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H B  2 2 1  A n  A c t  a u t h o r i z i n g  t h e  D e p a r t m e n t  o f  R e v e n u e  t o

p u r c h a s e  e i t h e r  t h e  g u a r a n t e e d  i n v e s t m e n t  c o n t r a c t s  

h e l d  b y  t h e  s u p p l e m e n t a l  b e n e f i t s  s y s t e m  o r  t h e  

u n d e r l y i n g  s e c u r i t i e s ;  a n d  p r o v i d i n g  f o r  a n  

e f f e c t i v e  d a t e .

T h e  C o m m i t t e e  a d o p t e d  A m e n d m e n t s  # 1  a n d  # 2  t o  b e

i n c o r p o r a t e d  i n t o  H B  2 2 1 .  T h e  b i l l

w a s  H E L D  i n  C o m m i t t e e  f o r  f u r t h e r  d i s c u s s i o n .

H O U S E  B I L L  2 2 1

" A n  A c t  a u t h o r i z i n g  t h e  D e p a r t m e n t  o f  R e v e n u e  t o  p u r c h a s e  

e i t h e r  t h e  g u a r a n t e e d  i n v e s t m e n t  c o n t r a c t s  h e l d  b y  t h e  

s u p p l e m e n t a l  b e n e f i t s  s y s t e m  o r  t h e  u n d e r l y i n g  

s e c u r i t i e s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

M I L L E T T  F .  K E L L E R ,  C O M M I S S I O N E R ,  D E P A R T M E N T  O F  A D M I N I S T R A T I O N ,  

d i s c u s s e d  t h e  S t a t e  o f  A l a s k a ' s  i n v e s t m e n t  o f  t h e  S u p p l e m e n t a l  

B e n e f i t s  S y s t e m  ( S B S )  w i t h  E x e c u t i v e  L i f e  I n v e s t m e n t  f i r m .  H e  

s u g g e s t e d  t h a t  a c t i o n  b e  t a k e n  i n  o r d e r  t o  m i n i m i z e  d a m a g e  

r e s u l t i n g  f r o m  t h a t  i n v e s t m e n t .

H e  e x p o u n d e d  t h a t  t h e  S t a t e  h a s  s e v e r a l  p l a n s  o f  a c t i o n .  T h e  

A t t o r n e y  G e n e r a l  h a s  a s k e d  f o r  a  l e g a l  d e t e r m i n a t i o n  t o  

i d e n t i f y  t h e  c o n c e r n s .  H e  w i l l  t h e n  d e t e r m i n e  t h e  l e g a l  

r i g h t s  o f  t h e  e m p l o y e e s  w i t h  f u n d s  i n  t h e  S B S  a n d  a l s o  w i l l  

d e t e r m i n e  t h e  l e g a l  r i g h t  o f  t h e  S t a t e ' s  r e s p o n s i b i l i t y  t o  p a y  

t h o s e  f u n d s .  T h e s e  o p i n i o n s  a r e  d u e  b y  A p r i l  1 5 ,  1 9 9 1 .  T h e y  

a r e  c r i t i c a l  t o  t h e  l e g i s l a t i o n .

C o m m i s s i o n e r  K e l l e r  e x p l a i n e d  t h a t  t h e  n o r m a l  a c t i o n  w o u l d  b e  

t o  r e d u c e  t h e  a c c o u n t  b a l a n c e s  o f  t h e  S B S  p a r t i c i p a n t s .  T h e  

S t a t e  s h o u l d  b e  p r e p a r e d  f o r  a  l a w s u i t  p e n d i n g  t h a t  d e c i s i o n .  

T h e  a l t e r n a t i v e ,  p r o p o s e d  i n  H B  2 2 1 ,  w o u l d  b e  f o r  t h e  G e n e r a l  

F u n d  t o  b a i l  o u t  t h e  S B S  i n v e s t m e n t .  C u r r e n t l y ,  t h e  c o n c e r n  

i s  t o  m i n i m i z e  t h e  d a m a g e  f r o m  t h e  i n v e s t m e n t .  T h e r e  i s  a  

p o s s i b i l i t y  o f  i n s u r a n c e  c o v e r a g e  f r o m  t h e  S t a t e  o f  C a l i f o r n i a  

i f  E x e c u t i v e  L i f e  l i q u i d a t e s .  H e  s u g g e s t e d  t h e  p o s s i b i l i t y  o f  

e x c h a n g i n g  t h e  a s s e t s  a n d  c o r p o r a t e  b o n d s  o w n e d  b y  E x e c u t i v e  

L i f e  w h i c h  c o u l d  h a v e  m o r e  v a l u e  t o  A l a s k a  t h a n  t h e  a c t u a l  

c o n t r a c t .

C o m m i s s i o n e r  K e l l e r  p o i n t e d  o u t  t h e  c h a n g e  m a d e  t o  S e c t i o n  2  

i n  t h e  S e n a t e  F i n a n c e  C o m m i t t e e  w h i c h  c h a n g e d  t h e  n o t i f i c a t i o n  

t o  t h e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  ( L B A )  f r o m  

t w e n t y  d a y s  t o  t w o  d a y s .

C o - C h a i r  N a v a r r e  a s k e d  i f  E x e c u t i v e  L i f e  h a d  f i l e d  f o r  

b a n k r u p t c y .  C o m m i s s i o n e r  K e l l e r  d e n i e d  t h e y  h a d .  H e  s a i d  

t h e r e  h a d  b e e n  a n  e r r o n e o u s  n e w s  r e p o r t  c o n t a i n i n g  t h a t



i n f o r m a t i o n .  H e  a g r e e d  t h e y  a r e  i n  t r o u b l e .  C o - C h a i r  N a v a r r e  

a s k e d  f o r  a  c o p y  o f  t h e  l e g a l  a n a l y s i s  a n d  a s k e d  w h a t  a c t i o n  

w o u l d  b e  t a k e n  i f  t h e  l e g a l  a n a l y s i s  i n d i c a t e d  t h e  S t a t e  w a s  

n o t  l i a b l e .  C o m m i s s i o n e r  K e l l e r  r e p l i e d  t h a t  i f  t h e  S t a t e  

w e r e  n o t  l i a b l e ,  S B S  w o u l d  c o v e r  t h e  i n v e s t m e n t .

C o m m i s s i o n e r  K e l l e r  e x p l a i n e d  t h a t  l e g i s l a t i o n  a s s u m e s  t h e  

S t a t e  i s  l i a b l e ;  t h e  G e n e r a l  F u n d  w i l l  t h e n  p r o v i d e  t h e  f u n d s .  

T h e  G u a r a n t e e d  I n v e s t i r -  n t  C o n t r a c t  ( G I C )  w o u l d  b e  p u r c h a s e d  a t  

f a c e  v a l u e  f r o m  S B S ,  - c  w h i c h  t i m e  S B S  w o u l d  b e  m a d e  w h o l e  a n d  

t h e  G e n e r a l  F u n d  w o u l d  t a k e  t h e  l o s s .  T h e  l o s s  w o u l d  a m o u n t  

f r o m  $ 0  t o  $ 1 3 2  m i l l i o n ,  d e p e n d i n g  a t  t h e  v a l u e  o n  t h e  t i m e  

t h e  t r a n s f e r  t o o k  p l a c e .

R e p r e s e n t a t i v e  B o y e r  s t a t e d  h e  t h o u g h t  t h a t  S B S  s h o u l d  b e  

r e s p o n s i b l e  f o r  w o r k i n g  o u t  t h e  s i t u a t i o n  w i t h  E x e c u t i v e  L i f e .  

C o m m i s s i o n e r  K e l l e r  n o t e d  t h a t  t h e  f i s c a l  y e a r  e n d e d  f o r  S B S  

o n  J a n u a r y  3 1 s t .  T h e  a u d i t o r s  a r e  i n v e s t i g a t i n g  t h e  s i t u a t i o n  

t o  m a k e  a  d e t e r m i n a t i o n  o f  t h e  a s s e t  v a l u e s .  E x e c u t i v e  L i f e  

w i l l  b e  r e q u i r e d  t o  r e c o g n i z e  t h e  l o s s .

D A R R E L  R E X W I N K L E ,  D E P U T Y  C O M M I S S I O N E R ,  D E P A R T M E N T  O F  R E V E N U E ,  

c l a r i f i e d  t h a t  t h e r e  h a s  b e e n  a  s u b s t a n t i a l  d e c l i n e  i n  t h e  

m a r k e t  p l a c e  o f  t h e  E x e c u t i v e  L i f e  s e c u r i t i e s .  T h e  s e c u r i t i e s  

h a v e  d e c l i n e d  t w o  b i l l i o n  d o l l a r s .  T h e  a u d i t  w i l l  p r o v i d e  t h e  

e x a c t  f i g u r e .

R e p r e s e n t a t i v e  B o y e r  a s k e d  f o r  f u r t h e r  d i s c u s s i o n  o n  r e c o u p i n g  

t h e  l o s s .  M r .  R e x w i n k l e  r e s p o n d e d  t h a t  t h e  p r o g r a m  r e p l a c e d  

t h e  S o c i a l  S e c u r i t y  S y s t e m  i n  1 9 8 0 .  T h e  a m o u n t  d e d u c t e d  f r o m  

t h e  c o n t r i b u t i o n  o f  t h e  e m p l o y e e / e m p l o y e r  i s  v e s t e d  a t  t h e  

b e g i n n i n g  o f  t h e  c o n t r i b u t i o n .  W h e n  t h e  e m p l o y e e  s e p a r a t e s  

f r o m  t h e  S t a t e  o r  r e t i r e s ,  t h e y  c a n  w i t h d r a w  a l l  t h e  f u n d s  

s a v e d .  A s  e a r n i n g s  a r e  a c c u m u l a t e d ,  t h e y  a r e  p o s t e d  t o  t h e  

p a r t i c i p a n t s  a c c o u n t ;  s h o u l d  t h e r e  b e  a  l o s s  i n  v a l u e ,  t h a t  

s h o u l d  a l s o  b e  p o s t e d  t o  t h e  p a r t i c i p a n t ' s  a c c o u n t .

R e p r e s e n t a t i v e  B o y e r  a s k e d  h o w  t h i s  s y s t e m  d i f f e r e d  f r o m  

i n v e s t i n g  i n  a n  I R A  a c c o u n t  f r o m  a  l o c a l  s t o c k  b r o k e r .  M r .  

R e x w i n k l e  s a i d  i t  w a s  t h e  s a m e .

R e p r e s e n t a t i v e  U l m e r  a c k n o w l e d g e d  t h e r e  w a s  a  d i f f e r e n c e  

b e t w e e n  a  p e r s o n  p u r c h a s i n g  a n  i n d i v i d u a l  I R A  a c c o u n t  a n d  t h e  

i n v e s t m e n t  i n  t h e  S B S .  T h e  m o s t  o b v i o u s  d i f f e r e n c e  w o u l d  b e  

t h e  i n d i v i d u a l  c h o i c e  i n  t h e  s e l e c t i o n  o f  t h e  I R A .  T h e  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n  c h o o s e  i n v e s t m e n t s  f o r  t h e  

e m p l o y e e s ,  i n  t h i s  c a s e  E x e c u t i v e  L i f e .  T h e  e m p l o y e e  h a d  n o  

c o n t r o l  i n  t h e  d e c i s i o n  m a d e  b y  t h e  D e p a r t m e n t .

R e p r e s e n t a t i v e  B o y e r  a s k e d  i f  t h e r e  w a s  a  t r u s t e e / f i d u c i a r y  

r e l a t i o n s h i p  w h i c h  w o u l d  h o l d  a n  i n d i v i d u a l  l i a b l e  f o r  t h e  

l o s s .  M r .  R e x w i n k l e  p o i n t e d  o u t  t h a t  t h i s  w a s  a  4 0 1 A  p r o g r a m  

i n  w h i c h  t h e  e m p l o y e e  c o n t r i b u t e s  a n d  t h e  e m p l o y e r  m a t c h e s .

T h e  e m p l o y e r  d o e s  d i r e c t  t h e  i n v e s t m e n t ,  a n d  i f  t h e r e  i s  a



g a i n  o r  l o s s ,  t h e  e m p l o y e e  i s  t h e  d i r e c t  r e c i p i e n t .

R e p r e s e n t a t i v e  L a r s o n  a s k e d  i f  t h e r e  w a s  f i d u c i a r y  

r e s p o n s i b i l i t y  i n  t h e  p u r c h a s e  o f  t h e  c o n t r a c t s .  C o m m i s s i o n e r  

K e l l e r  s t a t e d  t h a t  t h e r e  w a s  f i d u c i a r y  r e s p o n s i b i l i t y  a n d  t h e  

l a w  p l a c e s  i t  w i t h  t h e  P E R S  B o a r d  a n d  t h e  C o m m i s s i o n e r  o f  

A d m i n i s t r a t i o n .

R e p r e s e n t a t i v e  B r o w n  i n q u i r e d  i f  t h e  a c c o u n t s  w o u l d  b e  p a i d  

b a c k  w i t h o u t  l e g a l  a c t i o n .  C o m m i s s i o n e r  K e l l e r  c l a r i f i e d  t h a t  

i f  H B  2 2 1  d o e s  n o t  p a s s ,  t h e  D e p a r t m e n t  a s s u m e s  t h e r e  w o u l d  b e  

l a w s u i t s  b r o u g h t  a g a i n s t  t h e  S t a t e .  I f  t h e  l a w s u i t s  a r e  

s u c c e s s f u l ,  t h e  G e n e r a l  F u n d  w o u l d  b e  r e q u i r e d  t o  m a k e  t h e  

S t a t e  w h o l e .  S h o u l d  t h e  S t a t e  p r e v a i l ,  t h e r e  w o u l d  b e  n o  

o b l i g a t i o n  o n  t h e  p a r t  o f  t h e  S t a t e  t o  r e s t o r e  t h e  b a l a n c e s .

M r .  R e x w i n k l e  e x p l a i n e d  t h e  D e p a r t m e n t  o f  R e v e n u e ' s  f i s c a l  

n o t e .  T h e  e s t i m a t e d  i m p a c t  w o u l d  r a n g e  f r o m  $ 0  t o  $ 1 3 2  

m i l l i o n  r e d u c t i o n  i n  u n r e s t r i c t e d  r e v e n u e s .  T h i s  r e d u c t i o n  i s  

b a s e d  o n  8 %  i n t e r e s t  c o m p o u n d e d  a n n u a l l y ,  a s s u m i n g  t h e  e n t i r e  

$ 1 3 2  m i l l i o n  i s  n o n - p e r f o r m i n g  a n d  n o  c a s h  w o u l d  b e  r e a l i z e d  

a t  t h e  G I C  m a t u r i t y  o r  s a l e  o f  u n d e r l y i n g  s e c u r i t i e s .  T h i s  

w o u l d  b e  t h e  w o r s t  c a s e  s c e n a r i o .

R e p r e s e n t a t i v e  P h i l l i p s  a s k e d  w h e n  t h e  l a s t  c o m m u n i c a t i o n  w a s  

m a d e  w i t h  E x e c u t i v e  L i f e .  C o m m i s s i o n e r  K e l l e r  s t a t e d  t h a t  

t h e r e  h a d  b e e n  a  m e e t i n g  t h e  e n d  o f  M a r c h  i n  o r d e r  t o  d i s c u s s  

a l l  t h e  i s s u e s  a n d  n e g o t i a t i o n s .  T h e  p a n i c  r e s u l t e d  f r o m  t h e  

i n c o m p l e t e  1 0 K  f i l i n g  a n d  t h e  y e a r  e n d  a u d i t .

M r .  R e x w i n k l e  s u m m a r i z e d  t h e  h i s t o r y  o f  E x e c u t i v e  L i f e .  F i r s t  

E x e c u t i v e  C o r p o r a t i o n  i s  t h e  p a r e n t  c o m p a n y  w h i c h  p u b l i s h e s  

t h e  f i n a n c i a l  r e p o r t .  F i r s t  E x e c u t i v e  h a s  m a n y  s u b s i d i a r i e s ,  

t h e  l a r g e s t  b e i n g  E x e c u t i v e  L i f e  o f  C a l i f o r n i a .  T h e  p a r e n t  

c o m p a n y  i s  n o  l o n g e r  h o n o r i n g  t h e  a c c o u n t s  o f  E x e c u t i v e  L i f e .  

C o m m i s s i o n e r  K e l l e r  n o t e d  t h a t  E x e c u t i v e  L i f e ,  s i n c e  S e p t e m b e r  

1 9 9 1 ,  h a s  b e e n  s e e k i n g  o u t s i d e  i n v e s t o r s .  H e  t h o u g h t  t h a t  

m o s t  o f  t h o s e  u n d e r t a k i n g s  h a d  b e e n  " p r e s s  f l u f f " .  

R e p r e s e n t a t i v e  P h i l l i p s  c o m m e n t e d  t h a t  t h e  c o m p a n y  w a s  i n  

s e r i o u s  t r o u b l e .

R e p r e s e n t a t i v e  B r o w n  r e c o m m e n d e d  r e p l a c i n g  " m a y "  w i t h  " s h a l l "  

i n  L i n e  5 ,  P a g e  1  o f  t h e  p r o p o s e d  l e g i s l a t i o n .  S h e  f e l t  t h a t  

t h e  b e s t  c o u r s e  o f  a c t i o n  f o r  t h e  S t a t e  w o u l d  b e  t o  p r o t e c t  

t h e  e m p l o y e e s .  S h e  t h e n  a c k n o w l e d g e d  h e r  c o n f l i c t  o f  i n t e r e s t  

r e g a r d i n g  t h e  m a t t e r ,  o w n i n g  f u n d s  i n  t h e  S B S  a c c o u n t .  

C o m m i s s i o n e r  K e l l e r  o p p o s e d  r e p l a c i n g  t h e  " m a y "  w i t h  " s h a l l " .  

H e  s a i d  t h a t  d e c i s i o n  w o u l d  b e  b a s e d  o n  a  l e g a l  d e t e r m i n a t i o n  

r e g a r d i n g  t h e  S t a t e ' s  p o s i t i o n .  C u r r e n t l y ,  t h e r e  a r e  t w o  

o p i n i o n s  b e i n g  d r a f t e d ,  o n e  l a w  f i r m  i s  r e p r e s e n t i n g  S B S  a n d  

a n o t h e r  f i r m  w i l l  r e p r e s e n t  t h e  S t a t e .  T h e  A t t o r n e y  G e n e r a l  

w i l l  t h e n  d e c i d e  t h e  S t a t e ' s  s t a n d i n g .  U n t i l  t h a t  d e c i s i o n  i s  

a v a i l a b l e ,  C o m m i s s i o n e r  K e l l e r  u r g e d  t h a t  t h e  l a n g u a g e  b e  l e f t  

p e r m i s s i v e .  R e p r e s e n t a t i v e  B r o w n  s u g g e s t e d  n o  a c t i o n  b e  t a k e n



R e p r e s e n t a t i v e  U l m e r  a s k e d  i f  t i m e  w a s  o f  t h e  e s s e n c e .  

C o m m i s s i o n e r  K e l l e r  r e p l i e d  t h a t  t h e  D e p a r t m e n t  h a d  p r e v i o u s l y  

i n s i n u a t e d  t h a t .  A t  t h i s  t i m e  t h e  p e r s p e c t i v e  h a s  c h a n g e d  

r e g a r d i n g  d i s c u s s i o n s  w i t h  E x e c u t i v e  L i f e .  I n t r o d u c t i o n  o f  

t h e  p r o p o s e d  l e g i s l a t i o n  w a s  a  s i g n i f i c a n t  f a c t o r  t o  t h e  

s t a t u s  o f  t h e  a c c o u n t  a n d  t o  E x e c u t i v e  L i f e .  T h e  C o m m i s s i o n e r  

o f  I n s u r a n c e  i n  C a l i f o r n i a  i s  n o w  i n v o l v e d  w i t h  t h e  c o n c e r n .

H e  s a i d  n o  o t h e r  S t a t e  h a s  b e e n  w i l l i n g  t o  e x c h a n g e  t h e  G I C  

c o n t r a c t s  f o r  u n d e r l i n i n g  a s s e t s .  T h i s  w o u l d  b e  a  u n i q u e  

o f f e r .  R e p r e s e n t a t i v e  U l m e r  r e i t e r a t e d  t h a t  t h e  p o s i t i o n  h a s  

b e e n  e n h a n c e d  b y  t h e  i n t r o d u c t i o n  o f  t h e  l e g i s l a t i o n  a n d  

q u e s t i o n e d  i f  t h e  p o s i t i o n  w o u l d  b e  f u r t h e r  e n h a n c e d  i f  t h e  

l e g i s l a t i o n  w e r e  p a s s e d .  C o m m i s s i o n e r  K e l l e r  d i d  n o t  t h i n k  

t h a t  t h a t  n e g o t i a t i o n  p o s i t i o n  w o u l d  c h a n g e  b y  t h e  p a s s a g e  o f  

t h e  l e g i s l a t i o n .

R e p r e s e n t a t i v e  S h a r p  c o m m e n t e d  o n  h i s  c o n c e r n s  w i t h  t h e  S t a t e  

p u r c h a s i n g  t h e  d e p r e s s e d  s e c u r i t i e s  f r o m  E x e c u t i v e  L i f e .  H e  

s u g g e s t e d  t h a t  S B S  s h o u l d  s e l l  t h e  d e p r e s s e d  s e c u r i t i e s  a n d  

t h e n  t h e  S t a t e  c o u l d  b e  g i v e n  t h e  o p t i o n  t o  m a k e  t h e m  w h o l e .

M r .  R e x w i n k l e  c o m m e n t e d  o n  t h e  G I C  c o n t r a c t s .  H e  t h o u g h t  t h a t  

t h e  m a r k e t  v a l u e  c o u l d  b e  w o r s e  t h a n  l a s t  r e p o r t e d  b y  

E x e c u t i v e  L i f e .  T h e r e  a r e  n o  a s s i g n m e n t  c l a u s e s  i n  t h e  G I C  

c o n t r a c t s  a n d  t h e  c o m p a n y  h a s  t o  a p p r o v e  t h e m  i n  o r d e r  t o  

a s s i g n  t h e m .  T h e  " n o  a s s i g n m e n t "  c l a u s e s  k e e p  t h e m  f r o m  b e i n g  

a  m a r k e t a b l e  s e c u r i t y .

( T a p e  c h a n g e ,  H F C  9 1 - 4 6 ,  S i d e  2 ) .

R e p r e s e n t a t i v e  U l m e r  c r i t i c i z e d  E x e c u t i v e  L i f e ' s  p o s i t i o n  a n d  

u n w i l l i n g n e s s  t o  a d m i t  t h a t  t h a t  j u n k  f u n d s  a r e  w o r t h l e s s .

S h e  a s k e d  h o w  t h a t  w o u l d  b e  c o n s i s t e n t  w i t h  r e c o r d i n g  t h e  

G I C ' s  i n v o l v i n g  t h e  S B S  p o r t f o l i o .  D a r r e l l  R e x w i n k l e  n o t e d  

t h a t  E x e c u t i v e  L i f e  h a s  a  d e f i c i e n c y  i n  a s s e t s .

R e p r e s e n t a t i v e  U l m e r  r e i t e r a t e d  t h e  q u e s t i o n .  W h a t  w o u l d  

s u b s t a n t i a t e  t h e  n e e d  f o r  t h e  a c t i o n  t o  h a p p e n  s o o n e r  r a t h e r  

t h a n  l a t e r .  M r .  R e x w i n k l e  r e p l i e d  t h a t  t h i s  i n f o r m a t i o n  w o u l d  

a f f e c t  t h e  p e r m a n e n t  i m p a i r m e n t  d e c i s i o n  a n d  h e  f e l t  h e  c o u l d  

n o t  a d e q u a t e l y  a n s w e r  t h e  q u e s t i o n .

C o - C h a i r  N a v a r r e  i n q u i r e d  w h o  m a d e  t h e  i n v e s t m e n t s  f o r  t h e  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n .  C o m m i s s i o n e r  K e l l e r  e x p l a i n e d  

t h a t  s i n c e  M a r c h  1 9 9 0 ,  a l l  t h e  S B S  f u n d s  a r e  b e i n g  i n v e s t e d  b y  

t h e  D e p a r t m e n t  o f  R e v e n u e .  C o - C h a i r  N a v a r r e  a s k e d  f o r  a  

c h r o n o l o g y  o f  a l l  E x e c u t i v e  L i f e  d e c i s i o n s .  C o m m i s s i o n e r  

K e l l e r  s a i d  t h e r e  w e r e  f o u r  E x e c u t i v e  L i f e  c o n t r a c t s  r e l e a s e d  

o n  a n  i n v i t a t i o n  t o  b i d  b a s i s ,  o n e  i n  1 9 8 7 ,  t w o  i n  1 9 8 8 ,  a n d  

o n e  i n  1 9 8 9 .  T h e  b i d s  w e r e  b a s e d  o n  t h e  h i g h e s t  i n t e r e s t  

r a t e .

u n t i l  t h e  l e g a l  a n a l y s i s  is r e c e i v e d .

R e p r e s e n t a t i v e  P h i l l i p s  q u e s t i o n e d  t h e  c u r r e n t  r e t i r e m e n t



i n v e s t m e n t .  D e p u t y  C o m m i s s i o n e r  R e x w i n k l e  r e p l i e d  t h a t  t h e s e  

i n v e s t m e n t s  a r e  a l l  s h o r t  t e r m  p a p e r s .  R e p r e s e n t a t i v e  

P h i l l i p s  a s k e d  w h a t  c r i t e r i a  w i l l  b e  u s e d  f o r  f u t u r e  

i n v e s t m e n t s .  C o m m i s s i o n e r  K e l l e r  r e p l i e d  a n  e l a b o r a t e  

c r i t e r i a  h a s  b e e n  e s t a b l i s h e d  i n  d e v e l o p i n g  t h e  a s s e t  

a l l o c a t i o n  p l a n  c r e a t i n g  s t r i c t  r e q u i r e m e n t s  f o r  

r e c o r d k e e p p i n g  a n d  i n v e s t m e n t .  C o m m i s s i o n e r  K e l l e r  o f f e r e d  t o  

p r o v i d e  a  c o p y  o f  t h e  R F P  t o  t h e  C o m m i t t e e .  C o - C h a i r  N a v a r r e  

q u e s t i o n e d  i f  u n d e r l y i n g  s e c u r i t i e s  w o u l d  b e  p u r c h a s e d  f r o m  

E x e c u t i v e  L i f e .  C o m m i s s i o n e r  K e l l e r  s a i d  i t  w o u l d  b e  a n  

e x c h a n g e  o f  t h e  G I C  c o n t r a c t s  a n d  t h e  j u n k  b o n d s  w h i c h  w o u l d  

n e e d  t o  b e  m a n a g e d .

C o - C h a i r  N a v a r r e  a s k e d  w h e n  t h e  p r o b l e m s  w i t h  E x e c u t i v e  L i f e  

w e r e  f i r s t  o b v i o u s .  C o m m i s s i o n e r  K e l l e r  s a i d  t h e  f i r s t  

p r o b l e m s  o c c u r r e d  f i f t e e n  m o n t h s  a g o ,  i n  1 9 8 9 ,  a t  w h i c h  p o i n t  

t h e  f u n d s  b e g a n  t o  b e  d o w n g r a d e d  b e c a u s e  4 0 %  o f  t h e i r  a s s e t s  

w e r e  i n  j u n k  b o n d s .  W h e n  t h e  j u n k  b o n d  m a r k e t  b e g a n  t o  

d e c l i n e ,  t h e  m a j o r i t y  o f  t h e i r  a s s e t s  b e g a n  t o  d e c l i n e .  T h e i r  

r a t i n g  c o n t i n u e d  t o  d e c l i n e  w i t h  t h a t  p r o c e s s .  I n  M a r c h  1 9 9 0 ,  

t h e  S t a t e  o f  A l a s k a  i s s u e d  t h e i r  f o u r t h  G I C  c o n t r a c t  t o  

E x e c u t i v e  L i f e .  A t  t h a t  p o i n t ,  t h e  S t a t e  n e g o t i a t e d  a  

t e r m i n a t i o n  o f  a n y  f u r t h e r  p a r t i c i p a t i o n .  T h e r e  w e r e  n o  

p r o v i s i o n s  i n  t h e  c o n t r a c t  w i t h  E x e c u t i v e  L i f e  f o r  t h e  S t a t e  

t o  p r e m a t u r e l y  e n d  t h e  c o n t r a c t  o n  t h e  b a s i s  o f  t h e  i n v e s t m e n t  

f a l l i n g  b e l o w  t h e  i n v e s t m e n t  g r a d e .

R e p r e s e n t a t i v e  B o y e r  a s k e d  i f  E x e c u t i v e  L i f e  w a s  c u r r e n t  w i t h  

t h e i r  n e g o t i a t e d  r a t e .  C o m m i s s i o n e r  K e l l e r  p o i n t e d  o u t  t h a t  

w e  a r e  a c c r u i n g  t h a t  r a t e ,  a n d  t h e  f i r s t  a m o u n t  w o u l d  b e  d u e  

1 9 9 3 .  T h e  f o u r  c o n t r a c t s  a r e  d u e  f o r  r e c e i p t  i n  1 9 9 3 ,  1 9 9 4 ,  

1 9 9 5  a n d  1 9 9 6 .  R e p r e s e n t a t i v e  B o y e r  d i d  n o t  u n d e r s t a n d  t h e  

u r g e n c y  o f  t h e  s i t u a t i o n .  C o m m i s s i o n e r  K e l l e r  w a s  c o n v i n c e d  

t h a t  t h e  u n d e r l y i n g  a s s e t s  o f  E x e c u t i v e  L i f e  h a v e  d e t e r i o r a t e d  

s o  m u c h  i n  v a l u e  a t  t h i s  t i m e ,  t h a t  t h e r e  w i l l  n o t  b e  e n o u g h  

c a s h  p r o d u c e d  f r o m  t h e  " j u n k  b o n d  p a y  o f f "  t o  p a y  t h e  G I C  

c o n t r a c t s  a s  t h e y  b e c o m e  d u e .

B R U C E  L U D W I G ,  A L A S K A  P U B L I C  E M P L O Y E E  A S S O C I A T I O N ,  J U N E A U ,  

A L A S K A ,  s p o k e  i n  f a v o r  o f  p a s s a g e  o f  H B  2 2 1 .  H e  s a i d  t h e  

S t a t e  t o o k  t h e  r e s p o n s i b i l i t y  t o  i n v e s t  t h e  S B S  f u n d s  i n t o  

s o u n d  i n v e s t m e n t s .

R e p r e s e n t a t i v e  B o y e r  a f f i r m e d  t h a t  p e r s o n s  w h o  w i t h d r e w  t h e i r  

m o n e y  f r o m  S B S  h a v e  r e c e i v e d  t h e  e n t i r e  a m o u n t  d u e .  M r .

L u d w i g  s a i d  t h a t  i f  E x e c u t i v e  L i f e  r e p r e s e n t s  2 0 %  o f  t h e  f u n d ,  

p e r s o n s  w h o  s t a r t e d  w o r k  t h r e e  y e a r s  a g o  a n d  w i t h d r e w  t h e i r  

f u n d s ,  w o u l d  h a v e  b e e n  d r a w i n g  o n  t h e  E x e c u t i v e  L i f e  f u n d s .  

T h o s e  p e r s o n s  r e m o v e d  t h e  " g o o d "  m o n e y  f r o m  t h e  o t h e r  e i g h t y  

p e r c e n t  a n d  t h e  r e m a i n i n g  f u n d s  w i l l  b e  g r e a t e r  t h a n  t w e n t y  

p e r c e n t  o f  t h e  w h o l e .  T h e  i m p a c t  o n  t h o s e  p e r s o n s  r e m a i n i n g  

i n  t h e  S B S  w i l l  b e  g r e a t e r  t h a n  t h e  t w e n t y  p e r c e n t  d e p e n d i n g  

o n  t h e  a m o u n t  t a k e n  o u t .



R e p r e s e n t a t i v e  U l m e r  a f f i r m e d  M r .  L u d w i g ' s  p o s i t i o n .  

R e p r e s e n t a t i v e  B o y e r  p o i n t e d  o u t  t h a t  i s  h o w  t h e  s t o c k  m a r k e t  

w o r k s .  M r .  L u d w i g  e x p l a i n e d  t h a t  t h e  g u a r a n t e e  t o  e a c h  S t a t e  

e m p l o y e e  w a s  t h a t  t h e i r  m o n e y  w o u l d  b e  g u a r a n t e e d  a n d  a t  a  

r a t e  o f  9 . 1 5 % .  H e  a d d e d  t h a t  t h e  e m p l o y e e s  o f  t h e  S t a t e  h a v e  

n o  v o i c e  i n  d e t e r m i n i n g  h o w  t h e  m o n e y  o f  t h e  S B S  f u n d s  a r e  

i n v e s t e d .  R e p r e s e n t a t i v e  J a c k o  a s k e d  M r -  L u d w i g  i f  h e  

s u p p o r t e d  c h a n g i n g  t h e  " m a y "  t o  " s h a l l " .  M r .  L u d w i g  s u p p o r t e d  

t h e  c h a n g e .

R e p r e s e n t a t i v e  L a r s o n  p r o v i d e d  t h e  C o m m i t t e e  w i t h  A m e n d m e n t  # 1  

a n d  # 2 .  [ A t t a c h m e n t  # 1  a n d  # 2 ] .  A m e n d m e n t  # 1  w o u l d  p l a c e  

b e f o r e  t h e  w o r d  " g u a r a n t e e d "  t h e  w o r d s  " E x e c u t i v e  L i f e  

I n s u r a n c e  C o m p a n y "  i n  L i n e s  1  a n d  6 ,  P a g e  1 .  R e p r e s e n t a t i v e  

L a r s o n  M O V E D  A m e n d m e n t  # 1 .  T h e r e  b e i n g  N O  O B J E C T I O N ,  i t  w a s  

s o  o r d e r e d .

R e p r e s e n t a t i v e  L a r s o n  s p o k e  i n  f a v o r  o f  A m e n d m e n t  # 2 .  

C o m m i s s i o n e r  K e l l e r  p o i n t e d  o u t  c o n c e r n s  w i t h  A m e n d m e n t  # 2 .  

R e p r e s e n t a t i v e  L a r s o n  M O V E D  A m e n d m e n t  # 2 .  R e p r e s e n t a t i v e  

B o y e r  O B J E C T E D  f o r  p u r p o s e s  o f  a d d i t i o n a l  c l a r i f i c a t i o n .

R e p r e s e n t a t i v e  B o y e r  a s k e d  w h a t  t h e  p u r p o s e  o f  n o t i f i c a t i o n  

w o u l d  b e  a n d  w h a t  r e c o u r s e  L B A  w o u l d  h a v e  i n  r e g a r d  t o  t h a t  

p u r p o s e .  R e p r e s e n t a t i v e  L a r s o n  s a i d  t h e  m e m b e r s  o f  L B A  w o u l d  

b e  p o l l e d  t o  a d d r e s s  t h e i r  c o n c e r n s ,  a l l o w i n g  t i m e  t o  m a k e  a  

r e c o m m e n d a t i o n  t o  t h e  C o m m i s s i o n e r .  R e p r e s e n t a t i v e  B o y e r  

a s k e d  i f  t w o  d a y s  w o u l d  b e  e n o u g h  t i m e .  R e p r e s e n t a t i v e  L a r s o n  

s a i d  t h a t  d e c i s i o n s  h a v e  t o  b e  m a d e  i n  e m e r g e n c y  s i t u a t i o n s  

a n d  g r a n t i n g  a  l o n g e r  a m o u n t  o f  t i m e  w o u l d  c o m p l i c a t e  t h e  

s i t u a t i o n .  R e p r e s e n t a t i v e  B o y e r  d i s a g r e e d  t h a t  t h e r e  w o u l d  b e  

a  t i g h t  t i m e  f r a m e  f o r  t h e  m o v e m e n t  o f  f u n d s .  R e p r e s e n t a t i v e  

L a r s o n  s t a t e d  t h a t  t h i s  a m e n d m e n t  w o u l d  c o n f o r m  w i t h  a c t i o n  

t a k e n  i n  t h e  S e n a t e  a n d  r e q u e s t e d  b y  C o m m i s s i o n e r  K e l l e r .

G A R Y  B A D E R ,  D I R E C T O R ,  D I V I S I O N  O F  R E T I R E M E N T  A N D  B E N E F I T S ,  

D E P A R T M E N T  O F  A D M I N I S T R A T I O N ,  s t a t e d  t h a t  t h e  A d m i n i s t r a t i o n  

s o u g h t  t h e  c o o p e r a t i o n  o f  t h e  L e g i s l a t u r e  a n d  t h o u g h t  t h a t  t h e  

a d d i t i o n  o f  A m e n d m e n t  # 2  w o u l d  p r o v i d e  t h a t  c o o p e r a t i o n .  M r .  

B a d e r  s t a t e d  i t  w o u l d  n o t  b e  u r g e n t  t o  p u r c h a s e  t h e  c o n t r a c t s .

( T a p e  c h a n g e ,  H F C  9 1 - 4 7 ,  S i d e  1 ) .

R e p r e s e n t a t i v e  U l m e r  o b s e r v e d  t h a t  L B A  d o e s  n o t  h a v e  

i n d e p e n d e n t  a u t h o r i t y  o v e r  t h e  d e c i s i o n  o r  a p p r o p r i a t i o n .  T h e  

a c t i o n  o f  t h e  C o m m i t t e e  w o u l d  b e  a  n o t i f i c a t i o n  t o  t h e  

C h a i r m a n  o f  t h e  B u d g e t  a n d  A u d i t  C o m m i t t e e  o f  w h a t  t h e  

A d m i n i s t r a t i o n  i s  c u r r e n t l y  d o i n g .  T h i s  w o u l d  b e  a  c u r t s e y  

n o t i f i c a t i o n .  R e p r e s e n t a t i v e  B o y e r  w i t h d r e w  h i s  O B J E C T I O N  t o  

A m e n d m e n t  # 2 .

A m e n d m e n t  # 2  w a s  a d o p t e d .  C S H B  2 2 1  ( F I N )  w a s  H E L D  i n  

C o m m i t t e e  f o r  f u r t h e r  d i s c u s s i o n .



H B  2 2 1  A n  A c t  a u t h o r i z i n g  t h e  D e p a r t m e n t  o f  R e v e n u e  e i t h e r  

t h e  g u a r a n t e e d  i n v e s t m e n t  c o n t r a c t s  h e l d  b y  t h e  

s u p p l e m e n t a l  b e n e f i t s  s y s t e m  o r  t h e  u n d e r l y i n g  

s e c u r i t i e s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e .

H B  2 2 1  w a s  H E L D  i n  C o m m i t t e e .

H O U S E  B I L L  2 2 1

" A n  A c t  a u t h o r i z i n g  t h e  D e p a r t m e n t  o f  R e v e n u e  e i t h e r  t h e  

g u a r a n t e e d  i n v e s t m e n t  c o n t r a c t s  h e l d  b y  t h e  s u p p l e m e n t a l  

b e n e f i t s  s y s t e m  o r  t h e  u n d e r l y i n g  s e c u r i t i e s ;  a n d  

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

C o - C h a i r  N a v a r r e  e x p r e s s e d  h i s  i n t e n t i o n  t o  h o l d  H o u s e  B i l l  

2 2 1  i n  C o m m i t t e e ,  p e n d i n g  r e c e i p t  o f  o p i n i o n s  f r o m  t h e  

D e p a r t m e n t  o f  L a w .  H o u s e  B i l l  2 2 1  w a s  H E L D  i n  C o m m i t t e e .



I s  Y o u r  P e n s i o n  F u n d  S a f e ?

If an insurer holds it, it may not be guaranteed
B y J a n e  B r y a n t  Q u i n n

T he collapse of the 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 
widely sold 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). But if its money 
runs out, the checks may stop.

Employers buy pension an­
nuities for a couple of reasons:

; to make the insurer responsible 
f for paying your pension, or to
• invest in the high interest rates 
; some annuities offer. "Individ-

ual” annuities are bought in 
j, -jour name, "Unallocated" an - 

-nuities provide pensions to a 
- group of workers as a whole.
>- But what if the insurer fails?
i In theory, two safety nets hang 
t between you and poverty: the 
r Pension Benefit Guaranty Cor­

poration (PBGC), which pro­
tects against failed pension 
plans, and state guaranty asso­
ciations, which clean up behind 
defunct insurers. In practice,

' however, the PBGC won’t cover 
all insurance-backed pensions.

' As for the guaranty funds, just 15 states 
, specifically protect unallocated pension 
i annuities. At least 21 cover individual 

annuities, mostly to $100,000 a person.
Who’s skim? To see if you’re protected, 

checkyour situation on the following list 
L ■ You 're retired and getting a pension
( based on your age, salary and years o f  
; service. It’s paid by your company, direct­

ly from the pension trust. You’re safely
• insured by the PBGC, to a top of $2,250 a 
! month for individual retirees at age 65.
i a You 're retired and getting a monthly
• pension funded by an individual insur- 
' ance annuity. You are not protected by

the PBGC or by your employer. You’ll 
1 lose your income if the insurer runs out 

of assets, unless a guaranty fund steps in.
, a You're working and your retirement 

fund  is building up. Your protection de­
pends on the type of pension you have.

(1) If you’re guaranteed a fixed month- 
‘ ly benefit, and your fund buys such 
i things as stocks and fixed-income securi­

ties, you’re insured by the PBGC up to the 
maximum allowed.

(2) If you have a profiteharing plan, a 
401Qc) or a typical Keogh, you’re not in­
sured. These plans rarely fail, although 
your investments could drop in value.
. (3) If you’re guaranteed a fixed month­
ly benefit, and it’s backed by an insur­
ance contract, the nature of your protec­
tion depends on the contract. With an 
unallocated annuity, your employer usu­
ally has to step in if the insurance compa­

ny fails, says Carol Flowe, general coun­
sel for the PBGC. If the 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, youronlyhopeisa guaranty fund.

Now for the rest of the bad newB: when 
it comes to big insurers, the guaranty 
funds are essentially a fraud. They 
couldn’t 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.

L iuu  M a t  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
sion 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’s funding comes from private cor­
porations and they’re not paying enough 
as it is. Right now, the pension insurance 
fund is nearly $2 billion in the hole. If it 
had to back annuities, too, premiums 
would leap—probably to more than em­
ployers could handle. Besides, it’s foolish 
to ask the PBGC to guarantee the solven­
cy of the whole insurance industry.

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

But employees usually have no choice. 
Their companies buy the annuities, often 
from a low-cost insurer like Executive 
Life. You may not know that your carrier 

is second rate; even if you did 
you wouldn’t be able to opt out.
So why should you suffer if pay­
ments stop?

Instead, fault should cling to 
the employer who bought the 
bad annuity in the first place. 
You can sue a company that 
doesn’t make proper and pru­
d en t 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’s 
management floated junk bonds 
to raise the money to buy the 
company. Executive Life bought 
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 also be sued.

If a company implies that annuities 
are safe, that might also give workers 
ground for suit, sayB consultant Harry 
Gross of Kwasha Lipton in Fort Lee, 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 
PBGC start 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. Talk aboutshutting the bam door.

Amoriatr Visoiwia Wilion 1
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H i e k e f  b a c k s  r e t i r e m e n t  b a i l o u t
■w
(-Vl

By HAL BERNTON
Daily News business reporter

Gov. W ally H ickcl said 
Tuesday he th inks the  stave 
should stand  behind an ail­
ing s ta te  employee retire­
m e n t  f u n d  a n d  ' w o u l d  
“ s tro n g ly . consider” signing 
legislation to  m ake up any 
of its  losses.

H ickel’s com m ents Tues­
day came in  response to a ' 
constituent’s question dur- 
i n g ^  radio  call-in show on

S B S :
Bailout 
supported

Continued from Page A-1
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 g o v e m o  
would probably sign it, Man 
ly said. ‘‘H e  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: 
tern. It supplements a muc 
larger pension system, at 
ministered by the Revenu 
Department, that is not i 
risk.

I --
th e  A la sk a  P u b lic  Radio 
N etw ork.

They are  a t ; odds w ith  
sta tem ents M onday by  Mil- 
le tt K eller, a H ickel Cabinet 
m em ber who has taken  a 
lead ro le in  dealing w ith  the 
crisis in  the  .'state Supple­
m e n t a l  .B ene f i t s  S ys tem ,  
which could lose up to  $130 
m illion invested in  a  crum ­
b l in g  Ca l i fo rn ia  insurance  
com pany. r 

• - Kg^ler said  he thought the
State workers had no say 

in h o w  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 m a y  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- 
.Ch1?*—  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 w e  have an obliga­
tion."

1.
s ta te  — unless faced w ith  a 
legal obligation — shouldn’t 
use m oney from  the  general 
fund to  rescue the  re tire ­
ment  fund.

“If you - have to  choose 
sides betw een the  pub lic  and 
employees, then m y belief is 
th a t our oa th  is to  th e  citlv  
zens of A laska;!!.said Keller, 
H ickel’s com m issioner of .ad- ; 
m in istration , during a.legis-!

11 ■:■"*?'P leasb jee Back Page, SBSDdCf>_r cty&t i
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pricetag
growing
H o u s e  g i v e s  

u n a n i m o u s  

O K  t o  p l a n

By RALPH T H O M A S
n i M U U U V M

The pricetag to ball out an ailing 
state-employbe retirement fluid grew 
by m q n  than (8 million this week.

Under a Hickel administration 
plan approved unanimously by the 
House today, the state will spend up 
to (138.1 million to protect the Sup-
Clemental Benefits System from los- 
ig money on Investment contracts 

with a sinking California Insurance 
company.

It the plan clean the Senate and 
is signed by the governor, (45 million 
will be taken from the state general 
fund to create a new "investment 
loss trust fund.” The administration 
would also be allowed to draw up to 
(93.1 million from the state's budget 
reserve to cover the bailout account. 

The new fund would be used to
Crevent the SBS program from los- 
ig money on Its Investment con­

tracts with Executive Life Insurance 
Co., a Junk bond-riddled firm that 
was seized last month by California 
insurance regulators.

When the administration's plan 
was first presented to the House Fi­
nance Committee this week, the bail­
out price stood at (132 million. But 
the figure was 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 it might also have to cov­
er losses suffered by former govern­
ment workers who are getting 
monthly annuity checks from Execu­
tive life.

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

Workers contribute about a per­
cent or their wages to the program, 
which is 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 to 
recover aome or all of the money 
through lawsuits and by holding out 
and hoping Executive Life might re­
cover and pay off on the contracts.

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

PtoMo turn te Ml, Pag* I

SBS...
Continued from Pag* 1

The administration requested the 
(3.3 million to cover former employ­
ees receiving Executive Life annu­
ities alter It became apparent their 
lossea might not be covered by the 
company or by California's insur­
ance guarantee pool.

When SBS members go off the 
payroll, they con request a lump­
sum payment or a monthly annuity 
check.
■ During 1987 and part of 1990, Ex­
ecutive life operated the SBS annu­
ity program, and people who chose 

- - the annuity option In those years get 
their checks directly from the Insur- 
anceflrm.

Keller said more than 300 people 
signed up for SBS annuities from Ex­
ecutive Lire, and he estimates the 
amount owed on those accounts at 
about (U million.

Late last month, California's In­
surance regulators won court ap­
proval to reduce Executive Life's an­
nuity payments by 30 percent until 
they can better determine the com­

pany's assets and liabilities.
When the company was seized, 

more than half of Its assets were re­
portedly In high-risk, high-yield Junk 
bonds.

Keller said the extra (3.3 million 
In the bailout (Und would be used to 
cover the 30 percent drop In the an­
nuity checks to former Alaska gov­
ernment workers.

The bailout plan was submitted 
after the administration received a 
legal opinion on (he state's obligation 
to protect the retirement fUnd. De­
tails of the legal opinion have not 
been made public, but several legis­
lators have said the contents of the 
opinion became obvious when the ad­
ministration supported'the bailout.

Rep. Mike Navarre, D-Kenal, 
tried during- Thursday’s Finance 
Committee meeting to get an admis­
sion of liability added to the bailout 
bill. But Assistant Attorney General 
Jim Baldwin advised agaln9l such a 
move.

"People can Infer from the bill 
what they want," Baldwin said. "But 
1 think It would not be In the Interest 
of the state to do that at this time.”

After the meeting, Baldwin said 
he would be comfortable discussing 
the legal opinion after the bailout 
had the Ml Legislature's approval.

Meanwhile, the House Is sched­
uled Monday to consider a bill that 
would set up a system aimed partial­
ly at preventing Mure problems 
with the Investment of employee pen­
sion funds.

Senate Bill 18 would establish a 
public corporation to Invest nearly (5 
billion In public employee pension 
funds, Including the SBS money. The 
corporation would be similar to the 
Alaska Permanent Fund Corp., 
which Invests the state's (11 billion 
oil savings account.

The corporation would Include a 
nine-member board overseeing an 
executive director and Investment' 
staff.

Aside from SBS, the pension cor­
poration would also Invest about (2.7 
billion 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.



frn>:Ht*V(i.u ^ * - 3  5hr. G p +  'u>, m i  - ■State knew pension holder was shaky, invested anyway
B y  H A L  B E R N T O N
D a i l y  N e w s  b u s i n e s s  r e p o r t e r

Stntc officials wh o  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

largest insurance brokers, 
according to past and pres­
ent state officials.

Between 1987 and 1990, 
slate officials Invested near­
ly $130 million —  up to 30 
percent of a supplemental 
retirement fund —  In Execu­
tive Life.

California regulators this 
month seized Executive 
Life’s parent company —  
First Executive Corp. —  In 
what might become the no­

tion's largest Insurance c om­
pany Insolvency.

liie state could lose Its 
entire $130 million Invest­
ment, covering more than
20,000 past and present state 
workers, and might be 
forced to cover the lost m o n­
ey out of the slate treasury.

The main state retirement 
funds —  totaling more than 
$5 billion —  are separate 
from the supplemental fund 
and are handled by a staff of

Investment professionals 
within the Department of 
Revenue.

But the $435 million sup­
plemental fund was under 
the day-to-day management 
of a Department of Adminis­
tration accountant, Mike 
Halverson, w h o  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

quately track employee In­
vestments In the retirement 
fund.

Halverson said he read 
m a n y  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 Ivan 
Bocsky.

"We were fully aware of 
vyh'at was happening at Ex­

ecutive Life. W e  Just be­
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.
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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 I got nervous, what I 
would do is immediately call 
the only person I knew w h o  
could possibly help." Hal­
verson said. "That would be 
Bob Richardson. I consid­
ered him the' source of ail 
wisdom.” 1 ■

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

S t a t e  S B S  C o n t r a c t s

For investm ent and  annu ity  contracts 
_  Aetna

;y  ■ ,- J $29 Million
■

■ Metropolitan
$42.3 Million

N e w  York Lite 
$42.4 Million

Source o> A«Vrwv»i»»i©n

According to Halverson, 
Richardson repeatedly stat­
ed It was almost Impossible 
for Executive Life to go bust 
within the six-year pay-bnck

K ivm ro m u . i  A w & O t + t N n *

period of the state invest­
ments.^ • i .J ,

Solly Smith, w h o  es direc­
tor of Hslverson’s division 
helped review Investment,

decisions, confirmed Rich­
ardson’s company acted as 
the consultant and recom- 
. mended that the entire fund 
' he put- In insurance compa­
nies.
• - Richardson no longer
• works for Mercer and could 
not be found for comment. • 
Halverson nnd other state 
officials said he told them In 
1980 that he was leaving for 
a round-the-world cruise and 
didn't k n o w  when he would ■ 
return, "The last I heard, he

^ w a s  -seen off of N e w  Zea- 
’’'land," Halverson said.

Beth Rutherford, a consul­
tant at Mercer, sold her com-

• pany does not get Involved 
' in specific Investment ad­
vice.

The supplemental rfctlre-- 
""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 

. to decide which. Insurance 
-company would get. state 
money. The highest bidder

won the contracts, as long as 
it was rated A-plus —  the 
highest rating awarded by 
A.M. Best, a major rating 
firm.

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

As early as 1987, warning 
alarms were going off about 
the Insurance company. Con­
ning &  Co., a stock analyst, 
published a report stating 
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
larly worrisome to Investors 
.,. due to Increasing concern 
by Insurance regulators re­
lating to the appropriateness

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

B y  then, the Adminlstra- 
tion Department had a neiy 
benefits consultant. De- 
Polite fc Touche. That win- 
ler. Administration Com m i s­
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-

' als.
I As for Halverson, his old 
file* are under'lock and-p  —  - r r  • - r -  .  s i i u a  m u  u n u t i  r u v n  a u u

of *uch Investments forUfe chain, and he's planning to
Insurers."

Best continued to rate the 
company A-plus, but In Jan­
uary 1988 other 
rating ; companle 
graded First Pxecu 
verson said.- ''

nsurance 
it jwn

r
But.^ie said, he Was neviV'' ■ anymore,'

. . - • I .t: . . 1.(4

leave Juneau for a few 
weeks.

"There's been n lot of 
heat. The stress has almost 
killed me. A s  far as I'm 

this Is ancient 
history, It'* not m y  game

lv*i Hal-/,concerned,



lo # // $/■  \ o v 4 * a / 5 / 7 / 9 /

svuuiu nave accmcu a inning matter. Pl e a s e  Turn t o  Pa g e  C9, C o l umn  3
W V IIk V l •

S h o u l d  t h e  C o m p a n y  o r  t h e  E m p l o y e e  

T a k e  t h e  H i t  o n  T r o u b l e d  G I C  A c c o u n t s  ?

YOUR
MONEY
MATTERS

B y  J a m e s  A. W h i t e

Staff Reporter o f  T h e  W a l l  Street J ournal
NEW Y O R K -Shou ld  com panies pick up 

the tab for an y  losses their employees su f­
fer because of problems at insurer F irst 
Executive Corp.?

That question is be ing put to a  m ajor 
test for com panies that bought S3.09 billion 
in guaranteed investment contracts, or 
GICs, from F ir st Executive  for their em­
ployee benefit p lans. F ir s t  Executive ’s 
troubled Executive L ife  un its in California 
and New York were seized by state insur­
ance regulators last month.

GICs, which are fixed-income contracts 
sold by insurance com panies, are ex­
trem ely popular retirement and sav in gs  
p lan  options. While how much Executive 
L ife  w ill p ay  on the do llar to GIC holders 
m ay  not be known for months, companies 
have  begun freezing portions of their em ­
ployee sav in gs  p lans that were invested in 
GICs issued by Executive  L ife . Companies 
s a y  freezing part of the p lans is  necessary 
until they know exactly  how much Execu­
tive L ife  w ill repay on Its GICS.

Among the com panies im posing freezes 
are Honeywell In c ., Xerox Corp. and Un­
isys  Corp.; others are expected to follow 
suit shortly.

Now, in what is  believed to be an un­
precedented move, H oliday Inns In c ., a 
unit of B ass  PLC , has decided that it - a n d  
not em p loyees-ought to bear an y  GlC-re- 
iated loss. The hotel chain  has promised to 
m ake up an y  losses of princ ipal on the 
S12.8 m illion of its employees' money in a 
com pany sav in gs  p lan  that was invested in 
GICs issued by Executive  L ife . "Our em­
ployees deserve to know that their invest-

• Executive' l i f e  .GICs ...Cause a Chill ' y„-
Cqmpanieshave frozen .or purchased parts of their employee benefit plans Inyest^ln/ 
guaranteed investment contracts (GICs) Issued by Executive Life.

COMPANIES
FACE VALUE 

OF EXECUTIVE LIFE 
' QIC CONTRACTS

(In million*)

PORTION OF 
QIC FUND ACTION

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
(2 funds) 3.0 7.0 frozen

Marathon Oil 20.0 2.0 Executive Life portion frozen

Holiday lr.ii 12.8 14.0 Executive Life portion frozen; company 
promises to cover any losses

Georgia-Pacific „  5.4 N.A. Company purchased Executive Life 
GICs from GIC Fund

NAcNot applicable Sourct: Company r$ptMts

ments w ill be prot 'te d ,"  the com pany 
sa id  last week,

A w idespread move by com panies to 
shoulder losses for employees due to the 
problems at F ir s t  Executive would be a 
sea change. That’s because most of the 
employee benefit p lans that hold F ir s t  E x ­
ecutive GICs are so-called defined contri­
bution p lans.

Defined contribution p lan s -w h ic h  in­
clude most company-sponsored thrift, 
pro fit-sharing and 401(k) p la n s -p la c e  re­
sponsib ility for a ;iy  investm ent losses 
square ly  on employees. Em ployees usually  
are g iven  the choice to allocate money in 
their accounts am ong severa l investment 
options, inc lud ing stock, bond and GIC 
funds. (That contrasts with defined benefit 
p lans, which include most long-established 
pension p lans , in which the employer bears

the risk for an y  losses on the p lan ’s  Invest­
ments. I

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

Em ployees in defined contribution plans 
have suffered losses In the past, most d ra­
m atica lly  during the 1987 stock market 
crash . But the Executive L ife  GIC prob­
lems involve fiduc iary  questions that go 
beyond m arket risk . As a  result, the way 
companies react to losses In this case 
could portend how they approach their de­
fined contribution p lans in future cases.

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

Pl e a s e  Turn t o  Page  C12, C o l umn 3
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Companies Address 
Employees’ Losses 
From First Executive

Con t i nued F r o m  P a g e  C l

contribution) promise is go ing to be re­
thought."

Other companies m ay  take a  s im ila r  
view to that of Holiday Inns as  fallout from 
Executive  L ife  spreads, experts say . For 
one th ing , companies are concerned about 
morale problems i f  employees have to sus­
tain GIC losses. In  addition, though com pa­
nies m ay  not be le ga lly  bound to m ake up 
employee losses in defined contribution 
p lans, some companies m ay  worry about 
possible lawsuits ch arg in g  them with 
lapses of their fid uc iary  duties for not h av ­
in g  spotted problems with Executive 
L ife .

" I 'm  sure there w ill be litigation sur­
rounding this by people who have lost 
money on Executive L i fe ,"  says  Howard C. 
Weizmann, executive director of the Asso­
ciation of P rivate  Pension & Welfare 
P lan s , a  benefits trade group that includes 
corporations, consultants and actuaries. 
" I f  the corporate wherewithal! is there to 
make people whole, I th ink a  lot of com­
panies w ill do that."

G eorgia-Pac ific  Corp. anticipated prob­
lem s with Executive L ife  GIC contracts 
when it acquired Great Northern Nekoosa 
Corp. last year. Great Northern had pur­
chased S5.4 m illion in GICs from Executive  
L ife  for its employee sav in gs  p lan , but 
G eorgia-Pac ific  o ffic ia ls  decided aga in st 
com bin ing those contracts with its own em ­
ployee sav in g s  plan.

"We were uncomfortable with putting 
them in "  the combined fund, say s  John  E . 
Stettler, a  G eorgia-Pac ific  benefits o ffic ia l. 
"We felt we had a  fid uc iary  issue ."  As a  
result, G eorgia-Pac ific  decided to buy the 
Executive L ife  GICs from the employee 
plan so that any loss would come out of the 
corporate treasury , not from employees' 
sav ings .

3 of 3

Until now, GIC holders have  never su f­
fered a  loss; but tilings could be d iffe r­
ent in the case of Executive  L ife . Payouts 
on Executive L i fe ’s GIC contracts were 
suspended when C alifornia regulators took 
over the C alifo rn ia unit April 11. (Under a  
separate action, paym ents to holders of 
Executive L ife  annuities were cut back to
70r c I.

Private Strategy Meeting
Corporate benefit executives from more 

than 20 com panies w itli employee p lans 
hold ing Executive L ife  GICs met private ly  
late last month in New York to come up 
with a  strategy for dea lin g  with the in ­
surer's problems. U nisys, one of the com­
panies represented, sa y s  the group p lans to 
hire le ga l counsel to press the c la im s of 
GIC holders before regulators.

M eanwhile , employees m ust cope with 
freezes announced by their employers on 
portions of their benefit p lans represented 
by Executive  L ife  GICs. But even with the 
freeze, employees can genera lly  still make 
transfers, w ithdrawals and other transac­
tions norm ally allowed on the rem ainder of 
their benefit accounts.

In letters to their employees, com panies 
com monly stress that freezing part of their 
accounts doesn’t necessarily  m ean that 
money w ill be lost. However, executives 
confess they don't yet know what w ill hap­
pen. " I t 's  very frustrating to have to an ­
nounce som ething like this to p lan partic i­
pants without h av in g  more concrete an ­
sw ers," say s  Robert E v an s , Xerox a s s is ­
tant treasurer.

Some com pany executives are begin­
n ing to worry that a  debacle with Execu­
tive L ife  GICs could hurt the GIC m arket 
a s  a  whole. A lready, a  number of com pa­
nies are  shopping for a lternatives to GIC 
that would offer some o f the most attrac­
tive attributes of GICs, such a s  stable 
value , while s t ill providing returns higher 
than T reasury securities. "A  whole lot of 
people are  scram b lin g  to consider i f  they 
should do something e lse ,"  say s  Charles H. 
S a lisbu ry  J r . ,  a  m arketing v ice  president 
with m utual fund com pany T. Rowe Price  
Associates Inc .
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IN T H E  LEG ISLA TU R E O F TH E STA TE O F A LA SK A  

SEV EN TEEN TH  LEG ISLA TU R E - FIRST SESSIO N  

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

Introduced: 3/I5/9I
Referred: Community & Regional Affairs, Finance
Funding Information: General Fund $ -0-

Ollier Funds 72.948.922 
$72,948,922

A  B IL L  

F O R  A N  A C T  E N T IT L E D

1 "A n A ct m ak in g  a p p ro p r ia t io n s  from  th e  A laska  science a n d  technology  en d o w m en t fo r

2 w a te r, sew er, a n d  solid  w aste  p ro je c ts , fo r s ta tew id e  ro a d  a n d  h ighw ay  m a in te n a n c e

3 p ro je c ts , an d  to  fu n d  the  ru ra l  d ev e lo p m en t in itia tiv e  fu n d ; a n d  p ro v id in g  fo r  an  effective

4 d a te ."

5 B E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

6 * S ec tion  1. The sum  o f  $20 ,000 ,000  is appropriated  from  the A laska  science and technology

7 endow m ent (AS 37.17 .020) to the D epartm ent o f  T ransportation and Public  Facilities for statew ide road

8 and highw ay m ain tenance projects.

9 * Sec. 2. T he sum  o f  $10 ,000 ,000  is appropriated  from  the A laska science and technology endow m ent

10 (AS 37 .17 .020) to the D epartm ent o f  C om m unity  and Regional A ffairs for capitalization  o f  the rural

11 developm ent initiative fund.

12 * Sec. 3. The sum  o f  $42 ,848 ,922  is appropriated  from  the A laska science and technology endow m ent

13 (AS 37.17 .020) to the D epartm ent o f Environm ental C onservation for paym ent as gran ts from  the village

14 safe w ater program  (A S 46.07) to the fo llow ing  cities and unincorporated  com m unities for the purposes
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1 a n d  in t he a m o u n t s  stated:

2 C I T Y  O R  C O M M U N I T Y P U R P O S E A L L O C A T I O N

3 C i t y  o f  W h i t e  M o u n t a i n W a t e r  a n d  s e w e r $  6 1 7 , 0 0 0

4 C i t y  o f  T h o r n e  B a y S e w e r  project 1 , 1 0 0 , 0 0 0

5 M o u n t a i n  P o i n t W a t e r  a n d  s e w e r  project 2 , 5 2 4 , 0 0 0

6 C i t y  o f  A n d e r s o n S e p t a g e  d i sposal facility 3 0 0 , 0 0 0

7 G l e n n a l l e n S e w e r  s y s t e m 1 , 2 0 0 , 0 0 0

8 A n c h o r  P o i n t W a t e r i n g  p o i n t  facility 6 8 , 0 0 0

9 K l u k w a n L a g o o n 3 8 9 , 0 0 0

1 0 T a k o t n a Rehabilitation o f  sanitation facilities 2 2 5 , 0 0 0

1 1 C i t y  o f  N o o r v i k W a t e r  a n d  s e w e r  u p g r a d e 4 0 0 , 0 0 0

1 2 C i t y  o f  S e l a w i k S t o r a g e / w a s h e t e r i a 8 0 0 , 0 0 0

1 3 C i t y  o f  M e k o r y u k F l u s h  t a n k  a n d  h a u l  d e m o n s t r a t i o n  project 1 8 0 , 0 0 0

1 4 C i t y  o f  U n a l a k l e e t S o l i d  w a s t e 1 , 4 1 4 , 0 0 0

1 5 N e l c h i n a W a s t e  transfer station a n d  w e l l 4 2 , 6 0 0

1 6 T a l k e e t n a E a s t  side s e w e r  a n d  w a t e r  c o n s t r u c t i o n 3 , 1 0 0 , 0 0 0

1 7 C i t y  o f  C h e f o r n a k W a t e r  a n d  s e w e r  s y s t e m 2 , 1 4 7 , 4 9 9

1 8 K o k h o n a k W a t e r  a n d  s e w e r  i m p r o v e m e n t s 1 0 0 , 0 0 0

1 9 C i t y  o f  N e w  S t u y a h o k W a t e r ,  s e w e r ,  a n d  solid w a s t e 4 7 7 , 0 0 0

2 0 C i t y  o f  T o g i a k W a t e r  a n d  s e w e r  c o n s t r u c t i o n 2 5 7 , 0 0 0

2 1 C i t y  o f  G a m b e l l W a t e r  a n d  s e w e r  p h a s e  III 2 , 8 0 0 , 0 0 0

2 2 C i t y  o f  B e t h e l W a s t e w a t e r  t r e a t m e n t  s y s t e m  i m p r o v e m e n t s 6 2 3 , 0 0 0

2 3 C i t y  o f  L o w e r  K a l s k a g S o l i d  w a s t e  i m p r o v e m e n t s 1 7 5 , 0 0 0

2 4 C i t y  o f  G o l o v i n W a t e r  a n d  s e w e r  p r o g r e s s i v e  i m p r o v e m e n t s  p l a n

2 5 p h a s e  II 4 2 7 , 2 8 0

2 6 C i t y  o f  N u l a t o W a t e r  a n d  s e w e r  s y s t e m  p h a s e  III 2 , 3 8 2 , 0 0 0

2 7 C i t y  o f  E m m o n a k S e w e r  a n d  w a t e r  e x p a n s i o n 1 , 0 0 0 , 0 0 0

2 8 C i t y  o f  K o t z e b u e S e w e r  m a i n  rehabilitation 1 , 3 7 0 , 0 0 0

2 9 C i t y  o f  K i a n a S e w a g e  t r e a t m e n t  r e n o v a t i o n 9 6 8 , 0 0 0

3 0 C i t y  o f  R u b y S a n i t a r y  landfill 6 0 , 0 0 0

3 1 C i t y  o f  E l i m S e w e r  o c e a n  outfall line rehabilitation 4 3 1 , 0 0 0

m

9
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1 C i t y  o f  H o o p e r  B a y W a t e r  a n d  s e w e r  u p g r a d e 9 9 0 , 0 0 0

2 C i t y  o f  S h a g e l u k W a s h e t e r i a / v v a t e r  t r e a t m e n t  plant r e n o v a t i o n 3 0 0 , 0 0 0

3 C i t y  o f  K a l t a g W a t e r  a n d  s e w e r  e x t e n s i o n 2 1 7 , 3 8 0

4 C i t y  o f  M a n o k o t a k W a t e r  s y s t e m  i m p r o v e m e n t s 3 0 0 , 0 0 0

5 C i t y  o f  P o r t  L i o n s W a t e r  a n d  s e w e r 2 5 0 , 0 0 0

6 C i t y  o f  C o f f m a n  C o v e W a t e r  a n d  s e w e r  c o n s t r u c t i o n 8 0 0 , 0 0 0

7 C i t y  o f  S a v o o n g a S o l i d  w a s t e 7 5 0 , 0 0 0

8 C i t y  o f  C h i g n i k S e w e r  u p g r a d e / d r a i n f i e l d  r e p l a c e m e n t 2 0 0 , 0 0 0

9 C i t y  o f  K o t z e b u e S e w a g e  l a g o o n  u p g r a d e 4 8 0 , 0 0 0

1 0 C h i s t o c h i n a S a f e w a t e r 2 5 , 0 0 0

11 P o r t  G r a h a m E n g i n e e r i n g  d e s i g n / s t u d y 7 5 , 0 0 0

1 2 C i t y  o f  St. M i c h a e l W a t e r  tanker/fire t r u c k / a p p u r t e n a n c e s 3 0 0 , 0 0 0

1 3 C i t y  o f  K i v a l i n a W a t e r  t a n k  u p g r a d e 9 0 0 , 0 0 0

1 4 S o u t h  N a k n e k S e p t i c  t a n k  project 5 8 1 , 0 0 0

15 C i t y  o f  C l a r k s  P o i n t E x t e n s i o n  o f  w a t e r  a n d  s e w e r 2 8 0 , 0 0 0

16 H e a l y  L a k e W a t e r / s e w e r  project 9 2 , 0 0 0

1 7 T a n a c r o s s W a t e r  a n d  s e w e r  e x p a n s i o n  a n d  repair 2 0 0 , 0 0 0

1 8 C i t y  o f  A t k a E n g i n e e r i n g  e v a l u a t i o n  w a t e r / s e w e r 1 0 0 , 0 0 0

1 9 C i t y  o f  G r a y l i n g G a l l e r y  p u m p  project 1 0 0 , 0 0 0

2 0 B i r c h  C r e e k S o l i d  w a s t e  r e m o v a l  a n d  relocation 1 0 , 0 0 0

2 1 M i n t o S o l i d  w a s t e  site 1 5 0 , 0 0 0

2 2 C i t y  o f  L a r s e n  B a y W a t e r  i m p r o v e m e n t s 5 3 0 , 0 0 0

2 3 N o a t a k S o l i d  w a s t e  site 3 0 0 , 0 0 0

24 C i t y  o f  K o t z e b u e S a n i t a r y  landfill s t u d y 1 5 0 , 0 0 0

25 C h e n e g a  B a y S o l i d  w a s t e  di s p o s a l 3 8 3 , 8 9 1

26 C i t y  o f  C h e v a k L a u n d r y  a n d  s e w e r  dis p o s a l  lines 3 7 , 0 0 0

2 7 C i t y  o f  S h u n g n a k S o l i d  w a s t e  i m p r o v e m e n t s 1 2 0 , 0 0 0

28 P o i n t  B a k e r E n g i n e e r i n g  feasibility s t u d y 2 5 , 0 0 0

2 9 C i t y  o f  E e k Feasibility s t u d y - w a t e r  w e l l  drilling 2 2 , 5 0 0

30 C i t y  o f  St. M i c h a e l P h a s e  II w a s h e t e r i a 4 7 4 , 2 0 0

3 1 C i t y  o f  K a s a a n W a t e r  s u p p l y  i m p r o v e m e n t s - p h a s e  I 3 0 6 , 0 0 0
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1 C i t y  o f  T o k s o o k  B a y W a t e r  s u p p l y  i m p r o v e m e n t s  project 5 5 0 , 0 0 0

2 S t e v e n s  V i l l a g e W a s h e t e r i a  u p g r a d e 4 0 0 , 0 0 0

3 C i t y  o f  B r e v i g  M i s s i o n W a t e r  a n d  s e w e r  d e s i g n 1 5 0 , 0 0 0

4 C i t y  o f  O u z i n k i e S a f e w a t e r  relocation 2 0 0 , 0 0 0

5 G u l k a n a W a t e r  t r e a t m e n t  plant rehabilitation

6 a n d  p r o v i s i o n  o f  w a t e r  s t o r a g e  t a n k 4 3 0 , 0 0 0

7 B i r c h  C r e e k T a n k  rehabilitation 1 5 0 , 0 0 0

8 C i t y  o f  K o b o k W a t e r ,  s e w e r ,  a n d  solid w a s t e 1 , 5 0 0 , 0 0 0

9 C i t y  o f  S c a m m o n  B a y V i l l a g e  safe w a t e r 1 5 0 , 0 0 0

10 M e t l a k a t l a W a t e r  t a n k  a n d  f e e d e r  lines r e p l a c e m e n t 5 8 4 , 2 0 0

11 C i t y  o f  Teller S a f e  w a t e r / s e w e r / s o l i d  w a s t e 2 0 0 , 0 0 0

1 2 C i t y  o f  E a g l e W a s h e t e r i a ,  l a g o o n  a n d  w a t e r  project 1 , 6 0 0 , 0 0 0

13 C i t y  o f  A m b l e r W a t e r  a n d  s e w e r  lines 1 5 0 , 0 0 0

1 4 V e n e t i e W a s h e t e r i a  rehabilitation 1 , 4 7 0 , 0 0 0

1 5 C i t y  o f  F a l s e  P a s s W a t e r  s u p p l y  for n e w  c o m m u n i t y  d e v e l o p m e n t

1 6 p r oject 2 8 0 , 2 5 0

1 7 C i t y  o f  E e k W a s h e t e r i a  u p g r a d e 8 , 1 2 2

1 8 *  S e c .  4. T h e  s u m  o f  $ 1 0 0 , 0 0 0  is a p p r o p r i a t e d  f r o m  the A l a s k a  s c i e n c e  a n d  t e c h n o l o g y  e n d o w m e n t

1 9  ( A S  3 7 . 1 7 . 0 2 0 )  to the D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  for e n g i n e e r i n g  feasibility s t udies for

2 0  th e  village safe w a t e r  p r o g r a m  a n d  for p a y m e n t  a s  g r a n t s  u n d e r  the village safe w a t e r  p r o g r a m

2 1  ( A S  4 6 . 0 7 )  for e n g i n e e r i n g  feasibility studies.

2 2  *  S e c .  5. T h e  a p p r o p r i a t i o n s  m a d e  b y  secs. 1 a n d  3  o f  this A c t  are for capital p rojects a n d  l a p s e  u n d e r

2 3  A S  3 7 . 2 5 . 0 2 0 .

2 4  *  S e c .  6. T h e  a p p r o p r i a t i o n  m a d e  b y  sec. 2  o f  this A c t  is f or capitalization o f  a  l o a n  f u n d  a n d  d o e s

2 5  n o t  lapse u n d e r  A S  3 7 . 2 5 . 0 1 0 .

2 6  *  S e c .  7. S e c t i o n  2  o f  this A c t  t a k e s  effect o n  t h e  effective d a t e  o f  a n  A c t  e n a c t e d  b y  th e  S e v e n t e e n t h

2 7  A l a s k a  State L e g i s l a t u r e  that creates the rural d e v e l o p m e n t  initiative fu n d .

2 8  *  S e c .  8. E x c e p t  as p r o v i d e d  in sec. 7  o f  this A c t ,  this A c t  t a k e s  effect i m m e d i a t e l y  u n d e r

2 9  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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W h i l e  in S e s s i o n :  

B o x  V

J u n e a u ,  A K  9 9 8 1 1  

( 9 0 7 ) 4 6 5 - 4 9 4 2

House of Representatives
M e m b e r :

F i n a n c e  C o m i t t e e

P . O .  B o x  4 7 0 0 1

P e d r o  B a y ,  A l a s k a  9 9 6 4 7

( 9 0 7 ) 8 5 0 - 2 2 0 8

Rep. George Jacko, Jr.

F i n a n c e

S u b c o m m i t t e e  C h a i r :

C o u r t s

D e p a r t m e n t  o f  P u b l i c  S a f e t y  

F i n a n c e

S u b c o m m i t t e e  M e m b e r :  

D e p a r t m e n t  o f  F i s h  a n d  G a m e

M E M O R A N D U M

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

. t e n

F R O M :  R e p r e s e n t a t i v e  G 'acko, Jr.

D A T E :  A p r i l  1 8 ,  1 9 9 1

S U B J E C T :  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:

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

1) $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 in 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 in this state are given such a low priority.

HB 222

m s n t l C T  26: A D A K , A K U T A N , A L E K N A G IK ,  A T K A , B E L K O F S K I ,  C L A R K 'S  P O IN T , C O L D  B A Y , D IL L IN G H A M . D U T C H  H A R B O R , E G E G IK , E K L ’K , E K W O K , 
F A I .S E  P A S S . IG IU G IG , IL IA M N A , K IN G  C O V E . K LN G  S A L M O N , K O K H A N O K , K O L IG A N E K , L U V E L O C K , M A N O K O T A K . N A K N E K ,  N E L S O N  L A G O O N . 
N E W I IA I .E N ,  N E W  S T U Y A H O K , N IK O L S K I ,  N O N D A L T O N , P E D R O  B A Y , P IL E  B A Y , P IL O T  PO LV T , P O P E  &  V A N O I ,  P O R T  A L S W O R T I I ,  P O R T  I IE ID E N ,  P O R T  
M O L L E R , P O R T A G E  C R E E K , S A N D  P O IN T , S O U T H  N A K N E K . S Q U A W  H A R B O R , S T . G E O R G E , S T . P A U L . T O G IA K , T W IN  H IL L S .  U G A S I I IK ,  U N A L A S K A



H o u s e  F i n a n c e  C o - c h a i r s - 2 - A p r i l  18, 1991

G o v e r n o r  H i c k e l ' s  S B  1 3 3  f u n d s  t h e  f i r s t  $ 6  m i l l i o n  o f  D E C ' S  

V i l l a g e  S a f e  W a t e r  P r o j e c t  l i s t ,  w h i c h  t o t a l s  o v e r  $ 4 8  m i l l i o n .

H B  2 2 2  c o n t i n u e s  w h e r e  t h e  G o v e r n o r ' s  l i s t  e n d s ,  a n d  f u n d s  t h e  

r e m a i n i n g  l i s t  o f  D E C ' S  p r o j e c t s  ( $ 4 2 . 8  m i l l i o n  t o t a l  i n  H B  2 2 2 ) .

T h e  l i s t  b y  D E C  w a s  c o m p i l e d  a n d  s u b m i t t e d  t o  t h e  A d m i n i s t r a t i o n  

i n  N o v e m b e r  o f  1 9 9 0 .  T h e  p r o j e c t s  i n  H B  2 2 2  a r e  d e r i v e d  d i r e c t l y  

f r o m  t h i s  l i s t .  S i n c e  N o v e m b e r  o f  1 9 9 0 ,  I  u n d e r s t a n d  t h i s  l i s t  

c o n t i n u e s  t o  r a p i d l y  g r o w ;  i t ' s  a l r e a d y  $ 1  m i l l i o n  a b o v e  t h e  t o t a l  

o f  $ 4 8  m i l l i o n .

HB_ 2.5.6.

T h i s  b i l l  e s t a b l i s h e s  a  r e v o l v i n g  l o a n  f u n d  a n d  a  f u n d  t o  p u r c h a s e  

c a p i t a l  s t o c k  a n d  p r o v i d e  s u r e t y  b o n d i n g .  T h i s  l o a n  p r o g r a m ,  

c o m b i n e d  w i t h  b a n k  p a r t i c i p a t i o n ,  w i l l  p r o v i d e  c a p i t a l  l e v e r a g i n g  

f o r  t h e  l o a n  a p p l i c a n t s .

S p e c i f i c a l l y ,  t h i s  p r o g r a m  w o u l d  p r o v i d e  l o a n s  o f  u p  t o  $ 1 0 0 , 0 0 0  

t o  o n e  p e r s o n ,  o r  a  l o a n  o f  u p  t o  $ 2 0 0 , 0 0 0  t o  t w o  o r  m o r e  p e r s o n s ,  

f o r  c o m m e r c i a l  p u r p o s e s  b y  a  b u s i n e s s  l o c a t e d  i n  a  c o m m u n i t y  w i t h  

a  p o p u l a t i o n  o f  5 , 0 0 0  o r  l e s s .  T h e  f u n d  c o u l d  a l s o  b e  u s e d  t o  

p r o v i d e  c a p i t a l  f o r  n e w  b u s i n e s s  v e n t u r e s  i n  s i m i l a r l y - s i z e d  

c o m m u n i t i e s  t h r o u g h  t h e  p u r c h a s e  o r  u n d e r w r i t i n g  o f  s t o c k s  a n d  

b o n d s .

A s  a  r e s u l t  o f  t h e  d e c l i n e  i n  b a n k  c o m p e t i t i o n  i n  t h e  m i d - 1 9 8 0 ' s ,  

i t ' s  e v e n  m o r e  d i f f i c u l t  t o  a c c e s s  c a p i t a l  i n  r u r a l  a r e a s  t o d a y .

H B  2 5 6  w i l l  a i d  i n d i v i d u a l s  a n d  c o m m u n i t i e s  i n  r u r a l  a r e s  t o  g a i n  

a c c e s s  t o  c a p i t a l ,  w h i c h  I  b e l i e v e  i s  t h e  g r e a t e s t  n e e d  t o  i n s p i r e  

e c o n o m i c  g r o w t h  a n d  d i v e r s i f y  t h e  l o c a l  e c o n o m i e s .

P l e a s e  c o n t a c t  R o n a  S o r e n s e n  o f  m y  s t a f f  i f  y o u  h a v e  a n y  

q u e s t i o n s .

T h a n k  y o u  f o r  a n y  c o n s i d e r a t i o n  y o u  m a y  g i v e  t o  s c h e d u l i n g  t h e s e  

b i l l  a s  e a r y  a s  p o s s i b l e .



EXPENDITURES/REVENUES:

COMPONENT SERIAL NO.

(Thousands of Dollars)
OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES 0.0 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 0.0

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY 0.0 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:

Approved by Commissioner: v _ L o —v  v J ^
Agency: Department of Environmental Conservauorr Date:

4/16/91

f -
Distribution (by preparer):Legislative Finance, Legislative Sponsor, Requestor, O M B ,  &  Impacted Agency(ies)
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♦ t NEWS RELEASE
F O R  I N F O R M A T I O N  C O N T A C T :  

R o n a  S o r e n s e n

( 9 0 7 )  4 6 5 - 4 9 4 2  

F A X  ( 9 0 7 ) 4 6 5 - 2 9 9 7

F O R  I M M E D I A T E  R E L E A S E

9 1 - 1 2

M a r c h  1 5 ,  1 9 9 1

J A C K Q .  L E G I S L A T I O N  A P P R O P R I A T E S  N E A R L Y  $ 7 3  M I L L I O N  

R e p .  J a c k o  a n d  n i n e  c o - s p o n s o r s  i n t r o d u c e d  l e g i s l a t i o n  t h i s  

m o r n i n g  w h i c h  w o u l d  a d d r e s s  c r i t i c a l  a n d  i m p o r t a n t  n e e d s  o f  t h e  

S t a t e  o f  A l a s k a ;  b o t h  r u r a l  a n d  u r b a n .  H o u s e  B i l l  N o .  2 2 2  

a p p r o p r i a t e s  j u s t  s h y  o f  $ 7 3  m i l l i o n  f r o m  t h e  A l a s k a  S c i e n c e  a n d  

T e c h n o l o g y  E n d o w m e n t  ( A S T E )  f o r  w a t e r ,  s e w e r ,  a n d  s o l i d  w a s t e  

p r o j e c t s ;  s t a t e w i d e  r o a d  a n d  h i g h w a y  m a i n t e n a n c e  p r o j e c t s ;  a n d  t o  

f u n d  t h e  R u r a l  D e v e l o p m e n t  I n i t i a t i v e  F u n d .  A n o t h e r  p i e c e  o f  

l e g i s l a t i o n ,  w h i c h  i s  n e e d e d  t o  e s t a b l i s h  t h i s  c u r r e n t l y  n o n ­

e x i s t i n g  f u n d ,  i s  i n  t h e  w o r k s .

S p e c i f i c a l l y ,  H B  2 2 2  a p p r o p r i a t e s  $ 2 0  m i l l i o n  t o  t h e
/

D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  f o r  s t a t e w i d e  

r o a d  a n d  h i g h w a y  m a i n t e n a n c e  p r o j e c t s .  T h e  b i l l  a p p r o p r i a t e s  

a n o t h e r  $ 1 0  m i l l i o n  t o  t h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  

A f f a i r s  f o r  c a p i t a l i z a t i o n  o f  t h e  R u r a l  D e v e l o p m e n t  I n i t i a t i v e  

F u n d .  T h e  v e h i c l e  e s t a b l i s h i n g  t h i s  f u n d  i s  s t i l l  i n  t h e  d r a f t  

s t a g e .  L a s t l y  $ 4 2 . 8  m i l l i o n ,  t h e  l a r g e s t  a p p r o p r i a t i o n  o f  t h e  

b i l l ,  g o e s  t o  t h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  f o r  

s t a t e w i d e  w a t e r  a n d  s e w e r  p r o j e c t s .

- m o r e -
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R e p .  J a c k o  s t a t e d ,  " M y  d i s a p p o i n t m e n t  w i t h  t h e  

A c t o i ^ i s t . r a t i o n [ s _ h a p h a z a r d ^ a t t e r a p t _ t o  a d d r e s s  t h e  v e r y  b a s i c  l i f e  

a n d  h e a l t h  s a f e t y  n e e d s  o f  c o m m u n i t i e s  s p u r r e d  m e  t o  i n t r o d u c e  

t h i s  s e c t i o n  o f  H o u s e  B i l l  2 2 2 .  G o v e r n o r  H i c k e l  p r o p o s e d  t o  f u n d  

m e r e l y  $ 6  m i l l i o n  o r  t h e  t o t a l  $ 4 8  m i l l i o n  r e q u e s t e d  v i l l a g e  s a f e  

w a t e r  p r o j e c t s  i n  h i s  d e f e r r e d  m a i n t e n a n c e  b i l l  ( S B  1 3 3 )  . Q u i t e  

f r a n k l y ,  I  s e e  t h i s  a s  a n  ' e y e  d r o p p e r '  a p p r o a c h  t o  o n e  o f  t h e  

m o s t  s e r i o u s  p r o b l e m s  w e  h a v e  i n  r u r a l  a r e a s  o f  t h e  s t a t e . "

" I  r e a l i z e  t h i s  l e g i s l a t i o n  w i l l  b e  c o n t r o v e r s i a l  a n d  

c r i t i c a l l y  a n a l y z e d " ,  c o m m e n t e d  R e p .  J a c k o .  " I  a g r e e  t h e  A S T E  h a s  

b e a u t i f u l ,  h i g h  m i n d e d  p r o j e c t s  t h a t  a c a d e m i c i a n s  c a n  p o n t i f i c a t e  

a b o u t .  H o w e v e r ,  I  f i n d  t h e s e  p r o j e c t s  v e r y  d i f f i c u l t  t o  j u s t i f y  

i n  l i g h t  o f  t h e  d e p l o r a b l e  w a t e r  a n d  s e w e r  c o n d i t i o n s  t h a t  e x i s t  

i n  r u r a l  A l a s k a  t o d a y .  I t ' s  u n c o n s c i o n a b l e  t h a t  t h e  v e r y  b a s i c s  

o f  h e a l t h  a n d  l i f e  s a f e t y  o f  t h e  p e o p l e  i n  t h i s  s t a t e  a r e  g i v e n  

s u c h  a  l o w  p r i o r i t y .  L e t  m e  g i v e  y o u  a  c o u p l e  o f  e x a m p l e s .

K o k h a n o k  i s  a  s m a l l  v i l l a g e  i n  t h e  L a k e  I l i a m n a  r e g i o n  o f  

D i s t r i c t  2 6 .  A s  w e  d r a w  c l o s e r  t o  t h e  2 1 s t  c e n t u r y ,  t h i s  v i l l a g e  

o f  1 5 2  p e o p l e ,  I ' m  s o r r y  t o  s a y ,  c o n t i n u e s  t o  g o  w i t h o u t  s a f e  

w a t e r  a n d  s e w e r  f a c i l i t i e s .  E a c h  S p r i n g ,  w h e n  t h e  W i n t e r  i c e  

b e g i n s  t o  t h a w ,  t h e  d u m p e d  r a w  s e w a g e  f r o m  t h e  c o m m u n i t y  ' h o n e y  

b u c k e t s '  t h a w  t o o .  T h e  t w o  r u n  t o g e t h e r ;  a n d  t h e  r e o c c u r r i n g  

r e s u l t  i s  c o n t a m i n a t i o n  o f  b o t h  t h e  w e l l  a n d  t h e  l a k e  f r o m  w h i c h  

r e s i d e n t s  d r a w  t h e i r  d r i n k i n g  w a t e r .  P E O P L E  A R E  D R I N K I N G  W A T E R

- m o r e -



C O N T A M I N A T E D  W I T H  R A W  S E W A G E .  S o  i s  i t  a n y  s u r p r i s e  t h a t  t h e  

r e s i d e n t s  c o n t i n u e  t o  f a c e  b o u t s  o f  h e p a t i t i s  A  a n d  B  o u t b r e a k s ?

A n o t h e r  c o m m u n i t y  i n  m y  d i s t r i c t ,  I g i u g i g ,  h a s  t h e  s a m e  

s t a n d a r d  s e w a g e  f a c i l i t y  a s  K o k h a n o k ;  c o n s i s t i n g  o f  ' h o n e y  

b u c k e t s '  a n d  o u t h o u s e s .  A  l a r g e  p e r c e n t a g e  o f  t h e  v i l l a g e  

r e s i d e n t s  h a v e  e i t h e r  h a d  a n d  d e v e l o p e d  i m m u n i t i e s  t o  H e p a t i t i s  B  

o r  b e c o m e  c a r r i e r s  o f  t h e  d i s e a s e .  J u s t  a  f e w  w e e k s  a g o ,  h i g h  

w i n d s  a n d  h e a v y  r a i n  c o n t r i b u t e d  t o  o n e  o u t h o u s e ' s  c o n t e n t s  

f l o w i n g  d o w n  t h e  s t r e e t .  C o n c e r n e d  p a r e n t s  a n d  a d u l t s  o r d e r e d  t h e  

c h i l d r e n  s t a y  c l e a r  o f  t h i s  a r e a .  S h o r t l y  t h e r e a f t e r ,  t h e  g r o u n d  

f r o z e  a n d  i t  s n o w e d .  A n d  k i d s  b e i n g  k i d s  -  w e r e  s p o t t e d  p l a y i n g  

i n  t h i s  a r e a ,  e a t i n g  t h e  s n o w . "

3-3- 3 - 3  91-12 M a r c h  15, 1991
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C I T Y  O F  C H I G N I K

A p r i l  1 2 ,  1 9 9 1

H o n o r a b l e  G e o r g e  G . J a c k o . ,  J r .
H o u s e  o f  R e p r e s e n t a t i v e s  

S t a t e  o f  A l a s k a  
P .O .  B o x  V  
J u n e a u ,  AK 9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  J a c k o :

*; T h e  a b i l i t y  t o  p r o v i d e  B a f e  w a t e r  a n d  w a s t e w a t e r  f a c i l i t i e s  i s  a n  

a b s o l u t e  n e c e a s i t y  f o r  b o t h  p r e s e n t  p u b l i c  h e a l t h  a s  w e l l  a s  f u t u r e  

e c o n o m ic  g r o w t h  a n d  d e v e l o p m e n t .  O v e r  t h e  y e a r s ,  t h e  P u b l i c  H e a l t h  

m o v e m e n t  h a s  b e e n  a b l e  t o  d o c u m e n t  t h a t  o n e  o f  t h e  g r e a t e s t  c o n t r i b u ­

t o r s  t o  i n c r e a s e d  l i f e  e x p e c t a n c y  t h r o u g h  d e c r e a s e d  i n c i d e n c e  a n d  

s p r e a d  o f  c o m m u n i c a b l e  d i s e a s e s  h a s  b e e n  t h e  p r e s e n c e  o f  s a f e  a n d  
s a n i t a r y  w a t e r  a n d  v a s t e - v a t e r  s y s t e m s .

H e s u p p o r t  y o u r  e f f o r t s  t o  s e c u r e  t h e  p a s s a g e  o f  HB 2 2 2  f o r  c a p i t a l  
p r o j e c t s  e x p e n d i t u r e s  f o r  w a t e r  a n d  s e w e r  s y s t e m s .  We h o p e  o t h e r  
l e g i s l a t o r s  j o i n  i n  y o u r  e f f o r t s .

S i n c e r e l y  y o u r s .

w a w i i w « . §

M a y o r

c c .

H o n . C l i f f  D a v i d s o n  

H o n . F r e d  Z h a r o f f



X A N A N A  C H IE F S  C O N F E R E N C E ,  I N C .
122 FIRST AVENUE 

FAIRBANKS. ALASKA 00701-4807 
PHONE (007) 452-0251 FAX (007) 451-0036

April 10, 1991

R e p r e s e n t a t i v e  G e o r g e  J o c k o  

P . O .  B a x V  

S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  J o c k o :

A s  I  a m  u n a b l e  t o  a t t e n d  t o d a y ' s  L e g i s l a t i v e  H e a r i n g  o n  H o u s e  B i l l s  2 2 2  

a n d  2 5 6 ,  I  a m  w r i t i n g  t o  y o u  i n  s u p p o r t  o f  t h e s e  t w o  p i e c e s  o f  

l e g i s l a t i o n .  I  c a n n o t  s t r e s s  e n m g h  t h e i r  i m p o r t a n c e  i n  p r o v i d i n g  a  

m u c h  n e e d e d  b o o s t  t o  v i l l a g e  e a c m c m i e s .  A p p r o p r i a t i o n  o f  t h e s e  f u n d s  

w o u l d  p r o v i d e  a  c h a n c e  f o r  N a t i v e  p e o p l e  t o  p a r t i c i p a t e  i n  t h e  a r e n a s  

o f  e c o n o m i c  d e v e l o p m e n t  a n d  e n t r e p r e n e u r s h i p  w h i c h  h a v e  m o r s  o f t e n  t h a n  

n o t  b e e n  c l o s e d .

A l t h o u g h  T a n a n a  C h i e f s  w h o l e h e a r t e d l y  s u p p o r t s  b o t h  H B 2 2 2  a n d  H B 2 5 6 ,  i t  

i s  w i t h  s p e c i a l  i n t e r e s t  t h a t  w »  t a r g e t  s u p p o r t  o f  t h e  $ 1 . 5  m i l l i o n  

e a r m a r k e d  i n  H B 2 2 2  f a r  R u r a l  E n t r e p r e n e u r s h i p  L o a n s  f o r  c o m m i t ! e s  o f

5 , 0 0 0  o r  l e s a .  m i s  p a s t  f a l l  w e  b e g a n  o f f e r i n g  a  t h r e e  p a r t  

E n t r e p r e n e u r s h i p  T r a i n i n g  P r o g r a m .  F o l l o w i n g  e x t e n s i v e  r e c r u i t m e n t  i n  

a  n u m b e r  o f  I n t e r i o r  a n d  A r c t i c  S l o p e  v i l l a g e s  ( T a n a n a  C h i e f s  

a d m i n i s t e r s  e m p l o y m e n t  a n d  t r a i n i n g  p r o g r a m s  f o r  t h e  A r c t i c  S l o p e  a s  

w e l l  a s  t h e  I n t e r i o r ) , w e  b r o u g h t  1 4  s t u d e n t s  i n t o  F a i r b a n k s  f a r  a n  

i n t e n s e  f o u r  w e e k  t r a i n i n g  s e e s  i o n .

A l l  1 4  s t u d e n t s  o a i p l e t e d  t h e  p r o g r am  a n d  a r e  n o w  g o i n g  t h r o u g h  t h e  

f o l l o w - u p  p h a s e .  W i t h  c u n p l e b e d  b u s i n e s s  p l a n s  i n  h a n d ,  t h e y  a r e  i n  

t h e  p r o c e s s  o f  " p o u n d i n g  t h e  p a v e m e n t "  i n  s e a r c h  o f  s m a l l  b u s i n e s s  

l o a n s .

A l t h o u g h  w e  w e r e  l u c k y  e n o u g h  t o  h a v e  a  M e m o r a n d u m  o f  A g r e e m e n t  i n  

p l a o e  w i t h  t h e  N a t i o n a l  B a n k  o f  A l a s k a  f o r  t h e  f i n a n c i n g  o f  f i r s t  t i m s  

s m a l l  b u s i n e s s  l o a n s ,  s t i l l  w e  a r e  o n l y  t a l k i n g  a b o u t  a  p o s s i b l e  $ 2 , 0 0 0  

t o  $ 5 , 0 0 0  o u t s i d e  o f  N B A ' s  r e g u l a r  l o a n  p r o c e s s .  O b v i o u s l y  t h i s  

c o i p a n e n t  o f  t h e  p r o g r a m  g a v e  o u r  s t u d e n t s  a n  e x t r a  i n c e n t i v e 7 s t i l l ,  

i t  i s  n o t  e v e n  " i n  t h e  b a l l p a r k "  w i t h  t h e  k i n d  o f  m o n e y  t h a t  w o u l d  b e  

a v a i l a b l e  t h r o u g h  H B 2 2 2 .

T a n a n a  C h i e f s  h o p e s  t o  c o n t i n u e  o f f e r i n g  o u r  p r o g r a m .  W e  h a v e  a n  

e x c e l l e n t  c u r r i c u l u m  a n d  i n s t r u c t o r s .  W e  h a v e  t h e  s u p p o r t  o f  t h e  B I A  

a n d  N B A  l o a n  p r o g r a m s ,  tie h a v e  a  r e a l  n e e d  i n  o u r  c a r r u n i t i e e  w i t h  a n  

u n e m p l o y m e n t  r a t a  i n  m a n y  c a s e s  a s  h i g h  a s  8 5 % .  W s  a l s o  w a n t  t o  o f f e r



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,
T A N A N A  C H IE F S  C O N F E R E N C E , IN C .

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

oe: Representative Mark Boyer 

attachments
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B e r i n g  S t r a i t  

E c o n o m i c  C o u n c i l

Po*t Of flea Bon 1008 -  Noma .R latka 907*3 - (907) 443-5293

BO A RD  O F  D IR E C T O R S  R E S O L U T IO N  4 -1 0 -9 1 -3

REG A RD IN G  S U P P O R T  FO R  H O U SE BILL 2 5 6  
AND H O U S E  BILL 2 2 2

W H E R E A S , th e  B ering  S tra it reg ion  h a t  g r e a t  p o ten tia l for th e  
d e v e lo p m e n t of s u c c e s s fu l  n ew  v il la g e -b a se d  e c o n o m ic  d e v e lo p m e n t 
p ro je c ts ,  a n d

W H E R E A S , th e  B ering S tra it reg ion  is  cu rren tly  th e  m o st p o v erty - 
s tr ic k e n  reg io n  of th e  s ta te  a n d  is d e s p e ra te ly  s e a rc h in g  for 
a l te rn a tiv e s  to  w e lfa re  p ro g ra m s , a n d

W H E R E A S , e co n o m ic  d e v e lo p m e n t in th e  B ering S tra it reg ion  i9 n o t 
s ty m ied  by th e  lack  of g o o d  p ro je c ts , b u t by th e  lack of d e b t a n d  
eq u ity  c a p ita l for g o o d  p ro je c ts , a n d

W H E R E A S , M ouse Bill 2 5 6  s e ts  up  th e  R ural D ev e lo p m en t Initiative 
p ro g ram  to  p ro v id e  funding  for g o o d  ru ra l e c o n o m ic  d e v e lo p m e n t» 
p ro je c ts ,  a n d

W H E R E A S , H o u se  bill 2 2 2  p ro v id e s  $ 1 0  million in funding  for th e  
R ura l D e v e lo p m e n t In itia tive  p ro g ra m ,

W H E R E A S , th e  B ering S tra it E co n o m ic  C ouncil is  th e  reg ional 
A .R .D .O .R . eco n o m ic  p lann ing  o rg an iza tio n  fo r th e  B ering S tra it 
r e g io n ,



NOW  T H E R E F O R E , BE IT R ESO LV ED  th a t th e  B oard  of D irectors of 
th e  B ering  S tra it E conom ic  C ouncil s trong ly  s u p p o r ts  H o u se  Bill 2 5 6  
an d  H o u se  Bill 2 2 2  u rg e s  th e  L eg is la tu re  to  p a s s  bo th  bills.

D a ted  a t N om e, A iask a  th ie  10th  d ay  of April, 1990

&

LONNIE 0  CONNOR 
P r e s id e n t

I
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F a i r b a n k s  N o r t h  S t a r  B o r o u g h
809 Pioneer Road • P.O.Box 1267 • Fairbanks, Alaska 99707 • 907/452-4I

April 17, 1991

H o n o r a b l e  G e o r g e  G .  J a c k o ,  J r .

Alaska State Legislature 
P. o. Box V 
Juneau, AK 99811

D e a r  R e p r e s e n t a t i v e  J a c k o :

Reference the Fairbanks North star Borough's stand on 
HB222, I am supportive of the need and intent of the Bill. 
However, I 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. If 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 o r o u g h  M a y o r

m
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Testimony

In  Support of House B i l l s  222/256, To e s t a b l i s h  th e  R ura l Development 
I n i t i a t i v e  Fund

by C a r l  B erger ,  Economic Development D i r e c to r ,  A s s o c ia t io n  o f  V i l l a g e  
Council P r e s id e n t s ,  B e th e l ,  AK.

I  am t e s t i f y i n g  in  support  o f  th a  e f f o r t  to  a p p ro p r ia te  t e n  m i l l i o n  

d o l l a r s  to  Dept, of Community & R egional A f f a i r s  f o r  c a p i t a l i z a t i o n  

of th e  R ura l Development I n i t i a t i v e  fund . I t  i s  t r u e  t h a t  a c c e ss  to  

c a p i t a l  c o n tin u es  to  be the  g r e a t e s t  b a r r i e r  to  r u r a l  economic deve lop ­

ment. P ro v id in g  access  to  low i n t e r e s t  lo a n s  f o r  r u r a l  b u s in e s s  v e n tu r e s ,  

to g e th e r  w ith  a p p ro p r ia te  t e c h n i c a l  a s s i s t a n c e  and c l e a r  and u n d e rs ta n d a b le  

r e g u la t io n s  and g u id e l in e s  would be an a p p ro p r ia te  r o l e  f o r  th e  DCRA. 

Passage o f  t h i s  l e g i s l a t i o n  w i l l  encourage and f o s t e r  r u r a l  sm a l l  b u s in e s s  

v e n tu r e s ,  s t r e n g th e n  p r id e  in  r u r a l  peop le  and h e lp  to  combat s o c i a l  

i l l s  by p ro v id in g  v ia b le  b u s in e s s  e n t e r p r i s e  as  an a l t e r n a t i v e .  The 

program w i l l  a l s o  s t im u la te  th e  r u r a l  economy and p ro v id e  a d d i t i o n a l  
jo b s .

Thank you f o r  g iv in g  me the  o p p o r tu n i ty  to  t e s t i f y  on t h i s  im p o r tan t  

proposed l e g i s l a t i o n .

Post-lf11 brand fax transmittal memo 7671 »ot p»g*« ► /
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Citq of Qolovin 
P.O. Box 6 2 0 5 9  
Qolovin, Alaska 

9 9 7 6 2  
Ph: (907) 779-3211 

or  779-3681

A p ri l  15, 1991

Alaska House Of R e p re s e n ta t iv e  
Honorable R ichard  F o s te r  
P.O. Box V
Juneau, A laska 99811

Dear Honorable F o s te r ,

On Behalf o f  th e  C ity  Of Golovin and i t s  C i t iz e n s  we f u l l y  support  HB 222 and seek  
passage o f  t h i s  HB.
We su p p o rt  the  I n t e n t  o f  HB 222
1. Improve the  H ealth  and S a n i t a t io n  c o n d i t io n s  in  R ura l Alaska th rough Sewer and 

Water Improvement P r o j e c t s .

2. S t im u la te  the  Local Economy through v a r io u s  Sewer and Water P r o j e c t s ,  thereby  
c r e a t in g  Jobs f o r  R ura l A laskans.

3. Assure R ura l Alaska adequa te  p a r t i c i p a t i o n  in  the  FY92 Budget P rocess  thereby  
f u l l y  b e n e f i t i n g  from the  o i l  revenues long used to  improve Urban L iv ing  
c o n d i t io n s .

Improve the^Rura l  Roads and T ra n s p o r ta t io n  I n f r a s t r u c t u r e s ,  so d e s p e r a te ly  in  
need and so o f te n  n e g le c te d  due to  I n a b i l i t y  to  meet F ed e ra l  Match req u irem en ts  
( s e c t io n  1 o f  the  B i l l ) .

5. Jump s t a r t  the  long  sought R ura l Development I n t i t i a t i v e  Funds under the  Dept.
Of Community and R egional A f f a i r s .

\
An i d e n t i c a l  SB 179 was in tro d u c e d  by Honorable A1 Adams f o r  the  C ity  Of G o lo v in 's  
number one p r i o r i t y .  \ .

R e s p e c t fu l ly ,

C harles  A. Lewis Sr.-M ayor

Harry V. Boone-Grants A d m in is tra to r

cc f i l e  /H onorable  S ena to r  A1 Adams
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I City of Nulato
P.O. Box 65009 

Nulato, Alaska 99765 
(907 ) 898-2209 

April 19/ 1991

Representative George Jacko Jr.
P.O. 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. I 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 It. 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 d e c  
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.

AD/-ip

cc: Governor Walter Hickal ,
Senator A1 Adams 
Senator Lyman Hoffman 
Representative Georgianna Lincoln 
Representative Eileen MacLean

Sincerely,

Treasurer



1153  D onna Dr.
F a irb a n k s , Ak 9 9 7 1 2  

April 1, 199#
M em b ers  of th e  C om m unity  an d  R eg ional Affairs C o m m ittee  
H o u se  of R e p re s e n ta tiv e s  
P ouch  V
J u n e a u , AK 99811

D ear c o m m itte e  m e m b e rs ,
I feel H o u se  Bill # 2 2 2  sp o n so re d  by m e m b e rs  of th e  "Bush 

c a u c u s ” d o e s  no t w a rra n t an y  c o n s id e ra tio n  by y o u r co m m itte e . T h is 
$7 3  million do lla r raid  on  m o n ey  a lre a d y  a p p ro p ria te d  to  th e  A lask a  
S c ie n c e  an d  T echno logy  F oundation  sh o w  a  b la tan t d is re g a rd  of th e  
w isdom  of fo rm er leg isla tiv e  a n d  e x ec u tiv e  a c tio n s  w hich  e s ta b lis h e d  
th e  fund. To m e  it a lso  d e m o n s tra te s  a  s h o r ts ig h te d n e s s  a n d  lack  of 
u n d e rs ta n d in g  on th e  p a rt of th e  sp o n so rin g  r e p re s e n ta tiv e s  on  w h a t 
th e  A STF is d e s ig n e d  to do .

A s a  su c c e ss fu l rec ip ien t of a  g ra n t from  th e  A ST F I m ay  h a v e  
g o o d  re a so n  to b e  b ia se d . H ow ever my p ro ject, “B e e k e ep in g  in A laska", 
h a s  a lread y  m a d e  an  im pact on th e  b e e k e e p in g  industry  in th e  S ta te . T he 
n u m b er of b e e k e e p e r s  in th e  D elta Ju n c tio n  a re a ,  fo r ex am p le , h a s  
in c re a se d  from  th re e  o r four to  an  e s tim a te d  15. T h e  n u m b er of 
co lo n ie s  e x p e c te d  to  b e  o p e ra te d  th is  upcom ing s e a s o n  in th e  s a m e  a re a  
is e s tim a te d  a t  le a s t 51 , up from  a b o u t 10 tw o y e a rs  ag o .

O n e  of m y p ro je c t’s  g o a ls  is to e s ta b lish  e c o n o m ic  m o d e ls  in two 
rural c o m m u n itie s  to d e m o n s tr a te  th a t  co m m u n ity  e ffo rt a n d  
c o o p e ra tio n  in a  sm all s c a le  b e e k e e p in g  p ro jec t c a n  h a v e  p ro fitab le  
re su lts . T h e  final a n a ly s is  is a  s e a s o n  o r two aw ay  b u t I feel th e re  will 

b e  s u c c e s s .
In add ition  to  th e  eco n o m ic  m o d e ls  I am  writing a  h a n d s -o n  

A laskan  b e e k e e p in g  m an u al, tra in ing  b e e k e e p e r s  in rural a r e a s ,  a n d  
re se a rc h in g  th e  indoor overw in tering  of h o n ey  b e e  c o lo n ie s . T h e  p u rp o se  

of th e  p ro g ram  is to  b en efit rural A la sk an s  in sm all co m m u n itie s  
looking for eco lo g ica lly  so u n d  c o tta g e  in d u s tr ie s . My e ffo rts  w ou ld  not 

h av e  c o m e  a b o u t w ithout th e  m oral su p p o rt of m e m b e rs  of th e  
b e e k e e p in g  com m unity  a n d  th e  financial s u p p o rt of A STF.
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M oney from  A ST F h a s  allow ed m e to le v e rag e  fu n d s from o th e r 
a g e n c ie s  to help  e x p a n d  th e  b ee k e e p in g  industry  in th e  S ta te . I rece iv ed  
a  m in i-innovation  g ra n t th rough  DCP.A to buy  com m unity  h oney  
ex trac tin g  e q u ip m e n t for th e  D elta  reg ion . M em b ers  on  th e  se lec tio n  
c o m m itte e  for th e  p ro p o sa l ev iden tly  s a w  th e  m erits  of th e  sm all s c a le  
p ro je c t a s  it w a s  aw a rd e d  a  97  o u t of 100 p o ss ib le  po in ts  on their 
rating  s c a le . I h a v e  su b m itted  a  p ro p o sa l to USDA F o re s t S e rv ice  Rural 
D ev e lo p m en t p ro g ram  to a s s is t  th e  b e e k e e p e r s  in th e  N e n a n a  region in 
m uch th e  s a m e  m a n n e r  a s  th e  D elta p ro ject. I h o p e  it is obv ious to the  
m e m b e rs  of th e  co m m ittee  th e  rural im p ac t of th is  p ro je c t a n d  th a t 
p ara lle l d e v e lo p m e n t of ag ricu ltu re  a n d  b e e k e e p in g  is a  req u irem e n t of 
M other N a tu re .

I c a n  a lm o s t h e a r  g ro u s in g s  a b o u t b e e k e e p in g  in th e  arc tic  reg ions 
of th e  S ta te  from  o u r n o rth e rn m o st m e m b e rs . S u re , b e e k e e p in g  is not 
su ite d  for e v e ry  g e o g ra p h ic  a r e a  of th e  S ta te -  n e ith e r  is oil 
d e v e lo p m e n t. H ow ever, th e  m iss io n  of th e  A ST F is n e ith e r to drill for 
oil in e v e ry  v illage  o r tu rn  u s  all into b e e k e e p e r s .  It is to tra n s fe r  
te c h n o lo g y  a n d  utilize re s e a rc h  fo r th e  b en e fit of all S ta te  re s id e n ts . A 
s ig n if ic a n t co n trib u tio n  to  th e  h e a lth  a n d  w a s te  d isp o sa l p ro b lem  fa ce d  
in a  g o o d  portion  of th e  S ta te  is resu lting  from  a n o th e r  A STF g ran t- th e  
A lasC an  c o m p o s tin g  a n d  g re y w a te r  sy s te m .

In H B #222 o n e  of th e  a r e a s  s la te d  for funding  is com m unity  
lau n d ry  facilities. A re you going  to  d u m p  th o u s a n d s  m o re  g a llo n s  of 
p h o s p h a te  la d e n  w a s h  w a te r  into th e  e ffec tiv e ly  d y s fu n c tio n a l utility 
s y s te m s ?  A ST F a n d  th e  US DOE h a v e  reco g n ized  th e  po ten tia l im pact of 
C lint E ls tu n ’s  c o m p o s tin g  to ile t a n d  g re y w a te r  t re a tm e n t  s y s te m  an d  
s e e n  fit to  fund  it. I w ould  h o p e  th e  m e m b e rs  of th e  leg is la tu re  h av e  
th e  s a m e  v ision  a n d  will re s is t th e  u rg e  to  raid th e  A STF en d o w m en t 
for s u c h  a  sh o r t  te rm  a n d  sh o rt s ig h te d  p ro jec t.

In c lo sin g  I w ould  like to  po in t o u t o n e  often  o v erlooked  a s p e c t  of 
A ST F to  th e  co m m ittee  m em b ers . W hen  wo h e a r  “S c ie n c e  a n d  

T ech n o lo g y ", w e  c o n ju re  up m en ta l p ic tu re s  w hich ra n g e  from  wild 
h a ire d  s c ie n tis ts  sp o rtin g  w hite  lab  c o a ts  a n d  chuck ling  m an iaca lly  
o v e r  b u b b lin g  t e s t  tu b e s  to th e  sp raw lin g  te c h n o  c itie s  of C alifo rn ia’s  
S ilicon V alley. My p e rso n a l e x p e r ie n c e  p lus m ee tin g  with o th e r  
s u c c e s s fu l  g r a n te e s  d e m o n s tra te s  th a t  A ST F m o n ey  is no t going  to



ivory to w e r "e g g -h e a d s"  a s  m any w ould s u s p e c t .  In s te a d  it is go ing  to  a  
c ro s s  sec tio n  of A lask an s  with an  id e a  a n d  a  d re a m  re g a rd le s s  of th e ir  
e d u c a tio n a l o r p ro fe ss io n a l b ack g ro u n d  (p le a se  no te- I a m  in no w ay  
inferring th e  m o n ey  is go ing  to in c o m p e te n t p e o p le -  ju s t  th a t  lack  of 
"p ro fessio n a l"  c re d e n tia ls  is no re a so n  to  d e n y  funding). F ish e rm en  w ho 
h a v e  a  b e tte r  id ea , fa rm e rs  w ho w a n t to e x p e rim e n t w ith a  d ifferen t 
fe e d , in v en to rs  with a  b e t te r  to ile t, p ro sp e c to rs  with a  go ld  reco v e ry  
id ea , la b o re rs  tu rn e d  b e e k e e p e r  a n d  d esirin g  to  s h a re  th e  e x p e rie n c e , 
a re  e x a m p le s  of th e  "guy nex t door" rec ip ien ts  of funding. A STF is no t 
funding  d o g  p o w e re d  w ash in g  m a c h in e s  nor will it fund “s e c re t  
e x ten s io n  c o rd s ” which plug into th e  N orthern  Lights. T a k e  a  very  g o o d  
look a t  th e  p ro p o sa ls  fu nded , ev ery  o n e  of th em  h a s  o r will m ak e  a  
d iffe ren ce  to A laska. S o m e o n e  from your village m ay  h a v e  th e  n ex t 
“G ood  Ideal" T hank  you for your tim e a n d  I ag a in  u rg e  you to leav e  A STF 
to b en e fit all A laskan  for a  long tim e to  co m e .

S in c e re ly  y o u rs , 
S te p h e n  F. P e te rs e n



1 3 4 0  D e n a l i  s t r e e t  # 3  

A n c h o r a g e ,  A K  9 9 5 0 1  

( 9 0 7 )  2 7 6 - 5 1 6 0

A p r i l  2 4 ,  1 9 9 1

T o  t h e  m e m b e r s  o f  t h e

H o u s e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

C a p i t o l  B u i l d i n g ,  R m  5 1 9  

J u n e a u ,  A K

R e :  H B  2 2 2

M e m b e r s :

I  a m  w r i t i n g  t o  e x p r e s s  m y  o p p o s i t i o n  t o  H B  2 2 2 .  I  h a v e  r e c e n t l y  

r e t u r n e d  t o  A n c h o r a g e  a f t e r  s p e n d i n g  a  y e a r  a n d  a  h a l f  i n  s i l i c o n  

v a l l e y  a s s i s t i n g  s m a l l  t e c h n o l o g y  b a s e d  c o m p a n i e s  i n  f i n a n c i n g ,  

d e v e l o p i n g  a n d  m a r k e t i n g  t h e i r  t e c h n o l o g y  p r o d u c t s .  I  f e e l  t h a t  

t h e  f u n d s  i n  t h e  A l a s k a  S c i e n c e  a n d  T e c h n o l o g y  F o u n d a t i o n  r e s e r v e  

w i l l  p r o v i d e  g r e a t e r  b e n e f i t  t o  t h e  r e s i d e n t s  o f  t h i s  s t a t e  i f  t h e y  

a r e  u s e d  a s  o r i g i n a l l y  i n t e n d e d ,  t o  p r o v i d e  f i n a n c i a l  a s s i s t a n c e  

f o r  t h e  d e v e l o p m e n t  o f  n e w  t e c h n o l o g i e s .

I n  t h e  1 9 8 0 ' s ,  s m a l l  c o m p a n i e s  a c c o u n t e d  f o r  m u c h  o f  t h e  g r o w t h  i n  

e m p l o y m e n t  i n  t h e  U n i t e d  s t a t e s .  M u c h  o f  t h e  w e a l t h  c r e a t e d  i n  

C a l i f o r n i a  i n  t h e  p a s t  d e c a d e  c a n  b e  t r a c e d  t o  t h e  s u c c e s s e s  o f  i t s  

c o u n t l e s s  h i g h  t e c h n o l o g y  s t a r t u p s .  M u c h  o f  t h e  r e c e n t  g r o w t h  i n  

e m p l o y m e n t  i n  S e a t t l e  c a n  a l s o  b e  t r a c e d  e i t h e r  d i r e c t l y  o r  

i n d i r e c t l y  t o  t e c h n o l o g y  b a a e d  c o m p a n i e s ,  b o t h  l a r g e  a n d  s m a l l .

A s  w e  e n t e r  a  n e w  d e c a d e ,  s m a l l  c o m p a n i e s  a r e  f i n d i n g  i t  h a r d e r  

t h a n  e v e r  b e f o r e  t o  r a i s e  f u n d i n g  n e c e s s a r y  t o  f i n a n c e  t h e i r  

o p e r a t i o n * .  V e n t u r e  c a p i t a l i s t s  a r e  i n c r e a s i n g l y  r e l u c t a n t  t o  

p r o v i d e  s e e d  c a p i t a l  t o  b e g i n  n e w  v e n t u r e s ,  a n d  a r e  m o r e  i n t e r e s t e d  

i n  c o n t i n u i n g  t o  f u n d  o p e r a t i o n s  t h a t  h a v e  a l r e a d y  p r o v e n  

s u c c e s s f u l .  A t  t h e  s a m e  t i m e ,  c o s t s  f o r  n e w  s t a r t - u p s  h a v e  

s k y r o c k e t e d  i n  a r e a s  t r a d i t i o n a l l y  t h e  h o m e  t o  s u c h  v e n t u r e s ,  s u c h  

a s  s i l i c o n  v a l l e y ,  o r a n g e  C o u n t y ,  C a l i f o r n i a  a n d  S e a t t l e .  P r o p e r l y  

m a r k e t e d  a n d  a d m i n i s t e r e d ,  a  l a r g e  s e e d  f u n d  B u c h  a s  t h e  S c i e n c e  

a n d  T e c h n o l o g y  F o u n d a t i o n  r e s e r v e  c o u l d  b e g i n  c o u n t l e s s  v e n t u r e s  

t h a t  m i g h t  n o t  o t h e r w i s e  f i n d  f u n d i n g ,  a n d  o o u l d  s e r v e  a s  a  m a g n e t  

t o  a t t r a c t  t e c h n o l o g y  c o m p a n i e s  t o  A l a s k a .

W i t h  i n c r e a s i n g l y  c h e a p  c o m m u n i c a t i o n  a n d  t r a n s p o r t a t i o n ,  A l a s k a  

m a y  f i n d  i t s e l f  a b l e  t o  e n t i c e  e n t r e p r e n e u r s  t o  i t s  c i t i e s ,  b o t h  

b i g  a n d  s m a l l ,  t o  d e v e l o p  a n d  m a r k e t  t e c h n o l o g y  b a s e d  p r o d u c t s .



T o  m e m b e r s  o f  t h e  H o u s e  F i n a n c e  C o m m i t t e e  

A p r i l  2 4 ,  1 9 9 1  

P a g e  2

A u t o g e n e s i s ,  a n  A n c h o r a g e  b a s e d  c o m p a n y  t h a t  r e c e n t l y  o b t a i n e d  F D A  

a p p r o v a l  f o r  a  c o m p u t e r i s e d  b o n a  b r a c e  i s  a n  e x a m p l e  o f  t h e  

e c o n o m i c  b e n e f i t s  f r o m  h i g h  t e c h n o l o g y  c o m p a n i e s .  A n  a r t i c l e  i n  

t h e  A p r i l  1 0 ,  1 9 9 1  A n c h o r a g e  D a i l y  N e v a  i n d i c a t e d  t h a t  t h e  c o m p a n y ,  

a i d e d  b y  $ 2 2 6 , 6 7 5  f r o m  t h e  A l a s k a  S c i e n c e  a n d  T e c h n o l o g y  F o u n d a t i o n  

a n d  $ 5 0 0 , 0 0 0  f r o m  a  s t a t o - f i n a n c e d  v e n t u r e  c a p i t a l  p o o l ,  e x p e c t s  

t o  h a v e  4 0  p e o p l e  w o r k i n g  i n  a n  A n c h o r a g e  p l a n t  b y  1 9 9 5 .

T h e  p r o j e c t s  f o r  w h i c h  R e p r e s e n t a t i v e  J a c k o  p r o p o s e s  t o  u s e  t h e  

S c i e n c e  a n d  T e c h n o l o g y  F o u n d a t i o n  r e s e r v e s  a r e  i m p o r t a n t .  H o w e v e r ,  

t h o s e  r e s e r v e s  c o u l d  p r o v i d e  g r e a t e r  e c o n o m i c  b e n e f i t  t o  t h e  s t a t e  

i f  u s e d  a s  i n t e n d e d *  T h e  i n c r e a s e d  t a x  a n d  e m p l o y m e n t  b a s e  w o u l d  

p r o v i d e  t h e  r e s o u r c e s  t o  f u n d  t h e  p r o j e c t s  p r o p o s e d  b y  

R e p r e s e n t a t i v e  J a c k o ,  w h i l e  p r o v i d i n g  a  m o r e  d i v e r s i f i e d  a n d  

h e a l t h y  e c o n o m y  f o r  t h e  s t a t e .

T h a n k  y o u  f o r  c o n s i d e r i n g  m y  c o m m e n t s .

V e r y  t r u l y  y o u r s ,

M a r t i n  J ,  B a r r a c k
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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

1 "An Act allowing retirement credit for the unused sick leave of an employee participating

2 in the public employees’ retirement system."

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

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

5 Sec. 39.35.375. CREDIT FOR UNUSED SICK LEAVE, (a) An employee who is

6 employed on or after July 1, 1990, and who retires after July 1, 1992, may elect to add 40

7 percent of the unused sick leave credit to the total number of years of credited service under

8 AS 39.35.370(c). Unused sick leave shall be credited on a day-for-day basis. Employee contri-

9 butions may not be required for credited unused sick leave.

10 (b) An employee retiring before July 1, 1992, who returns to membership service with

11 an employer on or after July 1, 1992, and who subsequently retires is eligible for unused sick

12 leave credit only with respect to sick leave accrued during membership service on or after July 1,

13 1992.

14 (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]



1 day of the month after which

2 (1) the employee meets the eligibility requirements of this section;

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

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

5 verified by the administrator.

CSHB 225(FIN) -2-
New Text Underlined [DELETED TEXT BRACKETED]



STATE Of  ALASKA
1992 LEGISLATIVE SESSION

BILL NO. HB 225

Revision Date:_____________________________________
T itle : -An act allowing retirem ent credit for unused 
 sick leave__________________________________

Sponsor, KOPONEN
Requestor H ouse Finance Committee

E xpend itu res/R evenues: (T housands of D ollars)

D epartm ent Affected: Administration
BRU: R etirem ent and Benefits_______

Com ponent: R etirem ent and  Benefits

CO M PO N EN T SERIAL N O . 6 4

O P E R A T IN G F Y 93 F Y 94 FT' 9.9 FY  96 FY 97 FY  98

P E R S O N A L  SE R V IC E S 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
C O N T R A C T U A L 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQ U IPM EN T 0 0 0 0 0 0
L A N D  & S T R U C T U R E S 0 0 0 0 0 0
G R A N TS, C L A IM S 0 0 0 0 0 0
M ISC E L LA N EO U S 0 0 0 0 0 0
T O T A L  O P E R A T I N G 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (T housands of do llars)
G EN ER A L F U N D 0 0 0 0 0 0
FEDERAL F U N D S 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
T O T A L 0 0 0 0 0 0

PO SITIO N S
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 im pact:. Z ero

Prepared Bv: C arv Bader
Division:

Phone: 4 6 5 4 4 6 0

! i ,:lApproved by Commissioner: N ancv Bear Usera 1 \ ! V
/  /

Da tc: S / J 2  "9 2—
Agercv: D epartm ent of A dm in istration  \H Vi ✓

Distribution (by p reparer): L egislative F inance, Legislative Sponsor, R equestor, OMB & Im pacted Agency(ies). 

Rev 10/91 Page 1 of 1



«

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,

w e  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 bill.

This estimate is an average, recognizing that s o m e  employees accrue personal leave 
and s o m e  accrue sick leave. *

T o  fund this bill, the State P E R S  contribution rate would increase by .21%. T he State 

payroll is estimated to be $626,535,254 in F Y 9 5  and remain stable each year thereafter. 

The University of Alaska (U of A) P E R S  payroll is estimated to be $81,266,873 in F Y 9 5  
and remain stable each year thereafter.

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

■ .......... ' ' ' ' 5 ' ' ' '

Estimated F Y 9 5  state P E R S  salaries 

The increase in contribution rate

Total State P E R S  cost.......

Plus estimated U  of A  P E R S  salaries 

The increase in contribution rate

Total U  of A  P E R S  cost.....

$626,535,254 

.21%

$81,266,873 
.21%

$1,315.7

J I M

T O T A L  F Y 9 5  S T A T E  C O S T S . $1.486.3

In addition to the State’s cost's above, political subdivision costs would increase by $968.6 

in F Y 9 5  based on estimated salaries of $461,219,955. T h e  political subdivision salaries are 
estimated to remain constant each year thereafter.

Estimated F Y 9 5  Political Subdivision

P E R S  salaries $461,219,955
The increase in contribution rale  .21%

T O T A L  F Y 9 5  P O L I T I C A L  S U B D I V I S I O N  COSTS...S 96S.6

Passage of this bill would result in a .4% decrease in the P E R S  funding ratio and would 

increase the present value of the P E R S  unfunded liability by $ 11,700,000.

P a g e  2 of 2



FISCAL NOTE
BILL NO. CSHB 225(FIN)

Revision Date:___________________________________
T itle : An act allowing retirem ent credit for unused 

sick leave______________________________________

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Sponsor:. KOPONEN

Departm ent Affected: ALLSTATE 
BRU: ALLSTATE______________

Component: ALLSTATE__________

Requestor House Finance Committee

Expenditures/Revenues: (Thousands of Dollars)

COMPONENT SERIAL NO.

OPERATING FY 93 FY 94 PY 95 FY% . FY97 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
f AND & 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 
FUND SOURCE:

0 0 0 0 0 0

FUNDING: (Thousands of dollars)
GENERAL FUND 0 0 594.6 594.6 594.6 594.6
fe d e r a l  f u n d s 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 approxim ately $387.4 in FY 95 and each year thereafter.
The attached sheet discusses the fiscal im p lic a tio n s^  thi? bill to the Public Employees' Retirement System.
------------------------------------------------------------------------------------ fM E t-------------------------------- ■ ------------------------Prepared Bv: Garv Bader
Division:_______ Retirement and Benefits

Phone: 465-4460
Da te: lanuarv 24,1992

Approved by Commissioner: 
Agency:

Nancy Bear Usera 
Departm ent of Administration

Date:

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

A nalysis: 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.



A l a s k a  s t a t e  c a p i t o i  A l a s k a  S t a t e  L e g i s l a t u r e
J u n e a u ,  a k  9 9 8 0 1 - 1 1 8 2  Representative N iilo Koponen
XXXXXXJ^gg^tyXXXXXXX H ouse D istric t 21 119 N. Cushman, Suite 207

Fairbanks, Alaska 99701 
(907) 465-4992 (907) 456-8172

P O S I T I O N  P A P E R  f o r  H B  2 2 5

T h i s  b i l l  c o r r e c t s  a n  i n e q u i t y  i n  t h e  r e t i r e m e n t  s y s t e m  w h i c h  

u n f a i r l y  d i s c r i m i n a t e s  a g a i n s t  p u b l i c  e m p l o y e e s .

H B  2 2 5  w o u l d  a p p l y  t o  a l l  P u b l i c  E m p l o y e e s  e x c l u d i n g  t h o s e  w h o s e  

b e n e f i t s  h a v e  b e e n  n e g o t i a t e d  u n d e r  o t h e r  c o n t r a c t s .  P u b l i c  

e m p l o y e e s  h a v e  l o n g  b e e n  o v e r l o o k e d  i n  n e a r l y  e v e r y  a s p e c t  o f  t h e i r  

e m p l o y m e n t  c o n d i t i o n s .  F o r  e x a m p l e ,  m a n y  h a v e  n o  u n e m p l o y m e n t  

c o m p e n s a t i o n ,  a n d  t h e r e  i s  n o  p r o c e d u r e  f o r  d i s b u r s i n g  a c c u m u l a t e d  

u n u s e d  s i c k  l e a v e  a t  t e r m i n a t i o n  o r  r e t i r e m e n t ,  a s  i s  f o u n d  i n  

o t h e r  o r g a n i z e d  e m p l o y e e  b e n e f i t  p a c k a g e s .

E d u c a t i o n a l  s u p p o r t  s t a f f  w o u l d  b e  t h e  p r i n c i p a l  b e n e f i c i a r i e s  i n  

a n  a t t e m p t  t o  c r e a t e  e q u i t y  w i t h i n  s c h o o l  s t a f f .  H B  2 2 5  a m e n d s  t h e  

p r o v i s i o n s  o f  t h e  P u b l i c  E m p l o y e e ' s  R e t i r e m e n t  S y s t e m  ( P E R S )  t o  

m a k e  t h e  c a l c u l a t i o n  o f  c r e d i t e d  s e r v i c e  f o r  n o n - c e r t i f i c a t e d  

e m p l o y e e s  i n  t h e  T e a c h e r s  R e t i r e m e n t  S y s t e m  ( T R S )  a n d  f o r  

L e g i s l a t i v e  s t a f f e r s  i n  P E R S .  T e a c h e r s  w h o  a r e  c o v e r e d  b y  T R S  

r e c e i v e  a  f u l l  y e a r s  c r e d i t  f o r  1 8 0  d a y s  o f  w o r k ,  w h i l e  e d u c a t i o n a l  

s u p p o r t  s t a f f  r e c e i v e  o n l y  a  p e r c e n t a g e  o f  e a c h  y e a r ' s  c r e d i t  i n  

o n e  y e a r .

I t  i s  i m p e r a t i v e  t h a t  p u b l i c  e m p l o y e e s  a t t e n d  t h e i r  j o b s  w i t h  f e w  

a b s e n c e s ,  b e c a u s e  s u b s t i t u t e s  f o r  j a n i t o r s ,  s e c r e t a r i e s ,  t e a c h e r s '  

a i d e s ,  n u r s e s  e t c . ,  a r e  u n c o m m o n l y  f o u n d  ( a  r e s u l t  o f  l o w  w a g e s ,  

l o n g  a n d  o d d  h o u r s ,  a n d  t h e  r e q u i r e m e n t  t o  b e  a n  A l a s k a  P u b l i c  

E m p l o y e e ) . T h e  a b s e n c e  o f  a n y  o n e  o f  t h e s e  e m p l o y e e s  i s  n o t  o n l y  

d i s r u p t i v e  t o  t h e  d a y s '  e v e n t s  i n  a  p u b l i c  f a c i l i t y ,  b u t  c a n  h a v e  

h a r m f u l  e f f e c t s  i n  t h e  e v e n t  o f  a n  e m e r g e n c y .  T h i s  b i l l  w o u l d  

e n c o u r a g e  t h o s e  P u b l i c  E m p l o y e e s  t o  n o t  s a c r i f i c e  t h e i r  r e t i r e m e n t  

m o n i e s  f o r  p e r s o n a l  l e a v e .



N E A - A L A S K A
AFFILIATED WITH THE NATIONAL EDUCATION ASSOCIATION

ANCHORAGE REGIONAL OFFICE
1411 W. 33RD AVENUE 

ANCHORAGE. ALASKA 99503 
(907) 274-0536 

FAX: (907) 274-0551

F e b ru a ry  26, 1992

JUNEAU OFFICE
105 MUNICIPAL WAY. SUITE 302 

JUNEAU. ALASKA 99801 
(907) 586-3090 

FAX: (907) 586-2744

FAIRBANKS REGIONAL OFFICE
2118 CUSHMAN STREET 

FAIRBANKS. ALASKA 99701 
(907) 456-4435 

FAX:(907) 456-2159

To: R e p re se n ta t iv e ’s N a v a r re  and  MacLean, C o-C ha irs
Members, H ouse F in a n ce  Com m ittee

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

N E A -A laska  s tro n g ly  su p p o rts  an d  encourages your fa v o ra b le  c o n s id e ra tio n  o f HB 225.

N o n -c e rtif ic a tc d  em ployees o f  p u b lic  school d is tr ic ts  an d  s ta te  em ployees sh o u ld  have 
access to th e  sam e leve l o f  re t ire m e n t b e n e fits  u n d e r the  P E R S  as th e ir  c e r t if ic a te d  
em ployee c o u n te rp a r ts  w ho a re  covered  by the  TR S.

A n em p loyer c le a rly  b e n e f its  w hen  em ployees do not fu lly  u til iz e  the  p a id  sick  leave 
b e n e fits  to w h ich  th ey  a re  e n ti t le d  u n d e r  law  or a co llec tive  b a rg a in in g  ag reem en t. T h is 
rep resen ts  n o t on ly  a f in a n c ia l  sav in g s to em ployers, b u t also  p ro v id es  fo r  g rea te r  
c o n tin u ity  in  c r i t ic a l  p ro g ram s an d  serv ices.

T he a b il i ty  to  a p p ly  up to one y e a r  o f  accrued  unused  sick  leav e  to w ard  c re d ite d  service 
in  the  co m p u ta tio n  o f  th e ir  re t ire m e n t b e n e fits  is an a p p ro p r ia te  ack n o w led g m en t o f the 
w orth  o f  th e  se rv ice  o f  a n  em ployee, fu r th e r ,  i t  is an in c e n tiv e  fo r  a ll em ployees to be 
con sc ien tio u s  in  th e ir  use  o f  p a id  leave.

I t  is tim e fo r  all public  school employees to be t rea ted  e qu itab ly  and  in the  sam e m anner 
under th e ir  r e t i re m e n t  system s.

T h a n k  you fo r  y o u r c o n s id e ra tio n  o f  ou r position  and  recom m endation . 

R e sp e c tfu lly  su b m itte d ,

V ernon  O. M arsha ll 
E x ecu tiv e  D irec to r

Don O bcrg 
P resid en t

cc: Representative Koponen

■ ,,k



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. I 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.

I 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.

I 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
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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 IS ALSO A 
VERY FAIR THING TO DO.

I BELIEVE THE COMMITTEE RECORD ON THIS BILL REFLECTS THE 
STRONG SUPPORT OF THE STATE’S OTHER PUBLIC EMPLOYEE UNIONS FOR 
THIS BILL BUT, IF THAT IS NOT REFLECTED, LET ME SAY THAT THOSE 
UNIONSSUPPORTINGTHISBILLINCLUDETHE INLAND BOATMENS’ UNION OF 
THE PAC IFIC—ALASKA REGION; THE ALASKA PUBLIC EMPLOYEES 
ASSOCIATION; PUBLIC EMPLOYEES LOCAL 71, AND THE ALASKA STATE AFL- 
CIO.

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

(END TESTIMONY)



F e b r u a r y  2 4 ,  1 9 9 2

R e p r e s e n t a t i v e  N i i l o  K o p o n e n  

A l a s k a  S t a t e  L e g i s l a t u r e  

P . O .  B o x  V  ( M S  3 1 0 0 )

J u n e a u ,  A K  9 9 8 1 1

R E :  H B  2 2 5

D e a r  N i i l o :

I  a m  t h a n k i n g  y o u  a g a i n  f o r  i n t r o d u c i n g  H B  2 2 5 :  " A n  a c t  a l l o w i n g  

r e t i r e m e n t  c r e d i t  f o r  t h e  u n u s e d  s i c k  l e a v e  o f  a n  e m p l o y e e  

p a r t i c i p a t i n g  i n  P E R S . "

I  u n d e r s t a n d  t h e s e  i s  t o  b e  a  h e a r i n g  o n  H B  2 2 5  i n  H o u s e  F i n a n c e  

o n  W e d n e s d a y ,  F e b r u a r y  2 6 ,  1 9 9 2 ,  a n d  t h a t  y o u  w e r e  t h e  c a t a l y s t  

f o r  p l a c i n g  t h e  i s s u e  o n  t h e  a g e n d a .  W e  a p p r e c i a t e  t h e  k i n d  o f  

s u p p o r t  y o u  h a v e  g i v e n  u s .

I f  w e  a r e  s u c c e s s f u l  i n  g e t t i n g  t h i s  l e g i s l a t i o n  p a s s e d ,  a  l o n g ­

s t a n d i n g  i n e q u i t y  w i l l  f i n a l l y  b e  r e c t i f i e d .  W e  a r e  o r g a n i z i n g  

o u r  m e m b e r s  t o  h e l p  p a s s  t h i s  b i l l .

T h a n k s  a g a i n  f o r  y o u r  m o v e m e n t  a n d  s u p p o r t  o n  t h i s  i s s u e .

V e r y  t r u l y  y o u r s ,

S u s a n  B .  A n n i s  

P r e s i d e n t

S B A / f b
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House S ta te ^ A f fa i r s  C o m m it te e  :
R e p . K a t ie  H u r le y . C h a irp e rs o n  
A la s k a  S ta te  L e g is la tu re  •
P ou ch V  [M S -3 ICO]
J u n e a u . A la s k a  99811

□ e a r  K a t i e - ’

I am  em p lo y e d  a t  W e s t V a l le y  H ig h  S cho o l in  th e  N o r th  S t a r  B o ro u g h S choo l

d i s t r i c t  in  F a irb a n k s . A la s k a  as a 9 -1 0  m o n th  em p lo y e e -

I f i n d ' i t  e x t r e m e ly  f r u s t r a t in g . t o  p la n  f o r  r e t i r e m e n t w i th  a c c u m u la t in g  on ly -

a p e rc e n ta g e -o f7 e a ch y e a r s x r e d i t w i t h  th e 'A la s k a  R e t i r e m e n t s y s te m . T he te a c h a s

in  th e -s ta te -a n d  also, c o n n e c te d  w i t h  th e  A la s k a  R e t i r e m e n t s y s tem  re c e iv e  a f u l l
*

y e a r c r e d i t f o r  180 days o f w o r k - I w o rk - lo n g e r and : g e t le s g * .

I am  a sk in g fo r  e q u i t y . Is t h a t n o t fa i r ?  I w o rk  ju s t as h a rd and fe e l th a t I s h o u ld  

n o t be d ic r im in a te d  a g a in s t any lo n g e r .. I h o p e 'th a t y o u u n d e rs ta n d m y po s it io n s 

W il l yo u p lea se w o rk  to w a rd  pass in g th is  t*H  -  H .B . 292 o u t o f y o u  c o m m it te e  

w i t h  a fa v o ra b le  " □ □  PASS * re spon se .

T h a n k you f o r  y o u r c o n c e rn  and c o m m it tm e n t to  re p re s e n t in g  th e  w ish e s o f th is  

co n ce rn e d A la s k a n v o te r .

S in c e re ly .

Joan Wilcox 

Nurse

1308 Denali W a y  

Fairbanks. Alaska [9701

)
t



ALASKA STATE EMPLOYEES ASSOCIATION
A F S C M E  L ocal 52, A F L -C IO

T O :  T h e  H o n o r a b l e  E i l e e n  M a c L e a n  a n d  M i k e  N a v a r r e ,  c o ­

c h a i r p e r s o n s  o f  t h e  H o u s e  F i n a n c e  C o m m i t t e e  a n d  t o  

C o m m i t t e e  m e m b e r s .

F R O M :  P a u l  D e S l o o v e r ,  P r e s i d e n t ,  A S E A / A F S C M E  L o c a l  5 2 ,  A F L - C I O

D A T E :  M a y  7 ,  1 9 9 1

S U B J E C T :  H o u s e  B i l l  2 2 5 ,  a l l o w i n g  r e t i r e m e n t  c r e d i t  f o r  u n u s e d  s i c k  

l e a v e .

T h e  A l a s k a  S t a t e  E m p l o y e e s  A s s o c i a t i o n ,  A F S C M E ,  L o c a l  5 2  

w o u l d  l i k e  t o  t h a n k  t h e  H o u s e  F i n a n c e  C o m m i t t e e  f o r  p r o v i d i n g  t h i s  

o p p o r t u n i t y  t o  t e s t i f y  f o r  t h e  c o m m i t t e e ' s  p e r m a n e n t  r e c o r d  o n  

H o u s e  B i l l  2 2 5 ,  s p o n s o r e d  b y  R e p .  N i i l o  K o p o n e n .

A s  t h e  c o m m i t t e e  m e m b e r s  a r e  a w a r e ,  t h i s  b i l l  w o u l d  a l l o w  

p u b l i c  e m p l o y e e s  p a r t i c i p a t i n g  i n  t h e  s t a t e ' s  P u b l i c  E m p l o y e e  

R e t i r e m e n t  S y s t e m ,  o r  P E R S ,  t o  o b t a i n  r e t i r e m e n t  c r e d i t  f o r  t h e  

u n u s e d  s i c k  l e a v e  t h e y  a c c r u e  d u r i n g  e m p l o y m e n t .

R e p .  K o p o n e n  s h o u l d  b e  a p p l a u d e d  f o r  i n t r o d u c i n g  H . B .  2 2 5  

b e c a u s e  i t  s e e k s  t o  r e c t i f y  a n  a r e a  o f  c o n c e r n  f o r  b o t h  p u b l i c  

e m p l o y e r s  a s  w e l l  a s  p u b l i c  e m p l o y e e s .  W h i l e  a  v a s t  m a j o r i t y  o f  

s t a t e  e m p l o y e e s  t a k e  t h e i r  p u b l i c  s e r v i c e  s e r i o u s l y  a n d  o n l y  u s e  

t h e i r  s i c k  l e a v e  a s  i n t e n d e d — n a m e l y ,  f o r  a n  i l l n e s s  t h a t  p r o h i b i t s  

t h e  e m p l o y e e  f r o m  p e r f o r m i n g  h i s  o r  h e r  d u t i e s — t h e  m o n t h l y  a c c r u a l  

o f  s i c k  l e a v e  r e m a i n s  a  n e g o t i a t e d  b e n e f i t  t o  w h i c h  a l l  p u b l i c  

e m p l o y e e s  a r e  e n t i t l e d .

U n d e r  c u r r e n t  s t a t e  l a w ,  a n  A S E A / A F S C M E  L o c a l  5 2  m e m b e r  m u s t  

" u s e  o r  l o s e "  h i s  o r  h e r  s i c k  l e a v e .  W h i l e  s o m e  p u b l i c  e m p l o y e e  

u n i o n s  h a v e  n e g o t i a t e d  t h i s  p r o v i s i o n  t o  c o m b i n e  s i c k  a n d  v a c a t i o n  

l e a v e  u n d e r  o n e  " p e r s o n a l  l e a v e "  c a t e g o r y ,  o u r  u n i o n  h a s  n o t  y e t  

a c h i e v e d  t h i s  i n  i t s  n e g o t i a t e d  s e t t l e m e n t  w i t h  t h e  s t a t e .  U n d e r  

t h e  " u s e  i t  o r  l o s e  i t "  s y s t e m ,  a n d  d e s p i t e  t h e  b e s t  e f f o r t s  o f  

s t a t e  a n d  u n i o n  m a n a g m e n t  t o  p r o t e c t  t h e  i n t e g r i t y  o f  t h e  s y s t e m ,  

i t  i s  s a f e  t o  s a y  t h a t  s o m e ,  r a r e  c a s e s ,  o f  s y s t e m  a b u s e  m a y  o c c u r .

( c o n t i n u e d )

ANCHORAGE OFFICE 
3111 CSr., Suite 325 

Anchorage, AK 99503-3925 
(907) 561-6661, FAX (907) 563-1355 

TOLL free: 800-478-ASEA

JUNEAU OFFICE
240 Main St.. Suite 200 

Juneau, AK 99801 
(907) 463-4949 FAX (907) 463-4950 

TOLL free: 800-478-0049

FAIRBANKS OFFICE
250 Cushman Sr., Suite 500 

Fairbanks, AK 99701 
(907) 452-2 300 FAX (907) 452-2307 

TOLL free 800-478-2 305
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P a g e  2

H . B .  2 2 5 ,  i f  a p p r o v e d  b y  t h i s  c o m m i t t e e  a n d  t h e  f u l l  

L e g i s l a t u r e ,  w o u l d  a l m o s t  s u r e l y  e l i m i n a t e  a n y  a b u s e  o f  t h e  s t a t e ' s  

s i c k  l e a v e  p o l i c i e s  b e c a u s e  t h e  e m p l o y e e s  w i l l  t e n d  t o  s a v e  t h e i r  

l e a v e  t o  e n h a n c e  t h e i r  r e t i r e m e n t .  A s  v a r i o u s  s t u d i e s  h a v e  

i n d i c a t e d ,  s u c h  a n  o p t i o n  w o u l d  s a v e  t h e  s t a t e  m o n e y  b e c a u s e  

a b s e n t e e i s m  w i l l  d e c l i n e .  A  r e d u c t i o n  i n  a b s e n t e e i s m  a l s o  m e a n s  a  

c o n c o m i t a n t  i n c r e a s e  i n  s e r v i c e  t o  t h e  A l a s k a  p u b l i c ,  w h o m  w e  a r e  

a l l  h e r e  t o  s e r v e  t o  t h e  b e s t  o f  o u r  a b i l i t i e s .

I n  t h o s e  s i t u a t i o n s  w h e r e  t h e  s i c k  l e a v e  a n d  v a c a t i o n  l e a v e  

a r e  m e r g e d  i n t o  o n e  c a t e g o r y — p e r s o n a l  l e a v e — p a s s a g e  o f  H . B .  2 2 5  

m e a n s  l a r g e  c a s h - o u t  p a y m e n t s  a r e  a v o i d e d ,  f u r t h e r  s a v i n g  t h e  s t a t e  

m o n e y .  P a s s i n g  t h i s  b i l l  w i l l  a l s o  r e m o v e  s o m e  o f  t h e  i n e q u i t i e s  

i n  t h e  s t a t e ' s  l e a v e  p o l i c i e s .

I n  c l o s i n g ,  I  w a n t  t o  a g a i n  t h a n k  t h i s  c o m m i t t e e  f o r  a l l o w i n g  

t h i s  t e s t i m o n y .  A n d ,  o n  b e h a l f  o f  A S E A / A F S C M E  L o c a l  5 2 ' s  

a p p r o x i m a t e l y  8 , 5 0 0  m e m b e r s ,  I  r e s p e c t f u l l y  u r g e  y o u  t o  a p p r o v e  

H o u s e  B i l l  2 2 5 .  T h a n k  y o u .

(end t e s t i m o n y )



ALASKA STATE EMPLOYEES ASSOCIATION
A F S C M E  L o ca l 52, A F L -C IO

T O :  T h e  H o n o r a b l e  E i l e e n  M a c L e a n  a n d  M i k e  N a v a r r e , c o ­

c h a i r p e r s o n s  o f  t h e  H o u s e  F i n a n c e  C o m m i t t e e  a n d  t o  

C o m m i t t e e  m e m b e r s .

F R O M :  P a u l  D e S l o o v e r ,  P r e s i d e n t ,  A S E A / A F S C M E  L o c a l  5 2 ,  A F L - C I O

' D A T E :  M a y  7 ,  1 9 9 1

S U B J E C T :  H o u s e  B i l l  2 2 5 ,  a l l o w i n g  r e t i r e m e n t  c r e d i t  f o r  u n u s e d  s i c k  

l e a v e .

T h e  A l a s k a  S t a t e  E m p l o y e e s  A s s o c i a t i o n ,  A F S C M E ,  L o c a l  5 2  

w o u l d  l i k e  t o  t h a n k  t h e  H o u s e  F i n a n c e  C o m m i t t e e  f o r  p r o v i d i n g  t h i s  

o p p o r t u n i t y  t o  t e s t i f y  f o r  t h e  c o m m i t t e e ' s  p e r m a n e n t  r e c o r d  o n  

H o u s e  B i l l  2 2 5 ,  s p o n s o r e d  b y  R e p .  N i i l o  K o p o n e n .

A s  t h e  c o m m i t t e e  m e m b e r s  a r e  a w a r e ,  t h i s  b i l l  w o u l d  a l l o w  

p u b l i c  e m p l o y e e s  p a r t i c i p a t i n g  i n  t h e  s t a t e ' s  P u b l i c  E m p l o y e e  

R e t i r e m e n t  S y s t e m ,  o r  P E R S ,  t o  o b t a i n  r e t i r e m e n t  c r e d i t  f o r  t h e  

u n u s e d  s i c k  l e a v e  t h e y  a c c r u e  d u r i n g  e m p l o y m e n t .

R e p .  K o p o n e n  s h o u l d  b e  a p p l a u d e d  f o r  i n t r o d u c i n g  H . B .  2 2 5  

b e c a u s e  i t  s e e k s  t o  r e c t i f y  a n  a r e a  o f  c o n c e r n  f o r  b o t h  p u b l i c  

e m p l o y e r s  a s  w e l l  a s  p u b l i c  e m p l o y e e s .  W h i l e  a  v a s t  m a j o r i t y  o f  

s t a t e  e m p l o y e e s  t a k e  t h e i r  p u b l i c  s e r v i c e  s e r i o u s l y  a n d  o n l y  u s e  

t h e i r  s i c k  l e a v e  a s  i n t e n d e d — n a m e l y ,  f o r  a n  i l l n e s s  t h a t  p r o h i b i t s  

t h e  e m p l o y e e  f r o m  p e r f o r m i n g  h i s  o r  h e r  d u t i e s — t h e  m o n t h l y  a c c r u a l  

o f  s i c k  l e a v e  r e m a i n s  a  n e g o t i a t e d  b e n e f i t  t o  w h i c h  a l l  p u b l i c  

e m p l o y e e s  a r e  e n t i t l e d .

U n d e r  c u r r e n t  s t a t e  l a w ,  a n  A S E A / A F S C M E  L o c a l  5 2  m e m b e r  m u s t  

" u s e  o r  l o s e "  h i s  o r  h e r  s i c k  l e a v e .  W h i l e  s o m e  p u b l i c  e m p l o y e e  

u n i o n s  h a v e  n e g o t i a t e d  t h i s  p r o v i s i o n  t o  c o m b i n e  s i c k  a n d  v a c a t i o n  

l e a v e  u n d e r  o n e  " p e r s o n a l  l e a v e "  c a t e g o r y ,  o u r  u n i o n  h a s  n o t  y e t  

a c h i e v e d  t h i s  i n  i t s  n e g o t i a t e d  s e t t l e m e n t  w i t h  t h e  s t a t e .  U n d e r  

t h e  " u s e  i t  o r  l o s e  i t "  s y s t e m ,  a n d  d e s p i t e  t h e  b e s t  e f f o r t s  o f  

s t a t e  a n d  u n i o n  m a n a g m e n t  t o  p r o t e c t  t h e  i n t e g r i t y  o f  t h e  s y s t e m ,  

i t  i s  s a f e  t o  s a y  t h a t  s o m e ,  r a r e  c a s e s ,  o f  s y s t e m  a b u s e  m a y  o c c u r .

( c o n t i n u e d )

ANCHORAGE OFFICE
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Anchorage, AK 99503-3925 
(907) 561-6661, FAX (907) 563-1355 

TOLL free: 800-478-ASEA

JUNEAU OFFICE
240 Main St., Suite 200 

Juneau, AK 99801 
(907) 463-4949 FAX (907) 463-4950 

TOLL free: 800-478-0049

FAIRBANKS OFFICE 
250 Cushinan St., Suite 500 

Fairbanks, AK 99701 
(907) 452-2300 FAX (907) 452-2307 

TOLL free 800-478-2305



A S E A / A F S C M E  L o c a l  52
T e s t i m o n y  o n  H . B .  2 2 5
P a g e  2

H . B .  2 2 5 ,  i f  a p p r o v e d  b y  t h i s  c o m m i t t e e  a n d  t h e  f u l l  

L e g i s l a t u r e ,  w o u l d  a l m o s t  s u r e l y  e l i m i n a t e  a n y  a b u s e  o f  t h e  s t a t e j s  

s i c k  l e a v e  p o l i c i e s  b e c a u s e  t h e  e m p l o y e e s  w i l l  t e n d  t o  s a v e  t h e i r  

l e a v e  t o  e n h a n c e  t h e i r  r e t i r e m e n t .  A s  v a r i o u s  s t u d i e s  h a v e  

i n d i c a t e d ,  s u c h  a n  o p t i o n  w o u l d  s a v e  t h e  s t a t e  m o n e y  b e c a u s e  

a b s e n t e e i s m  w i l l  d e c l i n e .  A  r e d u c t i o n  i n  a b s e n t e e i s m  a l s o  m e a n s  a  

c o n c o m i t a n t  i n c r e a s e  i n  s e r v i c e  t o  t h e  A l a s k a  p u b l i c ,  w h o m  w e  a r e  

a l l  h e r e  t o  s e r v e  t o  t h e  b e s t  o f  o u r  a b i l i t i e s .

I n  t h o s e  s i t u a t i o n s  w h e r e  t h e  s i c k  l e a v e  a n d  v a c a t i o n  l e a v e  

a r e  m e r g e d  i n t o  o n e  c a t e g o r y — p e r s o n a l  l e a v e — p a s s a g e  o f  H . B .  2 2 5  

m e a n s  l a r g e  c a s h - o u t  p a y m e n t s  a r e  a v o i d e d ,  f u r t h e r  s a v i n g  t h e  s t a t e  

m o n e y .  P a s s i n g  t h i s  b i l l  w i l l  a l s o  r e m o v e  s o m e  o f  t h e  i n e q u i t i e s  

i n  t h e  s t a t e ' s  l e a v e  p o l i c i e s .

I n  c l o s i n g ,  I  w a n t  t o  a g a i n  t h a n k  t h i s  c o m m i t t e e  f o r  a l l o w i n g  

t h i s  t e s t i m o n y .  A n d ,  o n  b e h a l f  o f  A S E A / A F S C M E  L o c a l  5 2 ' s  

a p p r o x i m a t e l y  8 , 5 0 0  m e m b e r s ,  I  r e s p e c t f u l l y  u r g e  y o u  t o  a p p r o v e  

H o u s e  B i l l  2 2 5 .  T h a n k  y o u .

(e n d  t e s t i m o n y )
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i
IN THE LEGISLATURE OF THE STATE OF ALASKA

i

SEVENTEENTH LEGISLATURE - SECOND SESSION 

BY THE HOUSE FINANCE COMMIT! EE

Offered: 3/4/92 
Referred: Rules

Sponsor(s): REPRESENTATIVES KOPONEN, Davidson, Taylor
I

A BILL 

FOR AN ACT ENTITLED

1 "An Act allowing retirem ent credit for the unused sick leave of an employee participating

2 in the public employees’ retirem ent system."
I
II

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

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

5 Sec. 39.35.375. CREDIT FOR UNUSED SICK LEAVE, (a) An employee who is

6 employed on or after July 1, 1990, and who retires after July 1, 1992, may elect to add 40

7 percent of the unused sick leave credit to the total number of years of credited service under

8 AS 39.35.370(c). Unused sick leave shall be credited on a day-for-day basis. Employee contri-

9 butions may not be required for credited unused sick leave.

10 (b) An employee retiring before July 1, 1992, who returns to membership service with

11 an employer on or after July 1, 1992, and who subsequently retires is eligible for unused sick

12 leave credit only with respect to sick leave accrued during membership service oil or after July 1,

13 1992.

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

IIB0225b -1- CSHB 225(FIN)
N e w  T a x '  ( J n r i e r  I  I  n e t !  / D E h E T E D  T E X T  B R A C K E T E D ]

CS FOR MOUSE BILL NO. 225 (FINANCE)

C O M M I T T E E  C O P Y  E N G R O S S E D



1 day of the month after which

2 (1) the employee meets the eligibility requirements of this section;

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

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

5 verified by the administrator.

CSHB 225(FIN) -2-
C O M M I T T E E  C O P Y  New Texc Underllned (deleted text bracketed]
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STATE OF ALASKA W  m ) Publish Date: 3 - 4 - 9 2
1992 LEGISLATIVE SESSION ™ D"S r ----------------------

-  FISCAL NOTE No_ ^ _

Revision Date:__________ _________________________
T itle : -An act allowing retirement credit for unused 

 sick leave_________________________________

Sponsor KOPONEN
Requestor House Finance Committee

D epartm ent Affected: Administration
BRU: Retirement and Benefits______

Component: Retirement and Benefits

COM PONENT SERIAL NO. 6 4

Expenditures/Revenues: (Thousands of Dollars)

OPFRATTNG FY93 FY94 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

FUNDING: (Thousands of dollars)

POSITIONS

Estimate of current year impact:.

•.X’ALYSIS: (attach a separate pace if necessary.)

Zero

Prepared Bv: Gary Bader___________
vision:_______ Retirement and Benefit^

Phone: 465-4460

.oproved by Commissioner: Nnncv Bear Use L;!:
eercv: Departm ent of A dm inistration

Date: lanuarv 23.1992

Date: y / j i  -u /̂ ? 2—

istribulion (b; preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB & Impacted Agcncy(ies). 

?v 10/91 Page 1 of 1

CAPITAL 0 0 0 0 0 0

| REVENUE 0 0 0 0 0 0

I GENERAL FUND 0 0 0 0 0 0
(FEDERAL FUNDS 0 0 0 0 0 0
lOTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

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

C O M M I T T E E  c o p y
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Bill Version: CSHB 225 ( F I N ) 

STATE O F  A LA SK A  (f-j) Publish Date: 3 - 4 - 9 2
1992 LEG ISLA TIV E SESSIO N

Revision Date:____________________________________
T itle : An act allowing retirem ent credit for unused 

sick leave______________________________________

Sponsor. KOPONEN

D epartm ent Affected: ALLSTATE
BRU: ALLSTATE______________

Component: ALL STATE__________

Requestor House Finance Committee

Expenditures/R evenues: (Thousands of Dollars)

COMPONENT SERIAL NO.

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
EOU1PMENT 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 
FUND SOURCE:

0 0 0 0 0 0

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 approxim ately $387.4 in FY 95 and each year thereafter.
line attached sheet discusses the figg r̂l implications-o/ thfc bill to the Public Employees' Retirem ent System.________  ____________ i  ffc&yl ,
Prepared Bv: Garv Bader
Division: PoH’pomonl' arirl Ronofik *

Phone: 4654460
Retirement and Benefits

Approved by  Commissioner: Nancy Bear Usera
Agency:________ D epartm ent of Adm inistration *£5^

Da te: fanuarv 24.1992

Da —

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

Rev 10/90 Page 1 of 2
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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

A nalysis: 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%  o f  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...$ 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.

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

I
A BILL 

FOR AN ACT ENTITLED

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

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

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 fund is established as a separate 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 ro >

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.

L
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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 226(FIN) -2-
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F I S C A L  N O T E

Revision Date:   Department Affected: DCF-D______________
Title:  An A ct c r e a t i n g  th e ___________  B R U :   ____________

e l e c t r i c a l  s e r v i c e  e x te n s io n  g r a n t  Component:
_ p ro g ram . „  , .Sponsor: _______K ubm a ___ _________________ _______ _________________ _____ _____ _______ __
Requestor: HOUSE FINANCE COMMITTEE_________  COMPONENT SERIAL NO.  j

Expenditures/Revenues: (Thousands of Dollars)

S T A T E  O F  A L A S K A  •  B I L L  N O .  C S H B  L !  n ? T ! : '

1 9 9 1  L E G I S L A T I V E  S E S S I O N

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97 i

PERSONAL SERVICES I

TRAVEL I

CONTRACTUAL

SUPPLIES
EQUIPMENT

LAND & STRUCTURES i

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 - .. -O r !

POSITIONS:

FULL-TIME

PART-TIME |

TEMPORARY I

Estimate of current year impact:.

ANALYSIS: (Attach a separate page il necessary.)

i t A t . .  w  /V 'r t/k
RePr e s e n t a t i v e  M ike N a v a r re , C o - C h a i r / ^ r 'T " ^ , 465 -1706

Prepared By: R e p re s e n ta t iv e  E i le e n  MacLean. C o -C h n irC y  Iphrinp- ''" '"465 -1722

Division: HOUSE FINANCE COMMITTEE   Date: 5/9/91

Approved by C o m m i s s i o n e r : ----------------------------------------------------------------------------------------------- --------------------------
Agency: ______________________________________________________________________  Date:___________________

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

R e v  10/90 P a g e _____  of



W O R K  D R A F T

7-LS0965NG
Cramer

5 /7 /9 1

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 ,'1

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.
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1 (c) An electric utility that has received a grant under this section may charge a

2 connection fee for initial connection to the electrical service made available because of the

3 construction. The connection fee for each residential or commercial structure shall conform to

4 the line extension policy of the utility.

5 (d) The authority shall adopt regulations under the Administrative Procedure Act

6 (AS 44.62) to implement this section.

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

8 necessity issued by the Alaska Public Utilities Commission under AS 42.05.
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FISCAL NOTE No. 1

STATE OF ALASKA 
1991 LEGISLATIVE SESSION

Bill Version: CSHB 226 (L&C) 
(H) Publish Date: 4 /2 2 /9 1

Revision Date: ________________________
Title: "An Act crea ting the e le c tr ic a l se rvREai: ____
extension grant program"________________ Component:

Department Affected: Commerce & Economic Development

Sponsor: Kubi na
Requestor: (H) Labor & Commerce

Expenditures/Revenues: (Thousands of Dollars)

COMPONENT SERIAL NO.

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES 37.0 27.0 27.0 27.0 27.0 27.0
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 37.0 27.0 27.0 27.0 27.0 27.0

CAPITAL -0- -0- -0- -0- -0- -0 -

REVENUE -0- -0- -0- ! -o- -0- -.0- .

FUNDING: (Thousands of Dollars)

GENERAL FUND 37.0 27.0 27.0 27.0 27.0 27.0
FEDERAL FUNDS
OTHER
TOTAL 37.0 27.0 21.0. .. . 27.0 27.0

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 or current year impact: no FY 91 fis c a l impact

ANALYSIS: (Attach a separate page if necessary.) See attached

Proparod Ry: Robert E. LeResche, ExecutrX Iclffcfc! Phono: 465-3575
Division: Alaska Energy A u th o rity Li: Date:

Glenn OldsApproved by Commissioner:
Agency: Commerce & Economic Development

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies). 
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T his b ill w ould  am end AS 44.33 by adding  a new  section  crea ting  the 
E lec trica l S erv ice  E xtension  G rant P rogram , w hich  estab lishes an E lec trica l 
Serv ice E x tension  Fund in the D epartm en t o f  C om m erce and E conom ic 
D evelopm ent. T he Fund w ould consist only  o f m oney app ro p ria ted  by the 
L eg isla tu re . T he bills allow  for the D epartm en t to m ake gran ts from  the 
fund to c e rtified  e lec tric  u tilities  and to e lec tr ic  u tilitie s  exem pt from  
certifica tio n  under AS 42 .05.711. The grants are to be used to pay for the 
costs  o f site  p repara tion  and construc tion  fo r the ex tension  o f e lec trica l 
serv ice  in to  areas not cu rren tly  served by and  e lectric  u tility . T he am oun t 
o f a g ran t m ay not exceed 50 percen t o f  the to tal cost o f construc tion  for 
the e lec trica l ex tension  project. G rant funds m ay not be used to co v er 
costs  o f p lann ing , feasib ility  stud ies, o r design  o f an ex ten sio n  pro ject.

HB 226 allow s that an e lectric  u tility  co n s tru c tin g  an ex ten sio n  p ro jec t 
th rough  a g ran t m ade under this section , m ay charge a co n n ec tio n  fee fo r 
the in itia l con n ec tio n  to the e lec tr ica l se rv ice  m ade av a ilab le  th rough  the  
co n stru c tio n . T he residen tia l or com m ercia l connection  fee m ay n o t exceed  
$ 1 ,0 0 0 .

T he D ep artm en t is requ ired  to adopt reg u la tio n s  to im p lem en t Sec. 
44 .33 .601 as proposed  in HB 226. T he D epartm en t's  re sp o n sib ility  fo r 
ad m in is tra tio n  o f loans m ade from  the e lec tr ica l serv ice  ex ten s io n  fund 
and adop tion  o f regu la tions w ill p rov ide  fo r the fiscal im p act as noted 
above. A d d itio n a l funding  for personal se rv ices  w ould be req u ired  to pay 
position  costs  associa ted  w ith ad m in istra tio n  o f the  p rogram . T he funding  
level fo r the g ran t p rogram  w ould  be d e te rm in ed  each fisca l y ea r th ro u g h  
leg is la tiv e  ap p rop ria tion  to the fund. HB 227  proposes $ 1 ,0 0 0 ,0 0 0  to  be 
a p p ro p ria ted  fo r in itia l cap ita liza tio n  o f the e lec trica l se rv ice  ex ten s io n  
fu n d  w hen  e s ta b lish e d .
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