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(A) means

() ihc legislative branch of stale government;

(ii) the judicial branch of state government;

(ni) a principal department of the execuuvc branch of state
government; an independent state entity that is attached to a principal
department of the execuuvc branch for admmistrauve purposes but that is not
a public organixauon as defined m AS 39 35.680 is part of that department for
purposes of this clause; and

(iv) the Office of the Governor.

B) does not include

(i) the University of Alaska:

(i:) a political subdivision of the state; or

im) a public organuauon as defined in AS 39.35.680;

(5) ‘teachers retirement sygstem™ means the Teachers' Rcurcmcnt System of
Alaska tAS 14.25).
e See. 41.AS 14 25045 is repealed.
e Sec. 42.Sections 27. 28. and 36 of this Act arc repealed July . 1999
e Sec. 43.Secuons 29 « 32 and 34 of this Act are repealed July 1, 1997.

e Sec. 44.Secuons 26 - 40 of this Act Lake effect immediately under AS 01.10 070(c).
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e Section I. AS 14.25.050 1is amended to read:

:a) A IM-Cii.fr_vbQ.i1a. Clrat hired after March 31, 1996,
3jJ3il-1_cojatrib_uhalLsyston an amount equal to 5.5
percent of the teacher"s base salary accrued fron July : to
the _gg-ilgvlag-Juna_3Jb & Sea.cfor_yh9 i1a .£irgt hired on or
before March _3A. A97<« [BEGINNING JANUARY 1, 1991. EACH
TEACHER) shall contribute to the systen an amount equal to
3.25 percent of the teacher®s base salary accrued fron July
1 to tho following Juno 30. The employer shall deduct tho
contribution from the teacher®s salary at the end of each
payroll period. The contributions 3hall be deducted fron
onployce conpensaticn before tho conputation of applicablo
federal taxes ar.d shail bo treated as employer contributions
under 26 U.S.C. 414(h)(2).

(0] Each teacher is entitled to receive credit for
unrofundod contributions paid iInto tho rotirenont fund of
1945.

e Sac. 2. AS 14.25.110(a) 1is amended to read:

@ Subject to AS 14.25.167. a neater 1io ollgiblo for

a normal retirecent benofit iIf the senber

(1) was fTirst hired before July 1, 1975, has
attained the age of 55 yearn, and has at loast 15 yoars of
credited service, tho last flvo of which have boon
nenbership service or 1iIs otherwise vested iIn the syatea;

(@ has attained tho age of 60 years*. JAND) has at

least eight year-, of ~sborehip service*, *nd. **a first aired



Qfl_oy fc«t9f H«rcfr 33,1 1996;
@: y”N _gir 2 hl«<l1l...”ex-_”"arch3l, 1996, and
(A has attained the ago of 60 years, and has
at least five years of membership service/ or
10) thf sup_o f_ago_j?m»_yMT3 QF _nfgb«rohlp
3FIVIE* _fgMIlg_or exceed* 8? {AMD HAS AT
LEAST THREE YEARS OF ALASKA 31A SERVICE];
[(4) HAS AT LEAST 25 YEARS OF CREDITED SERVICE,
THE LAST FIVE OF WHICH HAVE BEEN MEMBERSHIP SERVICE;
() HAS AT LEAST 20 YEARS OF MEMBERSHIP SERVICE;
(6) HAS AT LEAST 20 YEARS OF COMBINED MEMBERSHIP
SERVICE AMD ALASKA BIA SERVICE, THE LAST FIVE OF WHICH HAVE
BEEN MEMBERSHIP SERVICE; OR
(7 HAS, FOR EACH OF 20 SCHOOL YEARS;
AT AT LEAST ONE-HALF YEAR OF MEMBERSHIP
SERVICE AS A PART-TIME TEACHER;
13) ONE FULL YEAR OF MEMBERSHIP SERVICE AS A

PART-TIME TEACHER; OR

(© ANY COMBINATION OF SERVICE QUALIFIED

UNDER THIS PARAGRAPH).

e 8ec. 3. AS 14.25.110(d) 1is amended to read:

@ The monthly amount of a retirement benefit for a
member who has paid the fTull amount of any indobtodneaa is
eno-tvolfth of the member®s averago base salary during any
three school years of membership aorvico multiplied by

() wvnf and .one-htlf (TWO) porcent of tho years of



credited service [EARNED BEFORE JUNE 30, 1990, INCLUDING
CREDITED FRACTIONAL YEARS, AND THE YEARS OF CREDITED SERVICE
THROUGH A TOTAL OF 20 YEARS; PLUS

) TWO AND ONE-HALF PERCENT OF THE YEARS OF
CREDITED SERVICE EARNED AFTER JUNE 30, 1991, THAT ARE MORE
THAN 20 YEARS OF TOTAL CREDITED SERVICE).

fl«c. 4. AS 14_25_HO0(J) 1s amended to read:

() Fox_taact#fg fTlrat hired PD or belsxfMarch 3u.
1996, «n[AN] actuarial adjustment must be made tobenefits
payable under d) of this section for early retirement. £sc
TIASTUXIL. XTI t Jlited *C_ter__Karcfa 31, 1996, the monthly
amount_of__a rttireaent benefit that vould brdui under (I
of this.aection vIll_bo.xtd.uced by the.multiplying one-heir

°C_one_perC«At_tiafl3 t\e_nunb _egL of aQDtfaa,- to the nearett

SOnJLtb_fc™ yJilen irtjLfnt _d.iLte_gf_the_fce*cher._f*1 la
- Sec. S. AS 14.25.143[@) is amended to read:
@ O.icc each year, the administrator shall increase

benofit payments to

ill disabled mentors;.

||| (, TO) persons ago 60 or oldor receiving benefits
undor this system in tho preceding calondar year;.

131 member* who vere X1JJLt-iilred_on_ox-before March #i,
1996. [AND TO PERSONS] who havo rocoivod benefits undor this
system for at least eight years and who aro not otherwise
eligible for an increase under thin section; and

HUurYlYcr# of aeabtre de#cribod_liL_biragriPb_I11_9X
thi# eubeection when the seaber end th« lurvivor htYe mether

received benefit#._.under thi# syitea for at least eight years-

3



* Sec. 6. AS 14.25-143 1lb) is amended Co read:
((9)] The 1increase in cenefir payments applies to total
benefit payments except for the cost-of-living allowance
under AS 14.25.142. The amount cf the 1increase is a
percentage of the current benefit equal to F(1)] the lesser
of 50 [75] percent of the iIncrease iIn the cost of living in
the preceding calendar year or six “NINE) percentr, FOR
RECIPIENTS WHO ON JULY 1 ARE AT LEAST 65 YEARS OLD, AND FOR
MEMBERS RECEIVING DISABILITY BENEFITS; AND
12) THE LESSER OF 50 PERCENT OF THE INCREASE IN

THE COST OF LIVING IN THE PRECEDING CALENDAR YEAR OR SIX
PERCENT. FOR RECIPIENTS WHO CN JULY 1 ARE AT LEAST 60 YEARS
OLD BUT LESS THAN 65 AND FOR RECIPIENTS WHO ON JULY 1 ARE
LESS THAN 60 YEARS OLD BUT WHO HAVE RECEIVED BENEFITS FROM
THE SYSTEM FOP. AT LEAST EIGHT YEARS].

* Sec. 7. AS 14.25.160(d) io amended by adding a new

paragraph to read:

(@)) i benefit recipient electing major medical
insurance coverage Tor dependents eligible under (a)(®@)
and (3 of this section shall pay the full cost of that
insurance.

* Sec. 8. AS 14.25.220(42) is amended to read:
(42) "vcstod member™ or 'vented toachcrH moans an
active aonbor who has completed either
(A) 15 years of service, tho last fTive of
which have boon membership service, for a member first hired
before July 1, 1975;
(B) eight years of membership scrvico. or ~;

C) five yoara of membership and throe yoars of BIA scrvico*



if first hired on or before Harch 31. 1996;

© five years.of membership service if
hlr e d a tter Harch 31, 1996; or

D) 12 school ysars of part-time membership
service or 12 school years in each of which the member
earned either part-time or full-time membership service;
Sec. 9. AS 39.35.160(a) 1is amended to read:

€)) A p eaco officor or fire fighter who Is .first hired

«Ftfr_M«jch_31j, 1996y _3hall .contribute to the system an
aaount_oqual to 3ix percent of the peace officer®s or fj.r«
Liakte jojLi  A,peace_ off jeer or fTire fighter »ho
i 3. Clrat hir»d_pn_o.r_before. March 31, 1996 [BEGINNING
JANUARY 1, 1987, EACH PEACE OFFICER OR FIRE FIGHTER] shall
contribute to the system an amount equal to seven and one-
half percent of tne peace officer®s or fire fighter~s
compensation. Each other employe* who 1is Tfirst hired after
KAJCTIkJIXT_i1996L 3hal.l_copt rjbute to the ay?tea ap amount
egM*1-to,Jlve_aPd_Qnej~alg_percept of the employee®q
CoAEAamiailLt Each other employee who 1is first hired on or
bjfgrt Herch_3;” ;99< [beginning January i, 1987, each other
EMPLOYEE] shall contribute to the system an amount equal to
six and three-quarters percent of the employee®s
compensation. The contributions shall be deducted by the
employer at the ond of each payroll ponod. The
contributions shall be doductod from employee compensation
before computation of applicable fedoral taxes, and the
contributions shall be treated as employer contributions
undor 26 U.S.C. 414(h)(2).

e flee. 10. AN 39.35.370(a) 1is amended to read:



(@ Subject: to AS 39.35.450, a terminated employee 1is
eligible for a normal retirement benefit
(D at age 60 with at least five years credited
service, or
@ with at least 5. [20] years of credited
service as a peace officer or fire fighter, or
(3 with a combination of age and years of
credited service egual to or greater than. 8% [AT LEAST
30 YEARS OF CREDITED SERVICE] for all other employees.
* 8ac. 11.AS 39.35.370(b) 1is amended to read:

(b) Subject to AS 39.35.450, a terminated employee is
eligible for an early retirement benefit at age 55 with at
least five years credited service. For employees first
hired on or before Herch 31, 1996, ap [AN] actuarial
adjustment must be made to retirement benefits paid under
this section for an early retirement benefit. For employs

1993, the monthly amount of a
r«tIxfll«nt bapafit that would be due under (¢) of this
aa<?tjgn_yiii. ba caductd_bY the multiplying one-half of one
parg,tnt_ SJAM-tna nu»b.fr,,9Ff BOntbi, to the nearest month, bt
vhloh the.retirement data of the employee talli abort of the
a*tf_that_th*_teacher_reecheg age 50,

e Sac. 12_.AS 39.35.370(c) 1is amended to read:

(© Tho monthly amount of a retirement benefit (FOR A
PEACE OFFICER OR FIRE FICHTER] 1is one and one-half [TWO]
percent of the average monthly compensation times tho years
of creditod sorvice [THROUGH 10 YEARS, PLUS TWO AND ONE-HALF
PERCENT OF THE AVERAGE MONTHLY COMPENSATION TIMES THE YEARS

OF SERVICE OVER 10 YEARS. FOR ALL OTHER EMPLOYEES IT IS

$



(1) TWO PERCENT OF THE AVERAGE MONTHLY
COMPENSATION TIMES ALL YEARS OF SERVICE BEFORE JULY 1,
1986, AND FOR YEARS OF SERVICE THROUGH A TOTAL OF 10
YEARS; PLUS
(@ TWO AND ONE-QUARTER PERCENT OF THE AVERAGE
MONTHLY COMPENSATION TIMES ALL YEARS OF SERVICE AFTER
JUNE 30, 1986, OVER 10 YEARS OF TOTAL SERVICE THROUGH
20 YEARS; PLUS
(3 TWO AND ONE-HALF PERCENT OF THE AVERAGE
MONTHLY COMPENSATION TIMES ALL YEARS OF SERVICE AFTER
June 30, 1986, OVER 20 YEARS OF TOTAL SERVICE].
e See. 13. AS 39.35.475(a) 1is amended to read:
(@ Once each year the administrator shall increase
benefit payments to
(D eligible disabled members;.
@ [, T0] persons age 60 or older receiving benefits
under this system in the preceding calendar year;.
ill aflifthrt@a vn9. v<Xj> glrj»t hljctd Qii_or before Harch 31,
1993. (AND TO PERSONS] who have received benefits under this
system for at least five years and who are not otherwise eligible
for an iIncrease under this section; and
141 survivors of members described in paragraph @) of
thla_aufeg«ctlQn when the member and tho eurvjyor have together
gtstlytd fctnitUa tor at lent five vain.
e Bee. 14. AS 39.35.475(b) 1is amended to read:
() Tho 1increase in benefit payments applies to total
benofit payments except for tho cost-of-living allovanco
undor AS 39.35.400. Tho amount of the increase is a

porccntage of tho current bonefit equal to ((1)] the lessor

[



of 10 [75] percent of the increase iIn the c st of living 1In
the preceding calendar year or six [NINE] p<»rcent[, FOR
RECIPIENTS WHO ON JULY 1 ARE AT LEAST 65 YEARS OLD, AND FOR
MEMBERS RECEIVING DISABILITY BENEFITS; AND

@ THE LESSER OF 50 PERCENT OF THE INCREASE IN
THE COST OF LIVING IN THE PRECEDING CALENDAR YEAR OR
SIX PERCENT, FOR RECIPIENTS WHO ON JULY 1 ARE AT LEAST
60 YEARS OLD BUT LESS THAN 65 AND FOR RECIPIENTS WHO ON
JULY 1 ARE LESS THAN 60 YEARS OLD BUT WHO HAVE RECEIVED
BENEFITS FROM THE SYSTEM FOR AT LEAST EIGHT YEARS].

* Sec. 15. AS 39.35.535(c) 1is amended by adding a new
paragraph to read:

@ a benefit recipient electing major medical
insurance coverage for dependents eligible under (a)(®@
and (3) of this section shall pay the full cost of that
insurance.

* Sec. 16. AS U.25.045 and 14.25.167(a)(3), and

AS 39.35.450(a)(3) and 39.35.460 are repealed.
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5-2-95
Val -

Attached are two TfTiscal notes for the Rules Committee Substitute
for SB 148. I understand from Ann Ringstad that these notes more
properly apply to our Senate Finance Committee Substitute reported
out of committee yesterday than did the 4/20/95 department note
which accompanied the bill. The 4/20/95 note was the only Tiscal
note we had in the file to send along with the bill when it left
committee. I am capturing these Rules notes within the growing
packet of fiscal notes for conference conmittee Tunding 1iIn the
budget, with an attached note indicating their application. Please
advise if Senator Halford wishes me to proceed otherwise.

Kathy
2618



SENATE FINANCE
COMMITTEE
Amendment Number: [h i V*
Bill Numbe B /y>S . Amendment
Sponsor:/"/., //,/;; Date: - >
Logged fn Bv: !/ A-I

TO: CS SBL4&(FIN) By R. Phillips

xY 7 Y 10
Pace 24.Line >2 to Pace 2*. Line jf: Delete all material

This amendment would eliminate all exceptions to the prohibitum aifiunst re-
employment for three wars aner a person has RIP'eJ.

A
Ujnuuel

-fv &/
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~TT/Ah>t T7/A CS FOR SENATE BILL NO*148( }
INTHE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION . pH .,
cEfV ' /z/yil s >Jtss)/<?sj& / ¥ *
Ottered:
Referred:
Sponsors): SENATE FINANCE COMMITTEE
A BILL
FOR AN ACT ENTITLED
"An Act relating to state employee compensation and to state retirement systems;
and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
» Section 1 AS 14.25.040(a) is amended to 'tad:
(@) A [UNLESS A TEACHER OR MEVIBER HAS ELECTED TO
PARTICIPATE IN THE OPTIONAL UNIVERSITY RETIREMENT PROGRAM
UNDER AS 14.40.661 * 1440.799. A) teacher or member contracting for service with
a participating employer is subject to this chapter unless the
tl) employer has elected to participate In the definedcnmrib.mton
GLtir.cnicnLfliafLa3 fiiQyidnLin itLQf.Inia xtii9n:.gr
(2) teacher or member has elected lo participate in the option:

university retirement program under AS 14,40.661 ¢ 14,40,799
- see. 2. AS 14.25.040(c) is amended to read:
(c) A state legislator ir. not entitled to elect membership under (b) of this

J. CSSB 14U )
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section if the state legislator is covered for the same period of service undor die public
employees' retirement system (AS 39.35) or the defined contribution retirement
svstem (AS 39.38). An election of membership under (b) of diis section is retroactive
to the date the state legislator took the oath of office. A state legislator may not
receive membership credit under (b) of this section for legislative service performed
before the legislative session during which the state legislator elected membership
under (b) of diis section. In order to continue in membership service under (b) of this
section, the state legislator must cam at least 0.3 years of membership service under

other sections of this chapter during each five-year pcnod.

e Sec. 3. AS 14.25.040 is amended by adding a new subsection to read:

(c) A public school district may elect to participate in the defined contribution

retirement system under AS 39.38 for teachers first hued on or after January 1. 1996.
Employment dial is covered by AS 39.38 may not be considered to be credited service
under this chapter. A public school distnct that elects to be covered by AS 39.38 for
teachers who arc not members of this system may not later elect to return to coverage

under this system.

e See. 4. AS 14.25.220(16) is amended to read:

(16) "employer" means a public school distnct. the Board of Regents
of the University of Alaska, the Department of Educauon. [THE NATIONAL
EDUCATION ASSOCIATION OF ALASKA.) the Regional Resource Centers, ¢» the
state legislature with respect to a state legislator who elects membership under
as 14 25.040(b) iha.Lbm.gQLskcl«l.1Q.i23rti<iptly in HK-cfcflnrti conm bmign

retirement svstem under AS 39.38.

e Sec. 5. AS 14 25.220(21) is amended to read:

(21) “membership service" means

(A) full or part-time service as a teacher in a public school ir

the Tcmtory or State of Alaska, or both, under the supervision and control of
the Territorial Board of Education or the Department of Education or the
school board of a city, regional educational attendance area, or borough school
distnct m lans. aa tht ottoq is nol. paflicipailgg in Lhc defined sqniribmign

minnKnl.i>3tcm untkr AS.3?i,?3isiilhairtDi«.

2SSB 14& ) 2-
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(B) full-time or pur-time teaching at the University of Alaska
or a full-time administrative position at the University of Alaska that requires
academic standing and that has been approved for inclusion in the system by
the director so !long as the ren >n is not patiicipating in the defined
contribution retirement s.stem under AS 39.38 for that service:

(C) any pcnod during which the teacher receives a disability
benefit under this system or is on an approved sabbatical leave granted in
accordance with AS 14.20.310;

(D) continuous service as a state legislator when performed by
a state legislator who elects membership under AS 14.25.040(b), subject to the
requirements of AS 14.25.040(c);

(E) full-time or part-time service as an employee of the Special
Education Service Agency, subject to the requirements of AS 14.25.047 so long
aaJhc Dcr5Q.n..is riot participating in the defined contribution retirement
svstcm_u_nrier_AS 39.38 for that service: or

(F) full-time or part-time service as an Alaska Native language
or culture expert, subject to the requirements of AS 14.25.048 so long as the
persQi-LVRQt- participating in ihc defined contribution retirement svstem
uqdcr AS 39.38 for that service;

e Sec. 6. AS 22.25.012(a) is amended to read:
@) An administrative director of the Alaska Court System appointed under
art. IV. sec. 16 of the state constitution is entitled to retirement benefits under
ULi this ChapterJQhcArimiol2<n>iivg riirgM r waiflrcs appojnsd
before January 1 1996. on the terms and condiuons applicable to a superior court
judge appointed after July 1 1978, except that an administrative director may receive
retirement benefits only with service as administrative director for 10 or more yean;
&
12) AS if ihc adminhiEUv*.diEKter * as.nnl iiBPQininl on
»r. after. January I» 1??ti
e Sec. 7. AS 22.25.012(c) is jmended to read:

(c) An administrative director fircLhifftl tttfoftlanUilOLL 12?&

N -3 CSSB HWV )
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withdraws from the judicial retirement system under (b) of this section is eligible for
membership in the public employees' retirement system (AS 39.35) and shall receive
credited service in that system for service rendered as administrative director. To be
eligible for membership in the public employees’ retirement system under this
subsection, the administrative director must contribute to the public employees’

retirement system

(1) the amount that would have been contributed if the administrative
director had been a member dunng the period of the membership in the judicial

retirement system; and

(2) any contnbutions for service as administrative director refunded
from the public employees' retirement system at the time the administrative director

became a member of the judicial retirement system.

e Sec. 8. AS 37.10.390(2) is amended to read:

(2) "retirement systems" means the teachers’ retirement system, tt

judicial retirement system, the Alaska National Guard and Alaska Naval Militia
retirement system. >hg. dgfingd _K?nInI?mi9n rdiKflKknt Dim and the public

employees' retirement system.

e Sec. 9. AS 39.25.120(c) is amended by adding a new paragraph to read:

(24) director of the defined contnbution retirement plan.

e Sec. 10. AS 39.35.120 is amended to read:

Sec. 39.35.120.. COMMENCEMENT OF PARTICIPATION, @ Al
employee of the state who mis first hired before January 1 1*>96. shall be included
in this system upon commencement of employment with the state, or on January I.
1961. whichever is later. Unless an employee hxs elected to participate in the optional
university retirement program under AS 14.40.661 * 14,40.799. an employee of a
political subdivision or public organization that becomes an employer who was fint
hire | before January 1. 1996. shall be included in the system on the effective date
of the employer's participation or the date of the employee s commencement of

employment with the employer, whichever is later.

(b) Inclusion in the system is a condition of employment for an employee who

was first hired before January 1 1W6. except as otherwise provided for an elected

CSSB 14%< ) o4-
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official and for an employee of the university who has elected to participate in the
optional university retirement program under AS 14.40.661 - 14.40.799.
* Sec. 11. AS 39.35.158 is amended to read:

See. 39.35.158. ADMINISTRATIVE DIRECTOR OF COURTS. An
administrative director of the Alaska court system first hired before .January 1 1996.
who withdraws from the judicial retirement system under AS 22.25.012 is eligible for
membership in the system and shall receive credited service in the system for service
rendered as admmistrauve director. To be eligible for membership in the system under
this subsection, the administrative director must contribute to the system

(1) the amount the director would have contributed if the director had
been a member during the director's pcnod of membership in the judicial retirement
system; and

(2) any contnbutions for services as administrative director refunded
by the system at the time the director became a member of the judicial retirement
system.

* Sec. 12. AS 39.35.550 is amended to read:

See. 39.35.550. REQUEST BY POLITICAL SUBDIVISION TO
PARTICIPATE AND ADOPTION OF RESOLUTION. A municipality or other
political subdivisioi of the state mav. before .January 1. 1996. request to become an
employer in this system. The request shall be made after adoption of a resolution by
the legislative body of the political subdivision and after approval of the resolution by
the person required by law to approve the resolution. A certified copy of the
resolution shall 7e filed with the administrator. If the administrator approves the
request for partici/ation. the political subdivision is an employer of the system.

e See. 13. AS 39.35.560 is amended to read:

See. 39.35 560 REQUEST BY PUBLIC ORGANIZATION TO
PARTICIPATE AND ADOPTION OF RESOLUTION. A public organization may,
before January 1 1996. request to become an employer in this system. The request
shall be made after adoption of a resolution by the governing body of the public
organization. A certified copy of the revolution shall be filed with the administrator.

If the administrator approves the request for r>anicipation. t* public organization is

oS- CSSB 144k )
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an employer of the system.

* Sec. 14. AS 39.35.680(21) is amended to read:

25SB 14k )

(21) “member" or "employee”

(A) means a person eligible to participate in the system and

who is covered by the system,

(B) includes

(i) active member,

(i) inactive member,

(iii) vested member:

(iv) deferred vested member,;

(v) non-vestcd member:

(vi) disabled member;

(vii) retired member.

(viii) an elected public officer under AS 39.35.381.

(C) docs not include

(i) former members;

(ii) persons compensated on a contractual or fee basis;

(iii) casual or emergency workers or nonpcrmancnt
employees as defined in AS 39 25.200;

(iv) persons covered by the Alaska Teachers' Rcurcmcnt
System except as provided under AS 39.35.131 and 39.35.381. persons
cQvgrrel bv lhc defined .contribution retirement plan, or persons
covered by the optional university retirement program;

(v) employees of the division of marine transportation
engaged in operating *hc state ferry system who are covered by a union
or group retirement system to which the stale makes contnbutions;

(vi) justices of the supreme court or judges of the court
of appeals or of the supcnor or distnct courts of Alaska;

(vii) the administrative director of courts appointed
under art. 1V. sec. 16 of the state constitution unless the director

becomes a member under AS 39.35.158; and

.6.
T*AzZ *Jdnderivutd tciLttro TOT ttACXrriT/



© o — o

10

13
14
15
16
17
18
19
20
21
23
24
25
20

28
29

3l

WORK DRAFT WORK DRAFT WORK DRAFT

(vui) members of the elected public officers' retirement

system (former AS 39.37);

(D) may include employees of the division of marine

transportation excluded under (C(v) of this paragraph provided that
ft) the State of Alaska formally agrees to their inclusion
through the process of collective bargaining; and
(it) no collective bargaining agreement has the effect of
obligating contributions made by the state under AS 39 30.150 in the
event the state resumes participation in the federal social security
system;
e See. 15. AS 39 is amended by adding a new chapter to read:
CHAPTER 38 DEFINED CONTRIBUTION RETIREMENT PLAN
ARTICLE I. PLAN ESTABLISHED
Sec. 3938010. PLAN ESTABLI!SHF!j The Public Employees Retirement
Board shall establish a defined contribution retirement plan for state employees first
hired on or after January 1. 1996. in which retirement and dcodi benefits arc provided
through the purchase of annuity contracts or other benefit contracts, either fixed,
variable, or a combination of fixed and variable
Sec. 39 38 020 DUTIES OF THERETIREMENT BOARD ANDTHE
INVESTMENT BOARD (a) The retirement board shall
(1) provide for the administration of the plan, including procedures for
resolving complaints from partxipating employees.
(2) establish policies for the proper operation of the pian and carry on
other activities occeisory to implement this chapter.
13) take other actions .required to ensure that the plan qualifiesunder
the Internal Revenue Code as a qualified plan or nonqualified plan or both
ths Use Alaska Slate Pension Investment Board established under
AS 37 10 210 is the fiduciary of the fund The investment N\ard shall designate at
least four investment options for emplovces The investment board shall select 'he
companies or other entities to *h«h payment of the contributions required by this

chapter may be mode, after coomJenng the

o7* fVH i* )
Ua.Ztxi .VUer;..qgJ /scartr rtrr MAcarcr?



«© —~N o o1 B~

10

23
24
25
26

29
30
31

WORK DPA?T WORK DRAFT WORK DRAFT

(1) nature and extent of the rights and benefits that the contracts will
provide to employees who patrticipate and to their beneficiaries;

(2) relation of the contractual rights and benefits to the contnbutions
to be made under this chapter;

(3) suitability of the contractual nghts and benefits to the needs and
interests of participating employees and to the interest of the employer in the
employment and retention of employees: and

(4) ability of the designated company or other entity to provide nghts
and benefits under the contracts:

(5) requirements of the Interna) Revenue Code for remaining a qualified
plan or nonqualified plan or both.

See. 39.38030. DIRECTOR. The administrator of the public employees’
rcurcment system shall serve as Jirector of the plan.

See. 3938.040. REGULATIONS. The board may adopt rcgulauons to
implement this chapter under the procedures set cut in AS 39 35 042.

See. 3938050 DUTY OF EMPLOYERS TO FURNISH RECORDS Each
employer shall furnish the director with records concerning the pcnods of service,
dates of birth, compensation, new entrants into service, death, withdrawals, and other
employee Jata necessary for the proper and effective operation of the plan.

Sec. 3938060 ATTORNEY GENER.J. The attorney general of the state
is "he attorney for the plan and shall represent it in alegal proceeding

Sec. 3938070 ADMINISTRATIVE EXPENSES. Expenses of the plan shall
be paid from employer and employee contnbutions to the plan m proportion to the
amount of the contnbutton

ARTICLE 2 PARTICIPATION

Sec. 3938 ICO PARTICIPATION (a) An employee of the state first hired
on or after January |. |9*X> shall be included in the plan upon commencement of
employment with the state Unlot O« employee has elected to participate in the
optional university retirement program. o< was first hired before January |I. 1996. an
employee of a political subdivision, including a school district, regional educational

attendance area, and the University of Alaua. or a roblK organisation that becomes

ssts la* )
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an employer shall be included in the plan on the effective date of the employer s
participation or the date of the employee's commencement of employment with the
employer, whichever is later, if the employee is in a position that the employer has
designated to participate in the plan.

bi Inclusion in the plan is a condition of employment for a state employee
first hired on or after January 1. 1996. and for an employee designated by another
employer to participate in the plan except as otherwise provided for an elected official
and for an employee of the university who has elected to participate in the optional
university retirement program.

See. 3938.110. ADMINISTRATIVE DIRECTOR OF COURTS, (a) An
administrative director of the Alaska Court System first hired on or after January .
1996. is a member of the plan,

ib) An admmistrauve director who was hired before January 1. 1996. and who
withdraws from the judicial retirement system under AS 22.25.012 on or after
January I. 1996. may participate in the plan.

Sec. 39 38.120. PARTICIPATION OF ELECTED OFFICIALS (ai Service
xs an elected official with an employer consututes employment as a member in the
plan as long xs the elected official has not filed a written waiver of coverage with the
director Unless revoked, a waiver under this subsection waives coverage of future
employment as an elected official, rcgaxdicss of any change of employer. An elected
official may file a waiver under this subsection at any time after election to office,
including the per.od before taking the oath of office  An elected official may revoke
a waiver under this subsection by filing a written revocation with the director. A
revocation under this subsection operates prospectivcly only, and the elected official
may nor participate in the plan tor service as an elected official while ihc waiver was
in effect. There is no limit on the number of times an elected official may file a
waiver or revocation under this subsection

th) An elected official included in the plan and that person's employer arc
liable for contributions whenever that person is an elected official unless a wajscr of
coscrage under (a) of this section :s in effect

ARTICLE 3 CONTRIBUTIONS. RIGHTS. AND BENEFITS

CSSB KW )
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See. 39.38.200. EMPLOYMENT CONTRIBUTIONS MANDATORY,
Contnbutions of employees shall be made by payroll deductions. Every included
employee is considered to consent to payroll deductions. It is of no consequence that
a payroll deduction may cause the compensation paid in cash to an employee to be
reduced below the minimum required by law  Payment of an employees
compensation, less payroll deductions, is a full and complete discharge and atisfaction
of all claims and demands by the employee relating to remuneration of services dunng
the pcnod covered by the payment.

Sec. 39.38.210. CONTRIBUTIONS, (a) An employer shall contnbutc on
behalf of each employee participating in the plan an amount equal to six percent of the
employee s compensation payable at the end of each payroll pcnod.

(b) An employee participating in the plan shall contribute to the plan an
amount equal to five percent of the employee's compensation. The contributions shall
be deducted by the employer at the end of each payroll pcnod. The contnbutions shall
be deducted from employee compensation before computation of applicable federal
taxes, and the contnbutions shall be treated as employer contnbutions under 26 U.S.C.
414(h)(2) (Internal Revenue Code).

(c) Contnbutions vest on receipt hy the plan director.

) The director of the plan shall pay the contnbutions required by this section
to the company or companies selected by the employee for the benefit of the
employee.

See 39 38.220 BENEFITS Payment of benefits to participants of the plan
I the responsibility of the company or companies designaicd by ihc investment board
and is not the responsibility of the investment board, the retirement board, or the
employer. The benefits are payable to participants or beneficiaries of participants in
accordance with the terms of the annuity contract or contracts and benefit contractor
contracts

Sec. 3938230 RIGHTS UNDER QUALIFIED DOMESTIC RELATIONS
ORDER A former spouse shall be treated as a spouse or surviving spouse to the
extent required by a qualified domestic relations order Rights under die order do nor
take effect until the order is filed with the director

CSSB 14% ) 10
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See. 39.38.240. SAFEGUARD OF EMPLOYEE FUNDS HELD BY THE
PLAN. Employee contnbutions and oilier amounts held in the plan arc exempt from
Alaska state and local taxes. Amounts held on behalf of. or payable to. any employee
or other person who is or may become eligible for benefits under the plan arc not
subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or
charge of any kind, either voluntary or involuntary, before being received by the
person entitled to the amount under the terms of the plan. An attempt to anticipate.
alienate, sell, transfer, assign, pledge, encumber, charge, or otherwise dispose of a nght
to amounts held under the plan is void. However, an employee's nght to receive
benefits may be assigned under a qualified domestic relations order.

See. 39.38.250. EXEMPTION OF EMPLOYEE FUNDS AND BENEFITS.
Employee contnbutions and other amounts held in the plan and retirement benefits
payable under the plan are exempt from levy to enforce the collection of a debt as
provided in AS 09.38 (exemptions).

ARTICLE 4. POLITICAL SUBDIVISIONS AND PUBLIC ORGANIZATIONS.

See. 39.38.300. REQUEST TO PARTICIPATE, (a) A municipality or other
political subdivision of the state may request to become an employer in the plan. The
request shall be made after adoption of a resolution by the legislative body of the
political subdivision and after approval of the resolution by the person required by law-
to approve it. A certified copy of the resolution shall be filed with the director. If the
director approves the request for participation, the political subdivision is an employer
of the plan.

(b) A public organization may request to become an employer in the plan.
The request shall be made after adoption of a resolution by the governing body of the
public organization. A certified copy of the resolution shall be filed with the director.
If the director approves the request for participation, the public organization is an
employer of the plan.

Sec. 39 38 310PARTICIPATION, (a) The effective date of participation in
the plan by a political subdivision or public organization ts the first day of any month
acceptable to the governing hody of the political subdivision or public organization and
to the hoard

't CSSB 14* )
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(b) The political subdivision or public organization shall designate the
departments, groups, or other classifications of employees eligible to participate in the
pian. and shall agree to make the contnbutions that arc required by this chapter.

(c) Die eligible employees of a participating political subdivision or public
organization are bound by the provisions of this plan and arc entitled to the benefits
provided under it.

See.  39.38.320. CONTRIBUTIONS AND TERMINATION OF
PARTICIPATION FOR NONPAYMENT, (a) The contnbutions of an employer that
is a panicipating political subdivision or public organization and the contributions of
its employees shall be transmitted to the director as soon as practicable after the close
of the payroll pcnod for which the contnbutions arc made. If the employer is
delinquent :n transfemng the contnbutions for more than 15 days, interest and other
penalties shall be assessed on the outstanding contnbutions at the rate and in the
amount established by the board.

th) If the contnbutions are not transmitted to the director within the 15 days,
the director may grant an extension. If the political subdivision or public organization
IS in default at the end of the extension, participation in the plan is terminated, and the
employer shall be sent notice of termination.

ic) Termination of an employer's participation in the plan does not bar future

participation in the plan by that employer,

See. 39.38.330. EFFECT OF AMENDMENT OF AGREEMENT, (a) A
political subdivision or public organization may request that its participation agreement
be amended Hie request may be made only after adoption of a resolution by the
legislative body of the political subdivision and approval of the resolution by (he
person required by law to approve the resolution, or. in the case of a public organi-
zation, after adoption of a resolution by the governing body of that public organization
A certified copy of the resolution shall be filed with the director.

<o* Termination of coverage of a department, group, or other classification of
employees does not bar future coverage of that department, group, or classification.

ARTICLE 5 GENERAL PROVISIONS
See 3938450 NONGUARAXTEE OF EMPLOYMENT This chapter is not

CSSB u*< ) 12

oy -lit (ficirrtv rerr uacxst.xsi



- oo [$a] ~ @ [N ) —

o w

10
11
12
13
14
15
16
17
18
19

20
21

23
24
25
26

28
29
30
31

WORK DRAFT WORK DRAFT WORK DRAFT

a contract of employment between an employer and an employee, nor docs it confer
a right of an employee to be continued in the employment of an employer, nor is it a
limitation of the right of an employer to discharge an employee with or without cause.
See. 39.38.460. FRAUD. A person who knowingly makes a false statement,
or knowingly falsifies or permits to be falsified a record of the plan, in an attempt to
defraud the plan, is guilty of a Class A misdemeanor.
See. 39.38.990. DEFINITIONS. In this chapter.
(1) board" or 'retirement board" means *Jic Public Employees Rcurcment
Board established under AS 39.35.030;
(2) "compensation” means the total remuneration earned by an employee
for personal services rendered to an employer, and
(A) includes employee contnbutions under AS 39.38.210,
payments for leave that is actually used by the employee, the amount by which
the employee's wages arc reduced under AS 39.30.150(c), and any amount
deferred under an employer-sponsored deferred compensauon plan; but
(B) docs not include cost-of-living differentials, retirement
benefits, severance pay or other separation bonuses, welfare benefits, per diem,
expense allowances, workers' ccmpensauon payments, incentive cash awards, or
payments for leave not used by the employee whether those leave payments are

scheduled payments, lump-sum payments, donations, or cash-ms;
(3) "director* means the director of the defined contribution retirement

plan under AS 39 38.030;

m ‘clected official" means a person whose compensation results from
personal services rendered to an employer as an elected representative;

(5) ‘employer* means the State of Alaska or a political subdivision or
public organisation of the state that participates in the plan.

(6) ‘investment board" means the Alaska Stale Pension Investment
Board established under AS 37 10 210;

t7) “member" or "employee” means a person who is eligible to
participate in the plan and who is covered by the plan; and

(A) includes an

-13- CSSB HK >
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(i) employee who is employed by an employer, is
receiving compensation for services, is making contributions to the plan.
and is not excluded under (B) of this paragraph; and

(i) elected official, if the elected official has chosen to
participate under AS 39.38.120; but

(B) docs not include

(i) former members;

(i) persons compensated on —contractual or fee basis;

(ifl) casual or emergency workers or nonpcrmancnt
employees as defined in AS 39.25.200;

(iv) members of the Alaska teachers' retirement system
under AS 14.25, thejudicial retirement system under AS 22.25, the public
employees' retirement system under AS 39.35. the elected public officers'
retirement system under former AS 39.37, or the optional university
retirement program;

(v) employees of the division of marine transportation
engaged in operating the state fcny system who are covered by a union or
group retirement system to which the state makes contributions; and

(vi) the administrative director of courts appointed under
art. 1V, sec. 16 of the state constitution first hired before January 1.1996,
unless the director becomes a member under AS 39.38.110(b);

(C) may include employees of the division of marine

transportation excluded under (B)(v) of this paragraph if

(i) the State of Alaska formally agrees to their inclusion
through the process of collects ¢ bargaining; and

(if) no collective bargaining agreement has the ctfcct of
obligating contributions made by the state under AS 39.30.150 in the
event the state resumes participauon in the federal social security system:
(8) “plan" means the defined contribution retirement plan established

under this chapter.

CSSB 44 )
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(A) created by the constitution or laws of the state for the purpose
of administering state programs;
(B) whose officers and employees arc paid by a method other than
by the state payroll prepared by the Department o f Administration; and
(C) whose employees arc not required by law to participate in the
plan;
(10) "qualified domestic relations order" has the meaning given in

AS 39.35.680.
» Sec. 16. Section 7, ch. 26. SLA 1986. as amended by see. 7. ch. 104, SLA 1989, is

further amended to read:

See. 7. INDEBTEDNESS ON REEMPLOYMENT. If a participant in the
retirement incentive program is rccmploycd as a member of the Public Employees'
Ret'rement System under AS 39.35, the optional university retirement program under
AS 14.40.661 - 14.40.799. ihe. defined contribution retirement plan under
AS 39.38. or the Teachers' Retirement System under AS 14.25 after appointment to
retirement under the program, the participant loses the incentive credit received under
sec. 5 (., 0f this Act and is indebted to the system. The amount of the indebtedness
is equal to 110 percent of the amount the participant received as a result of
participation in the program for which the participant was not otherwise entitled, in-
cluding the cost of health insurance. The participant is entitled to a credit to be
applied jgainst the reemployment indebtedness in the amount the participant has paid
under see. 5 (d) of this Act. Interest accrues on the indebtedness at the rate established
by regulation from the date of reemployment until the member is appointed to
retirement and accepts an actuarial adjustment to the member s furure benefits or until
the amount is paid in full,

» See. 17. Section 9(a), ch. 89. SLA 1989. as amended by see. 6. ch. 18. SLA 1990. is
amended to read.

(a) If a participant in the retirement incentive program is rccmploycd as a
member of the public employees retirement system under AS 39.35, |OR| the teachers'
retirement system under AS 14 W orJht .dcfifigLcQDtributlon retirement plan
UUdcJL.VS. after appointment to retirement under the retirement inccnlive
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program, ihc participant loses the incentive credit received under sec. 2(g) of this Act
and is indebted to the system. The amount of die indebtedness is equal to 110 percent

—_—

m

3 of the amount the participant received as a result of participation in the program to
4 which the participant was not otherwise entitled, including the cost of health insurance.
5 The participant is entitled to a credit to be applied against the reemployment
6 indebtedness in the amount the participant has paid under see. 2(e), (0, and (i) of this
7 Act. Interest accrues on the indebtedness at the rate established by regulation from the
8 date of reemployment until the member is appointed to retirement and accepts an
9 actuarial adjustment to the member's future benefits or until the amount is paid in full.
10 *See. 18. FINDINGS AND PURPOSE AS TO SECS. 18 - 32. The State of Alaska and

i1 many local governments and school districts arc facing the need to restructure their operations
I and their work forces in order to reduce expenditures and balance budgets. Retirement and
13 separation incentives arc management tools that have been used extensively by the private
14 sector, the federal government, and other state and local governments across the country. The
15 purpose of sees. 18 * 32 of tins Act is to make these management tools temporarily available
16 to the state and to the municipalities and school districts of the state. Sections 18 « 32 of this
17 Act will enable these entities to be more efficient and cost-effective by eliminating certain
IS noncsscntial positions, and producing a net reduction in personnel costs.
19 * Sec. 19, RETIREMENT INCENTIVE PROGRAM, (a) An employer may adopt a
20 retirement incentive plan under sees. 20 « 23 of this Act as appropriate, and designate
21 catcgor.es of employees eligible to participate in that plan. An employer need not extend the
incentive plan to all employees who would otherwise be eligible, but may choose to extend

23 the plan only to employees
24 (1) in specific budget or administrative components of the employer:

25 (2) in specific job classifications;

26 (3) in specific geographic locations: or

21 (4) on the basis of any combination of factors under (1) + (3) of this

28 kubsection.

29 (b) An employee is eligible to participate in a retirement incentive plan unucr sees
30 18 « 32 of this Act only if the

31 (1) employee is a vested member of the public employees' retirement system

I Vi T [
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or the teachers' retirement system;
(2) employee will be qualified to retire under AS 14.25.110 or AS 39.35.370
after receipt of the credit described in (0 of this section;
(3) savings to the employer in personal services costs for the employee's
1 position will exceed the costs to the employer for that position within three years after the
I employee is appointed to retirement.
(c) An employer shall file its proposed retirement incentive plan with the
commissioner of administration. The commissioner shall approve the plan if the plan meets
| the requirements of sees. 18 « 32 of this Act, except that the commissioner may approve a
: -tatc agency’s retirement incentive plan only if the office of management and budget approves
the calculation of savings under (b)(3) of this section. A proposed pian filed under this
section must
(1) identify job classifications of employees, and specific budget or
administrative components, eligible to participate in the plan;
t2) include a reimbursement agreement that
(A) requires the employer, for each employee who retires under the
plan.  reimburse the appropriate retirement system, within three years after the end
of the fiscal year in which the employee is appointed to retirement, in an amount equal
to
(i) the actuarial equivalent of the difference between the benefits
the participant receives alter the addition of the credit under (f) of this section
and the amount the participant would have received without the credit, less the
amount the participant has paid on the indebtedness determined under (d) or <c)
of this section; and
(i) an appropriate share of the administrative costs of the
program; and
(B) provides that contributions from the employer under this section
take priority over other obligations of the employer to the maximum extent permitted
by law.
(d) A member of the teachers' retirement system who participates in an approved
retirement incentive plan under secs. 18 « 32 of this Act is indebted to that system for an

17, CSSB < )
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amount calculated under this subsection. The indebtedness is 25.95 percent of the member’s
actual compensation for the school year in which the member terminates employment, or the
calculated school year compensation for a member who works less than the entire school year.
An outstanding indebtedness at the time a member is appointed to retirement under an
approved retirement incentive plan requires an actuarial adjustment to the benefits payable to
that member.

(e) A member of the public employees' retirement system who participates in an

approved retirement incentive plan under secs. 18 - 32 of this Act is indebted to that system
for an amount calculated under this subsection. The indebtedness is 22*1/2 percent for a
peace officer or fire fighter, and 20-1/4 percent for other members, of the member's actual
annual compensation for the year in which the member terminates employment, or the
calculated annual compensation for a member who works fewer than 12 months. An
outstanding indebtedness at the time a member is appointed to retirement under an approved
retirement incentive plan requires an actuarial adjustment to the benefits payable to that
member.
tf) An employee who participates in an approved retirement incentive plan under secs.

18 - 32 of th.s Act receives a credit of three years. The three years must be applied in the
following order until exhausted:

(1) to meet the age or service required for eligibility for normal retirement
under AS 14.25.110 or AS 39.35.370. as aopropnatc;

(2) to meet the age required for early retirement under AS 14.25.110 or
AS 39.35.370. as appropriate;

(3) to reduce the actuarial adjustment required for early retirement under
AS 14 25 110 or AS 39,35.370. as appropriate;

(4) as years of credited service for calculating retirement benefits.

<g) In this section,
(1) "deportment" means

(A) a principal deportment of the executive branch of state government;

an independent state entity that is attached to a pnncipil department of the cxccutise
branch for administrative purposes but that is not a public organization as defined in
AS 39.35 650 is part of that department for purposes of this paragraph, and
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(B) ihc Office of ihc Governor;

(2) ‘employer" has the meaning given in AS 14.25.220 and AS 39.35.680 and

includes a department.

» See. 20. AUTHORIZATION FOR STATE EMPLOYEE RETIREMENT INCENTIVE,
(a) A state agency may adopt, and file with the commissioner of administration for approval,
a proposed retirement incentive plan for its employees.

(b) Upon the request of a state agency, the commissioner of administration shall
establish one or more periods dunng which the employees of that state agency who arc
eligible under see. 19(b) of this Act to participate in a retirement incentive plan may apply to
the commissioner of administratio%;aS Qra icipate in the state agency's approved plan. The
periods shall begin no earlier than July-TT 1995. and end no later than June 30. 1998. The
periods shall be no less than 30 days and no more than 60 days in duration, and may not
begin less than 30 days after their establishment. A state agency is not required to request an
application period, and may request more than one application pcnod.

(c) A proposed retirement incentive plan adopted under this section may not permit
an employee who is the governor, the lieutenant governor, or a commissioner, deputy
commissioner, or assistant commissioner of a pnncipai department of the executive branch to
participate in the plan,

(d) A proposed retirement incentive plan adopted under this section may permit
participation only by an employee who is eligible to participate under see. 19(b) of this Act
and who

(1) has been continuously employed by the state for at least one year before
the employee applies to participate in the slate agency's approved plan;

(2) is a permanent seasonal employee who has been continuously employed
by the state in a permanent seasonal position dunng all of the time in the one year before the
employee s application to participate in which the position normally is filled:;

(3) has ajob sharing agreement with a slate agency in which two or more
employees share a single position identified by a single posiuon control number and in which
the employee who applies to participate in the plan was continuously employed by the agency
during the portion of the one year before the employee s application in which the employee
normally worked under the job sharing agreement; or
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(4) meets 1 combination of the requirements of this subsection.

(e) The commissioner of administration may not accept the application of an employee

to participate in an approved retirement incentive plan adopted under this section unless the
employee will be appointed to retirement not later than the first day of the month that is six
months after the last day of the application pcnod established by the commissioner under (b)
of this section. A state agency, in a plan adopted under this section, may set an earlier date
by which an employee must be appointed to retirement in order to participate in the plan.

* See. 21, AUTHORIZATION FOR RETIREMENT INCENTIVE FOR EMPLOYEES OF
THE UNIVERSITY OF ALASKA, (a) The Board of Regents of the University of Alaska
may adopt, and file with the commissioner of administration for approval, a proposed
retirement incentive plan for university employees.

ib) Upon the request of the Board of Regents, the commissioner of administration
shall establish one or more pcnods during which the employees of the university who arc
eligible under see. 19(b) of this Act to participate in a retirement incentive plan may apply to
the commissioner of administration \, participate in the university's approved plan. The
periods shall begin no earlier than Aiiy-t*. 1995. and end no later than June 3l). 1998. The
pcnods shall be no less titan 30 days and no more than 60 days in duration, and may not
begin less than 30 days after their establishment. The Board of Regents is not required to
request an application pcnod. and may request more than one application pcnod.

(c) The commissioner of administration may not accept the application of an rmployee
to participate in an approved retirement incentive plan adopted under this section unless the
employee will be appointed to retirement not later than the first day of the month that is six
months after the last day of the application pcnod established by the commissioner under (b)
of this section. The Board of Regents, in a plan adopted under this section, may set an earlier
date by which an employee ot the University of Alaska must be appointed to retirement in
order to participate in the plan.

(d) A participant in the optional university retirement program under AS 14.40 661 -
1440.799 who is vested in the public employees' retirement system or the teachers' retirement
system may participate in a retirement incentive plan for that system if the participant meets
the other qualifications of secs IS « 32 of this Act. if a provision of (his subsection is
inconsistent with another provision of law. the provision of this subsection governs
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v Sec. 22. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR OTHER
EMPLOYEES IN THE PUBLIC EMPLOYEES' RETIREMENT SYSTEM, (a) The
governing body of a political subdivision of the state or public organization that has elected
to participate in the public employees’ retirement system under AS 39.35.550 ¢ 39.35.650 may
adopt, and file with the commissioner of administration for approval, a proposed retirement
incentive plan for its employees. A plan adopted under this section must provide tha the
application period for participation in the retirement incentive plan is December 31. 1995
through June 30. 1996.

(b) The commissioner of admimstrauon ma™ o jreept the application of an employee

to participate in an approved retirement incentive plan adopted under this section unless the
employee will be appointed to retirement on or before February 1 1997. The governing body
of the political subdivision or public organization, in a plan adopted under this section, may
set an earlier date by which an employee must be appointed to retirement in order to
participate in the plan.

» Sec. 23. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR OTHER
EMPLOYEES LN THE TEACHERS' RETIREMENT SYSTEM, la) An employer under the
teachers' retirement system who is not otherwise covered by secs. 20 or 21 of this Act may
adopt, and file with the commissioner of administration for approval, a proposed retirement
incentive plan for its employees. A plan adopted under this section must provide that the
application pcnod for participation in the retirement incentive plan is June 30, 1995 through
December 31. 1995,

<bi The commissioner of administration may not accept the application of an employee
to participate in an approved retirement incentive plan adopted under this section unless the
employee will be appointed to retirement on or before August I. 1996. The employer, in a
plan adopted under this section, may set an earlier date by which an employee must be
appointed io retirement in order to participate in the plan.

» Sec. 24. POLITICAL SUBDIVISION OR PUBLIC ORGANIZATION EMPLOYMENT
For purposes of determining the years of service requirements for retirement under
\S 1425.110 or AS 39 35 370. as appropriate, a vested member who is a state employee and
who applies to participate in a retirement incentive plan approved under secs. 18 + 32 of this
Mt may receive credit for employment with a political subdivision or public organization
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before the political subdivision or organization became an employer under the public
employees' retirement system. The member may not receive credit for those years under this
subsection for purposes of determining benefits. If a provision of this section is inconsistent
with any other provision of law, the provision of this section governs.

* See. 25. RECOVERY OF EMPLOYER DELINQUENCIES. To recover a delinquency
owed by an employer other than the state under an agreement entered into under see. 19(c)(2)
of this Act. the Department of Administration may

(1) direct that the amount of the delinquency or a lesser amount be withheld
from any money payable to the employer by a state department or agency and that the amount
withheld be credited to the delinquency: and

(2) bring an action against the employer.

* See. 26. PROVISION .AND AUTHORIZATION FOR ADMINISTRATIVE DIRECTOR
OF COURT, (a) The chief justice of the state supreme court may adopt a retirement
incentive plan for an administrative director of the Alaska Court System who is @ member of
‘he judicial retirement system under AS 22 25.012 if participation in the plan will result in
savings to the court system in personal services costs within three years after the
tommencement of the plan  The administrative director nay participate only if the
idnumstrativc director is vested :n the judicial retirement system and will be qualified to retire
inder AS 22 25.010 after receipt of the retirement incentive. To participate, the administrative
Jirector shall apply to the commissioner of administration to participate in the approved court
>ysicm plan.

th) The court system shall include in the retirement incentive plan a reimbursement
igrcement that requires the court system, for each administrative director of the Alaska Court
System who is retired urdcr the plan, to reimburse the judicial retirement system within three
cars after the end of the fiscal year in which the administrative director is appointed to
ctircment in an amount equal to

(1) the actuarial equivalent of the difference between the henefits the
idmimstrativc director receives a/te; the addition of the credit under (ei of this section and
he amount the participant would have received without the credit, less the total of the amount
he participant has paid on the indebtedness determined under td) of this section: and

(2) at appropnatc share of the administrative costs of the program
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(c) A retirement incentive plan adopted under this section must provide that
contributions from the court system under (b) of this section take priority over other
obligations of the court system to the maximum extent permitted by law.

(d) An administrative director of die Alaska Court System who participates in an
approved retirement incentive plan is indebted to the system. The amount of indebtedness is
equal to 21 percent of the director's jctual annual compensation for the year in which the
director terminates employment to participate in the program, or the calculated annual
compensation for an administrative director who works fewer than 12 months. .An outstanding
indebtedness at the time the administrative director is appointed to retirement under an
approved retirement incentive plan will require an actuarial adjustment to the benefits payable
to the director,

(o) An administrative director of the Alaska Court System who participates in an

approved retirement incentive plan receives a credit of three years that may only be used to
meet the age requirements for normal or early retirement under AS 22.25.010(d).

If) The chief justice of the Alaska Court System may adopt, and file with the

commissioner of administration for approval, a proposed retirement incentive plan for the
administratisc director of the court system who is a member of the judicial rcurcment system.
Upon the request of the chief justice, the commissioner of administration shall establish a
period dunng which an administrative director eligible to participate in the rcurcment incentive
plan of the court system may apply to the commissioner of administration to participate in the
court systems approved plan. The pcnod shall begin no earlier than July-K 1995. and end
no later than June 30. 1998. The pcnod shall be no less than 30 days and no more than 60
days in duration and may not begin less than 30 days after establishment. The chief justice
IS not required to request an application period.

(g) The commissioner of administration may not accept the application of an
administrative director of the court system to participate in an approved retirement incentive
plan adopted ur.der this section unless the administrative director will be appointed to
retirement not later than the first day of the month that is six months after the last day of the
application pcnod established by the commissioner under (0 of this section. The chief justice,
in a plan adopted under this section, may set an earlier date by which an administrative
director must be appointed to retirement in order to participate in the plan
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» Sec. 27. REEMPLOYMENT INDEBTEDNESS; PROHIBITION ON REEMPLOYMENT,
(@)  If an individual is rccmploycd as a member of the public employees’ retirement system
Lunder AS 39.35, the teachers' retirement system under AS 14.25, the judicial retirement system
I under AS 22.25. or the optional university retirement program under AS 14.40.661 - 14.40.799
after appointment to retirement under sees. 18 « 32 of this Act, that individual forfeits the
| incentive credit received under sec. 19(0 or 26(c) of this Act and is indebted to the system
ur der which theindividual took retirement. The indebtedness is 110 percent of the amount
the individual received as a result of participation in a retirement incentive plan under sees,
J8 - 32 of this Act and to which the individual would not otherwise have been entitled,
including the cost of health insurance. The amount that the individual has paid under see.
19(d) or (c) or see. 26(d) of this Act will be applied as a credit toward the reemployment
indebtedness. Interest on the reemployment indebtedness accrues from the date of
reemployment until the date that the individual either is appointed to retirement and accepts
an actuarial adjustment to the individual's future benefits or repays the indebtedness in full.
The rate of interest is that established by regulation for the public employees' retirement
system by the public employees retirement board and for the teachers' retirement system by
the teachers' retirement board.
th) An individual who was appointed to retirement under sees. 18 * 32 of this Act may
not be employed by. or enter into a contract for personal services with, a state agency or the
University of Alaska within the three years after the date of appointment to retirement, except
that

11) the University of Alaska may enter into a personal services contract with
the individual for teaching or research; and
(2) the individual may accept employment with the legislature dunng a

legislative session if the employment is on an hourly basis and docs not entitle the individual
to receive retirement, health, or leave benefits

(c) Notwithstanding the prohibition in (b) of this section, a state agency or the
University of Alaska may enter into a personal services contract with an individual who was
appointed to retirement under secs. 18 ¢ 32 of this Act if the Board of Regents, for the
University of Alaska, or the commissioner of administration, for a state agency, determines
"hat there is a compelling reason to do so because of the individual's specialised or extensive
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experience (hat relates to j particular program or project of (he state agency or university.
However, a state agency may not enter into a contract with an individual under this subsection
if the individual was employed by that state agency at die time of the individual s appointment
to retirement.

* See. 28. SEPARATION INCENTIVE PROGRAM, fa) A state agency may. with the
approval of the director of the office of management and budget, establish a separation
incentive program for its employees. The program may be offered in combination with an
approved retirement incentive plan adopted under sec. 20 of this Act. or may be offered
separately from such aplan. A state agency need not extend an incentive program under this
section to all employees who would otherwise be eligible to participate, but may choose to
extend the program only to employees

(1) in specific budge: or administrative components of the state agency.

<2) in specific job classifications;

(3) on the buu of any combination of (.. rs under ¢!) and i2) of (his
subsection.

*h) A separation incentive payment under this section shall be paid in a lump sum
after the employee s separation from state scnxc. and shall be equal to the lesser of an
amount equaling six months of the employee s base salary, or $25.Q00 However, a state
igerxy 'f the office 'f management and budget may set a tower separation incentive payment
n the state agency s separation incentive program

(C) Cpon (he request of a state agency, the commusionef of administration shall

rvtablish one or more pcnods dunng which the employees of that state agency may apply to
he cotnmivsictver of administration to participate in the state agencysapproved separation
ncentivc program The penols shall begin no earlier than ]uy X* 1995, and end no later than
tune JO. 1998  The persons shail be no less than 30 days and no more than 60 days in
duration, and may not hrgin levs than 30 days after their establishment A state agency is not
exiled to request on application period, and may request nvec than one application period
. the commissioner of administration has established one of more application periods foe a
rate agency under see 20ibj of this Ad. the affixation period or periods established under
hrs subiectscn must ¢ r*.dc with the per. d  pcnods established urder sec 20tb) of this
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(d) A separation incentive program established under this section must provide that
a separation incentive payment to an employee may be made only if

(1) tho employee u a permanent full-time or pcrma.cnt full-time seasonal
employee with at least five years of service with the state; and

(2) the savings to the state agency in personal services costs for the position
occupied by that employee would exceed, in the three yean after the employee separates, the
amount of the separation incentive payment.

(e' If an individual who received a separation incentive payment under this section
subsequently is rccmploycd by a state agency or the University of Alaska within the three
years after the date that the individual received the separation incentive payment, the
individual is liable to the state in an amount equal to 110 percent of the amount of the
separation incentive payment, plus interest at the rate prescribed by AS 45.45.010,
commencing on the date that the individual received the separation incentive payment.

(0 If an employee is eligible to participate in an approved retirement incentive plan
adopted under sec. 20 of this Act.

(1) a separation incentive payment to thai employee may not exceed the
amount that the state agency would be obligated to pay to the appropriate retirement system,
notwithstanding <bl of this section, and

12) the employee may participate in either the separation incentive program
under this section cr 'die retirement incentive plan adopted under sec. 20 of this Act. but not
both

® In this section, "base salary* means the monthly salary paid to an employee under
the applicable collective bargaining agreement. AS 39 27011, or another applicable pay
schedule, and includes geographic differential; if an employee is paid on an hourly basis, the
employees base salary is the employees hourly rate, including geographic differential,
multiplied by the numl  of hours in the employee s regular work week, multiplied by 4 35

 See. 29. OFFICE OF MANAGEMENT AND BUDGET (a) When designating an
employee category for participation in a retirement incentive plan or a separation incentive
program under sees 18 32 of this Act. the executive head of the relevant state agency shall
describe tn detail the expected effect of the pfan or program on the agency s personal services
cost and operation  This financial report must be approsed by the director of rhc office of
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id) A separation incentive program established under this section must provide that
a separation incentive payment to an employee may be nude only if
(1) the employee s a permanent full-time or permanent full-time seasonal
empioycc with at least five years of service with the state; and
(2) the savings to the state agency in personal services costs for the position
occupied by that employee would exceed, in the three yean after the employee separates, the
amount of the separation incentive payment.
te) If an individual who received a separation incentive payment under this section
subsequently is rccmploycd by a state agency or the University of Alaska within the three
years after the date that the individual received the separation incentive payment, the
individual is liable to the state in an amount equal to 110 percent of the amount of the
separation incentive payment, plus interest at the rate prescribed by AS 45.45.010,
commencing on the date that the individual received the separation incentive payment,

(f) If an employee is eligible to participate in an approved rcurcment incentive plan

adopted under sec. 20 of this Act.

(1) a separation mcenuve payment to that empioycc may not exceed the

amount that the state agency would be obligated to pay to the appropriate retirement system,
notwithstanding <h) of this section; and
»2) the employee may participate in either the separation incentive program
under this section or the retirement incentive plan adopted under sec. 20 of this Act. but not
both
g) In this section, base salary' means the monthly salary paid to an employee under
the applicable collective bargaining agreement. AS 39 27011, or another applicable pay
schedule, and includes geographic differential, if an employee is paid on an hourly basis, the
employees base salary is the employees hourly rate, including geographic differential,
multiplied by the number of hours in the employee s regular work week, multiplied by 4 35
» See. 29. OFFICE OF MANAGEMENT AND BUDGET, (a) When designating an
employee category for participation in a retirement incentive plan or a separation incentive
program under vecs IK « 32 of this Act. the executive head of the relevant state agency shall
desenbe in detail die expected effect of the plan or program on ... agency %personal services
cost onJ operation Tins financial report must be approved by the Jucctor of the office of
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management and budget before the commissioner of administration may approve the proposed
| plan or program. The state agency shall report each year to the office of management and

budget on the cost of each employee's participation and the effect on the agency’s personal
j services cost and operation.

(b) The office of management and budget shall submit to die legislature annual reports
on the retirement incentive and separation incentive programs under sees. 18 32 of this Act
beginning January 15. 1997. and continuing through January 15. 1999. and shall submit a final
report January 15. 2000. Each report must provide the information necessary for the
legislature to evaluate the effectiveness of the programs in achieving their objectives. The
report must include, information on the designated employee catcgor.es under the incentive
programs, including the cost of each incentive program per participant, the cost to the state,
the cost to the employee, the annual budgeted amount, by state agency, for the incentives, the
number of positions deleted or left vacant, and the projected or actual net savings over the
three-year penod.

» Sec. 30. PROGRAM CHANGES, (a) An individual employee does not have a vested
or contractual nght to a benefit under secs 1S - 32 of this Act until an agreement is executed
with the administrator that specifically authonzes that employee to participate in the retirement
incentive program under secs. 18 « 32 of this Act or until an agreement is executed with the
commissioner of administration to participate in f>e separation incentive program under Secs.
18 + 32 of this Act. The legislature reserves the nght to change any aspect of either incentive
program as it relates to employees for whom participation agreements have not yet been
executed with the administrator or with the commissioner of administration.

4h) In this section, ‘administrator' means the administrator of the public employees'
retirement system for employees who arc members of that system, and the administrator of
the teachers' retirement system for employees who are members of that system.

» See. 31. REGULATIONS. The comnusaioncr of the Department of Administration may
adopt regulations under AS 44 62 Administrative Procedure Act) to implement and interpret
secs. 18 + 32 of this Act

» Sec. 32. DEFINITIONS (2> L'nleis provided otherwise in sees 18 « 32 of this Act. the
definitions vet out in AS 14 25 220 apply to provisions in sees 19 * 27 of this Act that relate
to the teachers’ retirement system and members of the teachers retirement syucm.
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(b) Unlzss provided otherwise in secs. 18 - 32 of this Act, the definitions set out in
AS 39.35.680 apply to provisions in sees. 19 « 27 of this Act that relate tc the public
employees' retirement system and members of the public employees' retirement system.

(c) Unless provided otherwise in this Act. the definition set out in AS 22.25.900
applies to provisions in sees. 26 and 27 that relate to the judicial retirement system and
members of the judicial retirement system.

(d) In secs. IS - 32 of this Act,

(1) “judicial retirement system" means the retirement system established for
judges and justices in AS 22.25;

(2) "office of management and budget" means the offic. . management and
budget in the Office of the Governor,

(3) "public employees' retirement system" means the Public Employees
Retirement System of Alaska (AS 39.35);

(4) “state agency"

(A) means

0) the legislative branch of state government;

(il the judicial branch of state government;

(ili) @ principal department of the executive branch of state
government; an independent state entity »hat is attached to a principal
department of the executive branch for administrative purposes but that is not
a public organization as defined m /AS 39 35680 is part of that department for
purposes of this clause; and

(iv) the Otficc of the Governor.

(B) docs not include

(1) the University of Alaska;

til) a political subdivision of the state; or

(ill) a public organization as defined in AS 39 35.680.

(5) “teachers' retirement system' means the Teachers' Retirement System of
Alaska (AS 14 25).
o Sec. 33. AS 1425045 is repealed.
» Sec. 34. Sections 19. 20. and 28 of this Act are repealed July 1. 1999,
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* See. 35. Sections 21-24 and 26 of this Act arc repealed July 1, 1997.

Sec. 36. Notwithstanding AS 39.38.020(h), enacted by see. 15 of this Act. until
January 1, 1997. the Alaska State Pension Investment Board may provide fewer than four
investment options for employees. The board shall use its best efforts to provide investment
options to employees in a timely manner.

» See. 37. Notwithstanding AS 39.38.070. enacted by see. 15 of this Act. the legislature
may appropriate and. if appropriated, the director of the defined contribution retirement plan
may spend general fund money for the start*up cist. of the plan.

» See. 38. Sections 18 - 32 of this Act take effect immediately under AS 01.10.070(c).
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IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION
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O fTrrrd :

Referred

Spotuoft*): SENATE FINANCE COMMITTEE
A BILL

FOR AN ACT ENTITLED
"An Act relating to contributions and benefits In the teachers' retirement system
and in the public employees' retirement system; relating to the supplemental
benefits system; relating to retirement Incentive programs for the public
employees' retirement system, the judicial retirement system, and the teachers’
retirement system; relating to separation incentives for certain state employees;

repealing a provision permitting the National Education Association to participate

in the teachers' retirement system; and providing for an effective dale."
BE IT ENACTED BV THE LEGISLATURE OF THE STATE OF ALASKA:

« Section 1. AS 14.25.040*%a) is amended to read:

(a) Unless a teacher or member has elected to participate in the optional

university reuremenl program under AS U 40 661 - 14.40 799. a teacher or member
contr*:ting for service vuth a participating employer is subject to this chapter. &

school board shall, bs resolution, elect whether to particiaak in thc rtduciioflJp
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contributions and benefits enacted bv this Ad and shall inform the administrator
of its decision. For school boards in existence on January 31. 1996. the board
shall inform the administrator no later than February 1, 1996. A school hoard
that comes into existence after January 31. 1996. shall inform the administrator
whether it elects to by a particjpatmg”r nonparticipating employer, A school
board that elrett.tQ partLtionte in-lne reductions mar not later revoke in
participation.

* Sec. 2. AS 14.25.050(a) is amended to read:
(a) A (BEGINNING JANUARY 1. 1991. EACH] teacher who is first hired

on or after March 1. 1996. bv the Department ol Education. thc_Universitv of
Alaska, or @ participatingschooLdisirkt Shall contribute to the system an amount
equal to 5,5 percent of the teacher's base salary accrued from July 1 to the
following June 30. A teacher WhOis fint hired before March 1.1996. or who

hired bv @ nonparticipating school district On or after march 1. 1996. shall
contribute to the system an amount equal to 8.65 percent of the teacher's base salary
accrued from July 1 to the following June 30. The employer shall deduct the
contribution from the teachers salary at the end of each payroll pcnod. The
contnbutions shall be dcJucted from employee compensation hefore the computation
of applicable federal taxes and shall be treated as employer contnbutions under 26

U.S.C. 414th)(2).

» Sec. 3. AS 14 25.070 is amended to read:

See. 14.25.070. CONTRIBUTIONS BY EMPLOYER. For employees first

hires! before March 1. 1996. and for employees hired after that dale br i
nonparticipating school district, an (AN] employer shall contnbutc to the system an
amount equal to the percentage, as certified by the administrator, of the sum total of
the base salanes of all those teachers that is required in addiuon to tcacner
contnbutions to provide the benefits of this chapter for those teachers times the sum
total of the base salanes paid to those teachers by the employer. For teachers first
hired on or after: Mirth 1* 1. by the Depertvent of £ducUed Wk Inlrtrriir
AlaiM - or mprtkfoiting school district, the percentage that the emj(}ﬁrshill
contribute shall be computed under thb seellon with ok dau that anpfka lo dhae

rue iT.Jtlistu r«xrrr -nr aaacxarn?:
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1 teachers,

m . See 4 AS 14.25.110<q) is amended to read:

3 (a) Subject to AS 14.25.167, a member is eligible for a normal rcurcment
4 benefit if the member was first hired

5 (1) (WAS FIRST HIREDJ before July I. 1975, has attained the age of
6 55 yean, and his at least 15 yean of credited service, die list five of which have been
1 mcmbenhip service or is otherwise vested in the system;

: ) on<dter July L 125 and More March 1 17%, or after
9 March 1. 1996. bv a nonpartkipating school district has attained the age of 60 yean
10 and has at least eight years of mecmbenhip service;

I (3) before March 1, 1996, or onor after that date by a
12 nonparticipating school district his attained the age of 60 years, has at leist five
13 yean of mcmbenhip service, and his at least three yean of Alaska BIA service;

14 (4) on or after March 1.1996. bv the Department of Education, the
15 University of Alaska, or participating school districl and

16 IA) has attained the age of 60 yean and has at least five
17 vears of membenhip scnlcc; or

18 IB) the sum of the member's age plus lhe member's years
19 of mecmbenhip service equals or exceeds 85;
20 (5) before March 1, 1996. or onor after that date bv a
21 nonpartlcloating school district and ((4)J his at least 25 yean of credited service,
22 the last five of which have been mcmbenhip service;
23 t6) before March L 1996, or on<r after lhal dal< bv_i
24 nonparticipating school district and ((5)) his at least 20 years of mcmbenhip
25 Service,
26 17)  Dbefore March 1, 1996. 0r on or after Ihil. dalt_br_a
27 nonparticipating school district and 1(6)L has at least 20 yean of combined
28 mcmbenhip service and Alaska BIA service, the last five of which have been
29 mecmh rnhip service, or
30 18) before March L 1996, or onor ifttr Ihtldalc .bY a
31 nonparticipating school district and ((7)) has. for each of 20 school years.
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(A) at least one-half year of membership service as a pan-time
teacher;
(B) one full year of membership service as a full-time teacher;
or
(C) any combination of service qualified under this paragraph.
» See. b, AS 14.25.110(d) is amended to read:

(d) The monthly amount of a retirement benefit for a member who has paid

the full amount of any indebtedness is one-twelfth of the members average base salary
dunng any three school years of membership service multiplied for members first
hired
() before March 1. 1996. or on or after that date bv a
nonporticiDating school districl by
(A) [(!)) two percent of the years of credited service earned
before June 30. 1990, including credited fractional years, and the years of
credited service through a total of 20 years; plus
(B) [(2)) two and one-half percent of the years of credited
service earned after June 30. 1990, that arc more than 20 years of total credited
service; or
(2) on or after March 1.1996. bv the PepurtnKnl of Education, the
I'niversitv of Alaska, or a participating school district by one and one-half Percent
of the 19mn <fcredited serrke
» Sec. 6. AS 14.25.U0(j) is amended to read:

U) For teachers first hired before Mirch_L 19%. or on or.aftcr thatdata
hvaDonPTtldnating school district, an (ANJ actuanal adjustment must be made
to benefits payable under (d) of this section for early retirement. For teachers fig»
hired on or after march L 19%. br the Department of Education, the LniYcniii
o Mufcl TT > nonparticinaling school district, the monthly imount o a
LTI =1 hi™ ™ dm wtild be due under (d) of thfa vcctioc shall be reduced Im
mnlHalTine on»4ialf of one percent times the number of months, lo the neanrt

month, bv which the retirement date 0( the tocher falls ihort of thc dilc.M

"hitii Ok leather rctthgq Wrein of age.
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» Sec. 7. AS 14.25.143(a) is amended to read:

(a) Once each year, the administrator shall increase benefit payments to
| U eligible disabled members;
(2) (. TO] persons age 60 or older receiving benefits under diis system
in the preceding calendar year;
ti) members who were first hired before March 1 1996. or on or
after that date by a nonparticipating school district ( AND TO PERSONS] who
have received benefits under this system for at least eight years and who arc not
otherwise eligible for an increase under this section; and
(4) survivors of members described, in.(3).of this ju bration-whcn
the member and the survivor have together received benefits under this svstem
for at least eight years.

» Sec. 8. AS 14.25.143(b) is amended to read:

(b) The increase in benefit payments applies to total benefit payments except
for the cost-of-living allowance under AS 14.25.142. For members first hired on or
after March 1.... by the Department of Education, the University of rSinha
or a participating school district, the amount of the increase is the lesser of 50
percent of the increase in the cost-of-tiring In the preceding calendar rear or sii
percent. For members first hired before March 1.1996. or on or after that date
hv a nonparticipating school district, the [THE] amount of the increase is a
percentage of the current benefit equal to

(I> the lesser of 75 percent of the increase in the cost of living in the
preceding calendar year or nine percent, for recipients who on July | are at least 65
years old and for members receiving disability benefits; and
(2) the lesser of 50 percent of the increase in the cost of living in the
preceding calendar year or six percent, for recipients who on July | are at least 60 but
less than 65 years oid or for recipients who on July 1 are less than 60 years old but
who have received benefits from the system for at least eight years.

» Sec. 9. AS 14.25.167(a) is amended to read:

(a) Benefits payable under this section arc in place of benefits payable under
AS 14.25.110. 14 25.125. 14 25.155. 14 25.157, 14 25.160. 14.25.162. or 14 25.164.

5 CSSB 14K )
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L'pon tiling an application for retirement with the administrator, or when a disabled
member becomes eligible for normal retirement under AS 14.25.130(c), the member
shall designate the person who is the mcmocr s spouse at the time of appointment to
retirement as the contingent beneficiary. However, if the designation of the spouse is
revoked under (c) of this secuon, the member may designate a dependent approved by
the administrator as the contingent beneficiary or may take normal or early retirement
under AS 14.25.110 or 14.25.125. The administrator shall pay benefits under the
option elected by the member. The member may elect an option that provides that

(1) the member is entiUcd to receive a reduced benefit payable for life,
and. alter the members death, the contingent beneficiary is entitled to receive
payments in the amount of 75 percent of the reduced benefit for life;

(2) the member is entitled to receive a reduced benefit payable for life,
and, after the member's death, the conungcnt beneficiary is cnuilcd to receive
payments in the amount of 50 percent of the reduced benefit for life; or

(3) for members first hired before March 1. 19%. or on or after
that date bv a nonparticipatinf school district, the member is entitled to receive a
reduced benefit payable dunng the joint lifetime of the member and the contingent
beneficiary, and, after the death of either the member or the conungcnt beneficiary, the
survivor is cnutled to receive payments in the amount of 66-2/3 percent of the reduced
benefit for life.

» Sec. 10. AS 14.25.168(d) is amended to read:
(d) A benefit recipient may elect major medical insurance coverage in

accordance wuh regulations and under the following conditions:

(1) a person who is younger than 60 years of age must pay an amount
equal to the full monthly group premium for reuree major medical insurance coverage;

(2) a person who is at least 60 years of age but is younger than 65
years of age must pay an amount equal to one-half ol the full monthly group premium
for retiree major medical insurance coverage;

(3) a disabled member or a person 65 years of age or older is not
required to make premium payments;

(4) a benefit rtciflknl who fint hirrd on or aflcrdylirdit

| trx rxxr MACOTSD/
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imJfvJheikpartmcnLQf.Education.. CniycnilY-pf Alaska, or a participating

school district who is electing maior medical insurance coverage Tor dependents

eligible under (a)(2) or 13J_of this section shall pay the full cost of that insurance.
» See. 11. AS 14.25.220(42) is amended to read:

(42) "vested member" or 'vested teacher means an active member who
has completed either

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

<B) eight years of membership service if the member was first
hired before March 1. 1996. or on or after that date bv a nonparticipating
KhwLriislrirt;

(O five years of membership and three years of BIA service if
the member was Tint hired before March 1.1996. or on or after that drtt
by alunuariidmtipi Khrol district; [OR]

(D) 12 school years of pan-time membership
school years in each of which the member eamed either pan-time or full-time
membership service; at

jK) five years of membership icrrfec if the member  first
hired on or after March 1, 1996. bv the Department of Education.
Cnircnilr of Akika, or a participating Khw i district;

» Sec 12. AS 14.25.220 is amended by adding new paragraphs to read:

(44) "nonparticipating school distnct* means a school distnct that has
chosen under AS 14 25.040(a) not to participate in the amendments to this chapter and
AS 39.35 that reduce retirement contribution rales and benefits;

(45) 'participating school distnct* means a school distnct that has
cho>cn under AS 14 25 040(a) to participate in the amendments to this chapter and
AS 39.35 that reduce retirement contnbution rates and benefits,

» Sec. 13. AS 39 30.150(a) ts amended to read:
*a| In place of contnbutions to the federal social secunty system that would
have been required on bchalf of an employee had (he participating employer belonged
to the social secunty system, the participating employer shall ~ (CONTRIBUTE) an

7, CSSB 1K )
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amount equal to 6.13 percent of the wages of the employee up to the taxable wage
base then in effect in the social secunty system as the employee contribution. This
contribution shall (MUST] he paid into an individual employee annuity account in the
Department of Administration under the terms of the State of Alaska Supplemental
Annuity Plan. For employees who first become members under AS 39.35 (public
employ sl retirement system) before March 1 1996. and for employees of
nonparticipating employers, the employer [THE DEPARTMENT] shall pay 6.13
percent of the wages of the empioycc up to the taxable wage base then in effect in the
social secunty system into the individual employee annuity account established under
this subsection as the employer contribution. For employees who first become
members under AS 39.35 on or after March 1 1996. except for employees of
nonparticipating employers, the percentage that the employer contributes as tho
employer contribution is the percentage that resulti from subtracting th»
percentage of Ihc employer contribution for the employee under AS 39,35.250
from 12.5 percent. This wage reduction shall [MUST] be treated as an employer
contnbution under 26 U.S.C. 414(nh)(2). All costs of establishing and administering
the programs established under AS 39.30.150 *39 30.180 shall [MUST] be paid from
the amounts available in (CONTRIBUTIONS MADE TO] the individual employee
annuity accounts under this section. In this subsection, "nonparticipatini
employer” has In* mining given In AS 39.35.680.
o Sec. 14 AS 39.35.160(a) is amended to read.
(a) A [BEGINNING JANUARY 1. 1987. EACH] peace officer or fire fighter
who is first hired on or after March L1996. other than an employee of a
nonpfUdpaline employer, shall contribute to tho system an amount ecual to Six
pcrct a the petct officer's Or Art nxhter's compemation. A peace offlgtr_gr
flre ftrtiir TTAfl G Snt hired before March L 1996. 0f Who iS an employee ol a
employer, shall contribute to the system an amount equal to "even
and ooe-half percent of the peace officer's or fire fighters compensation Except for
employees of popparticipating rm pbrm . etch (BEGINNING JANUARY 1. 1987.
EACH] other employee who is fInt hired on or Iflcr march 1.1990. shall
contribute to the mtem id gmounl naallaJIT*.and m -hilf ptKMI at Int
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employee’s compensation.  bach other employ*c who is first hired before
March 1. 1996. or on or after that date bv u -onparticipating employer shall
contribute to the system an amount equal to six and three-quarters percent of the
employee's compensation. The contnbutions shall be deducted by the employer at the
end of each payroll pcnod. The contnbutions shall be deducted from employee
compensation before computation of applicable federal taxes, and the contnbutions
shall be treated as employer contributions under 26 U.S.C. 414(h)(2).

* See. 15. AS J9.35.250 is amended to read:

Sec. 39.35.250. CALCULATION OF EMPLOYER'S CONTRIBUTION RATE
(a) An employer shall make contnbutions to the system in amounts determined in
accordance with this section. For the purposes of this section, the past service date for
each employer for employees first hired before March 1. 1996. and for employed
hired on or that date by noppmrtidp>mn« S the entry dale of. dm
employer or December 31, 1972. whichever is later. The past service date for
employee fint hired on or after March 1 1996. other than employees of
nonparticipating employers, is the entrr date of the employer or March 1. 1996.
whichever is later  After December 31. 1972, if amendments to this chapter are
enacted that substantially affect benefits accrued before the effective date of the
amendment, the pxst service date will be changed to December 31 of the year
immediately preceding that in which the amendment is enacted The contnbution rate
for employed fint hired before March 1.J996. and for employees hired on or
after that date by nonparticipating employers, is the sum of the consolidated
employer rate for those employees and the past service rate that applies to tho—
employed. The contribution rale for employm ent hired on or after March 1.
[~ employees of nonptutteioillng employers, is the sum of tin
con—Md— d employer rate for those employed and the past service rate th-
anpile to tho— employee

(b) In (a) of this section, ‘consolidated employer rate* for employed fint

hired before March 1. 1996. and for employed-hired on or after that dalc_hf
nonoarticloatiM employers means the percentage of compensation of all those acuvc
employees in the system which, if paid over the pcnod of their credited service after

‘ CSSB 14* )
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the (THEIR) past service date of those employee and when combined with all
employee contributions from those employees, is sufficient to provide the benefits
earned alter such past service dates. Tins percentage is uniformly determined for all
employers for employees first hired before March 1.1996. and for employees hired
on or after that date by nonparticipaling employers and is applicable to each
employer. The consolidated employer rate for employes first hired on or after
March 1. 1996. other than employee of nonPTticipnUng employers, shall be
«limitd under this subsection with the data that applies to those
cmglQ.YStti
(c) In(a) of this section, ‘past service rate" for employees first hired before
March 1. 1996. nod for employee? hired on or after.thaldak by noopnrticiMUni
employers means the percentage of compensation of all those active employees in the
system necessary to provide the annual amount required lo amortize the unfunded
obligations of the employer for benefits earned dy those employees before the
employer's past service date over a period not to exceed 40 years. The pcnod of
amortization begins at the past service date of each employer. The percentage is
separately determined for each employer. The oast sendee rate for employees first
hired ON or after March 1.19% . and employees hired on or after that date br
nonpartkiDitipg employers shall be septratdr determined under this subsection
with the data that applka to three cmnloycta.

Sec. 16. AS 39.35.370(a) is amended to read:

la) Subject to AS 39.35.450. a terminated employee is eligible for a normal

retirement benefit

(1) at age 60 with al least five yean credited service; (] or

(2) with at least 20 yean of credited service as a peace officer or fire
fighter foe peace officers or Are fighten fint hired before March L 1996. or hired
on or after that dale by a nonParticipating cmcteYtfl (. OR]

(3) with it lent 25 vein of creditedx rrkim a. ... Qflktr.ar
fire fighter for peace officers and flrt flthten fInt hired on or ifUr March 1
19%. other then enloyess of ponpirtidMani enployers

[Al' with at least 30 yean of credited service for all other employees tf

CSSB 14* ) 40
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1 the employee was first hired before March 1 1996. or if the employee was hired
: on or after that date bv n nonpartidpnting employer; or
3 <) with a combination of age nnd yean of credited service ctiual
liter than 85 %
5« Sec. 17. AS 39.35.370(b) is amended to read:
6 (b) Subject to AS 39.35.450, a terminated employee is eligible for an early
retirement benefit at age 55 with al least five years credited service. For employers
8 first hired before March 1. 1996. and for employees hired on or after that date
9 hv nonparticlpnting employers, an (AN) actuarial adjustment must be made to
10 retirement benefits paid under this section for an early rcurcment benefit.
1 employees first hired on or after March 1. 1996. other than employees of
12 nonpirtkipating employers, the monthly amount of a retirement benefit that
13 would be due under (c) of this section shallbe reduced by multiplying nn*.h«ir
14 of one percent times the number of months, to the nearest month, bv which the
15 retirement date of the employee falb short of the date that the employee reaches
16 bop frfl
17« See. 18. AS 39 35.370(c) is amended to read:
18 (c) For cmptovffl Onl hiad <mgr after Marsh I» other than for
19 employees of nonpartlcigitiiir-employers Ihc monthly amount of a. retirement
20 benefit is one and ONE-half percent of the average monthly compensation times the
20 f vears of credited service. The monthly amount of a retirement benefit for a peace
22 officer or fire fighter first hired before March 1.1996. and for a peace officer or
23 fire fighter hired on or after thal date by a nonpartidgating employer, is two
24 percent of the average monthly compensation times the yean of credited service
25 through 10 yean, plus two and onc half percent of the average monthly compensation
26 times the yean of service over 10 scan. For all other employees first hired before
21 March 1.1996. and for other tmpkrcq gfnonpurticiiatinr tmplortn fint hind
28 on or after that date, it is
29 (1) two percent of the average monthly compensation times all yean
30 of service hefore July 1. 1986. and for yean of service through a tou.l of 10 yean:
31 plus
ol1* CSSB 14K )
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1., two and one-quarter percent of the average monthly compensation
tunes all years of service after June 30. 1986. over 10 years of total service through
20 yean, plus

(3) two and one-half percent of the average monthly compensation
times all yean of service after June 30. 1986. over 20 years of total service

» See. 19, AS 39 35450(a) is amended to read
(a) Benefits payable under this section on: in place of benefits payable under

AS 3935370, 39.35385. and 39.35.460. Upon filing an application with the
administrator or when a disabled employee first anarns eligibility for normal retirement
under AS 39 35400(0 or 39 35 410(h). the employee shall designate the person who
is the employee s spouse at the time of appointment to retirement xs the contingent
beneficiary  However, if the designation of the spouse is revoked under (c) of this
secuon. the employee may designate a dependent approved by the administrator os the
contingent beneficiary or may take normal or early retirement under AS 39 35 370 or
39 35 385 or a level income option under AS 39 35460 The administrator shall pay
benefits under the option clevted by the employee  The employee may elect an opoon
that provides that

(1) the employee is entitled to receive a reduced benefit payable for
life. and. alter the employee s death, the contingent beneficiary is cniitlcd to payments
in the ;mouni of 75 percent of the reduced benefit payable for life.

>2) the cmplovee is entitled to receive a reduced benefit payable for
life. and. after the employee s death, the contingent bcnefician s entitled to receive
payments in the amount of 50 percent of the reduced benefit payable for I*'c.

<3 fgiLcmfitartn fin | -blrt brffifiMinh JL gf hind anat
a&CLAhaLdJULMILJiaafild” tmgtom,  employee is entitled to receive
areduced benefit payable dunng the joint lifetime of the employee and the contingent
beneficiary. and. after the death of cither the employee or the contingent beneficiary,
the sumvor is entitled to receive payments tn the amount of 66 ?/) percent of the
reduced benefit payable for life

» See. 20. AS 39 35460 is amended to read
Sec 3935460 LEVEL INCOME OPTION EgtAnné& fettgjQnLhknl

cXsu AM |
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before March 1. 1996. or hired on or afltiHhal dalc.biLa nonDarlkipaling
employer, if (IF] ihc payment ol a rcurcment pension begins before age 65. the
amount of pension payable ocforc and after that age may be adjusted so that an
increased amount will be pard before the time that full social security benefit* become
available and a reduced amount after that time, so that the employee may receive a
more level income for life  The aggregate value of all adjusted payments may not
exceed the actuarial equivalent of the value of the pension otherwise payable to the

employee.

o See. 21. AS 39.35 475(a) is amended to read:

(a) Once each year the administrator shall increase benefit payments to

ID eligible disabled members;

12 (+ TOI pcrwns age 60 or older receiving benefits under this system
in the preceding calendar year;

(3) members who »crc first hirtsl befog M archi. Qr who
were hired on or after that dite br 1 DO im iflkifltllll tmplonr. (AND TO
PERSONS) who have received benefits under this system for at least fisc yean tad
who are not otherwive eligible for an increase under this section; ano

(4> sxin.von of members described in (3) of this subsection when
the member and the sundvor ha*t together reeled benefits under this system

for at kart Are lean

« See. 22. AS 3935475(h)m amended to read

(b) The increase in benefit payments applies lo total benefit payments except
for the cost-of living allowance under AS 3935 4H0 For members first hired on Of
after March L other than anoktm <AaD0ngarthom nfemplom. e
nnen o oo At toman hi ptrtcattn ? (lhg QLrral barfli rautllo . Imm
al 30 —re t al the incrrase In the coat of IHNQ 1a the preceding calendar year
y sti ptmal For mrmbcn first hired before March 1. l«m. or hired 00 or
aflrr Ifax dlUJauurenPTlklpalfni rmflkrer. Loc (TIfEI am Hint of the increase
ti a percentage of the current benefit equal to

(1) the lesser of 75 percent of the increase in the cost of living in the

preceding calendar year or nme percent, for recipients who on July | are at least 65

LV CSSB 14* )
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scan old and for members receiving disability benefits: and

12) the Icvscr of 50 percent of (he increase in the cost of living in the

preceding calendar year or six percent, for recipients who on July | arc at least 60 but
less than 65 years old or for recipients who arc less than 60 years old on July | but
who have received benefits from the system for at least five years

* See. 23. AS 39.35.535(c) is amended to read:
(c) A Dbenefit recipient may elect major medical insurance coverage in

accordance with regulations and under the following conditions:

(1) a person who is younger than 60 yean of age must pay an amount
equal to the full monthly group premium for retiree major medical insurance coverage;

(2) a person who is at least 60 years of age but is younger than 65
>can of age must pay an amount equal to onc half of the full monthly group premium
lor retiree major medical insurance coverage;

(3) a disabled member or a person 65 yean of age or older is not
required to make premium payments;

»4) a benefit redoknt who te fin* hired on or afar M irth L 1996.
other than a recipient receiving benefit! throuih.a pogpartidpidin emploryr.
who is electing maior medical insurance coverage for dependents eligible under

»ai(2) and (3i of this xcflon jhail pit thc full cw lof.lbal insurant

* See. 24, AS 39.35 is amended by adding a new secuon to read;

Sec. 39 35565. PARTICIPATION IN REDUCED CONTRIBUTIONS AND
BENEFITS A political subdivision or public orgamtation participating in the system
on January 31. 1996. shall, by resolution, elect whether to participate in the reduction
m contributions and benefits enae'ed by this Act and shall inform the administrator of
its decision no later than February 1. 1996. A political subdivision or public
organisation that becomes an employer in the system on or alter Febt -ary |. 1996.
shall inform the administrator whether it has cicited to be a nonparticipating employer.
A political subdivision or public organtration that is an employer in the system that
elects to participate m the reductions may nor later decide to participate in the svstem
as it clisted before amendment by this Act

* Sec. 25. AS 39 35680 ts amended bv adding a new paragraph to read

CSSB H* ) gt
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(411 nonpanicipatmg employer" means a political subdivision or public
organization that is an employer under this system that has chosen under AS 39.35.565
not to participate in the amendments to this chapter enacted in this Act.

- Sec. 26. FINDINGS AND PURPOSE AS TO SECS. 26 « 40. The State of Alaska and
many local governments and school districts arc facing the need to rcstnic urc their operations
and their work forces in order to reduce expenditures and balance budgets. Retirement and
separation incentives arc management tools that have been used extensively by the private
sector, the federal government, and other state and local governments across the country. The
purpose of secs. 26 + 40 of this Act is to make these management tools temporarily available
to the state and to the municipalities and schoal districts of the stale. Sections 26 40 of this
Act will citable these entities to be more efficient and cost-effective by eliminating certain
noncsscntial positions, and producing a net reduction in personnel costs.

» See. 27. RETIREMENT INCENTIVE PROGRAM, (a) An employer may adopt a
retirement incentive plan under secs. 28 - 31 of this Act. as appropriate, and designate
categories of employees eligible to participate in that plan. An employer need not extend the
incentive plan to all employees who would otherwise be eligible, but may choose to extend
the plan only to employees

(1) in specific budget or administrative components of the employer.
(2) in specific job classifications;
(3) in specific geographic locations; or
(4) on the basis of any combination of factors ur/er (1) * (3) of this
subsection.

Ib) An employee is eligible to participate m a retirement incentive pian under sees.

26 + 40 of this Act only if the

(1) employee is a vested member of the public employees- retirement system
or the teachers retirement system:

(2) employee will be qualified to retire under AS 14 25 110 or AS 39 35 370
alter receipt of the credit described in (0 of this section;

(3> savings to the employer m personal services costs for the employees
position will exceed the costs to the employer for that position within three years after the
employee is appointed to tetircment
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(c) An employer shall file its proposed retirement incentive plan with the

commissioner of administration. The commissioner shall approve the plan if the plan meets
the requirements of sees. 26 « 40 of this Act. except that the commissioner may approve a
state agency's retirement incentive plan only if the office of management and budget approves
the calculation of savings under (b)(3) of this section. A proposed plan filed under this
section must
(1) identify job classifications of employees, and specific budget or
administrative components, eligible to participate in the plan;
(2) include a reimbursement agreement that
(A) requires the employer, for each employee who retires under the
plan, to reimburse the appropnatc retirement system, within three years after the end
of the fiscal year in which the employee is appointed to retirement, in an amount equal
{0
(i) the actuarial equivalent of the difference between the benefits
the participant receives after the addition of the credit under (0 of this section
and thr ai. sunt the participant would have re. .ived without the credit, less the
amount the participant has paid on the indebtedness determined under id) or (e)
of this section; and
(i) an appropnatc share of the administrative costs of the
program; and
(B) provides that contributions from the employer under this section
take priority over other obligations of the employer to the maximum extent permitted
by law.
<d) A member of the teachers retirement system wno participates in an approved
retirement incentive plan under sees. 26 - 40 of this Act is indebted to that system for as
amount calculated under this suoscction. The indebtedness is 25 95 percent of the member**
actual compensation for the school year in which the member terminates employment, or use
calculated school year compensation for a member who works less than the entire school year.
An outstanding indebtedness at the time a member is appointed to retirement under an
approved retirement incentive plan requires an actuarial adjustment to the benefits payable to
that member
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(c) A member of (he public employees' retirement system who participates in an

approved retirement incentive plan under sees. 26 « 40 of this Act is indebted to that system
for an amount calculated under this subsection. The indebtedness is 22-1/2 percent for a
peace officer or fire fighter, and 20-1/4 percent for other members, of the member s actual
annual compensation for the year in which the member terminates employment, or the
calculated annual compensation for a member who works fewer than 12 months. An
outstanding indebtedness at the time a member is appointed to retirement under an approved
retirement incentive plan requires an actuarial adjustment to the benefits payable to that
member,
(0 An employee who participates in an approved retirement incentive plan under sees.
26 * 40 of this Act receives a credit of three years. The three years must be applied in the
following order until exhausted:
(1) to meet the age or service required for eligibility for normal retirement
under AS 14 25.110 or AS 39 35.370. as appropriate:
(2) to meet the age required for early retirement under AS 14 25.110 or
AS 39 35.370, as appropnatc:
(3) to reduce the actuanal adjustment required for early retirement under
AS 14 25.110 or AS 39 35.370. as appropnatc;
(4) as yean of credited service for calculating reurement benefits,
ig) In this secuon.
(1) 'department'means
(A) apnncipal department of the execuuvc branch of state government;
an independent state entity that is attached to a principal department of the execuuvc
branch for administrative purposes but that is not a public organizauon as defined in
AS 39.35.680 « part of that department for purposes of this paragraph; and
IB) the Office of the Governor:
(2) ‘employer

(A) for purposes of a retirement mcenuve plan under AS 14 25. means

the Board of Regents of the University, the Department of Education, or the Regional

Resource Center, and
<B) for purposes of a retirement incentive plan under AS 39 35. has the
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meaning given in AS 39.35.680 and includes a department.

» See. 28. AUTHORIZATION FOR STATE EMPLOYEE RETIREMENT INCENTIVE,
la) A state agency may adopt, and file with the commissioner of administration fcr approval,
a proposed retirement incentive plan for us employees.

(b) Upon the request of a state agency, the commissioner of administration shall
establish one or more pcnods dunng which the employees ol that state agency who arc
eligible under see. 27(b) of this Act to participa. * in a retirement incentive plan may apply to
the commissioner of administration to participate in the state agency's approved plan. The
pcnods shall begin no earlier than June 30. 1995. and end no later than June 30. 1998. The
periods shall be no less than 30 days and no more than 60 days in duration, and may not
begin less than 30 days alter their establishment. A state agency is not required to request an
application period, and may request more than one application pcnod.

(c) A proposed retirement incentive plan adopted under this section may not permit
an employee who is the governor, the lieutenant governor, or a commissioner, deputy
commissioner, or assistant commissioner of a pnncipal department of the executive branch to
participate in the plan.

(d) A proposed retirement incentive plan adopted under this section may permit
participation only by an employee who is eligible to participate under sec 27(b> of this Act
and who

(1) has been continuously employed by the state for at least one year before
the employee applies to participate in the state agency's approved plan;

(2) s a permanent seasonal employee who has been continuously employrd
by the state in a permanent seasonal position dunng all of the time in the one sear before die
employeeapplication to participate in which the position normally is filled;

(3) has ajob sharing agreement with a state agency in which two or more
employees slure a single position identified by a single position control number and in which
the employee who applies to participate in ihc plan was continuously cn.plosed by die agency
during the portion of the one year before the employee's application in which the employee
normally worked under the job sharing agreement; or

(4) meets a combination of the requirements of this subsection

tc) The commissioner of administration may not accept the application of an employee
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to participate in an approved retirement incentive plan adopted under this section unless the
employee will be appointed to retirement not later than the first day of the month that is Six
months after the last day of the application pcnod established by the commissioner under (b)
of this section. A state agency, in a plan adopted under this section, may set an earlier date
by which an employee must be appointed to retirement in order to participate in the plan.
(0 A state agency that has adopted a retirement incentive plan for its employees may
not appoint a person to fill a vacant position in a category of position that was included in the
plan until after March’,  1996. unless
(1) the governor submits a notice to the Legislative Budget and Audit
Committee of the intended appointment to the position for the committee s review;
(2) 45 days elapse before the appointment to the vacancy is made unless the
committee earlier recommends that the agency appoint a person to fill the position; and
(3) if. within the 45 days, the committee recommends that the vacancy not be
filled, the governor reviews the request to fill the position and determines to authorize the
hiring, in which case the governor shall provide die committee with a statement of the reasons
for the authonzation before the appointment to the position is made.
) In this section, "committee’ means the Legislative Budget and Audit Committee.
» See. 29. AUTHORIZATION FOR RETIREMENT INCENTTVE FOR EMPLOYEES OF
THE UNIVERSITY OF ALASKA <a> The Board of Regents of the University of Alaska
may adopt, and file with the commissioner of administration for approval, a proposed
retirement incrntive plan for university employees
th) Upon the request of the Board of Regents, the commissioner of administration
shall establish one or more pcnods dunng which the employees of the university who arr
eligible under see. 27(h) of this Act to participate in a retirement inccnuve plan may apply to
the commissioner of admimstrauon to participate in the university s approved plan. The
penods shall legin no earlier than June 30. 1995. and end no later than June 30. 1998. The
periods shall be no less than 30 days and no more than 60 days in duration, and may not
begin less than 30 days after their establishment. The Board of Regents is not required to
request an application pcnod. and may rrqt'cst more than one application pcnod

(c) Tie commissioner of administration may not accept the application of an empioycc

to participate in an approved retirement incentive plan adopted under this section unless the
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employee will be appointed to retirement not later than the first day of the month that is Six
months after the last day of the application period established by the commissioner under (b)
of this section. The Board of Regents, in a plan adopted under this section, may set an earlier
date by which an employee of the University of Alaska must be appointed to retirement in
order to participate in the plan.

<d) A participant in the optional university retirement program under AS 14.40.661 e
14.40.799 who is vested in the public employees’ retirement system or the teachers' retirement
system may participate in a retirement incentive plan tor that system if the participant meets
the other qualifications of sees. 26 + 40 of this Act. If a provision of this subsection is
inconsistent with another provision of law. the provision of this subsection governs.

» Sec. 30. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR OTHER
EMPLOYEES IN THE PUBLIC EMPLOYEES' RETIREMENT SYSTEM, (a) The
governing body of a political subdivision of the state or public organization that has elected
to participate in the public employees’ retirement system under AS 39.35.550 * 39.35.650 may
adopt, and file with the commissioner of administration for approval, a proposed retirement
incentive plan for its employees. Upon the request of the governing body, the commissioner
of administration shall establish one or more pcnods dunng which the employees of a political
subdivision or public organization who are eligible to participate in a retirement incentive plan
may apply to the commissioner of administration to participate in the approved plan. The
pcnods shall begin no earlier than October 31. 1995. and end no later than October 31. 1998.
The penods shall be no less than 30 days and no more than 60 days in duration, and may nor
begin less than 60 days after their establishment. The governing body is not required to
request an application pcnod. and may request more than one application period.

(b) The commissioner of administration may not accept the application of an employee

to participate in an approved retirement inccnuvc plan adopted under this section unless the
employee will be appointed to retirement not later than the first day of the month that is six
months alter the last day of the application pcnod established by the commissioner under (a)
of this section. The governing hody of the political subdivision or public organization, in a
plan adopted under this section, may set an earlier date by which an empioycc must be
appointed to retirement tn order to participate in the plan.

» See. 31. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR EMPLOYEES OF
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REGIONAL RESOURCE CENTERS IN THE TEACHERS' RETIREMENT SYSTEM, (a)
A regional resource center that has employees who arc members of the teachers' retirement
system may adopt, and file with the commissioner of administration for approval, a proposed
retirement incentive plan for its employees. A plan adopted under this section must provide
that the application pcnod for participation in the retirement incentive plan is June 30. 1995,
through December 31. 1995,

(b) The commissioner of administration may not accept the application of an employee
to participate in an approved retirement incentive plan adopted under this section unless the
employee will be appointed to retirement on or before August I, 1996. The regional resource
center, in a plan adopted under this section, may set an earlier date by which an employee
must be appointed to retirement in order to participate in the plan.

» See. 32, POLITICAL SUBDIVISION OR PUBLIC ORGANIZATION EMPLOYMENT.
For purposes of determining the years of service requirements for retirement under
AS 14.75.110 or AS 39.35.370. as appropriate, a vested member who is a state employee and
who applies to participate in a retirement incentive plan approved under secs. 26 « 40 of this
| Act may receive credit for employment with a political subdivision or public organization
" before the political subdivision or organization became an employer under the public
" employees' retirement system. The member may not receive credit for those years under this
subsection for purposes of determining benefits. If a provision of this section is inconsistent
with any other provision of law, the provision of this section governs.

» Sec. 33.RECOVERY OF EMPLOYER DELINQUENCIES. To recover a delinquency
" owed by an employer other than the state under an agreement entered into under see. 27(cX2)
of this Act. the Department of Admimstrauon may

(1) direct that the amount of the delinquency or a lesser amount be withheld
from any money peyafck to the employer by a state department Or agency and that the amount
withheld be credited to the delinquency; and

(2) bnng an action against the employer.

» Sec. 34. PROVISION AND AUTHORIZATION FOR ADMINISTRATIVE DIRECTOR
OF COURT, (a) The chief justice of the state supreme court may adopt a retirement
incentive plan for an administrative director of the Alaska Court System who is a member of
the judicial retirement system under AS 22.25 012 if participation in the plan will result in
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savings to the court system in personal services costs within three years after Ihc
commencement of the plan. The administrative director may participate only if the
administrative director is vested in the judicial retirement system and will be qualified to retire
under AS 22.25.010 alter receipt of the retirement incentive. To participate, the administrative
director shall apply to the commissioner of administration to participate in the approved court
system plan,

(b) The court system shall include in the retirement incentive plan a reimbursement

agreement that requires the court system, for each administrative director of the Alaska Court
System who is retired under the plan, to reimburse the judicial retirement system within three
years after the end of the fiscal year in which the administrative director is appointed to
retirement in an amount equal to

(1) the actuarial equivalent of the difference between ihc benefits the
admmistrauve director receives after the addition of the credit unde, (c) of this section and
the amount the participant would have received without the credit, less the total of the amount
the participant has paid on the indebtedness determined under (d) of this secuon: and

(2) an appropnatc share of the administrative costs of the program,

tc) A retirement incentive plan adopted under this section must provide that
contnbutions from the court system under (b) of this section take prionty over other
obligations of the court system to the maximum extent permitted by law.

(d) An administrative director of the Alaska Coun System who participates in an
approved retirement incentive plan is indebted to the system. The amount of indebtedness is
equal to 21 percent of the directors actual annual compensation for the year in which the
director terminates employment to participate in the program, or the calculated annual
compensation for an administrative director who works fewer than 12 months. An outstanding
indebtedness at the time the administrative director is appointed to retirement under an
approved retirement inccnuvc plan will require an actuarial adjustment to the benefits payable
to the director,

(e) An administrative director of ihe Alaska Court System who participates in an
approved retirement incentive plan receives a credit of three years that may only be used to
meet the age requirements for normal or early retirement under AS 22.25.010(d).

(0 The chief justice of the Alaska Court System may adopt, and file with the
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commissioner of administration for approval, a proposed rcurcment incentive plan for the
administrative director of the court system who is a member of die judicial retirement system.
Upon the request of the chief justice, the commissioner of administration shall establish a
pcnod dunng which an administrative director eligible to participate in the retirement incentive
plan of the court system may apply to the commissioner of administration to participate in the
court system's approved plan. The period shall begin no earlier Uian June 30. 1995. and end
no later than June 30, 1998. The period shall be no less than 30 days and nr more than 60
days in duration and may not begin less than 30 days after establishment. The chief justice
IS not required to request an application period.

() The commissioner of administration may not accept the application of an
administrative director of the court system to participate in an approved retirement incentive
plan adopted under this section unless the administrative director will be appointed to
retirement not later than the first day of the month that is six months alter the last day of the
application period established by die commissioner under (0 of this section. The chiefjustice,
in a plan adopted under this section, may set an earlier date by which an administrative
director must be appointed to retirement in order to participate in the plan.

» See. 35, REEMPLOYMENT INDEBTEDNESS; PROHIBITION ON REEMPLOYMENT,
(@) If an individual is rccmploycd as a member of the public employees' retirement system
under AS 39 35. the teachers' retirement system under AS 14.25. the judicial retirement system
under AS 22.25. or the optional university retirement program under AS 14.40.661 + 14.40.799
after appointment to retirement under secs. 26 « 40 of this Act, that individual forfeits the
incentive credit received under see. 27(0 or 34(c) of this Act and is indebted to the system
under which the individual took retirement. The indebtedness is 110 percent of the amount
the individual received as a result of participation in a retirement incentive plan under secs.
26 « 40 of this Act and to which the individual would not otherwise have been entitled,
including the cost of health insurance. The amount that the individual has paid under see.
27(d) or (c) or sec. 34(d) of this Act will be applied as a credit toward the reemployment
indebtedness.  Interest on the reemployment indebtedness accrues from the date of
reemployment until the date that the individual either is appointed to retirement and accepts
an actuarial adjustment lo the individual's future benefits or repays the indebtedness in full,
The rate of interest is that established by regulation for the public employees' retirement
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system by the public employees' retirement board and lor the teachers' retirement system by

the teachers' retirement board.

ti An individual who was appointed to retirement under sees. 26 « 40 of this Act may
not be employed by. or enter into a contract for personal services with, a state agency or the
University of Alaska within the three years after the date of appointment to rctircmeny”jscepi

(1) the University of Alaska may enter into a personal services contract with

the individual for teaching or rcsearc”/and,

(2) the individual may accept employment with the legislature during a
legi: live session if the employ mentfTsotTan hourly basis/and does not entitle the individual
to receive retirement, health, or leave benefits.

(c) Notwithstanding the prohibition in (b) of this section, a state agency or die

Univc sity of Alaska may enter into a personal services contract with an individual who was
appointed to retirement under secs. 26 - 40 of this Act if the Board of Regents, for the
University of Alaska, or the commissioner of administration, for a state agency, determine*
that there is a compelling reason to do so because of the individual's specialized or extensive
experience that relates to a particular program or project of the state agency or university.
However, a state agency may not enter into a contract with an individual under this subsection
if the individual was employed by that state agency at the lime of the individual's appointment
to retirement,

» See. 36. SEPARATION INCENTIVE PROGRAM, (a) A state agency may. with the
approval of the director of the office of manager ent and budget, establish a separation
incentive program for its employees. The program may be offered in combination with an
approved retirement incentive plan adopted under see. 28 of this Act. or may be offered
separately from such a plan. A slate agency need not extend an incentive program under this
section to all employees who would otherwise be chg blc to participate, but may choose to
extend the program only to employees

(1) in specific budget or administrative components of the state agency.

(2) in specific job classifications;

(3) on the basis of any combination of factors under (I) and (2) of this
subsection
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(b) A separation incentive payment under this section shall be paid ina lump sum
afterthe employees separation from state service, and shall be equal to the lesser of an
amount equaling six months of the employee's base salary, or $25,000. However, a state
agency or the office of management and budget may set a lower separation incentive payment
in the state agency's separation incentive program.

(c) Upon the request of a state agency, the commissioner of administration shall
establish one or more pcnods during which the employees of that state agency may apply to
the commissioner of administration to participate in the state agency's approved separation
incentive program. The pcnods shall begin no earlier than June 30. 1995, and end no later
than June 30. 1998. The periods shall be no less than 30 days and no more than 60 days in
duration, and may not begin less than 30 days after their establishment. A state agency is not
required to request an application pcnod. and may request more than one application period.
If the commissioner of administration has established one or more application periods for a
state agency under see. 28fh) of this Act. the application period or periods established under
this subsection must coincide with the pcnod or periods established under see. 28(h) of this

Act.

id) A separation incentive program established under this section must provide that

a separation incentive payment to an employee may be made only if

(1) the employee is a permanent full-time or permanent full-time seasonal
employee with at least five years of service with the state; and

(2) the savings to the state agency in personal services costs for the position
occupied by that employee would exceed, in the three years after the empioycc separates, the
amount of the separation incentive payment,

(e) If an individual who received a separation incentive payment under this section

subsequently is rcemploycd by a state agency or the University of Alaska within the three
years after the dale that (he individual received the separation incentive payment, the
individual is liable to the state in an amount equal to 110 percent of the jmount of the
separation incentive payment, plus interest at die rate prescribed by AS 45.45.010.
commencing on the date that the individual received the separation incentive payment,

(0 If an employee is eligible to participate in an approved retirement incentive plan
adopted under see. 28 of this Act.
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(1) a separation incentive payment to that employee may not exceed the
amount that the state agency would be obligated to pay to the appropnatc retirement system,
notwithstanding th) of this section: and

(2) the employee may participate in either the separation incentive program
under this section or the retirement incentive plan adopted under see. 28 ot this Act. but not
both.

9) In this section, "base salary' means the monthly salary paid to an employee under

the applicable collective bargaining agreement, AS J9.27.011. or another applicable pay
schedule, and includes geographic differential; if an employee is paid on an hourly basis, the
employee's base salary is the employees hourly rale, including geographic differential,
multiplied by the number of hours in the employee's regular work week, multiplied by 4.35,
» Sec. 37. OFFICE OF MANAGEMENT AND BUDGET, (a) When designating an
employee category for participation in a retirement incentive plan or a separation incentive
program under sees. 26 - 40 of this Act. the executive head of the relevant state agency shall
describe in detail the expected effect of the plan or program on the agency's personal services
cost and operation. This financial report must be approved by the director of the office of
management and budget before the commissioner of administration may approve the proposed
plan or program. The state agency shall report each year to the office of management and
budget on the cost of each employee's participation and the effect on the agency's personal
services cost and operation.
th) The office of management and budget shall submit to the legislature annual reports
on the retirement incentive and separation inccnuvc programs under secs. 26 - 40 of this Act
beginning January 15. 1997. and conunuing through January 15. 1999. and shall submit a final
report January 15. 2000. Each report must provide the information necessary for the
legislature to evaluate the cffccuveness of the programs in achieving their objecuvcs. The
report must include information on the designated employee categories under the incentive
programs, including the cost of each incentive program per participant, the cost to the slate,
the cost to the employee, the annual budgeted amount, by state agency, for the incentives, the
number of posiuons deleted or left vacant, and the projected or actual net savings over th*
three-year pcnod.
» Sec. 38. PROGRAM CHANGES, u) An individual employee does not have a vested
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or contractual right to a benefit under sees. 26 *40 of this Act until an agreement is executed
with the administrator that specifically authorizes that employee to participate in the retirement
incentive program under secs. 26 - 40 of this Act or until an agreement is executed with the
commissioner of administration to participate in the separation incentive program under sees.
26 *40 of this Act. The legislature reserves the nght to change any aspect of either incentive
program as n relates to employees for whom participation agreements have not yet been
executed with the administrator or with the commissioner of administration.

(b) In this section, ‘administrator" means the administrator of the public employees'
retirement system for employees who arc members of that system, and the administrator of
the teachers' retirement system for employees who arc members of that system.

» See. 39. REGULATIONS. The commissioner of the Department of Administration may
adopt regulations under AS 44.62 (Administrative Procedure Act) to implement and interpret
sees. 26 - 40 of this Act.

» See. 40. DEFINITIONS, (a) Unless provided otherwise in secs. 26 - 40 of this Act. the
definitions set out in AS 14.25.220 apply to provisions in sees. 27 - 35 of this Act that relate
to the teachers' retirement system and members of the teachers' retirement system except that
| memployer' docs not include a school district,

th) Unless provided otherwise in sees. 26 « 40 of this Act. the definitions set out in
AS 39.35.680 apply to provisions in secs 27 - 35 of this Act that relate to the public
employees' retirement system and members of the public employees' rcurcment system.

(c) Unless provided otherwise in this Act. the definition set out in AS 22.25.900
applies to provisions in sees. 34 and 35 that relate to the judicial retirement system and
members of the judicial retirement system.

(d) In secs. 26 - 40 of this Act.

(1) “judicial reurement system' means the retirement system established for
judges and justices in AS 22.25;

(2) “office of management and budget* means the office of management and
budget in the Office of the Governor,

(3) 'public employees' retirement system" means the Public Employees’
Retirement System of Alaska (AS 39.35);

(4) "state agency"
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(A) means

(i) the legislative branch of state government;

(i) the judicial branch of state government;

(iif) a principal department of the executive branch of stale
government; an independent state entity that is attached to a principal
department of the executive branch for administrative purposes but that is not
a public organization as defined in AS 39.35.680 is part of that department for
purposes of this clause; and

(iv) the Office of the Governor,

(B) docs not include

(i) the University of Alaska;

(i) a political subdivision of the slate; or

(ii1) a public organization as defined in AS 39.35.680;

(5) "teachers’ retirement system" means the Teachers' Retirement System of

Alaska (AS 14.25).

o« See. 41,
o Sec. 42,
o Sec. 43.
o See. 44,

CSSB HN )

AS 14 25.045 s repealed.

Sections27. 28. and 36 of this Act arc repealed July 1 1999,
Sections29 * 32 and 34 of this Act arc  repealed July 1 1997,
Sections26 * 40 of this Act take effect ~ immediately under AS 01.10.070(c).
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A ’ A
Pagfe-6. lines 15 ml7-?

Delete "A plan adopted under this section must provide that the application period for
participation in the retirement incentive plan is December 31. 1995 through June 30. 1996."

Insen "Upon the request of the governing body, the commissioner of administration
shall establish one or more pcnods during which the employees of a political subdivision or
public organization who arc eligible to participate in a retirement incentive plan may apply
to the commissioner of* A jsuatioji to participate in the approved plan. The periods shall
begm no earlier than Octoberl 13395, anq end no later than October ]7 1/99@ The periods
shall be no less than 30 days and no more than 60 djys in duration, and may not begin less
than 30 days after their establishment. The governing body is not required to request an
applrtation pcnod, and may request more than one application period."

Page 6, line 20;
Delete "on or before February 1. 1997"
Insert "not later than the first day of the month that is six months after the last day

of the application pcr.od established by the commissioner under (a) of this section”
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SENATE FINANCE ff,fgg”leg
COMMITTEE
Amondmoni- Number:
Bill Numbor 3 A JV F
Sponsor/ . r* Palo. ' ...
Logged In 3v: [ [ A

CS FOR SENATE BILL NO. 18< )
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINETEENTH LEGISLATURE + FIRST SESSION

BY

Ofl<r=d:
Hcferrtty:

Sponton«>t SENATE FINANCE COMMITTEE

A BILL
FOR AN ACT ENTITLED
”\n \t relating o a cefined contribution retirerent plan for stale employee*
and for certain erployees of participating mnicipelities. other olitical sudlistsiotw.

and public organizations. and repealing a provision permitting Ihc Nationai

4 Kducation Association t© participate in the teeders* retirement system.”

5

6 |

10
1
12
13
14

BE IT ENACTED BV THE LEGISLATURE OK THE STATE OF ALASKA:

» Section I. AS 39 is amended by adding a new chapter to read:
CHAPTER 38. DEFINED CONTRIBUTION RETIREMENT PLAN
ARTICLE | PLAN ESTABLISHED

Sec 3938010 PLAN ESTABLISHED The Public Employees Retirement
Board sftali establish a defined contribution retirement plan for stale employees first
mred on or alter January |. 1990. in *hich rcttttmem and dcadi bencfils arr pmsided
ihc pun:base ui annuity, contracts a uUscx benefit contracis. either fixed,

satiable, or a combination of fucd and variable
Sec 39380W DLTIES OF THE RETIREMENT BOARD AND THE

I SSH W
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INVESTMENT BOARD, (a) The retirement hoard shall

U) provide for the admimstrauon of the pian. including procedures for
resolving complaints from participating employees:

(2) establish policies for the proper operation of the plan and carry on
other activities necessary to implement this chapter;

(3) take other actions required to ensure that the plan qualifies under
the Internal Revenue Code as a qualified plan or nonqualified plan or both.

fo) The Alaska State Pension Investment Board established under
AS 37.10.210 is the fiduciary of the fund. The investment beard shall designate at
least four investment options for employees. The investment board shall select the
companies or other entities to which payment of the contributions required by this
chapter may be made, after considering the

() nature and extent of the nghts and benefits that the contracts witL
provide to employees who participate and to their beneficiaries:

<2, relation of the contractual nghts and benefits to the contr,buncos
to be made under this chapter.

(3) suitability of the contractual rights and benefits to the needs and
interests of participaung employees and to the interest of theemployer tn the
employment ar.d retention of employees; and

(4) abilir/ of the designated company or other entity io provide nghts
and benefits under the contracts: .

15) requirements ot ihc internal Revenue Code for remaining a qualdfert-’
plan or nonqualified plan or hoth.

Sec. 3938030 DIRECTOR. The administrator of the public employees'
retirement syttcm shall serve as director of the plan.

Sec. 3938040 REGULATIONS. The board may adopt regulations to
implement this chapter under the procedures set out m AS 39 35 0*2.

Sec. 3938 050. DUTY OF EMPLOYERS TO FURNISH RECORDS. Each-
employer shall furnish the director with record*, concerning the pcnods of service.
di.*rof birth, compenudoti. new entrants into s-roce. death, withdrawals. ... other™
employee daa necessary for the proper and effective operation of the plan

CSSB 10t ) b
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See. 39.38.060. ATTORNEY GENERAL. The attorney general of ihc stale
is the attorney for the plan and shail represent it in a legal proceeding.

Sec. 3938.070. ADMINISTRATIVE EXPENSES. Expenses of the plan shall
be paid from employer and employee contnbutions to the pian in proportion to the
amount of the comnbuuon.

ARTICLE:. PARTICIPATION.

See, 39.38.100. PARTICIPATION, (a) An empioycc of the state first hired
on or after January |. 1996. shail be included in the plan upon commencement of
employment with the state. Unless the empioycc has elected to participate in the
optional university retirement program, or was first hired before January 1, 1996, an
employee of a political subdivision, including a school distnct. regional educational
attendance area, and te University of Alaska, or a public organization that becomes
an employer shail be included in the plan on the effective date of the employer's
participation or the date of the employee's commencement of employment ‘with the
employer, whichever is later, if the employee is in a position that the employer has
designated to participate m the plan.

(b) Inclusion m the plan is a condition of employment for a state employee
first hired on or after January 1. 1996. and for an employee designated by another
employer to participate :n the plan except as otherwise provided for an elected official
and for an employee of the university who has elected to participate in the optional
university retirement program.

See. 3938.110 ADMINISTRATIVE DIRECTOR OF COURTS, (a) An
administrative director of the Alaska Court System first hired on or after January |.
1996. .a a member of the pian,

th) An administrative director who was hired before January I. 1996. and who
withdraws from the judicial retirement system under AS 22.25012 on or after
January |. 1996. may participate :n the plan

Sec. 39.38.120. PARTICIPATION OF ELECTED OFFICIALS <J| Service
as an elected official with an employer con unites employment as a member in the
plan as long as the elected official has o< filed a written waiver of coverage with the
director. Unless revoked, a waiver under this subsection waives coverage of future

>**
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employment as an elected official, regardless ot any change of employer. An elected
official may file a waiver under this subsection at any time after election to office,
including the pcnod hefore taking the oaih ct office. An elected official m-. revoke
a waiver under this subsection by filing a wnttcn revocation with the director. A
revocation under this subsection operates prospecnvcly only, and the elected official
may not participate :n the plan for service as an elected official while the waiver was
in effect. There is no limit on the number of times an elected official mav file a
waiver or revocation under this subsection.

(b) An elected official included in the plan and that person's employer arc
liable for contnbutions whenever that person :s an elected official unless a waiver of
coverage under (a) of this section is in effect.

ARTICLE 3. CONTRIBUTIONS. RIGHTS. AND 3ENEFITS.

Sec. 39.38.200. EMPLOYMENT CONTRIBUTIONS MANDATORY.
Contnbutions of employees shall be made by payroll deductions. Every included
empioycc is considered to consent to payroll deductions. It is of no consequer.ee that
a payroll deduction may cause the compensation paid in cash to an employee to he
reduced below the minimum required by law.  Payment of an employee's
compensation, less payroll deductions, is a full and complete discharge and satisfaction
of all claims and demands by the employee reianng to remuneration of services dunng
the penod covered by the payment

See. 59.38.220 CONTRIBUTIONS, (a) An employer shall comnfcute on
behalf of each employee participating :n the plan an amount equal to 7.5 percent of
the employee s compensation payaolc at the end of each payroll pcnod

Ib) An employee panicipatmg in the plan shail contr.buic to the plan an
amount equal to 7.5 percent of the employee s compensation. The contnbutions -.hall
be deducted by the employer a: the end of each payroll pcnod The contnbutions dull
be deducted from employee compensation before compilation of applicable federal
taacs. and the contnbutions shall be treaicd at employer contnbutions under 26 U.S.C.
414ih)(2) (Internal Revenue Cede)

(c) Contnbutions vest on receipt by the plan director.

(d) The director of the plan shall pay the contnbutions required by this secuon

Y
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1 to ihc company or companies selected by the employee for the benefit of the
employee.

3 Sec. 39.38.220. BENEFITS. Payment of benefits to participants of the plan
4 is the responsibility of the company or companies designated by die investment board
5 and is not the responsibility of the investment board, the retirement board, or the
6 employer. The benefits arc payable to participants or beneficiaries of participants in
/| accordance with the terms of the annuity contract or contracts and benefit contractor
S contracts.

9 Sec. 39.38.230. RIGHTS UNDER QUALIFIED DOMESTIC RELATIONS
10 ORDER. A former spouse shall be treated as a spouse or surviving spouse to the
1l extent required by a qualified domestic relations order. Rights under the order do not
12 take effect until the order is file Lwith the director,

13 See. 39.33.240. SAFEGUARD OF EMPLOYEE FUNDS HELD BY THE
14 PLAN. Employee contributions and other amounts held in the plan arc exempt from
15 Alaska state and local taxes. .Amounts held on behaif of. or payable to. any employee
16 or other person who is or may become digit!c for benefits under the plan are not
17 subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or
1S charge of any kind, either voluntary or involuntary, before being received by the
19 person entitled to the amount under die terms of the plan. An attempt to anticipate,
20 alienate, sell, transfer, assign, pledge, encumber, charge, or otherwise dispose of a nght
2 to amounts held under the plan is void. However, an employee's right to receive
wm benefits may be assigned under a qualified domcsuc relations order.
23 Sec. 39.33.250. EXEMPTION OF EMPLOYEE FUNDS AND BENEFITS.
24 Employee contributions and other amounts held in the plan and retirement benefits
25 payable under the pian arc exempt from levy to enforce the collection ot a debt as
26 piovided in AS 09 38 mkemptionsj.

mé ARTICLE 4 POLITICAL SUBDIVISIONS AND PUBLIC ORGANIZATIONS.

28 See. 39 38J<W. REQUEST TO PARTICIPATE, (a) A municipality or other
29 political subdivision of the state may request to oecomc an employer in the plan. The
30 request shall be made after adoption cf a revolution by the legislative body of the
3 political subdivision and after approval of the resolution by the person required by law

CSSB 14+ )
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to approve it. A certified copy of the resolution shall be filed with the director. If the
director approves the request for participation, the political subdivision is an employer
of the plan.

(b) A public organization may request . become an employer in the plan.
The request shail be made after adoption of a resolution by the governing body of the
public organization. A certified copy of the resolution shall be filed with the director.
If the director approves the request for participation, the public organization is an
employer of the plan.

Sec. 39.38.310. PARTICIPATION, (a) The effective dale of participation in
the plan by a political subdivision or public organization is the first day of any month
acceptable to the governing body of the political subdivision or public organization and
to the hoard.

1b) The political subdivision or public organization shall designate the
departments, groups, or other classifications of employees eligible to participate in the
plan, and shall agree to make the contributions that are required by this chapter.

(c) The eligible employees of a participating political subdivision or puoiic
organization arc bound by the provisions of this plan and are entitled to the benefits
provided under il

See.  39.38 320. CONTRIBUTIONS AND TERMINATION OF
PARTICIPATION FOR NONPAYMENT, (a) The contributions of an employer that
IS a particspaun; political subdivision cr public organization and the contnbutions of-
ns employees shall be transmitted to the director as soon as practicable alter the close
of the payroll pcnod for which the contnbutions arc made. If the employer is
delinquent in transferring the contnbutions for more than 15 days, interest and other
penalties shall be assessed on the outstanding contnbutions at the rate and :n the
amount established by the board.

(b) If the contnbutions axe not transmitted to the director within the 15 days,
the director may grant an extension. If the political subdivision or public organization
IS in default at the end of the extension, participation in the plan is terminated, and the
employer shall be sent notice of termination.

(c) .emulation of an employers participation in the plan docs not bar future

CSSB KW ) s
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participation in the plan by that employer.

Sec. 3938.330. EFFECT OF AMENDMENT OF AGREEMENT, (a) A
political subdivision or public organizauon may request that its participation agreement
be amended. The request may be made only alter adoption of a resolution by the
legislative body of the political subdivision and approval of the resolution by the
person required by law to approve the resolution, or. in the ease of a public organi-
zation. after adoption of a resolution by the governing body of that public organization.
A certified copy of the resolution shall be filed with the director.

(b) Termination of coverage of a department, group, or other classification of
employees docs not bar future coverage of that department, group, or classification.

ARTICLE 5. GENERAL PROVISIONS.

See. 39.38.450. NONGUARANTEE OF EMPLOYMENT. This chapter is not
a contract of -mployment between an employer and an employee, nor does it confer
a right of an employee to be continued in the employment of an employer, nor is it a
limitation of the right of an employer to discharge an employee with or without cause.

Sec. 39.38.460. FRAUD. A person who knowingly makes a false statement,
or knowingly falsifies or permits to be falsified a record of the plan, in an attempt to
defraud the plan, is guilty of a Class A misdemeanor.

Sec. 39.38.990. DEFINITIONS. In this chapter.

(1) "board’ or "retirement boaru" means the Public Employees Retirement
3oard established under AS 39.35.030;
(2) "compensation" means the total remuneration eamed by an employee
for personal services rendered to an employer, and
(A) includes employee contnbutions under AS 39.38.210,
pa; meats far leave that is actually used by the employee, the amount by which
the employee's wages are reduced under AS 39.30 150(c), and any amount
deferred under an employer-sponsored defeme J compensation plan; but
(B) docs not include cost-of-liviug ditTcrmtiak. retirement
benefits, severance pay or other sqarar.on honuses, welfare benefits, per diem,
expense allowances, workers' compe nation payments, incentive cash awards, or
payments for leave not used by the employee whether those leave payments are

7. . cssn AW
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scheduled payments, lump-sum pavments. donations, or cash-ins:;
(3) "director' means the director of the defined contribution retirement

plan under AS 39.38.030;
(4) “elected official™ means a person whose compensation results from
personal services rendered to an employ' r as an elected representative;
(5) 'employer " means the State of Alaslta or a political subdivision or
public organization of the state that participates in the plan;
(61 "investment board" means the Alaska State Pension Investment
Board established under AS 37.10.210;
t?7) "member™ or "employee* means a person who iseligible to
participate in the plan and who is covered by the plan; and
(A) includes an
(i) employee who is employed by an employer, is
receiving compensirion for services, is makirg contnbutions to the plan,
and is not excluded under <B) of this paragraph; and
(if) elected official, if the elected orficial has chosen to
participate under AS 39.38.120; but

<B) docs not include

(i) former members;

(1) persons compensated on a contractual or fee basis;

(ili) casual or emergency workers or nonpcrmar.em
employ ees as defined m .S 39 25.200;

(iv) members of the Alaska teachers' retirement system
under .AS 14 25. the judicial retirement system under AS 22.25. the public
employees reurcmeni system under AS 39 35. the elected public officers'
rcurcment nstem under former AS 39J7, or the optional uaivemcy
retirement program;

(v) employees of the division of marine transportation
engaged in opcranng the stare ferTy system who are covered by a union or
group retirement system to which the sure makes contributions; and

(vi) the admmistrauve director of couits appointed under

r« £ QLAY U rr o nor nwoorrxr:
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1 art 1V, see. 16 of the state constitution first hired before January 1, 1996.
e unless the director becomes a member under AS 39.38.110(b);
(C) may include employees of the division of marine

J

< transportation excluded under (B)(v) of this paragraph if

5 (1) the State of .Alaska formally agrees to their inclusion
6 through the process of collective bargaining; and

/ (if) no coUccnvc hargaining agreement has the effect of
3 obligating contnbutions made hy the state under AS 39.30.150 in the
9 event the state resumes participation in the federal social security system:;

10 (8) "plan™ means the defined contribution retirement plan established
11 under this chapter.

12 (9) "public organization " means an organization or entity

13 (A) created by the constitution or taws of the state for the purpose
14 of administering state programs;

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

17 (O whose employees are not requited by [aw to participate in the
13 plan;

19 (101 "qualified domestic relations order* has the meaning given in
20 AS 39.35.68C

21+ Sec. 2. AS 14.25.040(a) is amended to read:
@ A (UNLESS A TEACHER OR MEMBER HAS ELECTED TO

23 PARTICIPATE IN THE OPTIONAL UNIVERSITY RETIREMENT PROGRAM

24 UNDER AS 14.40.66! - 14.40.799. A) teacher or member contracting for service with

25 a participating employer :s subject to this chapter unless the

26 i1l employer has dceied. to participate in the defined contribution

retirement plan as prodded io leLof this section; or

23 121, teacher or member has elected to participate in the optional

29 university retirement prm m under AS 14.4Q.661 - 14.4Q.799

30 » See. 3. AS 14.25.040(c)-u tmended to read:

3l (c) A state legislator is not entitled to elect mcmbenhip under (b) of this
*e CSSB 14W )
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secuon if the stale legislator is covered for the same penod of .service under the public
employees' retirement system (AS 39.35) fuMhg-dcfincd contribution retirement
system (AS 39J8). An clccuon of membership under th) of this section is retroactive
to the date the state legislator took the oath of office. A state legislator may not
receive membership credit under (b) of this section for legislative service pcrfonncd
before the legislative session during which the state legislator elected membership
under (b) of this section. In order to conunuc in membership service under th) of this
section, the state legislator must cam at least 0.3 yean of mecmbenhip service under
other secuons of this chap;r during each five-year pcnod.

* Sec. 4. AS 14.25.040 is amended by adding a new subsection to read:
(e) A public school distnct may elect to participate in the defined contnbubon

reurcment system under AS 39.38 for tcachen fint hired on or after January 1. 1996.
Employment that is covered by AS 39.38 may not be considered to be credited service
under this chapter. A public school distnct that elects to be covered by AS 39.38 for
tcachcn who arc not membcen of this system may not later elect to return to coverage
under this system.

*Sec. 5. AS 14.25.220(16) is amerced to read:

(16) 'employer' means a public school distnct. the Board of Regents
of the Univcnity of Alaska, the Department of Educauon. [THE NATIONAL
EDUCATION .ASSOCIATION OF ALASKA.] the Regional Resource Ccntcn, or the
state legislature with respect to a state legislator who ciects mcmbenhip under
AS 14 25.040<b) that haa.not elected to participate in the defined contribution
retirement svstem under AS 3938:

“See. 6. .AS 14.25.220(21) is amended to read:

(21) 'mcmbenhip service* means

(A) full or part-time service as a teacher in a public school in

the Temtory or State of Alaska, or both, under the supervision ar.d control of
the Tcmtonal Board of Education or the Department of Education or the
school board of a city, regional educational attendance area, or borough school

distnct rc.tong aa Iht pmon b not part-mating in the defined contribution
retirement rrstem under AS 3Q-33 for that srmct:

. ee. . -lO-
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(B) full-time or pan-time teaching at the University of Alaska
or a full-time administrative position at the University of Alaska that requires
academic standing and that has been approved for inclusion tn the system by
the director so_long,as,the,person is not participating in the defined
contribution retirement svstem under AS 3*U8 for that service:

(Q any pcnod dunng which the teacher receives a disability
benefit under this system or is on an approved sabbatical leave granted in
accordance with AS 14.20.310;

(D) continuous service as a state legislator when performed by
a state legislator who elects membership under AS 14.25.040(b). subject to the
requirements of AS 14.25.040(c);

(E) full-time or part-time service as an employee of the Special
Education Service Agency, subject to the requirements of AS 14.25.047 so long
as. the DersonJs-Jigl gactigpming in the defined contribution retirement
svstem under AS 3938 for that service: or

(F) full-time or part-ume service as an Alaska Native language
or culture expert, subject to the requirements of .AS 14.25.043 w long as the
D noiLis JiQt.paflidpatinf£inJhc defined contribution retirement svstem
&d4*1 AS. 3g-78.tQL .»tai . Kn3tt;

« Sec- 7. .AS 22.25.012fa) is amended to read,;
(a) An administrative director of the Alaska Court System appointed under
art. 1V, sec. 16 of the state constitution is entitled to retirement benefits under
Lli this chapter, if the.admmiMrative director wax first appointed
before January U 174. on the terms and conditions applicaolc to a superior court
judge appointed alter July 1. 1978. except that an administrative director may receive
retirement benefits only with service as administrative director for 10 or more years;
21
12) AS 3?J3.if the admintotnuiyc dirreior firrt ipgqginld an
or after January 1 19%
« Sec. 8. AS 22.25.012(c) is amended to read.

(c) An administrative director fInt hired before Januarr L _15W? *ho

N 11> _ CSSB 14W )
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withdraws t'rem the judicial retirement system under (b) of this secuon is eligible for
membership in the public employees' rcurcrnent system (AS 39.35) and shall receive
credited service in that system for service rendered as administrative director. To be
eligible for membership in the public employees' retirement system under this
subsection, the administrative director must contribute to the public employees’
retirement system

(1) the amount that would have been contributed if the admmistrauve
director had been a member dunng the period of the membership in the judicial
retirement system; and

(2) any contnbutions for service as administrative director refunded
from the public employees’ retirement system at the time the administrative director
became a member of the judicial retirement system.

* See. 9. AS 37.10.390(2) is amended to read:
(2) "retirement systems" means the teachers' rcurcment system, the

judicial retirement system, the Alaska National Guard and Alaska Naval Miiitia
retirement system. lhc .defined contribution retirement plan, and the public
employees' rcrrecment system,

* See. 10. AS 39.25.120(c) :s amended by adding a new paragraph to read:

(24) director of the defined ccntnbuuon rcurcment plan,

*See. 11. AS 39.35.120 is amended to read:

See. 39.35.120. COMMENCEMENT OF PARTICIPATION, (a) An
employee of the stale who fin1 hired before January 1. 1996. shail be included
In this system upon commencement of employment with the state, or on January 1
1961. whichever is later. Unless an employee has elected to participate in the optional
university rcurcment program under AS »40.661 « 14.40.799. an employee of a
poliucal subdivision or public organuuuon that becomes an employer who was first
hired before January 1. 1976, shall be included tn the system on the effecuvc date
of the employer's participation or the date of the employee s commencement of
employment with the employer, whichever ts later.

(b) Inclusion in the system is a addition of employment for an employee who

Vas flrrt-hircd .before January 1. 1996. eaccpt as otherwise provided for an elected

CSSB 147 ) 2
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official and for an employee of the university who has elected to participate in the

optional university rcurcment program under AS 14.40.661 < 14.40.799.

e See. 12. AS 39.35.158 is amended to read:

Sec. 39.35.158. ADMINISTRATIVE DIRECTOR OF COURTS. An
administrative director of the Alaska court system first hired before January 1 1996.
who withdraws from the judicial retirement system under .AS 22.25.012 is eligible for
membership in the system and shall receive credited service in the system for service
rendered as administrative director. To be eligible for mcmbenhip in the system under
this subsection, the administrative director must contribute to the system

(1) the amount the director would have contributed if the director had
been a member dunng the director's period of mcmbenhip in the judicial retirement
system; and

(2) any contributions for services as administrative director refunded
by the system at the umc the director became a member of the judicial retirement

system.

e See. 13. AS 39.35.550 is amended to read:

Sec. 39.35.550. REQUEST BV POLITICAL SUBDIVISION TO
PARTICIPATE AND ADOPTION OF RESOLUTION. A municipality or other
political subdivision of the state mav. before January |. 19<M request to become an
employer in this system. The request shall be made after adoption of a resolution by
the legislative body of the political suodivision and after approval 0f the resolution by
the person required by law to approve the resoluuon. A certified copy of the
resolution shall be filed with the administrator. If the administrator approves the

request for participation, the pol;.:;:ai subdivision is an employer of the system.

e Sec. 14. AS 39 35.560 is amended to read;

See. 39 35 560. REQUEST BY PUBLIC ORGANIZATION TO
PARTICIPATE AND ADOPTION OF RESOLUTION. A public organization may,
before Januar* 1 request to become an employer in this system. The request
shall be made alter adoption of a resolution by the governing body of the public
organization. A certified copy of die resolution shall be filed with the administrator.

If the administrator approves the request for participation, the public organization is

13- CSSB MU )
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an employer of the system.

“ Sec. 15. AS 39.35.680(21) is amended to read:

CSSB 14U

)

(21) wmember’ or ‘employee™

(A) means a person eligible to participate in the system and

who is covered by the system:

(B) includes

(i) active member.

(i) ii xtive member:

(iii) vested member;

(iv) deferred vested member:

(v) non-vestcd member:

(vi) disabled member:

(vii) retired member:

(viii) an elected public officer under AS 39 35.381:

<C) does not include

(i) former members:

(ii) persons compensated on a contractual or fee basis;

(iii) casual or emergency workers or nonpcrmancnt
employees as defined in AS 39.25.200;

(iv) persons covered by the Alaska Teachers Retirement
System except as provided under AS 39.35.131 and 39 35 381. ikpoos
covered by the dc(incd_CQiUribution_retirement plan, or persons
covered by the optional university retirement program;

(v) employees of the division of marine transportation
engaged in operating the stale ferry system who are covered by ; union
or g'oup retirement system to which the state makes contnbutions.

(vi) justices of the supreme court or judges of the court
of appeals or of the supenor or district courts of Alaska.

(vii) the administrative director of courts appointed
under an. IV. sec. 16 of the state constitution unless the director

becomes a member under AS 39 35.158. and

-14.
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1 (viii) members of the elected puoiic officers retirement

2 system (former AS 39.37);

3 (D) may include employees of the division of mannc
4 transportation excluded under (Q (v) of this paragrach provided that

5 (i) the State of Alaska formally agrees to their inclusion

6 through the process of collective bargaining; and

7 (i) no collective bargaining agreement has the effect of

3 obligating contributions made by the state under AS 39.30.150 in the

9 event the state resumes participation in the federal social security
10 system;

I * See. 16. Section 7. ch. 26. SLA 1986. as amended by see. 7. ch. 104. SLA 1989. is

12 further amended to read:

13 Sec. 7. INDEBTEDNESS ON REEMPLOYMENT. If a participant in the
14 retirement incentive program is rccmploycd as a member of the Public Employees’
15 Retirement System unde; AS 39 35. the optional university retirement program under
16 AS 1440.661 - 14.40.799. <k ‘icfljffcd-CQiilributiQn retirement plan under
17 AS 39J8. or the Teachers' Retirement System under AS 14.25 after appointment to
IS retirement under the program, the participant loses :he inccnuvc credit received under
19 see 5 (c) of this Ac: and is indebted to the system. The amount of die indebtedness
20 is equal to 110 percent of the amount the participant received as a resuit of
21 pmticipauon in the program for which the participant was not otherwise entitled, in-
mm cluding die cost of health insurance. The participant is entitled to a credit to be
23 applied against the reemployment indebtedness m the amount the participant has paid
24 under see. 5 (d) of this Act Interest accrues on the indebtedness at the rate established
25 ay regulruon from the date of reemployment until the member is appointed to
26 retirement ard accepts an actuarial adjustment to the member's future benefits or until
1t the amount is paid in full.

23 » Sec. 17. Section 9(a). ch. 89. SLA 1989. as amended by see. 6. ch. IS. SLa 1990. is

29  intended to read:

30 (a) If a participant in the retirement mcenuve program is reemployed as a
31 member of die public employees retirement system under AS 39.35, (OR) the teachers
1S CSSB luu )
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rcurcment system under AS 14.25_Qr the dfQpcd contribution retirement plan
under AS 39J8. alter appointment to retirement under the retirement Incentive
program, the participant loses the incentive credit received under sec. 2(g) of this Act
and is indebted to the system. The amount of the indebtedness is equal to 110 percent
of the amount the participant received as a result of participation in the program to
which the participant was not otherwise entitled, including the cost of health insurance.
The participant is entitted to a credit to be applied against the reemployment
indebtedness in the amount the participant has paid under sec. 2(c), (0, and (i) of this
Act. Interest accrues on the indebtedness at the rate established by regulation from the
date of reemployment until the member is appointed to retirement and accepts an

actuarial adjustment to the member s future benefits or until the amount is paid in full.

e Sec. 18. AS 14.25WS5 is repealed.
e Sec. 19. Notwithstanding AS 3?J8.020fb), enacted by see. | of this Act, unul January 1,
1997, the Alaska State Pension Investment Board may provide fewer than four investment

options for employees. The board shall use its best efforts to provide investment options to

employees m a timely manner.

My > 19rl TOta-uctxtxt,



