsten checks, they’ll holler at Congress,

which might dump the whole mess onto
the PBGC, says Washington, D.C., attor-

ney and pension expert Michael Gordon.

But that’s no solution, either. The
PBGC’ funding comes from private cor-
porations and they’re not paying enough
asitis. Right now, the pension insurance
fund is nearly $2 billion in the hole. Ifit
had to back annuities, too, premiums
would leap—probably to more than em-
ployers could handle. Besides, it’s foolish

If you have a profiteharing plan, ato ask the PBGC toguarantee the solven-

cy ofthe whole insurance industry.

Who, then, will pay? I fevery insurance
annuity were bought by individuals, the
answer might be "no one.” You'’re re-
sponsible for the investments you make.

Butemployees usually have no choice.
Theircompaniesbuythe annuities, often
from a low-cost insurer like Executive
Life. Youmay notknowthatyour carrier

is second rate; even if you did
you wouldn’t be able to opt out.
Sowhy should you suffer ifpay-
ments stop?

Instead, fault should cling to
the employer who bought the
bad annuity in the first place.
You can sue a company that
doesnt make proper and pru-
dent pension iuYWtmeuts.

In a class action against Cali-
fornia-based MagneTek, Inc.,
which stowed large amounts of
pension money in Executive
Life, workers in two of its Wis-
consin plants are charging con-
flict of interest. MagneTek’
managementfloatedjunk bonds
to raise the money to buy the
company. Executive Lifebought
a lot of the bonds and later re-
ceived the bulk of the workers’
pension fund, over the objection

of the union and key executives. "We’re
afraid that the state guaranty fund will
run for the woods,” says union attorney
Jim Mauro. (The fund hasn't said.) The
insurance agentmay alsobe sued.

If a company implies that annuities
are safe, that might also give workers
ground for suit, sayB consultant Harry
GrossofKwasha Liptonin FortLee, N.J.

At bottom, this is yet another tale of
blinkered regulators teamed up with
grasping business people who, in the
words of Henny Youngman, hand out
baloney disguised as food for thought.
Risky insurers have been selling annu-
ities for years. Yet only last year did the
PBGCstart flagging risky pension annu-
ities. Only last year did the Department
of Labor take up the oversight job that
was its all along. Even as we speak, the
National Association of Insurance Com-
missioners is debating solvency stand-
ards. Talkaboutshutting the bam door.

Amoriatr Visoiwia Wilion
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Hiekef backs

By HAL BERNTON

Daily News business reporter

Gov. Wally Hickcl said
Tuesday he thinks the stave
should stand behind an ail-
ing state employee retire-
ment fund and 'would
“strongly.consider” signing
legislation to make up any
of its losses.

Hickel’s comments Tues-
day came in response to a'
constituent’s question dur-

ing” radio call-in show on °-

SBS:
Bailout

supported
Continued from Page Al

lative hearing.

By late Tuesday, adminis
tration spokesmen wer<
scrambling to clarify Hicke
administration policy on ar
issue that touches more that
20.000 past and present stati
employees.

John Manly, a deput;
press secretary, said Hicke
was speaking in broad term
about the state’s obligations
If the legislature sends Hick
el a bill to make up an;
losses, then the govemo
would probably sign it, Man
ly said. “He feels like ther
was a state fiduciary-respor
sibility.”

Since 1980, state employ
ees — including most legists
tors — have made mandate
ry payments into th
Supplement Benefits Sy:
tem. It supplements a muc
larger pension system, at
ministered by the Revenu
Department, that is not |
risk.

w

|_
the Alaska Public Radio

Network.

They are at;odds with
statements Monday by Mil-
lett Keller, a Hickel Cabinet
member who has taken a
lead role in dealing with the
crisis in the .'state Supple-
mental .Benefits System,
which could lose up to $130
million invested in a crum-
bling California insurance

company. r
Kg”ler said he thought the

State workers had no say
in how the supplemental
funds were invested. From
1987 to 1989. Department of
Administration officials put
up to a third of the funds in
Executive Life Insurance
Co.. a California insurer
with a portfolio full of junk
bonds that was seized earlier
this month by regulators.
The state of Alaska"s entire
investment may be lost.

In March, as Executive
Life's prpblems intensified,
the Hickel administration
proposed a bill that would
authorize the use of general
fund money to make good on
any losses to the employee
retirement fund. But that
bill was voted down on the
Senate floor.

After that. Sen. Pat Pour-
.Ch?= D-Anchorage. spoke
out in favor of bailing out
the Supplemental Benefits
System, saying it was the
state"s responsibility to pro—
tect the workers. But the
administration then backed
away from the bill as it
sought a still-pending legal
opinion on whether the state
is liable for lost funds.

On Tuesday, Hickel ap—
peared to once again throw
administration support be-,
hind general fund appropria-"
tions to cover losses that
could run as high as S130
million.

“Somehow, the state has
to stand behind the retire—
ment fund." he said. "If the
legislation looks like it will
solve the problem ... we
will strongly consider it be—
cause we have an obliga—
tion."

retirem ent

-V

L)

bailout

1

state — unless faced with a

legal obligation — shouldn’t

use money from the general

fund to rescue the retire-
ment fund.

“If you-have to choose
sides between the public and
employees, then my belief is
that our oath is to the citlv
zens of Alaska;!!.said Keller,
Hickel’s commissioner of.ad-;
ministration, during a.legis-!

Iwm?Pleashjee Bagk Pages SBS
SFe T o A
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Bailout
pricetag
growing

House gives

unanim ous

0 K to plan

By RALPH THOMAS

" 1he bricetag to ball ot an il
e pri out an ailing

state-employbe retirement fluid grew

by mgn than @million thisweek.

Under a Hickel administration
plan approved unanimously by the
House , the state will spend up
to (138.1 million to protect the Sup-
Clemental Berefits System from los-

ig money on Investment contracts
with a sinking Califomia Insurance
company .

It the plan clean the Senate and
issigned by the governor, (45million
will be taken from the state general
fund to create a new "investment
loss trust fund.” The administration
would also be allowed todraw up t
(9.1 million from the state”s budget
reserve tocover the bailout account.

The new fund would be used t
Crevent the SBS program from los-

ig money on Hs Investment con—
tracts with Executive Life Insurance
Co., a Junk bond-riddled firm that
was seized last month by Califomia
insurance regulators.

When the administration®s plan
was first presented to the House Fi—
nance Commi ttee thisweek, thebail—
out price stood at (132 million. But
the figurewas increased Thursday.

Department of Administration
Commissioner Millett KeUer said the
cost grew by (2.8 million in April -*
the increase in "paper value," or In—
terest supposedly earned on the
Executive Life contracts.

An additional (3.3 million was
tacked on after the administration
discovered itmight also have to cov—
er losses suffered by former govern—
ment workers who are getting
monthly annuity checks from Execu—
tiwe life. B

The SBS program wns started in
1960 afler state workers opted out of
the federal Social Security system,
The fund has since grown t more
than (820 million, covering more
than 22,000 past and present govern—
ment workers.

Workers contribute about a per—
cent or their wages o the program,
which 1is matched by an equal
amount from the state.

The Executive Life contracts
were purchased between 1987 and

1990.

Under the bailout plan, money
will be drawn as needed from the In—
vestment loss fluid to cover losses on
the Executive Life contracts. Mean—
while, the administration will try ©
recover aome or all of the money
through lawsuits and by holding out
and hoping Executive Life might re—
cover and pay offon the contracts.

If any money Is recovered, It
would go into the bailout fund and
eventually back to the general fund
and budget reserve

PoVbtumte M1, Pag*1

T g:i?'rg]hueiglgs directly from the Insur- opinion became obvious when thead —

SBS...

Continued from Pag* 1

The administration requested the iohri Tohvi
(3-3million to cover for?n%r employ— Bgnrggc_ﬂy Inhigh-risk, high-yield Junk

ees receiving Executive Life annu— " yojyer said the extra (3.3 million
ities alter Itbecame apparent telr , g pajlout (Und would be used
lossea might not be covered by the
company ort by Ciallfomla‘s insur—
ance guarantee poot. ernment workers.

When SBS members go off the ™ Tho igilogt plan was submitted
payroll, they con request a Iumb— after the adninistration received a
(s:#ergk?ayment or a monthly anuity  jeay opinion on (he state”s cbligation

pany*s assets and lichilities.
When the company was seized,

mDuring 1987 and part of 1990, Ex — t.gl S%mf retirenent fund. De—

ecutive life operated the SBS annu— I cpinion have not

ity program, and people who chose

option In years get lators have said the contents of the

ministration ksupportedthe bailout. |
- Rep. Mike Navarre, D-Kenal,
. Kg(ljler %‘%ggre tt‘gf‘ 3%0 peoI;E)Ie tried_ during- Thursdays Finance

Zﬂ_ Uﬁ_ r daﬂrme;te? ;om t;(e_ Commi ttee meeting to get an admis—

e "ea and hie estimates sion of ligbility added © the bailout
gln;gt?tnguonvwvi(ilia%n those accounts at i, But Assistant Attorney General
Late last rlnonth, Califomia’s In— %(l)\n)e?aldwm advised agall such a

surance regulators won court ap— :
proval to reduce Executive Life'san— People can Infer fron the bill

- "~ what they want," Baldwin said. ""But
nuity paynents by 30 percent Uil Y'think fenould not be In the Interest

they can better determine the COM— G the state todo that at this time.”

anceflm.

more than halfof Hs assets were re—

cover the 30 percent drop In the an—
nuity checks to former Alaska gov— ywjth the Investment ofemployee pen—

After the meeting, Baldwin said
he would be comfortable discussing
the legal opinion after the bailout
had theM 1 islature™s approval .

Meanwhile, the House Is sched—
uled Monday to consider a bill that
would setup a system aimed partial—
ly at preventing Mure problems

sion funds.
Senate Bill 18 would establish a
Ejbl ic corporation to Invest nearly (5
illion In public employee pension
funds, Including the SBS money. The
corporation would be similar to the

been made public, but several legis— Alaska Permanent Fund Corp.,

which Invests the state"s (11 billion
oil savings account.

The corporation would Include a
nine-member board overseeing an
gﬁfmtive director and Investment"

Aside from SBS, the pension cor—
ration would also Invest about (2.7
illion ftom the Public Employees
Retirement System and (1.7 billion
from the Teachers Retirement Sys—
tem. The pension funds currently are
managed Dy the Department of Rev—
enue.



State-knew pension holoer was shaky, Invested anynay

By HAL BERNTON

Daily News business reporter

Stntc officials who made
Ill-fated retirement Invest—
ments In Executive Life Co.
disregarded repeated, pub—
lished warnings of the risk
involved in buying Into the
California-based Insurance
company.

Instead, they took the ad—
vice of o Seattle consultant
who worked for the subsid—
iary of one of the world"s

AlO

| Continued Irom Page AL \

Richardson, according to
Hnlvcrson nnd other former
Administration Department
officials, developed the in—
vestment strategy that put
100 percent of the retirement
money into a kind of insur—

ance company savings bond =

known as ‘'guaranteed in—
come contracts.” No bonds,
no stocks, no bank certifi—
cates or any other invest—
ments to diversify the port—
folio.

And according to Halver—
son, Richardson never waiv-
ered from that strategy.

"If 1 got nervous, what 1
would do is immediately call
the only person I knew who
could possibly help." Hal-—
verson said. "That would be
Bob Richardson. 1 consid—
ered him the" source of ail
wisdom.” 1 m

Elsewhere in the nation,
many state retirement fund
managers have been wary of
concentrating Investments in
the insurance Industry and
limit Investments In any one
company .

Anchorage Dally News

largest insurance brokers,
according to past and pres— pany Insolvency.
ent state officials. liie state could
Between 1987 and 1990, entire $130 million
slate officials Invested near— ment, covering more than
ly $130 million — up to 30
percent of a supplemental
retirement fund —

lose Its

workers, and might be

tive Life. ey out of the slate treasury.
California regulators this The main state retirement
month seized Executive funds — totaling more than

Life’s parent company - $5 billion — are separate
First Executive Corp. — In from the supplemental fund
what might become the no— and are handled by a staff of

Saturday, AprJl 20, 1991

tion"s largest Insurance com —

Invest—
20,000 past and present state

In Execu— forced to cover the lostmon —

Investment professionals
within the Department of
Revenue.

plemental fund was under
the day-to-day management

of a Department of Adminis—

tration accountant, Mike
Halverson, who said he had
no formal academic training
In financial Investing. For
the past couple of years, he

said, he lacked even a work — . /
ing computer system to ade— Wh"at was happening at Ex—

T he Back Page
INVESTMENTS: State officials ignored warnings about Executive Life

State S B S Contracts
For investment and annuity contracts

Aetna
y == J $29Million

miletropolitan
$42.3Million

New York Lite
$42 4 Million

But the $435 million sup—

quately track employee In— ecutive Life. We Just be-—

vestments In the retirement
fund.

Halverson said he read
many press accounts that as
early as 1987 cautioned that
Executive Life was Investing
In high-risk "junk"™ bonds
and had Invested money In
the scandal-racked firm of
Wall Street trader Ilvan
Bocsky.

"We were fully aware of

decisions, confirmed Rich— won the contracts, as long as

ardsons company acted as
the consultant and recom-
.mended that the entire fund

it was rated A-plus - the
highest rating awarded by
A.M. Best, a major rating

“he put- In insurance compa— fim.

nies.
= Richardson no longer
works for Mercer and could

Executive Life was high
bidder for 1987 through 1990
contracts, according to state

not be found for comment. = documents.

Halverson nnd other state
officials said he told them In
1980 that he was leaving for
a round-the-world cruise and

As early as 1987, warning
alarms were going off about
the Insurance company. Con—
ning & Co., a stock analyst,

didn"t know when he would mpublished a report stating

return, "The last | heard, he

"was -seen off of New Zea-

Sue o ARIWHID

According to Halverson,
Richardson repeatedly stat— pents.”
ed Itwas almost Impossible
for Executive Life to go bust
within the six-year pay-bnck

Kivmromu. i awe o t+tnn*

-+

tor of Hslverson’ division
helped review Investment,

period of the state invest—

”land,” Halverson said.
Beth Rutherford, a consul —

tant at Mercer, sold her com-
<pany does not get Involved
"in specific
vice.

The supplemental rfctire—
ment fund was established
In 1980 as state employee*"

=opted out of the Social Secu—

rity system.

Early Investments were
made with Mutual Benefit
Life, then In 1985 the state
began taking bids annually

Solly Smith, wh'o es direc— -to decide which. Insurance

-company would get. state
money. The highest bidder

Investment ad—

that First Executive was
paying investors higher in—
terest rates due to “a sizable
portfolio of high-yield "Junk*
bonds. ... In addition to the
usual concern over default
risk, this strategy Is particu—
Iarlél worrisome to Investors
.,.du

lieved they would be all
right,"” Halverson said.

Whenever he had doubts,
Halverson said, he turned to
Bob Richardson, a former
principal In the benefits con—
sulting firm of William M.
Mercer Cos., b subsidiary of
the huge insurance broker,
Marsh & McClcnnan.

Please eee Back Page.
INVESTMENT*

told to back away from Ex —
ecutive Life until. January
1990, when Best downgraded
the company amid an ava—
lanche of press reports de—
tailing the company*s prob—
lems.

By then, the Adminlstra-
tion Department had a neiy
benefits consultant. De-
Polite fc Touche. That win-
ler. Administration Commis —
sioner Frank Baxter flew to
California and successfully
bailed the state out of most
of its final investment with
First Executive.

By year end. the Adminis—
tration Department trans—
ferred management of the
fund to the Revenue Depart—
ment Investment profession-

e to Increasing concern * gls.

by Insurance regulators re—|

fJating to-the.appropriateness .
of *uch Investments forUfe
Insurers."

Best continued to rate the
company A-plus, but In Jan—
uary 1988 other nsurance
rating ; companle it jwn

As for Halverson, his old
file* ane undei”lock and
chain, and he®s planning to
leave Juneau for a few
weeks.

"Theres been n lot of
heat. The stress has almost
killed me. As far as I'm

graded First Pxecu IV*}HaI-/,concerned, this Is ancient

verson said.- ™

But.”ie said, he Wasi neviV"" mnymore,

history, It™ not my game
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Shouldthe Companyorthe Employee

T akethe H

YOUR
MONEY
MATTERS

By James A. W hite
Staff Reporter of The Wall Street Journal

NEW YO RK-Should companies pick up
the tab for any losses their employees suf-
fer because of problems at insurer First
Executive Corp.?

That question is being put to a major
test for companies that bought S3.09 billion
in guaranteed investment contracts, or
GICs, from First Executive for their em-
ployee benefit plans. First Executive’s
troubled Executive Life units in California
and New York were seized by state insur-
ance regulators last month.

GICs, which are fixed-income contracts
sold by insurance companies, are ex-
tremely popular retirement and savings
plan options. While how much Executive
Life will pay on the dollar to GIC holders
may not be known for months, companies
have begun freezing portions of their em-
ployee savings plans that were invested in
GICs issued by Executive Life. Companies
say freezing part of the plans is necessary
until they know exactly how much Execu-
tive Life will repay on Its GICS.

Among the companies imposing freezes
are Honeywell Inc., Xerox Corp. and Un-
isys Corp.; others are expected to follow
suit shortly.

Now, in what is believed to be an un-
precedented move, Holiday Inns Inc., a
unit of Bass PLC, has decided that it-and
not employees-ought to bear any GIC-re-
iated loss. The hotel chain has promised to
make up any losses of principal on the
S12.8 million of its employees' money in a
company savings plan that was invested in
GICs issued by Executive Life. "Our em-
ployees deserve to know that their invest-

iton T roubled GIC A ccounts?

Executive'life .GICs..Cause a Chill - ¥
Cgmpanieshave frozen.ar purchased parts of their ermployee benfit plans Inyest™in/
guaranteed investment contracts (ACs) Issued by Exeautive Life,

GE)%%‘ALEELIFE PORTION CF
COMPANIES . N ACAND ACTICN
(In million*)

Honeywall $72.0 16.0% Executive Life portion frozen

Xerox 66.4 7.5 Executive Life portion frozen

Unisys 40.0 30.0 Executive Life portion of both funds

(2funds) 3.0 7.0 frozen

Marathon Oll 20 20 Executive Life portion frozen

Holiday Ir.ii 128 14.0 Executive Life portion frozen; company
promises to cover any losses

Georgia-Pacific 5.4 N.A. Company purchased Executive Life

NAcNot applicable

ments will be prot ‘ted," the company
said last week,

A widespread move by companies to
shoulder losses for employees due to the
problems at First Executive would be a
sea change. That's because most of the
employee benefit plans that hold First Ex-
ecutive GICs are so-called defined contri-
bution plans.

Defined contribution plans-which in-
clude most company-sponsored thrift,
profit-sharing and 401(k) plans-place re-
sponsibility for a;iy investment losses
squarely on employees. Employees usually
are given the choice to allocate money in
their accounts among several investment
options, including stock, bond and GIC
funds. (That contrasts with defined benefit
plans, which include most long-established
pension plans, in which the employer bears

GICs from GIC Fund

Sourct: Company r$ptitts

the risk for any losses on the plan’s Invest-
ments. |

Record numbers of defined contribution
plans have been set up in the past decade
by companies that find them cheaper and
easier to administer than defined benefit
plans.

Employees in defined contribution plans
have suffered losses In the past, most dra-
matically during the 1987 stock market
crash. But the Executive Life GIC prob-
lems involve fiduciary questions that go
beyond market risk. As a result, the way
companies react to losses In this case
could portend how they approach their de-
fined contribution plans in future cases.

"We are walking new ground," says
benefits consultant Roger C. Bransford of
TPF&C. "I think the nature of the (defined

Please Turn to Page C12, Column 3

yr



Companies Address
Employees’ Losses
From First Executive

Continued From Page Cl

contribution) promise is going to be re-
thought."

Other companies may take a similar
view to that of Holiday Inns as fallout from
Executive Life spreads, experts say. For
one thing, companies are concerned about
morale problems if employees have to sus-
tain GIC losses. In addition, though compa-
nies may not be legally bound to make up
employee losses in defined contribution
plans, some companies may worry about
possible lawsuits charging them with
lapses of their fiduciary duties for not hav-
ing spotted problems with Executive
Life.

"I'm sure there will be litigation sur-
rounding this by people who have lost
money on Executive Life," says Howard C.
Weizmann, executive director of the Asso-
ciation of Private Pension & Welfare
Plans, a benefits trade group that includes
corporations, consultants and actuaries.
"If the corporate wherewithal! is there to
make people whole, | think a lot of com-
panies will do that."

Georgia-Pacific Corp. anticipated prob-
lems with Executive Life GIC contracts
when it acquired Great Northern Nekoosa
Corp. last year. Great Northern had pur-
chased S5.4 million in GICs from Executive
Life for its employee savings plan, but
Georgia-Pacific officials decided against
combining those contracts with its own em-
ployee savings plan.

"We were uncomfortable with putting
them in" the combined fund, says John E.
Stettler, a Georgia-Pacific benefits official.
"We felt we had a fiduciary issue." As a
result, Georgia-Pacific decided to buy the
Executive Life GICs from the employee
plan so that any loss would come out of the
corporate treasury, not from employees'
savings.

3 of 3

Until now, GIC holders have never suf-
fered a loss; but tilings could be differ-
ent in the case of Executive Life. Payouts
on Executive Life’s GIC contracts were
suspended when California regulators took
over the California unit April 11. (Under a
separate action, payments to holders of
Executive Life annuities were cut back to
70rc 1.

Private Strategy Meeting

Corporate benefit executives from more
than 20 companies witli employee plans
holding Executive Life GICs met privately
late last month in New York to come up
with a strategy for dealing with the in-
surer's problems. Unisys, one of the com-
panies represented, says the group plans to
hire legal counsel to press the claims of
GIC holders before regulators.

Meanwhile, employees must cope with
freezes announced by their employers on
portions of their benefit plans represented
by Executive Life GICs. But even with the
freeze, employees can generally still make
transfers, withdrawals and other transac-
tions normally allowed on the remainder of
their benefit accounts.

In letters to their employees, companies
commonly stress that freezing part of their
accounts doesn’'t necessarily mean that
money will be lost. However, executives
confess they don't yet know what will hap-
pen. "It's very frustrating to have to an-
nounce something like this to plan partici-
pants without having more concrete an-
swers," says Robert Evans, Xerox assis-
tant treasurer.

Some company executives are begin-
ning to worry that a debacle with Execu-
tive Life GICs could hurt the GIC market
as a whole. Already, a number of compa-
nies are shopping for alternatives to GIC
that would offer some of the most attrac-
tive attributes of GICs, such as stable
value, while still providing returns higher
than Treasury securities. "A whole lot of
people are scrambling to consider if they
should do something else," says Charles H.
Salisbury Jr., a marketing vice president
with mutual fund company T. Rowe Price
Associates Inc.
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HOUSE BILL NO. 222
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY REPRESENTATIVES JACKO, Foster, lIvan, Lincoln, MucLcan, Mackic, G.Philiips, Baker, Gonzales

Introduced: 3/15/91
Referred: Community & Regional Affairs, Finance
Funding Information: General Fund $ -0-
Ollier Funds 72.948.922
$72,948,922

A BILL
FOR AN ACT ENTITLED
"An Act making appropriations from the Alaska science and technology endowment for
water, sewer, and solid waste projects, for statewide road and highway maintenance
projects, and to fund the rural development initiative fund; and providing for an effective

date."

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

* Section 1. The sum of $20,000,000 is appropriated from the Alaska science and technology
endowment (AS 37.17.020) to the Department of Transportation and Public Facilities for statewide road
and highway maintenance projects.

*Sec. 2. The sum of $10,000,000 is appropriated from the Alaska science and technology endowment
(AS 37.17.020) to the Department of Community and Regional Affairs for capitalization of the rural
development initiative fund.

* Sec. 3. The sum of $42,848,922 is appropriated from the Alaska science and technology endowment
(AS 37.17.020) to the Department of Environmental Conservation for payment as grants from the village

safe water program (AS 46.07) to the following cities and unincorporated communities for the purposes

HB0222a -1- HB 222
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in the amounts stated:

CITY OR COMMUNITY

City of White Mountain

City of Thorne Bay
Mountain Point
City of Anderson
Glennallen

Anchor Point
Klukwan

Takotna

City of Noorvik
City of Selawik
City of Mekoryuk
City of Unalakleet
Nelchina

Talkeetna

City of Chefornak
Kokhonak

City of New Stuyahok
City of Togiak
City of Gambell

City of Bethel

City of Lower Kalskag

City of Golovin

City of Nulato
City of Emmonak
City of Kotzebue
City of Kiana
City of Ruby

City of Elinm

HB 222

PURPOSE
Water and sewer
Sewer project
Water and sewer project
Septage disposal facility
Sewer system
Watering point facility
Lagoon
Rehabilitation of sanitation facilities
Water and sewer upgrade
Storage/washeteria
Flush tank and haul demonstration project
Solid waste
Waste transfer station and well
East side sewer and water construction
Water and sewer systenm
Water and sewer improvements
Water, sewer, and solid waste
Water and sewer construction
Water and sewer phase II1
Wastewater treatment system improvements

Solid waste improvements

ALLO

$

Water and sewer progressive improvements plan

phase 11
Water and sewer system phase Il11
Sewer and water expansion
Sewer main rehabilitation
Sewage treatment renovation
Sanitary landfill

Sewer ocean outfall line rehabilitation

_2-
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CATION

617,000

1,100,000

2,524,000

300,000

1,200,000

68,000

389,000

225,000

400,000

800,000

180,000

1,414,000

42,600

3,100,000

2,147,499

100,000

477,000

257,000

2,800,000

623,000

175,000

427,280

2,382,000

1,000,000

1,370,000

968,000

60,000

431,000

HB0222a
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City of Hooper Bay
City of Shageluk
City of Kaltag

City of Manokotak
City of Port Lions
City of Coffman Cove
City of Savoonga
City of Chignik
City of Kotzebue
Chistochina

Port Graham

City of St. Michael
City of Kivalina
South Naknek

City of Clarks Point
Healy Lake
Tanacross

City of Atka

City of Grayling
Birch Creek

Minto

City of Larsen Bay
Noatak

City of Kotzebue
Chenega Bay

City of Chevak
City of Shungnak
Point Baker

City of Eek

City of St. Michael

City of Kasaan

HB0222a
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Water and sewer upgrade

Washeteria/vvater treatment plant renovation

Water and sewer extension

Water system improvements

Water and sewer

Water and sewer construction

Solid waste

Sewer upgrade/drainfield replacement

Sewage lagoon upgrade
Safewater

Engineering design/study

Water tanker/fire truck/appurtenances

Water tank upgrade

Septic tank project

Extension of water and sewer

Water/sewer project

Water and sewer expansion and repair

Engineering evaluation water/sewer

Gallery pump project

Solid waste removal and relocation

Solid waste site

Water improvements

Solid waste site

Sanitary landfill study

Solid waste disposal

Laundry and sewer disposal lines
Solid waste improvements

Engineering feasibility study

Feasibility study-water well drilling

Phase Il washeteria

Water supply improvements-phase

_3-

990,000
300,000
217,380
300,000
250,000
800,000
750,000
200,000
480,000

25,000

75,000
300,000
900,000
581,000
280,000

92,000
200,000
100,000
100,000

10,000
150,000
530,000
300,000
150,000
383,891

37,000
120,000

25,000

22,500
474,200

306,000

HB 22
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City of Toksook Bay

Water supply improvements project

550,000

Stevens Village Washeteria upgrade 400,000
City of Brevig Mission Water and sewer design 150,000
City of Ouzinkie Safewater relocation 200,000
Gulkana Water treatment plant rehabilitation

and provision of water storage tank 430,000
Birch Creek Tank rehabilitation 150,000
City of Kobok Water, sewer, and solid waste 1,500,000
City of Scammon Bay Village safe water 150,000
Metlakatla Water tank and feeder lines replacement 584,200
City of Teller Safe water/sewer/solid waste 200,000
City of Eagle Washeteria, lagoon and water project 1,600,000
City of Ambler Water and sewer lines 150,000
Venetie Washeteria rehabilitation 1,470,000
City of False Pass Water supply for new community development

project 280,250
City of Eek Washeteria upgrade 8,122

* Sec. 4. The sum of $100,000 is appropriated from the Alaska science and technology endowment
(AS 37.17.020) to the Department of Environmental Conservation for engineering feasibility studies for
the village safe water program and for payment as grants under the village safe water progranm
(AS 46.07) for engineering feasibility studies.

* Sec. 5. The appropriations made by secs. 1 and 3 of this Act are for capital projects and lapse under
AS 37.25.020.

* Sec. 6. The appropriation made by sec. 2 of this Act is for capitalization of a loan fund and does
not lapse under AS 37.25.010.

* Sec. 7. Section 2 of this Act takes effect on the effective date of an Act enacted by the Seventeenth
Alaska State Legislature that creates the rural development initiative fund.

* Sec. 8.

Except as provided in sec. 7 of this Act, this Act takes effect immediately wunder

A'S 01.10.070(c).

HB 222 -4- HB0222a
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House of Representatives

While in Session: Member:

Box V Finance Comittee
Juneau, A K 99811

(907)465-4942 Finance

Subcommittee Chair:

P.0. Box 47001 Courts
Pedro Bay, Alaska 99647 Department of Public Safety
(907)850-2208 Finance

Subcommittee Member:

Department of Fish and Game

Rep. George Jacko, Jr.

MEMORANDUM

TO: Representative Eilfeen MacLean, Co-chair
Representative Mike Navarre, Co-chair
House Finance Committee

FROM: Representative G "acko, Jr.

DATE: A pril 18, 1991

sussect: Request for Scheduling House Bills No. 222 and 256

I respectfully request the scheduling of House Bills 222 and 256
in your committee at your earliest convenience. Following are
brief summaries of the bills:

HB 222

This bill appropriates $73 million from the Alaska Science and
Technology Endowment (ASTE) to fund the following three parts:

D $42.8 million to DEC for statewide village safe water
projects;

2 $20 million to DOT/PF for statewide highway and road
maintenance projects; and

3 $10 million to DC&RA for capitalizing the Rural Development
Initiative Fund (which is created by HB 256).

I and ten co-sponsors introduced this legislation to address
critical and important needs of the State of Alaska.

As we draw closer to the 21st century, many communities iIn the
state continue to live with deplorable water and sewer conditions.
It"s unconscionable that the very basics of health and life safety
of the people iIn this state are given such a low priority.

msntlCT 26: ADAK, AKUTAN, ALEKNAGIK, ATKA, BELKOFSKI, CLARK'S POINT,COLD BAY, DILLINGHAM.DUTCH HARBOR, EGEGIK, EKL'K, EKWOK,
FAILSE PASS. IGIUGIG, ILIAMNA, KING COVE. KLNG SALMON, KOKHANOK, KOLIGANEK, LUVELOCK, MANOKOTAK. NAKNEK, NELSON LAGOON.
NEWIAILEN, NEW STUYAHOK, NIKOLSKI, NONDALTON, PEDRO BAY, PILE BAY,PILOT POLVT, POPE &« VANOI, PORT ALSWORTII, PORT IIEIDEN, PORT
MOLLER, PORTAGE CREEK, SAND POINT, SOUTH NAKNEK.SQUAW HARBOR, ST. GEORGE, ST. PAUL. TOGIAK, TWIN HILLS. UGASIIK, UNALASKA



House Finance Co-chairs -2- April 18, 1991

Governor Hickel®s SB 133 funds the first $6 million of DEC~®S
Village Safe Water Project list, which totals over $48 million.
s list ends, and funds the

HB 222 continues where the Governor
remaining list of DEC®"S projects ($42.8 million total in HB 222).

The 1list by DEC was compiled and submitted to the Administration
in November of 1990. The projects in HB 222 are derived directly
from this list. Since November of 1990, Il understand this list
continues to rapidly grow; it"s already $1 million above the total

of $48 million.

HB_256.

This bill establishes a revolving loan fund and a fund to purchase

capital stock and provide surety bonding. This loan program,
combined with bank participation, will provide capital leveraging
for the loan applicants.

Specifically, this program would provide 1loans of wup o $100,000
to one person, or a loan of up to $200,000 to two or ore persons,

3

for commercial purposes by a business located in a co unity with
a population of 5,000 or less. The fund could also b
provide capital for new business ventures in similarl
communities through the purchase or underwriting of s

bonds .

used to

sized

~ < ® 3 =3 =

ocks and

As a result of the decline in bank competition in the mid-1980"s,
it"s even more difficult to access capital in rural areas today.
HB 256 will aid individuals and communities in rural ares to gain
access to capital, which 1 believe 1is the greatest need to inspire

economic growth and diversify the 1local economies.

Please contact Rona Sorensen of my staff if you have any

guestions.

Thank you for any consideration you may give to scheduling these

bill as eary as possible.



COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS,CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0
CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0.0 0.0 00 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY 0.0 0.0 0.0 0.0 0.0

Estimate of current year impact:  None
ANALYSIS:  (Attach a separate page if necessary.)

The department would be able to administer these grants with existing staff.

Phone: 465-2600
Division: Commissioner's Office Date: 4/16/91

Approved by Commissioner: v_Lo—v v Ja
Agency: Department of Environmental Conservauorr Date:

FY 97
00

0.0

0.0

0.0

f -

Distribution (by preparer):Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies)

Rev. 10/90 Page



r NEWS RELEASE

FOR INFORMATION CONTACT:

Rona Sorensen

(907) 465-4942
FAX (907)465-2997

FORIMMEDIATE RELEASE

91-12
March 15, 1991

JACKQ. LEGISLATION APPROPRIATES NEARLY $73 MILLION
Rep. Jacko and nine co-sponsors introduced legislation this
morning which would address <critical and important needs of the
State of Alaska; both rural and urban. House Bill No. 222
appropriates just shy of $73 million from the Alaska Science and

Technology Endowment (ASTE) for water, sewer, and solid waste

projects; statewide road and highway maintenance projects; and to
fund the Rural Development Initiative Fund. Another piece of
legislation, which is needed to establish this currently non—
existing fund, is in the works.

Specifically, HB 222 appropriates $20 million to the
/
Department of Transportation and Public Facilities for statewide
road and highway maintenance projects. The bill appropriates

another $10 million to the Department of Community and Regional

Affairs for capitalization of the Rural Development Initiative
Fund. The vehicle establishing this fund 1is still in the draft
stage. Lastly $42.8 million, the largest appropriation of the
bill, goes to the Department of Environmental Conservation for

statewide water and sewer projects.

-more-
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Rep. Jacko stated, "My disappointment wi
Actoi”~ist.ration[s_haphazard”®~atterapt_to address
and health safety needs of communities spurre
this section of House Bill 222. Governor Hic
merely $6 million or the total $48 million re

water projects in his deferred maintenance bi

frankly, I see this as an eye dropper appro
most serious problems we have 1in rural areas

"1 realize this legislation will be cont

critically analyzed", commented Rep. Jacko.
beautiful, high minded projects that academic
about. However, I find these projects very d

in light of the deplorable water and sewer <co
in rural Alaska today. It*"s unconscionable t
of health and life safety of the people 1in th
such a low priority. Let me give you a coupl

Kokhanok 1is a small village 1in the Lake

District 26. As we draw closer to the 21st c
of 152 people, I*m sorry to say, continues to
water and sewer facilities. Each Spring, whe
begins to thaw, the dumped raw sewage from th

buckets"® thaw too. The two run together; and

result is contamination of both the well and

residents draw their drinking water. PEOPLE

-more-
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the very basic life
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kel proposed to fund
quested village safe
11 (SB 133) . Quite
ach to one of the
of the state."
roversial and
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ians can pontificate
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nditions that exist
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e of examples.
Iliamna region of
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the reoccurring
the lake from which

ARE DRINKING WATER
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CONTAMINATED WITH RAW SEWAGE. So is it any surprise that the
residents continue to face bouts of hepatitis A and B outbreaks?
Another community 1in my district, lgiugig, has the same

standard sewage facility as Kokhanok; consisting of “honey
buckets"® and outhouses. A large percentage of the village
residents have either had and developed immunities to Hepatitis B
or become carriers of the disease. Just a few weeks ago, high

winds and heavy vrain contributed to one outhouse®s contents

flowing down the street. Concerned parents and adults ordered the
children stay clear of this area. Shortly thereafter, the ground
froze and it snowed. And kids being kids - were spotted playing

in this area, eating the snow.™
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FROM CITY OF CHIGNIK AK INC

CITY OF CHIGNIK

General Delivery « Chignik, Alaska 99564 « (907) 749-2280

April 12, 1991
Honorable George G. Jacko., Ir.
House of Representatives
State of Alaska
P.O. Box V
Juneau, AK 99811
Dear Representative Jacko:

* The ability to provide Bafe water and wastewater facilities 1is an
absolute neceasity for both present public health as well as future
economic growth and development. Over the years, the Public Health
movement has been able to document that one of the greatest contribu-
tors to increased life expectancy through decreased incidence and
spread of communicable diseases has been the presence of safe and
sanitary water and vaste-vater systems.

He support your efforts to secure the passage of HB 222 for capital
projects expenditures for water and sewer systems. We hope other
legislators join in your efforts.
Sincerely yours.
wawiiw « . 8§
Mayor
cc.
Hon. C liff Davidson
Hon. Fred Zharo ff

T0 2}

.01



XANANA CHIEFS CONFERENCE, INC.
122 ARST AVENLE
FAIRBANKS, ALASKA 00701-4807
PHONE (007) 4520251 FAX (007) 451-0036

April 10, 1991

Representative George Jocko
P.0O. BaxyV

State Capitol

Juneau, Alaska 99811

Dear Representative Jocko:

As I am unable to attend today"s Legislative Hearing on House Bills 222
and 256, | am writing to you in support of these two pieces of
legislation. I cannot stress enmgh their importance in providing a
much needed boost to village eacmcmies. Appropriation of these funds
would provide a chance for Native people to participate in the arenas
of economic development and entrepreneurship which have mors often than
not been closed.

Although Tanana Chiefs wholeheartedly supports both HB222 and HB256, it
is with special interest that w» target support of the $1.5 million
earmarked in HB222 far Rural Entrepreneurship Loans for commit!es of
5,000 or lesa. mis past fall we began offering a three part
Entrepreneurship Training Progranm. Following extensive recruitment in
a number of Interior and Arctic Slope villages (Tanana Chiefs
administers employment and training programs for the Arctic Slope as
well as the Interior), we brought 14 students into Fairbanks far an
intense four week training seesion.

All 14 students oaipleted the program and are now going through the
follow-up phase. With cunplebed business plans in hand, they are in
the process of "pounding the pavement”™ in search of small business
loans.

Although we were lucky enough to have a Memorandum of Agreement in
plaoe with the National Bank of Alaska for the financing of first tims
small business loans, still we are only talking about a possible $2,000
to $5,000 outside of NBA"s regular loan process. Obviously this
coipanent of the program gave our students an extra incentive?7 still,
it is not even "in the ballpark”™ with the kind of money that would be
available through HB222.

Tanana Chiefs hopes to continue offering our program. We have an
excellent curriculum and instructors. We have the support of the BIA
and NBA loan programs, tie have a real need in our carrunitiee with an

unemployment rata in many cases as high as 85%. Ws also want to offer



viable alternatives for peopls who would like to have the opportunity
to work in their village where jobs are limited - and not have to feel
they must leave family and friends behind to accept waployaent in
Fairbanks, Anchorage or Juneau. But, the weak link is still helping
cur graduates to secure the necessary level of funding needed to give
then a true chanae to succeed.

At a time when Aliska"s urban centers are finally beginning to see sane
economic upturns, Tanana Chiefs Conference hopes you will take this
unique opportunity to assist in providing seme new and much needed
alternatives for our rural residents.

Thank your for your time and attention to this natter.

Sincerely,

TANANA CHIEFS CONFERENCE, INC .

Will Mayo, President Donna L. Scott, Director
Employment and Training

oe: Representative Mark Boyer

attachments
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B ering S trait

E ¢conom ic C ounwec il

Po*t Offlea Bon 1008 - Noma .Rlatka 907*3 - (907) 443-5293

BOARD OF DIRECTORS RESOLUTION 4-10-91-3

REGARDING SUPPORT FOR HOUSE BILL 256
AND HOUSE BILL 222

WHEREAS, the Bering Strait region hat great potential for the
development of successful new village-based economic development
projects, and

WHEREAS, the Bering Strait region is currently the most poverty-
stricken region of the state and is desperately searching for
alternatives to welfare programs, and

WHEREAS, economic development in the Bering Strait region i9 not
stymied by the lack of good projects, but by the lack of debt and
equity capital for good projects, and

WHEREAS, Mouse Bill 256 sets up the Rural Development Initiative
program to provide funding for good rural economic development»
projects, and

WHEREAS, House bill 222 provides $10 million in funding for the
Rural Development Initiative program,

WHEREAS, the Bering Strait Economic Council is the regional
A.R.D.O.R. economic planning organization for the Bering Strait
region,



NOW THEREFORE, BE IT RESOLVED that the Board of Directors of
the Bering Strait Economic Council strongly supports House Bill 256
and House Bill 222 urges the Legislature to pass both bills.

Dated at Nome, Aiaska thie 10th day of April, 1990

&

LONNIEO CONNOR
President



APR 17 "91 09=51 FAIRBANKS-NS.BOROUGH

Fairbanks N orth Star Borough
809 Pioneer Road - P.0.Box 1267 e  FRairbaks, Alaska 99707 - 907/452-41

April 17, 1991

Honorable George G. Jacko, Jr.
Alaska State Legislature

P. o. Box V

Juneau, AK 99811

Dear R epresentative Jacko:

Reference the Fairbanks North star Borough®"s stand on
HB222, 1 am supportive of the need and intent of the Bill.
However, 1 believe that if that money could be directed to
using the new technology, either developed under ASTF grants,
or new technology developed for climates compatible with our
bush communities, something more meaningful will be
accomplished.

Part of the problem with developing new technology is
that the initial capitalization costs are usually higher than
the old technology. Marketing is difficult for that reason.
Long term savings can be proven, but the initial hurdle of the
up front costs are hard to overcome. IT this bill would
provide the vehicle for using those new technologies which
prove to be least cost and least maintenance, you will have
accomplished two very noble goals.

I wish you good luck in your deliberations.

Helms

B orough M ayor
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Testimony

In Support of House Bills 222/256, To establish the Rural Development
Initiative Fund

by Carl Berger, Economic Development Director, Association of Village
Council Presidents, Bethel, AK

I am testifying in support of tha effort to appropriate ten million
dollars to Dept, of Community & Regional Affairs for capitalization

of the Rural Development Initiative fund. It is true that access to
capital continues to be the greatest barrier to rural economic develop-
ment. Providing access to low interest loans for rural business ventures,
together with appropriate technical assistance and clear and understandable
regulations and guidelines would be an appropriate role for the DCRA
Passage of this legislation will encourage and foster rural small business
ventures, strengthen pride in rural people and help to combat social

ills by providing viable business enterprise as an alternative. The
program will also stimulate the rural economy and provide additional

jobs.

Thank you for giving me the opportunity to testify on this important

proposed legislation.

Post-Ifllbrand fax transmittal memo 7671 »otp»g*«» /
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Citq of Qolovin
P.O. Box 62059
Qolovin, Alaska
99762
Ph: (907) 779-3211
or 779-3681

April 15, 1991

Alaska House Of Representative
Honorable Richard Foster

P.O. Box V

Juneau, Alaska 99811

Dear Honorable Foster,

On Behalf of the City Of Golovin and its Citizens we fully support HB 222 and seek

passage of this HB.

We support the Intent of HB 222

1. Improve the Health and Sanitation conditions in Rural Alaska through Sewer and
Water Improvement Projects.

2. Stimulate the Local Economy through various Sewer and Water Projects, thereby
creating Jobs for Rural Alaskans.

3. Assure Rural Alaska adequate participation in the FY92 Budget Process thereby
fully benefiting from the oil revenues long used to improve Urban Living
conditions.

Improve the”Rural Roads and Transportation Infrastructures, so desperately in
need and so often neglected due to Inability to meet Federal Match requirements
(section 1 of the Bill).
5. Jump start the long sought Rural Development Intitiative Funds under the Dept.
Of Community and Regional Affairs.
\

An identical SB 179 was introduced by Honorable Al Adams for the City Of Golovin's
number one priority. \ .

Respectfully,

Charles A. Lewis Sr.-Mayor

Harry V. Boone-Grants Administrator

cc file /Honorable Senator Al Adams
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| City of Nulato

P.0. Box 65009
Nulato, Alaska 99765
907) 898-2209

April 19/ 1991

Representative George Jacko Jr.
P.0. Hox V
Juneau, AK 99811

Dear Representative Jacko,

I am writing to express my support for HB-222 which would tap the Alaska Science
and Technology Foundation reserves for $72.9 million. | also support and
encourage your efforts to channel these funds to DEC water/sewer priority
projects in rural Alaska, to DOT for statewide highway and road maintenance*, and
to nCRA for capitalization of the Rural Development Initiative Fund.

The Governor®s budget bill provides $6 million for water/sewer priority projects
in 10 Alaskan villages, plus $500,000.00 for village clinic water/sewer state—
wide. An additional $42.8 million is needed to meet the water/sewer project
needs of 73 communities on the DEC Village Safewater Priority list. Most or
these 73 communities do not have running water or sewer services in the homes of
their residents. Many of them have only a small community washeteria or watering
point. Most villages still must haul water to their homes and use honey buckets
for toilets. 1

I find I ironic - and hard to believe - that the state has $108 million in
reserve for science and technology at a time when rural Alaskans still lack basic
and essential services taken for granted almost everywhere else in our country.
Surely we can advance the interest of science without sacrificing the needs of
our people. HB-222 would easily provide funds for all the projects on the dec
village Safewater priority listj would provide an additional $30.9 million for
other important projects statewide and would leave the Alaska Science and Tech—
nology Foundation with a reserve of $35.1 million. 1 wholeheartedly support, the
passage of HB-222. Thank you for your time and consideration.

Sincerely,

Treasurer
AD/-ip

cc: Governor Walter Hickal ,
Senator Al Adams
Senator Lyman Hoffman
Representative Georgianna Lincoln
Representative Eileen MaclLean



1153 Donna Dr.
Fairbanks, Ak 99712
April 1, 199#
Members of the Community and Regional Affairs Committee
House of Representatives
Pouch V
Juneau, AK 99811

Dear committee members,

| feel House Bill #222 sponsored by members of the "Bush
caucus” does not warrant any consideration by your committee. This
$73 million dollar raid on money already appropriated to the Alaska
Science and Technology Foundation show a blatant disregard of the
wisdom of former legislative and executive actions which established
the fund. To me it also demonstrates a shortsightedness and lack of
understanding on the part of the sponsoring representatives on what
the ASTF is designed to do.

As a successful recipient of a grant from the ASTF | may have
good reason to be biased. However my project, “Beekeeping in Alaska",
has already made an impact on the beekeeping industry in the State. The
number of beekeepers in the Delta Junction area, for example, has
increased from three or four to an estimated 15. The number of
colonies expected to be operated this upcoming season in the same area
is estimated at least 51, up from about 10 two years ago.

One of my project’s goals is to establish economic models in two
rural communities to demonstrate that community effort and
cooperation in a small scale beekeeping project can have profitable
results. The final analysis is a season or two away but | feel there will
be success.

In addition to the economic models | am writing a hands-on
Alaskan beekeeping manual, training beekeepers in rural areas, and
researching the indoor overwintering of honey bee colonies. The purpose
of the program is to benefit rural Alaskans in small communities
looking for ecologically sound cottage industries. My efforts would not
have come about without the moral support of members of the
beekeeping community and the financial support of ASTF.



Money from ASTF has allowed me to leverage funds from other
agencies to help expand the beekeeping industry in the State. | received
a mini-innovation grant through DCP.A to buy community honey
extracting equipment for the Delta region. Members on the selection
committee for the proposal evidently saw the merits of the small scale
project as it was awarded a 97 out of 100 possible points on their
rating scale. | have submitted a proposal to USDA Forest Service Rural
Development program to assist the beekeepers in the Nenana region in
much the same manner as the Delta project. | hope it is obvious to the
members of the committee the rural impact of this project and that
parallel development of agriculture and beekeeping is a requirement of
Mother Nature.

I can almost hear grousings about beekeeping in the arctic regions
of the State from our northernmost members. Sure, beekeeping is not
suited for every geographic area of the State- neither is oll
development. However, the mission of the ASTF is neither to drill for
oil in every village or turn us all into beekeepers. It is to transfer
technology and utilize research for the benefit of all State residents. A
significant contribution to the health and waste disposal problem faced
in a good portion of the State is resulting from another ASTF grant- the
AlasCan composting and greywater system.

In HB#222 one of the areas slated for funding is community
laundry facilities. Are you going to dump thousands more gallons of
phosphate laden wash water into the effectively dysfunctional utility
systems? ASTF and the US DOE have recognized the potential impact of
Clint Elstun’s composting toilet and greywater treatment system and
seen fit to fund it. I would hope the members of the legislature have
the same vision and will resist the urge to raid the ASTF endowment
for such a short term and short sighted project.

In closing | would like to point out one often overlooked aspect of
ASTF to the committee members. When wo hear “Science and
Technology”, we conjure up mental pictures which range from wild
haired scientists sporting white lab coats and chuckling maniacally
over bubbling test tubes to the sprawling techno cities of California’s
Silicon Valley. My personal experience plus meeting with other
successful grantees demonstrates that ASTF money is not going to



ivory tower "egg-heads” as many would suspect. Instead it is going to a
cross section of Alaskans with an idea and a dream regardless of their
educational or professional background (please note- I am in no way
inferring the money is going to incompetent people- just that lack of
"professional” credentials is no reason to deny funding). Fishermen who
have a better idea, farmers who want to experiment with a different
feed, inventors with a better toilet, prospectors with a gold recovery
idea, laborers turned beekeeper and desiring to share the experience,
are examples of the "guy next door" recipients of funding. ASTF is not
funding dog powered washing machines nor will it fund “secret
extension cords” which plug into the Northern Lights. Take a very good
look at the proposals funded, every one of them has or will make a
difference to Alaska. Someone from your village may have the next
“Good Ideal” Thank you for your time and 1 again urge you to leave ASTF

to benefit all Alaskan for a long time to come.
Sincerely yours,

Stephen F. Petersen



1340 D enali stre et #3
A nchorage, A K 99501

(907) 276-5160

A p ril 2 4, 1991

To th e members of the
House Finance C om m itte e

A la s k a S ta te L e gislature

C apito | B uild in g , Rm 519
Juneau, A K
R e HB 222

M embers:

| am w ritin g to express my o pp o sition to HB 222. | have re cently
re turned to A nchorage a fte r spending a year and a h a If in s ilic o n
valley a s sisting sm all technology based com panies in fin ancing,
developing and m arketing th e ir technology products. | fe e | th a t
th e funds in th e A la s k a S cience and Technology Foundation reserve
w ill provide greater b enefit to th e re sidents of th is s ta te if th ey
are used as o rig in a lly intended, to provide fin a n cia |l assistance

fo r the development of new technologies

I'n th e 1980"'s, sm all com panies accounted for much o f th e grow th in
em ploym ent in th e U nite d s ta te s . M uch o f th e w e a lth cre ated in
C aliforn ia in th e past decade can be traced to th e successes of its
countless h ig h technology startup s . M uch of th e recent growth in
em ploym ent in S e a ttle can als o b e tra ce d e ith e r d ire c tly or
in d ire c tly to technology baaed com panies, b oth la rg e and sm all.

A's w e enter a new decade, sm all com panies are fin d in g it harder
th an ever b e fore to rais e funding necessary to fin ance th e ir
operation *. V enture capita lis ts are in cre asingly re lu ctant to
provide seed cawpital to b egin new ventures, and are m ore in tere ste d
in continuing to fund operations th a t have alre ady proven
successful. At th e sam e tim e , costs fo r new s tart-up s have
skyrocketed in areas tra d itio n a Ily th e home to such ventures, such
as s ilic o n valley, orange C ounty, C a lifo rn ia and S e attle . P roperly
m arketed and adm inistere d, a la rg e seed fund Buch as th e S cience
and Technology Foundation reserve could b egin countless ventures
th at m ight not otherw ise fin d funding, and oould serve as a magnet

to a ttra ct technology com panies to A la s k a

W ith in cre asingly cheap com m unication and tra n s portation, A la s k a
may fin d its e |If able to e ntice entrepreneur-rs to its c itie s , b oth

b ig and sm all, to develop and m arket technology based products



To members of the House Finance Com mitte e

A p ril 2 4, 1991

Page -

A utogenesis, an Anchorage based company th at re cently obtained FDA
approval fo r a com puterised bona brace is an exam ple o f th e
economic b e n e fits from h ig h technology com panies. An a rtic le in
th e A p ril 10, 1991 Anchorage D aily N eva in dicated th at th e company,

aided by $226,675 from th e A laska S cience and Technology Foundation

and $500,000 from a s tato -fin anced venture capital p oo l, expects
to have 4 0 people w orking in an A nchorage plant by 1995.

The proijects fo r w hich R epresentative Jacko proposes to use th e
S cience and Technology Foundation reserves are im p ortant. However,

th o s e reserves could provide gre ater economic b enefit to th e s ta te

if used as intended?* The increased ta x and em ploym ent base w o u ld
provide th e resources to fun d th e p rojects proposed by
R epresentative Jacko, w hile providing a m ore diversifie d and

h e althy economy for th e s ta te

T hank you for considering my comm ents.

V ery tru ly y ours,

M artin J B arrack
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CS FOR HOUSE BELL NO. 225 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): REPRESENTATIVES KOPONEN, Davidson, Taylor

A BELL
FOR AN ACT ENTITLED
"An Act allowing retirement credit for the unused sick leave of an employee participating

in the public employees’ retirement system."

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

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

Sec. 39.35.375. CREDIT FOR UNUSED SICK LEAVE, (a) An employee who is
employed on or after July 1, 1990, and who retires after July 1, 1992, may elect to add 40
percent of the unused sick leave credit to the total number of years of credited service under
AS 39.35.370(c). Unused sick leave shall be credited on a day-for-day basis. Employee contri-
butions may not be required for credited unused sick leave.

(b) An employee retiring before July 1, 1992, who returns to membership service with
an employer on or after July 1, 1992, and who subsequently retires is eligible for unused sick
leave credit only with respect to sick leave accrued during membership service on or after July 1,
1992.

(c) Unused sick leave may be added to credited service under this section as of the first

CSHB 225(FIN)

New TSXC Underlined (DELETED TEXT BRACKETED]



day of the month after which

(1) the employee meets the eligibility requirements of this section;
(2) the employee is terminated from covered employment; and

(3) the employee 3 written election regarding unused sick leave is received and

verified by the administrator.

CSHB 25(FN) .

New Text Underlined [DEETED TEXT BRACKETED]



STATE Of ALASKA

1992 LEGISLATIVE SESSION

Revision Date:

Title: -An actallowing retirement credit for unused

sick leave
Sponsor, KOPONEN
Requestor House Finance Committee

Expenditures/Revenues: (Thousands of Dollars)

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
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FY93 FY94

o
o

O O O O ©O o o ©o
O O O O O o O o
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House Bill 225
Analysis of Fiscal Implications to the Retirement Fund
Prepared by Division of Retirement & Benefits
Department of Administration
January 23, 1992

Analysis: Based upon a preliminary study of the State and several political subdivisions,
we have assumed that each future Public Employees®™ Retirement System (PERS)
retiree would be given credit for 500 hours of sick leave upon passage of this hill.
This estimate 1is an average, recognizing that some employees accrue personal leave
and some accrue sick leave. *

To fund this bill, the State PERS contribution rate would increase by .21%. The State
payroll is estimated to be $626,535,254 in FY95 and remain stable each year thereafter.
The University of Alaska (U of A) PERS payroll is estimated to be $81,266,873 in FY95
and remain stable each year thereafter.

The State cost of $1,486.3 is calculated as follows:

Estimated FY95 state PERS salaries $626,535,254
The increase in contribution rate .21%
Total State PERS cost....... $1,315.7
Plus estimated U of A PERS salaries $81,266,873
The increase in contribution rate .21%
Total U of A PERS cost..... JIM
TOTAL FY95 STATE COSTS. $1.486.3

In addition to the State3 cost's above, political subdivision costs would increase by $968.6
in FY95 based on estimated salaries of $461,219,955. The political subdivision salaries are
estimated to remain constant each year thereafter.

Estimated FY95 Political Subdivision

PERS salaries $461,219,955

The increase in contribution rale .21%
TOTAL FY95 POLITICAL SUBDIVISION COSTS...S 96S.6

Passage of this bill would result in a .4% decrease in the PERS funding ratio and would
increase the present value of the PERS wunfunded Hiability by $ 11,700,000.

Page 2 of 2



FISCAL NOTE
BILL NO. CSHB 225(FIN)

STATE OF ALASKA

1992 LEGISLATIVE SESSION
Revision Date: Department Affected: ALLSTATE
Title: An actallowing retirement credit for unused BRU:  ALLSTATE
sick leave
Component: ALLSTATE
Sponsor:. KOPONEN
Requestor House Finance Committee COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FY 94 PY 95 FY% . FYo7 FY 98
PERSONAL SERVICES 0 0 594.6 594.6 594.6 594.6
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EOUIPMENT 0 0] 0 0 0 0
fAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0] 0 0 0 0
TOTAL OPERATING 0 0 594.6 594.6 594.6 594.6
CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0
FUND SOURCE:

FUNDING: (Thousands of dollars)

GENERALFUND 0 0 594.6 594.6 594.6 594.6
federal funds 0 0 0 0 0 0
OTHER

FUND SOURCE 0 0 0 0 0 0
TOTAL 0 0 594.6 594.6 594.6 594.6
POSITIONS

FULL-TIME- 0 0 0 0 0 0
PART-TIME: 0 0 0 0 0 0
TEMPORARY: 0 0 0 0 0 0
Estimate of current year impact:. SO

ANALYSIS: (attach a separate page if necessary.) It will also increase personal services cost to political subdivisions
by approximately $387.4 in FY 95 and each year thereafter.
The attached sheet discusses the fiscal implications” thi? bill to the Public Employees' Retirement System.

Prepared Bv: Garv_Bader ™ E t Phane: 465-446Q 0
Division: Retirement and Benefits Date: lanuarv 24,1992

Approved by Commissioner: Nancy Bear Usera Date:

Agency: Department of Administration

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB & Impacted Agency(ies).

Rev 10/90 Page 1 of 2



Finance Committee Substitute for House Bill 225
Analysis of Fiscal Implications to the Retirement Fund
Prepared by Division of Retirement & Benefits
Department of Administration
March 3, 1992

Analysis: Based upon a preliminary study of the State and several political subdivisions,
we have assumed that each future Public Employees' Retirement System (PERS)
retiree would be given credit for 200 hours of sick leave upon passage of this bill.
This estimate is based upon the employee receiving credit for 40% of the sick leave
that the employee has accrued on average, recognizing that some employees accrue
personal leave and some accrue sick leave.

To fund this bill, the State PERS contribution rate would increase by .084%. The State
payroll is estimated to be $626,535,254 in FY95 and remain stable each year thereafter.
The University of Alaska (U of A) PERS payroll is estimated to be $81,266,873 in FY95
and remain stable each year thereafter.

The State cost of $ 594.6 is calculated as follows:

Estimated FY95 state PERS salaries $626,535,254

The increase in contribution rate .084%
Total State PERS cost $ 526.3

Plus estimated U of A PERS salaries $81,266,873

The increase in contribution rate -084%
Total U of A PERS cost 68.3
TOTAL FY95 STATE COSTS... S 594.6

In addition to the State's cost's above, political subdivision costs would increase by $387.4
in FY95 based on estimated salaries of $461,219,955. The political subdivision salaries are
estimated to remain constant each year thereafter.

Estimated FY95 Political Subdivision

PERS salaries $461,219,955
The increase in contribution rate .084%

TOTAL FY95 POLITICAL SUBDIVISION COSTS...S 387.4

Passage of this bill would result in a .16% decrease in the PERS funding ratio and would
increase the present value of the PERS unfunded liability by $ 4,680,000.



Alaska state capitoli
Juneau, a k 99801-1182
XXXXXXINGG My XX XXX XX

(907) 465-4992

Reresantativé Nifld Kopahen
P P

House District 21

119 N. Cushman, Suite 207
Fairbanks, Alaska 99701
(907) 456-8172

POSITION PAPER for HB 225
This bill corrects an inequity in the retirement system which
unfairly discriminates against public employees.
HB 225 would apply to all Public Employees excluding those whose
benefits have been negotiated under other contracts. Public
employees have long been overlooked in nearly every aspect of their
employment <conditions. For example, many have no unemployment
compensation, and there is no procedure for disbursing accumulated
unused sick leave at termination or retirement, as is found in
other organized employee benefit packages.
Educational support staff would be the principal beneficiaries in
an attempt to create equity within school staff. HB 225 amends the
provisions of the Public Employee®™s Retirement Systen (PERS) to
make the calculation of credited service for non-certificated
employees in the Teachers Retirement Systenm (TRS) and for
Legislative staffers in PERS. Teachers who are covered by TRS
receive a full years credit for 180 days of work, while educational
support staff receive only a percentage of each year®"s credit in
one year.
It is imperative that public employees attend their jobs with few
absences, because substitutes for janitors, secretaries, teachers?™*
aides, nurses etc., are uncommonly found (a result of low wages,
long and odd hours, and the requirement to be an Alaska Public
Employee). The absence of any one of these employees is not only
disruptive to the days” events in a public facility, but can have
harmful effects in the event of an emergency. This bill would
encourage those Public Employees to not sacrifice their retirement
monies for personal leave.



NEA-ALASKA

AFFILIATED WITH THE NATIONAL EDUCATION ASSOCIATION

ANCHORAGE REGIONAL OFFICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
105 MUNICIPAL WAY. SUITE 302 2118 CUSHMAN STREET
ANCllz-ll%)lRWGé? KEA%%E\NEL)JSIJES% JUNEAU. ALASKA 99801 FAIRBANKS. ALASK:)% 99701

- 907) 586-3090 07) 456-44
FA)QQOZ&O%)?LE?%%%M FA>(<: (7307) 586-2744 FA&:( 7) 456-2159
February 26, 1992

To: Representative’s Navarre and MacLean, Co-Chairs
Members, House Finance Committee

Re: HB 225: "An Act allowing credit for the unused sick
leave of an employee participating in the public
employees™ retirement system."

NEA-Alaska strongly supports and encourages your favorable consideration of HB 225.

Non-certificatcd employees of public school districts and state employees should have
access to the same level of retirement benefits under the PERS as their certificated
employee counterparts who are covered by the TRS.

An employer clearly benefits when employees do not fully utilize the paid sick leave
benefits to which they are entitled under law or a collective bargaining agreement. This
represents not only a financial savings to employers, but also provides for greater
continuity in critical programs and services.

The ability to apply up to one year of accrued unused sick leave toward credited service
in the computation of their retirement benefits is an appropriate acknowledgment of the
worth of the service of an employee, further, it is an incentive for all employees to be
conscientious in their use of paid leave.

It is time for all public school employees to be treated equitably and in the same manner
under their retirement systems.

Thank you for your consideration of our position and recommendation.

Respectfully submitted,

Vernon O. Marshall Don Obcrg
Executive Director President

cc. Representative Koponen



WRITTEN TESTIMONY OF
THE ALASKA STATE EMPLOYEES ASSOCIATION/AFSCME LOCAL 52
ON BEHALF OF HOUSE BILL 225
"RETIREMENT CREDIT FOR UNUSED SICK LEAVE-
BEFORE THE
HOUSE FINANCE COMMITTEE
FEBRUARY 26, 1992

FOR THE COMMITTEE'S RECORD, MY NAME IS DICK FARRIS. | AM A
STATE EMPLOYEE IN FAIRBANKS AND A MEMBER OF ASEA/AFSCME LOCAL
52'S STATEWIDE POLITICAL ACTION COMMITTEE. P.O. BOX 80937,
FAIRBANKS, ALASKA 99708. MY TESTIMONY TODAY NOT ONLY REFLECTS MY
VIEWS, BUT THOSE OF THE 8,500 WORKING MEN AND WOMEN WHO EMBODY
THE ALASKA STATE EMPLOYEES ASSOCIATION.

| WOULD LIKE TO THANK THE CO-CHAIRS AND MEMBERS OF THE
HOUSE FINANCE COMMITTEE FOR SCHEDULING HOUSE BILL 225 FOR
TODAY'’'S PUBLIC HEARING, AND FOR PROVIDING THIS OPPORTUNITY TO
TESTIFY IN FAVOR OF THE BILL.

| WOULD ALSO LIKE THANK, REP. NIILO KOPONEN, OF MY DISTRICT-
FARIBANKS-FOR INTRODUCING THIS BILL WHICH, WE BELIEVE, BENEFITS
THE STATE AS WELL AS ITS EMPLOYEES.

WITHOUT HOUSE BILL 225, EMPLOYEES WHO TAKE CARE OF THEIR
HEALTH AND WHO MISS VERY FEW DAYS OF WORK, ARE BEING PENALIZED,
IN A SENSE, BECAUSE THEY LOSE THEIR ACCUMULATED SICK LEAVE THE
MINUTE THEY RETIRE. THIS IS BAD FOR MORALE.

BY PASSING HOUSE BILL 225, YOU HELP THE STATE PROVIDE AN
ECONOMIC INCENTIVE TO EMPLOYEES TO TAKE CARE OF THEIR HEALTH.
THIS, IN TURN, REDUCES ABSENTEEISM, WHICH SAVES THE STATE THE
COST OF HIRING TEMPORARIES TO REPLACE EMPLOYEES WHO ARE OUT
WITH AN ILLNESS.

(CONTINUED)



ASEA/AFSCME LOCAL 52
TESTIMONY ON H.B. 225, PAGE 2

FURTHER, HOUSE BILL 225 WOULD SAVE THE STATE MONEY. BY
ALLOWING EMPLOYEES TO CREDIT THEIR UNUSED SICK LEAVE TOWARD
RETIREMENT, THE COST OF THAT UNUSED SICK LEAVE IS BORNE BY THE
PUBLIC EMPLOYEE RETIREMENTSYSTEM, NOTTHESTATE’S GENERAL FUND.
AS IT STANDS NOW, EMPLOYEES, WHO ARE ONLY HUMAN, HAVE AN
INCENTIVE TO USE AS MUCH OF THEIR SICK LEAVE AS POSSIBLE BEFORE
RETIREMENT AND THIS COST IS BORNE BY THE GENERAL FUND.

THUS, YOUR APPROVAL OF HOUSE BILL 225 TODAY WOULD NOT ONLY
SAVE THE STATE MONEY AND IMPROVE EMPLOYEE MORALE, IT ISALSO A
VERY FAIR THING TO DO.

| BELIEVE THE COMMITTEE RECORD ON THIS BILL REFLECTS THE
STRONG SUPPORT OF THE STATE'SOTHER PUBLIC EMPLOYEE UNIONS FOR
THIS BILL BUT, IF THAT IS NOT REFLECTED, LET ME SAY THAT THOSE
UNIONSSUPPORTINGTHISBILLINCLUDETHE INLAND BOATMENS’ UNION OF
THE PACIFIC-ALASKA REGION; THE ALASKA PUBLIC EMPLOYEES
ASSOCIATION; PUBLIC EMPLOYEES LOCAL 71, AND THE ALASKA STATE AFL-
ClO.

AGAIN, MY THANKS FOR THIS OPPORTUNITY TO TESTIFY. IF YOU HAVE ANY
QUESTIONS, | WILL DO MY BEST TO TRY TO ANSWER THEM.

(END TESTIMONY)
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faira »
April 4. 19B5

House State*Affairs Com mittee
Rep. Katie Hurley. Chairperson
Alaska State Legislature -«
Pouch V [MS-3I1CO]

Juneau. Alaska 99811

ODOearKatie -’

lam employedat WestValley High School in the North Star Borough School
districtin Fairbanks. Alaska as a 9-10 month employee-

| find'it extremely frustrating.to plan for retirementwith accumulating only-
a percentage-of7feach yearsxreditwith the'Alaska Retirementsystem. The teachas
in the-state-and also, connected with the Alaska Retirementsystem receive a full
year creditfor 180 days of work- | work-longerand: getlesg*.

| am asking for equity. Isthatnot fair? | work just as hard and feel that | should
not be dicriminated against any longer.. | hope'that you understand my positions

W ill you please work toward passing this t*H - H.B. 292 out of you comm ittee
with a favorable "OO PASS*response.

Thank you for your concern and committment to representing the wishes of this

concerned Alaskan voter.

Sincerely.

Joan Wilcox

Nurse

1308 Denali Way
Fairbanks. Alaska [9701
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ASEA/AFSCME Local 52
Testimony on H.B. 225

Page 2

H.B. 225, if approved by this committee and the full
Legislature, would almost surely eliminate any abuse of the state"s
sick leave policies because the employees will tend to save their
leave to enhance their retirement. As various studies have
indicated, such an option would save the state money because
absenteeism will decline. A reduction in absenteeism also means a
concomitant increase in service to the Alaska public, whom we are
all here to serve to the best of our abilities.

n those situations where the sick leave and vacation leave

are merged into one category- personal leave- passage of H.B. 225
means large cash-out payments are avoided, further saving the state
money. Passing this bill will also remove some of the inequities

in the state"™s leave policies.

In closing, I want to again thank this committee for allowing
this testimony. And, on behalf of ASEA/AFSCME Local 52 °"s
approximately 8,500 members, 1 respectfully urge you to approve
House Bill 225. Thank you.

(end testimony)



ALASKA STATE EMPLOYEES ASSOCIATION

AFSCME Local 52, AFL-CIO

TO: The Honorable Eileen MacLean and Mike Navarre, co—
chairpersons of the House Finance Committee and to
Committee members.

FROM: Paul DeSloover, President, ASEA/AFSCME Local 52, AFL-CI1O0

" DATE: May 7, 1991

SUBJECT: House Bill 225, allowing retirement credit for unused sick
leave.
The Alaska State Employees Association, AFSCME, Local 52

would Ilike to thank the House Finance Committee for providing this

S permanent record on

o

pportunity to testify for the committee

pu

ouse Bill 225, sponsored by Rep. Niilo Koponen.

As the committee members are aware, this bill would allow
public employees participating in the state"s Public Employee
Retirement Systenm, or PERS, to obtain retirement credit for the

unused sick leave they accrue during employment.

Rep. Koponen should be applauded for introducing H.B. 225
because it seeks to rectify an area of concern for both public
employers as well as public employees. While a vast majority of
state employees take their public service seriously and only wuse
their sick leave as intended- namely, for an illness that prohibits
the employee from performing his or her duties- the monthly accrual
of sick leave remains a negotiated benefit to which all public
employees are entitled.

Under current state law, an ASEA/AFSCME Local 52 member must
"use or lose™" his or her sick leave. While some public employee
unions have negotiated this provision to combine sick and vacation
leave under one "personal leave"” <category, our union has not yet
achieved this in its negotiated settlement with the state. Under
the "use it or lose it" systenm, and despite the best efforts of
state and union managment to protect the integrity of the systenm,
it is safe to say that some, rare cases, of system abuse may occur.

(continued)
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ASEA/AFSCME Local 52
Testimony on H.B. 225

Page 2

H.B. 225, if approved by this committee and the full
Legislature, would almost surely eliminate any abuse of the statejs
sick leave policies because the employees will tend to save their
leave to enhance their retirement. As various studies have
indicated, such an option would save the state money because
absenteeism will decline. A reduction in absenteeism also means a
concomitant increase in service to the Alaska public, whom we are
all here to serve to the best of our abilities.

In those situations where the sick leave and vacation leave
are merged into one category- personal leave- passage of H.B. 225
means large cash-out payments are avoided, further saving the state
money. Passing this bill will also remove some of the inequities
in the state"s leave policies.

In closing, I want to again thank this committee for allowing
this testimony. And, on behalf of ASEA/AFSCME Local 52"s
approximately 8,500 members, | respectfully wurge you to approve
House Bill 225. Thank you.

(end testimony)
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CS FOR MOUSE BILL NO. 225 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE FINANCE COMMIT!EE

Offered: 3/4/92
Referred: Rules

Sponsor(s): REPRESENTATIVES KOPONEN, Davidson, Taylor

A BILL
FOR AN ACT ENTITLED
"An Act allowing retirement credit for the unused sick leave of an employee participating

in the public employees’ retirement system."

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

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

Sec. 39.35.375. CREDIT FOR UNUSED SICK LEAVE, (a) An employee who is
employed on or after July 1, 1990, and who retires after July 1, 1992, may elect to add 40
percent of the unused sick leave credit to the total number of years of credited service under
AS 39.35.370(c). Unused sick leave shall be credited on a day-for-day basis. Employee contri-
butions may not be required for credited unused sick leave.

(b) An employee retiring before July 1, 1992, who returns to membership service with
an employer on or after July 1, 1992, and who subsequently retires is eligible for unused sick
leave credit only with respect to sick leave accrued during membership service oil or after July 1,

1992.
(c) Unused sick leave may be added to credited service under this section as of the first

11B0225b -1- CSHB 225(FIN)

New Tax" (Inrier I Inet! /DEhETED TEXT BRACKETED]
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day of the month after which
(1) the employee meets the eligibility requirements of this section;

(2) the employee is terminated from covered employment; and

(3) the employee’s written election regarding unused sick leave is receivedand

verified by the administrator.

CSHB 225(FIN) 2
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- FISCAL NOTE No_"

m e Bin Version:CSHO025iHHI-
STATE OF ALASKA W m) Publish Date: 3-4-92
1992 LEGISLATIVE SESSION ™D'S r
Revision Date; Department Affected: Administration
Title: -An act allowing retirement credit for unused BRU: Retirement and Benefits____
sick leave

Component: Retirement and Benefits
Sponsor KOPONEN
Requestor House Finance Committee COMPONENT SERIAL NO. 64

Expenditures/Revenues: (Thousands of Dollars)

OPFRATTNG FY93 FYo4 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EOUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 0 0 0 0
|[REVENUE 0 0 0 0 0 0
FUNDING: (Thousands of dollars)

IGENERAL FUND 0 0 0 0 0 0
(FEDERAL FUNDS 0 0 0 0 0 0
IOTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS
FULL-TIME- 0 0 0 0 0 0
PART-TIME: 0 0 0 0 0 0
TEMPORARY: 0 0 0 0 0 0
Estimate of current year impact:. Zero
*XALYSIS: (attach a separate pace if necessary.)
Prepared Bv:  Gary Bader Phone: 465-4460
vision: Retirement and Benefit® Date:  lanuarv 23.1992
.oproved by Commissioner: Nnncv Bear Use L;!: Date: vy /ji -ulr? 2—
eercv: Department of Administration
istribulion (b; preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB & Impacted Agcncy(ies).
?v10/91 Page 1 of 1
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9 FISCAL NOTE . No.&L
Bill Version: CSHB 225 (FIN)

STATE OF ALASKA () Publish Date: 3-4-92
1992 LEGISLATIVE SESSION

Revision Date: Department Affected: ALLSTATE
Title: Anactallowing retirement credit for unused BRU: ALLSTATE
sick leave
Component: ALL STATE
Sponsor. KOPONEN
Requestor House Finance Committee COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY93 FY 94 FY 95 FY 96 FY97 FY98
PERSONAL SERVICES 0 0 594.6 594.6 594.6 594.6
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPUES 0 0 0 0 0 0
EOUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 594.6 + 594.6 594.6 594.6
CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0
FUND SOURCE:

FUNDING: (Thousands of dollars)

GENERAL FUND 0 0 594.6 594.6 594.6 594.6
FEDERAL FUNDS 0 0 0 0 0 0
OTHER

FUND SOURCE 0 0 0 0 0 0
TOTAL 0 0 594.6 594.6 594.6 594.6
POSITIONS

FULL-TIME- 0 0 0 0 0 0
PART-TIME: 0 0 0 0 0 0
TEMPORARY: 0 0 0 0 0 0
Estimate of current year impact:. $0

ANALYSIS: (attach a separate page if necessary.) It will also increase personal services cost to political subdivisions

by approximately $387.4 in FY 95 and each year thereafter.
line attached sheet discusses the fliggyll implications-o/ thfc bill to the Public Employees' Retirement System.

Prepared Bv: ~ Garv Bader ) Phone: 4654460
Division: Radiperenk arid Benefils Date:  fanuarv 24.1992
Approved by Commissioner: Nancy Bear Usera Da —
Agency: Department of Administration *E£BN

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB & Impacted Agency(ies).

Rev 10/90 Page 1 of 2
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Analysis:
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Finance Commilice Substitute for House Bill 225 CS(-H>2~2-S ("P ((0
Analysis of Fiscal Implications 10 the Retirement Fund
Prepared by Division of Retirement & Benefits
Department of Administration
March 3, 1992

Based upon a preliminary study of the State and several political subdivisions,
we have assumed that each future Public Employees’ Retirement System (PERS)
retiree would be given credit for 200 hours of sick leaveupon passage of this bill.
This estimate is based upon the employee receiving credit for 40% of the sick leave
that the employee has accrued on average, recognizing that some employeesaccrue
personal leave and some accrue sick leave.

To fund this bill, the State PERS contribution rate would increase by .084%. The State
payroll is estimated to be $626,535,254 in FY95 and remain stable each year thereafter.
The University of Alaska (U of A) PERS payroll is estimated tobe $81,266,873 in FY95
and remain stable each year thereafter.

The State cost of $ 594.6 is calculated as follows:

Estimated FY95 state PERS salaries $626,535,254

The increase in contribution rate .084%
Total State PERS COSt......ccovveveennne.. $ 526.3

Plus estimated U of A PERS salaries $81,266,873

The increase in contribution rate .084%
Total U of A PERS cost 68.3
TOTAL FY95 STATE COSTS... S 594.6

In addition to the State's cost's above, political subdivision costs would increase by $387.4
in FY95 based on estimated salaries of $461,219,955. The political subdivision salaries are
estimated to remain constant each year thereafter.

Estimated FY95 Political Subdivision

PERS salaries $461,219,955

The increase in contribution rate .084%
TOTAL FY95 POLITICAL SUBDIVISION COSTS...$ 3874

Passage of this bill would result in a .16% decrease in the PERS funding ratio and would
increase the present value of the PERS unfunded liability by $ 4,680,000.

Page 2 of 2
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CS FOR HOUSE BILL NO. 226 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): REPRESENTATIVES KUBINA, Moyer

A BILL
FOR AN ACT ENTITLED

"An Act creating the electrical service extension grant program."

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

* Section 1. AS 44.83 is amended by adding a new section to read:

ARTICLE 8A. ELECTRICAL SERVICE EXTENSION GRANT PROGRAM.
Sec. 44.83.370. ELECTRICAL SERVICE EXTENSION FUND ESTABLISHED, (a)

The electrical service extension fund is established as a separate fund in the authority. The fund

consists only of money appropriated to it by the legislature.

(b) The authority may make grants from the electrical service extension fund ro >

certificated electric utilities and to electric utilities exempt from certification under AS 42.05.711

to pay for costs of site preparation and construction for the extension of electrical service to

private residences and small businesses notcurrently served by an electric utility. The amount

of a grant may not exceed 60 percent of the total cost of construction for the extension of

electrical service. The costs considered in making a grant may not include costs of planning,

feasibility studies, or design.

-1-
New rrxr ‘Jninr!Inod IDELETED TEXT BRACKETED)]
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(c) An electric utility that has received a grant under this section may charge a
connection fee for initial connection to the electrical service made available because of the
construction. The connection fee for each residential or commercial structure shall conform to
the line extension policy of the utility.

(d) The authority shall adopt regulations under the Administrative Procedure Act
(AS 44.62) to implement this section.

(e) In this section, "certificated" means holding a certificate of public convenience and

necessity issued by the Alaska Public Utilities Commission under AS 42.05.

CSHB 26(FN) 2
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FISCAL NOTE

STATE OF ALASKA . BILL NO. CSHB L! n?2T!:
1991 LEG IS LATIVE SESSION
Revision Date: Department Affected:DCFD
Title: An Act creating the BRU:
electrical service extension grant Component:
rogram. s
Sponsor: Kubma .
Requestor: HOUSE FINANCE COVMITTEE COMPONENTSERIAL NO. j
Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0 - -0 - -0 - -0 - -0 - _n_
CAPITAL -0- -0- -0- -0- -0- -0-
REVENUE -0 - -0 - -0 - -0- . -0- _n_
FUNDING: (Thousands of Dollars)
GENERAL FUND -0 - -0 - -0 - -0 - -0 - -n -
FEDERAL FUNDS
OTHER
TOTAL -0 - -0 - -0 - -0 - -0 - -Or
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
Estimate of current year impact:.
ANALYSIS: (Attach a separate page il necessary.)
: w MKtk
RePresentative Mike Navarre, Co-Chair/?r'T"?, 465-1706
Prepared By: Representative Eileen MacLean. Co-ChnirCy Iphrinp- ""'"465-1722
Division: HOUSE FINANCE COMMITTEE Date: 5/9/91
Approved by Com missioner:
Date:_

Agency:

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agencypes).
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Cramer
5/7/91
CS FOR HOUSE BILL NO. 226 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION
Sponsor(s): REPRESENTATIVES KUBINA, Moyer
A BILL
FOR AN ACT ENTITLED
1 "An Act creating the electrical service extension grant program,'l
2 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
3  *Section 1. AS 44.83 is amended by adding a new section to read:
4 ARTICLE 8A. ELECTRICAL SERVICE EXTENSION GRANT PROGRAM.
5 Sec. 44.83.370. ELECTRICAL SERVICE EXTENSION FUND ESTABLISHED, (a)
6 The electrical service extension func is established as a sepaiate fund in the authority. The fund
7 consists only of money appropriated to it by the legislature.
8 (b) The authority may make grants from the electrical service extension fund to
9 certificated electric utilities and to electric utilities exempt from certification under AS 42.05.711
10 to pay for costs of site preparation and construction for the extension of electrical service to
11 private residences and small businesses not currently served by an electric utility. The amount
12 of a grant may not exceed 60 percent of the total cost of construction for the extension of
13 electrical service. The costs considered in making a grant may not include costs of planning,
14 feasibility studies, or design.

1 CSHB 25 )

New Text Underlined [DEETED TEXT BRACKETED]



o N O O B~ W N

W O RK DRAFT W O R K DRAFT W O RK DRAFT

(c) An electric utility that has received a grant under this section may charge a
connection fee for initial connection to the electrical service made availablebecause ofthe
construction. The connection fee for each residential or commercial structure shallconform to
the line extension policy of the utility.

(d) The authority shall adopt regulations under the Administrative Procedure Act
(AS 44.62) to implement this section.

(e) In this section, "certificated" means holding a certificate of public convenience and

necessity issued by the Alaska Public Utilities Commission under AS 42.05.

CSHB 225 ) 2
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STATE OF ALASKA
1991 LEGISLATIVE SESSION

Revision Date:

FISCAL NOTE

Department Affected:
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This bill would amend AS 44.33 by adding a new section creating the
Electrical Service Extension Grant Program, which establishes an Electrical
Service Extension Fund in the Department of Commerce and Economic
Development. The Fund would consist only of money appropriated by the
Legislature. The bills allow for the Department to make grants from the
fund to certified electric utilities and to electric utilities exempt from
certification under AS 42.05.711. The grants are to be used to pay for the
costs of site preparation and construction for the extension of electrical
service into areas not currently served by and electric utility. The amount
of a grant may not exceed 50 percent of the total cost of construction for
the electrical extension project. Grant funds may not be used to cover
costs of planning, feasibility studies, or design of an extension project.

HB 226 allows that an electric utility constructing an extension project
through a grant made under this section, may charge a connection fee for
the initial connection to the electrical service made available through the

construction. The residential or commercial connection fee may not exceed
$1,000.

The Department is required to adopt regulations to implement Sec.
44.33.601 as proposed in HB 226. The Department's responsibility for
administration of loans made from the electrical service extension fund
and adoption of regulations will provide for the fiscal impact as noted
above. Additional funding for personal services would be required to pay
position costs associated with administration of the program. The funding
level for the grant program would be determined each fiscal year through
legislative appropriation to the fund. HB 227 proposes $1,000,000 to be

appropriated for initial capitalization of the electrical service extension
fund when established.
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