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FISCAL NOTE Version: CSHB 156 (FIN)

Revision Date/Time (Note if correction) 
Title

STATE OF ALASKA
1999 LEGISLATIVE SESSION

(H) Publish Date: 5 / 3 / 9 9

Dept. AffecteRevenue
Revenue Operations

Sponsor
Requester

An Act relating to investments by the Alaska BRU ____________ ______________
Permanent Fund Corporation____________Component Alaska Permanent Fund Corporation
House Rules Committee
House Finance Committee

Expenditures/Revenues

Component Serial No. 

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services
Travel
Contractual 3,154.6 6,175.7 6,434.5 6,731.4 7,055.0 7,390.4
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

■ TOTAL OPERATING 3,154.6 6,175.7 6,434.5 6,731.4 7,055.0 7,390.4

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 98,135.0 102,033.8 106,308.8 111,214.6 116,561.2 122,101.6

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other Corporate Receipts 3,154.6 6,175.7 6,434.5 6,731.4 7,055.0 7,390.4

TOTAL 3,154.6 6,175.7 6,434.5 6,731.« 7,055.0 7,390.4

Estimato of current year (FY99) cost: O.C

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: This fisca l note assumes an increase in costs and revenues associated with a 10%
increase in pub lic  equity investments. It is like ly over the 5 ye a r pe riod  o f th is fiscal note that tho 
APFC  w ill use this increased investm ent flexibility in o the r asset types as well, e.g., rea l estate, 
fixed-income, and alternative investm ents such as private equity. The new  investm ents would be 
entered into in o rder to add increm ental value to a very large asset base. Investments with the 
poten tia l to add  significant value may require significant increased costs. A ll new  investm ents w ill 
be rev iew ed by the Board o f Trustees p rio r to implem entation and  presen ted  to the APFC 's  
oversight committee, the Legislative Budget & Audit Committee, fo r review  and comment.

Prepared by 

Division
Peter A. Bushre
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Approved by 
Commissioner Wilson L. Condon
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1 Page 1, line 7 following “may,”
2 Delete “either directly or”

3 Page 4, following line 2
4 Insert ‘TCI and professionally managed”
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Alaska Permanent Fund Corporation
P.O. Box 25500 Juneau, Alaska 99802-5500 

(907) 465-2047

Senator John Torgerson 
Co-Chair, Senate Finance Committee 
Capitol Room 516 
Juneau, Alaska 99811

Dear Senator Torgerson:

I am writing to request tha t you schedule House Bill 156 in the Senate 
Finance Committee at your earliest convenience.

This bill, which would provide increased flexibility investment for the 
Alaska Perm anent Fund Corporation (APFC) Board of Trustees is an 
im portant piece of legislation which could help the state earn an additional 
$300 million per year on average over the next 20 years.

We look forward to testifying in support of this bill a t your earliest 
convenience. Thank you.

With warm regards,

May 10,1999

Director of Communications

c: Byron I. Mallott
Board of Trustees



Alaska State Legislature
REPRESENTATIVE 

GAIL PHILLIPS
Chair

Legislative Budget and Audit Committee

SPONSOR STATEMENT / House Bill 156

“An Act relating to investments by the Alaska Permanent Fund Corporation; and
providing for an effective date” .

The Legislative Budget and Audit Committee (LBAC) is charged v'ith oversight of the 
Alaska Permanent Fund Corporation (APFC). Specific to this IcgLlau jp, AS 24.20.151
(2) under purposes of the Committee reads “holding these agencies (lending or 
investment entities) accountable to statutory intent in their performance by 
recommending, where appropriate, changes in policy to the agencies or changes in 
legislation to the legislature”.

On March 4, the APFC submitted this legislation in draft to LBAC members for their 
review. On March 23, the APFC presented this legislation to the Committee and the 
members present agreed unanimously to introduce it, without revision, in both bodies.

House Bill 156 modernizes the operations of AS 37.13.120, the statutes that set out the 
“legal list” of permissible investments of APFC assets. The revisions requested in this 
legislation are aimed at providing increased investment flexibility, reduced risk, and 
hopefully increased returns for the Permanent Fund.

Specifically House Bill 156 allows the trustees to invest up to 5% of Fund assets to: (1) 
make or retain greater asset class commitments than currently allowed; and /or (2) invest 
in individual securities or instruments that are not expressly permitted. However, the 
legal list approach is maintained and current asset allocations, while modestly expanded, 
remain in place.

The first committee of referral, the House State Affairs Committee, made one amendment 
to HB 156. On page 6, line 20, the limit on owning domestic and nondomestic entities 
was raised from 50% to 55%. The House Finance Committee made one amendment to 
page 6, line 3, and that was leaving the word “own” in place and denying the requested 
change to “acquire”.

As you know, any revisions to APFC investment policy require careful consideration on 
our part, the legislature. On the behalf of the LBAC, I urge members to vote for this 
legislation.

INTERIM ADDRESS

345 W. Sterling Highway. Suite 102B, Homer, Alaska 99603 (907) 235-2921 Fax: (907) 235-4008

SESSION ADDRESS
State Capitol 

Juneau, Alaska 99801-1182 
(907) 465-2689 

Fax: (907)465-3472



Alaska Permanent Fund Corporation
P.O. Box 25500 Juneau, Alaska 99802-5500 

(907) 465-2047

M E M O R A N D U M

DATE: April 2,1999

TO: Representative Gail Phillips
Chair, Legislative Budget & Audit Committee

FROM: Jim K e lly J^  -
Director or Communications

SUBJECT: Bill A nalysis fo r HB 156/SB 115

A ttached  below is a  b ill analysis prepared  for HB 156/SB 115, ((A n  A ct 
re la ting  to investm ents by the A laska  P erm anent F und Corporation; 
a n d  p rovid ing  for an  effective date ” O riginally dra fted  M arch 4, 
1999 by APFC legal counsel R on Lorensen, i t  has been slightly revised  
to conform  w ith  the b ill as approved for in troduction by the 
Legislative Budget & A u d it Committee.

At the Board of Trustees’ request, I have prepared a draft of proposed 
legislation to make a number of technical and other changes to improve and 
modernize the operation of AS 37.13.120, the section that sets out the "legal 
list" of permissible investments of Fund assets. Working within the 
framework of the existing "legal list," the proposed changes are intended to 
provide more internal consistency and greater flexibility for Fund 
investments in light of the tremendous changes in financial markets and 
investment vehicles that have occurred since the list was enacted in the early 
’80’s.

The draft has been prepared in regular legislative drafting style, with 
additions to existing text underlined and deletions shown in square brackets 
and in all capital letters. These changes are summarized, by investment 
category (fixed income, equity, or real estate), below. As appropriate to 
illustrate a particular change, further explanation and/or "real world 
examples" of the effect of a proposal are separately set out in italicized text.



HB 156/SB 115 Bill Analysis
April 2, 1999
Page 2

1. Fixed Income.

(a) Amending paragraph (g)(8)(A) (at page 2, line 24) to 
delete the requirement that short-term domestic promissory notes be 
"of the highest ratings assigned by a nationally recognized rating 
service" and to require, instead, that these notes be "investment 
grade."

"Investment grade" is the quality level required of 
all other debt instruments under the statute, so this 
change will provide for consistency.

(b) Amending paragraphs (g)(7) (at page 2, line 19) and 
(g)(19) (at page 5, line 12) to change the existing reference to "debt 
securities" to "debt instruments."

For many purposes, the terms "debt securities" and 
"debt instruments" are used interchangeably.
However, their formal definitions as set out in 
Barrons’ Dictionary o f Finance and Investment 
Terms are slightly different, with "debt 
instruments" having a somewhat broader scope 
than "debt securities." This change would avoid 
any issue that a particular instrument does not 
qualify as a "debt security" for investment of Fund 
assets. Since the quality of a particular investment 
would still have to be rated investment grade, this 
change would not affect applicable risk 
considerations.

(c) Amending subsection (i) (at page 6, line 23), which 
prohibits investment in bonds on which any regular interest payment 
has been defaulted within the last five years, to substitute "debt 
instruments" for "bonds."

This change would conform the terminology used in 
this provision to the change in terms from "debt 
securities" to "debt instruments" described above at
(b). There is no apparent reason why the restriction 
in investing in debt that has defaulted on interest 
payments should be limited only to bonds.



HB 156/SB 115 Bill Analysis
April 2, 1999
Page 3

2. Equities.

(a) Amending subsection (h) (at page 5, line 29), which limits 
the situations in which the Board may enter into futures contracts for 
the sale of assets held by it, to permit the use of futures contracts to 
implement asset allocation strategies in the Fund’s equity portfolio.

APFC experience has shown that there are a. 
number of situations in which the use of futures 
contracts in furtherance of its asset allocation 
strategies can improve performance in the Fund’s 
equity portfolio. For example, when one of the 
APFC’s managers is holding cash as part of its 
portfolio (either in anticipation of a planned 
purchase of new or additional equities or as the 
result of the liquidation of a part of its portfolio at 
the direction of the APFC), the manager can avoid 
the opportunity cost of not being fully invested in 
equities by purchasing S&P 500 Futures contracts, 
in effect "equitizing" the cash balance until it is 
needed, at which point the S&P 500 Futures would 
be sold. The same benefit from the use of S&P 500 
Futures can alsc be seen on a larger scale when 
realignments in the Fund’s investments are made 
either to implement changes in the Board’s asset 
allocation plan or to bring the Fund’s asset mix 
back within established allocation guidelines.

(b) Amending the first sentence in subsection (i) (at page 6, 
line 3), which establishes a five percent limitation on ownership of 
voting stock of a corporation, to change the word "own" to "acquire" for 
purposes of determining when the percentage limitation is to be 
applied.

As presently worded, the limitation on "ownership" 
might actually come into operation at some time 
after the stock is purchased (acquired) by the Fund, 
thus forcing the Fund to sell a portion of its 
holdings in the corporation, even though the Fund 
satisfied the five percent limit at the time the stock



HB 156/SB 115 Bill Analysis
April 2, 1999
Page 4

was purchased. This could happen, for instance, i f  
a corporation were to buy back and then retire a 
portion of its own voting stock, thereby reducing the 
total shares outstanding and--at the same 
time-effectively increasing the Fund's percentage 
ownership of those remaining shares.

3. Real Estate.

(a) Amending subsection (e) (at page 1, line 5), which 
prohibits the Alaska Permanent Fund Corporation (APFC) from 
boirowing money, to explicitly permit borrowings against real estate 
assets so long as the obligation to repay those borrowings is secured 
and can not be enforced directly against the APFC or the Fund.

In connection with real estate, properly managed 
leveraging may improve the rate of return on the 
Fund’s real estate investments or reduce risk by 
reducing the cash investment in an asset. In 
addition, several title-holding general partnerships 
through which the Fund currently invests in real 
estate have borrowed money in the past, and there is 
some question whether, given the Fund’s status as a 
general partner in those partnerships, those 
borrowings might constitute either borrowings by 
the Fund or a guaranty of the obligations of 
another. The change would address this 
uncertainty by specifically authorizing debt 
financing for a particular real estate investment 
without subjecting any other in vestment of the Fund 
to the risks o f the 6c rowing.

A real world example is the Fiesta Mall in Mesa,
Arizona. A  tenant of the mall requested that the 
mall be expanded to accommodate its square footage 
needs. Although the APFC considered the 
additional investment to be appropriate, one of the 
.APFC’s partners in the property was either unable 
or unwilling to invest more cash in the property.
The only way to retain the tenant was to finance the 
expansion o f the property through debt which was



HB 156/SB 115 Bill Analysis
April 2, 1999
Page 5

incurred in the name of the partnership and which 
was without recourse to the APFC.

(b) Substantially revising paragraph (gV l6) (beginning at 
pages 3, line 27), which deals with limitations on investments in real 
estate. Presently, that provision includes a set of investment 
limitations that apply only to real estate investments in which the 
Fund has invested more than $150 million, one of which is the 
requirement that the Fund not own more than 67% of an investment 
exceeding the $150 million threshold. The existing provision also 
effectively precludes the Fund from acquiring undeveloped real estate, 
even though that real estate offers the opportunity to enhance the 
value of an existing Fund-owned property through expansion.

The proposed amendment eliminates the 67% 
ownership limitation for real estate investments 
that exceed $150 million. This current restriction 
limits the APFC’s ability to negotiate on large 
transactions, since competitors are aware that the 
Fund is limited to 67% ownership. A  real world 
example o f this problem is where the contract of a 
partnership or limited liability company contains a 
“buy-sell” provision in which one of the partners can 
either take fu ll control of an asset or exit the asset by 
picking a price and forcing the remaining partners 
to decide whether to buy or sell at that price. The 
Fund currently owns three assets with total values 
exceeding $150 million. I f  a partner in one o f those 
properties were to exercise a buy-sell option, the 
price it offered might be artificially affected because 
it knows that the APFC could not legally elect to be 
a buyer of more than 67% of that asset.

The amendment also allows the APFC the ability to 
acquire undeveloped real estate tied to an existing 
property in order to enhance that property and/or to 
retain tenants. A  real world example of the problem 
this amendment addresses is where a tenant whose 
business is growing decides that it needs more 
space. The tenant might request that the property 
owner(s) expand the building that it is currently



HB 156/SB 115 Bill Analysis
April 2, 1999
Page 6

renting. Sometimes this expansion can only occur 
by purchasing a neighboring vacant lot and 
constructing a build-to-suit project in close 
proximity to the property. Under the statute as it 
presently reads, the Fund could not acquire the 
vacant lot for that purpose and might lose the 
tenant as a result.

(c) Adding a new paragraph (21) to subsection (g) (at page 5, 
line 19) to authorize the Fund to make real estate investments through 
title holding corporations and “securitization” structures or other 
investment vehicles, so long as the assets owned by the entity in which 
the Fund invests consist predominantly of real estate equity and debt 
investments of a type in which the Fund would otherwise be permitted 
to invest.

This change would address two lingering legal 
questions regarding the permissible contours of the 
Fund’s real estate investment portfolio. First, it 
would make clear that the Fund may hold real 
estate assets indirectly through separate 
title-holding entities or other investment vehicles 
(such as real estate investment trusts-REITs-and  
commercial mortgage-backed securities programs) 
by explicitly authorizing those alternate investment 
forms. Second, it would allow the Fund’s real 
estate portfolio to include pools of real estate assets 
that might contain some foreign properties, so long 
as a. particular pool of assets is predominantly 
made up of U.S. real estate. Currently, because the 
statute limits the Fund to investments in real estate 
located in the United States, the APFC’s REIT  
manager has been advised that it may not purchase 
shares of a REIT which contains even one foreign 
property. This restriction has precluded investment 
in several REITs from which the investment 
manager believes the Fund, could obtain solid 
returns, even though the foreign property holdings 
of those REITs are quite limited.

(d) Amending subsection (i) (at page 6, line 3), which 
establishes a five percent limitation on ownership of voting stock of a



HB 156/SB 115 Bill Analysis
April 2,1999
Page 7

corporation, to make the five percent limitation inapplicable to 
interests in real estate title-holding corporations, REITs, and other 
real estate co-investment vehicles.

On, its face, the current language prohibits the Fund 
from investing in more than five percent of the 
voting stock of any corporation. A literal 
application o f this limitation would have the effect
-  presumably not intended by the original drafters
-  of precluding the Fund from engaging in the 
typical institutional practice of setting up separate 
title-holding corporations to insulate itself from 
liabilities arising from ownership o f real estate. A 
real world example of this concern is a limited 
liability company in which the APFC is a majority 
co-owner. It may at some point be advantageous to 
convert the ownership to common stock, yet the 
APFC would not be able to do this because o f the 
five percent limitation since the Fund would then 
own more voting stock than legally allowed.

4. General/Non-specific Changes:

(a) Revising paragraphs (g)(7), (g)(8) (beginning at page 2, 
line 19), (g)(14) (at page 3, line 17), and (g)(18) (at page 5, line 9), 
paragraph (i)(4) (at page 6, line 19), and subsection (j) (at page 6, line 
23) to explicitly authorize investments in debt instruments and equity 
interests issued by entities other than just those legally organized as 
corporations.

At present, these provisions expressly refer to 
"corporate" securities, but for purposes of sound 
investment policy, there seems to be no good reason 
to distinguish between securities issued by 
corporations and those issued by limited 
partnerships, trusts, limited liability companies, or 
other entities.

Examples o f the effect o f this change in the fixed 
income area are securities such as Equipment Trust 
Certificates (ETC’s) and Asset Backed. Securities



HB 156/SB 115 Bill Analysis
April 2, 1999
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(ABS’s) which would become eligible for purchase, 
since they are issued out of a trust, rather than by a 
corporation. These securities are generally of higher 
quality because of structured collateral backing the 
investment, thereby providing relative value 
alternatives that may offer greater safety, return, or 
a combination of the two.

(b) Adding language to subsection (k) (beginning at page 6, 
line 29) to authorize the Board to invest up to live percent of the 
Fund’s assets either (or both) in (i) types of investments other than 
those specifically set out in subsection (g)’s "legal list;" or (ii) in 
additional investments in a category of investment authorized under 
subsection (g), but for which the investment percentage "caps" 
established under subsection (i) (e.g., the 50 percent limitation on 
equities) has been reached. Under this new language, these 
investments would still have to satisfy the prudent-investor rule.

Examples of other types of investments for which 
this limited authority could be used include private 
debt, venture capital, timber, gas, and 
agriculture/farmland.

(c) Adding a new subsection (p) (at page 7, line 13) to 
authorize the Board to decide what category a particular form of 
investment belongs to if that investment could be included in more 
than one category for purposes of applying the asset allocation caps 
established under subsection (i) (beginning a t page 6, line 3).

This change would permit the Board to refine asset 
allocation targets and would help clarify for the 
purpose of asset allocation decisions how a 
particular asset should be categorized. A relevant 
example is a REIT, where the underlying asset is 
real estate, but it trades like a stock and may even 
be included in the S&P 500 index.

cc: Board of Trustees, APFC
Byron I. Mallott, Executive Director, APFC 
Terry Brown, CIO, APFC 
Peter Bushre, CFO, APFC



G l

SAN FRANCISCO 

NEW YORK 

CHICAGO 

ATLANTA 

DENVER

C A LLA N  A SSO C IATES RECEIVED
f i  1339

ALAitVA riLrti'fiMiNtNT
RJND CORPORATION

March 1, 1999 m i c h a e l j . o l e a r v .i i l . c f a

EXECUTIVE \ ICE PRESIDES!

Mr. Jim Kelly
Director of Communications 
Alaska Permanent Fund Corporation 
801 West 10* Street, Suite 302 
Juneau, AK 99801

Re: Proposed “Basket’’ Clause Flexibility

Dear Jim:

As promised, I want to give you my thoughts on the proposed language that 
would enable the APFC to invest in a very limited way beyond the specific 
securities identified in current statute.

Specifically, the proposed change would allow the APFC to invest 5% of fund 
assets beyond otherwise permitted investments. This latitude could be used to:

1) make or retain greater asset class commitments than otherwise 
specifically allowed; and/or;

2) invest in individual securities or instruments that are not expressly 
permitted.

Clearly, the use of such flexibility would have to be prudent and appropriate for 
the fund. I should at this point add the requisite disclaimer that neither Callan 
Associates Inc. nor I are attorneys so my comments are offered from an 
investment professional’s perspective not from a legal perspective.

Over the years, many public funds that operated under a “legal" list type of 
standard have sought and obtained authority to invest beyond the detailed list. In 
recent years many public entities have moved toward a “prudent” person standard 
and away from a legal list. Typically, under a pure prudent person standard there 
are no statutory limits with regard to either asset class restrictions or individual 
securities. In other cases, public funds may have asset class limitations but no 
individual security limitations and obviously there are still some that have both 
asset class and security limitations. In Alaska, the State Pension Investment Board 
operates under a prudent person standard without asset class or security 
limitations while the APFC obviously is governed by both asset class and security 
limitations.

550 EAST 8TH AVENUE. DENVER. COLORADO 80203 TE LE PH O N E  303.801.1000 FACSIMILE 303.R 32.8230



Mr. Jim Kelly
Alaska Permanent Fund Corporation 
Page 2 of 3

As you know, the Institute for Fiduciary Education (IFE) maintains a web site that 
includes information on a number of public funds. The information is provided by the 
funds and, of course, may not be current and may be misinterpreted by IFE. Nonetheless, 
we have found that it is a useful source of data regarding general trends and practices. By 
searching that site, we found 24 U.S. based public funds that reported having a “basket” 
clause in their investment language. Of this total, 13 were domiciled in either Michigan 
or New York.

While both Michigan and New York have comparatively permissive investment statutes, 
the “basket” clause provides authority for subject public funds to invest either in 
securities or asset categories beyond the statutory limitations. For example, New York 
has a 70% maximum equity constraint and a 15% basket limitation. A fund subject to the 
statute could invest a total of 85% in equity like assets (including real estate and 
alternative investments). In practice, the authority has been used by one of our clients to 
invest a greater than statutory limit in foreign equities and in alternative investments.

The Michigan basket clause provides that retirement systems with assets of less than 
$250 million may invest up to 5% of their assets in investments not otherwise qualified 
under statute. It provides up to 10% flexibility for larger funds. In Michigan’s case, the 
basket liberalization does not apply to asset class limitations. So for example, a large fund 
could not use the basket provision to invest up to 75% in equities (the equity limit was 
65%).

There appear to be two common themes behind trends toward liberalization of investment 
provisions. The first is that investment professionals recognize that risk should be 
considered primarily at the total fund level. An individually "risky” investment may well 
serve to reduce overall risk by offsetting some of the risk associated with another 
investment. The best illustration of this acceptance may be the Department of Labor’s 
statement that in considering fiduciary conduct under ERISA the Department will utilize 
a “total portfolio” standard. The second motivating factor is that investment practices and 
commonly used instruments are changing rapidly. A good illustration is the evolution of 
fixed income securities. For example, asset backed securities are commonly utilized in 
high quality bond portfolios today. They are included in common bond market indices 
such as the Lehman Aggregate Bond Index. They are not currently permitted under 
APFC’s governing statute. While other proposed changes in the draft statute would 
address this specific issue, we and others expect to see continued evolution of new fixed 
income instruments.

In my opinion, APFC might use the basket primarily at the asset class level. As you 
know, the current statutory limit for equity investments is 50%. In practice, the APFC 
must actually target a slightly lower level (currently 48%). This lower level is utilized to 
minimize the frequency and magnitude of portfolio rebalancings. If the basket clause 
were approved, the board could consider actually establishing a 50% target. Should the



Mr. Jim Kelly
Alaska Permanent Fund Corporation 
Page 3 of 3

equity market subsequently advance such that the equity exposure increased to 52 or 53% 
there would be no need to mechanically reduce equity exposure and incur the resultant 
transaction costs. The other potential application is at the individual security level. While 
other changes included in the proposed statute address many of the obvious limitations of 
the current list (e.g. asset backed securities), the change would provide the board with 
flexibility to deal with other instruments that may evolve. Similarly, the basket clause 
might be utilized to opportunistically purchase securities such as BB rated bonds should 
spread differences more than offset the potential credit risk.

I hope that you find this letter helpful and I look forward to discussing it with you later 
this week.

Sincerely,

Michael J. O ’Leary, Jr., CFA 
Executive Vice President

cc: Terry Brown -  APFC
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• Modernizes statutes, responsive to 
current market opportunities and 
challenges

• Requested change is conservative 
and maintains the legal list approach

• Allows your Fund managers to add 
incremental value

Improves total portfolio risk 
management M W  A '  

f U l i ' M l



Long-term perspective

A s s e t  c l a s s  p e r f o r m a n c e

Consider the growth of $1.00 invested in 
various U.S. asset classes from Dec. 31,1925 
to Dec. 31, 1995:

♦ Inflation $ 9
♦ Treasury bills 13
♦ Treasury bonds 34
♦ L a r g e  c o m p a n y  s t o c k s  1 ,1 1 4
♦ S m a l l  c o m p a n y  s t o c k s  3 ,8 2 2



Long-term total returns
15 years ended December 31,1998

20

15

10

Percent

12.16

17.69

Total Fund Fixed Income U.S. Stocks Non-U.S. Stocks Real Estate
* Last 5 Years

O p p o r t u n i t y  C o s t : 1 9 9 7 - 1 9 9 8

APFC Actual Rates of Return
Fixed Income U.S. Stocks Difference

1997 9.52% 31.00% 21.48%

1998 9.90 23.62 13.72

10% of Fund Returns Increased Income
1997 $2.07 billion 21.48% $324 million

1998 $2.36 billion 13.72% $444 million I B S

6 Total: B$770 m illionx ------------------- iimtui



Ke/assumptions

Increased volatility in capital markets
Kxpcclcri Return Kipccfcd Risk

Asset Class Index I99N 1999 Chance 1998 1999 Chance
Kqultlcs
1-arRC Cap S&P 500 9.10 9.00 -0.10 I.3..10 15.00 1.70
Small C'ap CAI Small 10.10 11.20 1.10 19.10 25.30 6.20
Inlcmalional MSCI EAFE 9.60 10.00 0.-I0 18.50 21.50 3.00

Fixed Income
Domestic l b  asr 6.60 5.60 -1.00 5.50 5.30 •0.20
Intcnialional SI) Non-US 6.55 5.60 •0.95 11.20 11.00 •0.20

O ilie r
Real l-sialc CRI-S 8.25 8.00 ■0.25 14.50 16.50 2.(81
Alternatives Veto 100 12.30 12.30 0.00 35.00 36.00 1.00
Cash l:s|uiv. 90-day T-bill 4.80 4.40 -0.40 1.00 0.70 •0.30

Inllalion CTI-U 3.40 .3.00 •0.40 0.95 1.75 0.80

Twenty Years

Risk Diminishes Over Time

Five Years

UDI'liMl w  *W !t-iut

lifrbc-n C?'t



/ Percent Of Market Value distribution of income

Another way to manage risk is a POMV 
distribution of income:

• Provides more predictability and 
stability in annual distributions

• Disconnects investment decisions from 
short-term spending considerations

• Spending provision becomes part of 
long-term investment strategy rather 
than tactical response to market 
cycles

At the heart of APFC investment 
planning for the future will be the 
attempt to mediate among these 
conflicting objectives:

1 .  M a x i m i z e  l o n g - t e r m  t o t a l  r e t u r n .

2 .  M a x i m i z e  a n n u a l  s p e n d i n g  d i s t r i b u t i o n s .

3 .  P r e s e r v e  t h e  r e a l  { i . e . ,  i n f l a t i o n - a d j u s t e d )  

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

4 .  M a x i m i z e  t h e  s t a b i l i t y  a n d  p r e d i c t a b i l i t y  

o f  s p e n d i n g  d i s t r i b u t i o n s .
10



Q. How much can be distributed
while still preserving the real (i.e.,
inflation-adjusted) value of the
fund?

A. If you want to preserve the real
value of the Fund, you must not
spend more than the real rate olf
return on your investments over
the long term.

n Al AsK.WJ
r u r u u f  i

And the real rate of return on your 
investments will be determined by:

1. Capital market returns

2. Your asset allocation



K e y  a s s u m p t i o n s  - s t a t u s  q u o ;  •

Projected PF Realized and Total Rates of Return 
Based on the the Fund's 1999 Asset Allocation 
and 1999 Callan Capital Market Assumptions

CAPITAL MARKET
ASSET  ASSUMPTIONS------------------
CLASS INCOME RETURN EXPECTED GROWTH TOTAL RETURN

-------------- PERMANENT FUND----------------
ASSET PROJECTED PROJECTEO

ALLOCATION REALIZED RETURN TOTAL RETURN

Real Estate: 6.50%

Passively Managed 1.00% 7.60% 9.40% 14.62% 0.82% 1.37%
Actively Managed 1.00% 7.60% 9.40% 19.38% 1.82% 1.82%
Sub-Total 34.00% 2.64% 3.20%

International Eaullles:
Passively Managed 1.50% 8.50% 10.00% 4.90% 0.28% 0.49%
Actively Managed 1.50% 8.50% 10.00% 9.10% 0.91% 0.91%
Sub-Total 14.00% 1.15% 1.40%

Bonds:
Uomestic 5.60% 0.00% 5.60% 40.00% 2.24% 2.24%
International 5.60% 0.00% 5.60% 2.00% 0.11% 0.11%
Sub-Total 42.00% 2.35% 2 35*o

1.50% 8.00% 10.00%
XOfft IVmnwtilIbitlpvL-clcJiraestli irtiiini l)ul.putj roniyttxuA
K ill ' lur.,.ulv ini'RV Muti jnJ |l«r.»llkc«JKV U-,lflt.Al}lMr«jl|rjl1*lJn.|tlLllpi».M'l||lI\l,-ir\ *ul
iciliiuvufiailA- rxt'Hi rriuci ju l I'cowtyolIanjiuiaInmim
«iiuiv«lri»iufi'r>iiinjkv t^rtihiuiici
jiiwifii'm i&'pM itcJ t*> t aUm.V* %uU». In

0.73%

G.07ac.|
W*nus jo i-.inti,vioa - mm

I 3.87»,| I 1.75°,.

KS3 assumptions - JHB156
Projected PF Realized and Total Rates of Return 
Based on the the Fund's 1999 Asset Allocation 
and 1999 Callan Capital Market Assumptions

ASSET
CLASS

CAPITAL MARKET 
 ASSUMPTIONS —

INCOME RETURN EXPECTED GROWTH TOTAL RETURN

-------------- PERMANENT FUND----------------
ASSET PROJECTEO PROJECTED

ALLOCATION REALIZED RETURN TOTAL RETURN

Passively Managed 1.60% 7.60% 9.40% 16.77% 0.94% 1.581'.
Actively Managed 1.80% 7.60% 9.401; 22-23% 2.09% 2.09%
Sub-Total 39.00% 3.03% 3.67%

International Eaullles:
Passively Managed 1.50% 8.50% 10 .001; 4.901; 0.20% 0.49%
Actively Managed 1.50% 0.50% 10 .001; 9.10% 0.91% 0.91%
Sub-Total 14.00% 1.15% 1.40%

Oonds:
Domestic 5.60% 0.00% 5.60% 35.001; 1.96% 1.961;
International 5.60% 0.00"i 5.601; 2.00% 0.11% 0.11%
Sub-Tolal 37.00% 2.07% ? Q 7 \

(tea l Estate: 6.50% 1.50% 8.00% 10 .001 ; 0.73% f  0.80%

M M :  i\kJn  •!/« J • »»ut>rftj(.«rii »c
K i lv  |u^„*i U< t\ • or « :jai tiki |ur |tv c'jvi H\j fn-viitifcipAilfift'tml If.il riiiu^ir\ *rv)
Kill .UK- K lK tlr lufanritH- IM'iif it tun * i» 1 ** * •• I lW CMxMf J jruih IVaitK M I u-»l l-.Ul n turn* 
»»»unr ilnviufcn kIimLv lui*.. ! iki-ui- Mutual lu»*o.|iU- r*|tiIrJfi-nlfi i a.-ohmt, I 
iui0i|«io« it- prtiK.I (■> < ikin (VoMile< In

G903 7.91
M muv  . i f j ’ . i n t lJ I i n n  - Mo t i n

I 3,9tl"..| | -I <J.|-.



K e y a s s u m p t i o n s  - C S  H P  1 5 6  ( S t a t e  A f f a i r s )

Projected PF Realised and Total Rates of Return 
Based on the the Fund's 1999 Asset Allocation 
and 1999 Callan Capital Market Assumptions

CAPITAL MARKET --------------PERMANENT FUIID----------------
ASSET  — --ASSUMPTIONS----------------------  ASSET PROJECTEO PROJECTEO
CLASS INCOME RETURN EXPECTED GROWTH TOTAL RETURN ALLOCATION REALIZEORETURN TOTAL RETURN

Domestic Eaullles: 
Passively Managed 
Actively Managed 
Sub-Total

International Eaullles: 
Passively Managed 
Actively Managed 
Sub-Total

Bonds:
Domestic
International
Sub-Tolal

Real Estate:

.Stilt: IVniutKrlluiulfTiikioln •&/>d nlumt j s v u n i ' U u t , . u I a c  nuo.i»i»ft wfl 
ivjWv Ik*'lit ictutn Jfvl l'*^H«ftK'c«r\\k'Jfii*ktliU J|'Ul|riiiiMikJiluipi%*nvMliiurci\4tvl
nnlotJVuflivjlv I !*<•** liUr lk»tiv muauul 5tr«ii||lfc-i-«f\iVil|'H'Utli IVniunkulbrvlii.i»I it limit 
4SS14II- llllblU/CftuiltjlrV (Ytl’Ttl if *J t Uptllnlllli l

an- pan iK’J h> < j In  .V*-a u v>. Ik , ,
| 4.0B%|

1.00% 7.60% 9.40%
1.80% 7.60% 9.40%

1.50% 8.50% 10.00%
1.50% 8.50% 10.00%

5.60% 0.00% 5.60%
6.60% 0.00% 5.60%

6.50% 1.50% 8.00%

18.92%
25.00%

1.06%
2.36%

1.78%
2.36%

44.00% 3.42% 4.14%

4.90% 0.20% 0.49%
9.10% 0.91% 0.91%

14.00% 1.15% 1.40%

30.00% 1.60% 1.60%
2.00% 0.11% 0.11%

32.00% 1.79% 1.79%

10.00% 0.73% f  0.80%

I 7.00’,| 11 n 13:. I
Winus s.\w * Irmatioi t Hc.h^!*?s o» H t fu ty  

r T i  3 ~ ~ i

GASB
Incom e Fund Value

1,957 28,999 40,955.60 18,248 11,710 13,099,0991 7,274 11,245

is statutory net income plus Ihe nel change in unrealded gams and settlement earnings.
Pci Department ol Revenue's Spring 1999 Revenue Foiecasl.
Eainmos icseive appropiated lo principal. STATUS QUO WfTH 7,75% TOTAL RETURN

70,1261 6'),8e7 29,827 42,106.04 18,257 12,803 14,192 8,101 12,072 |1 67,316

G ASSmjiLiaelSmo is stnlulory nel income pi nel change in unrealized gams and selllemenl earnings.
Per Department ol Revenue's Spring 1999 Revenua Forecast.
Earnagcicsoivo appropiated lo principal. STATUS QUO WITH 7.94% TOTAL nETURN

61812 30,650 43,247.05 18,264 13,898 16,287 9,047 13,018

GASBrtel-itiCome Is statutory net income plus the net chango in umealued gains and selllemenl earnings.
Per Department ol Revenue's Spring 1999 Revenue Foiecasl.
Eatnmgs lesoive apptoptalod lo principal. STATUS QUO WITH 8.13% TOTAL RETURN

l(> ‘At AVKAAj
! imim;



Key a s s u m p t i o n s i

V

Daily Unaudited Position
a s  o f  A p r i l  2 6 ,  1 9 9 9

F i x e d  I n c o m e $ 1 1 , 0 0 9 , 7 0 0 , 0 0 0 4 2 %

U . S .  E q u i t i e s $ 9 , 5 4 5 , 0 0 0 , 0 0 0 3 6 %

N o n - U . S .  E q u i t i e s $ 3 , 5 4 3 , 2 0 0 , 0 0 0 1 3 %

R e a l  E s t a t e $ 2 , 0 5 5 , 0 0 0 , 0 0 0 8 %

A l a s k a n  C D s $ 1 4 0 , 0 0 0 , 0 0 0 1 %

TOTAL $ 2 6 ,2 9 2 ,9 0 0 ,0 0 0 100%

Source: www.apfc.org

Keyassumptions ?
“Crossing of the lines in 1998”

Billions of $

1978 1998 2020
18

http://www.apfc.org






(U) . JU SE  COMMITTEE REPC T
Date Referred to Committee: May 16,1999 FURTHER REFERRALS:

Date of Committee Action:

The FINANCE Committee considered:

CS FOR SENATE BILL NO. 157(FIN) am

CSSB 157(FIN) am 

POWER COST EQUALIZATION

"An Act relating to power cost equalization; relating to appropriations from the National Petroleum Reserve - Alaska 
special revenue fund to the power cost equalization and rural electric capitalization fund; relating to the power cost 
equalization and rural electric capitalization fund and the four dam pool transfer fund; and providing for an effective 
date."

recommends it be replaced / y^i i \  I 3 the 53016 title
w ith the follow ing committee substitute IjC f) I S T u r / N )  [ ] a new title

[ ] additional referral to   Committee
[ | attached amendment(s)

ADOPTS:   Letter of Intent

ATTACHES NEW FISCAL NOTE(s): {Dtfl) APPROVES PREVIOUS: (Dtf̂ Dtu)

| ] fiscal note(s)  _________________  [ ] fiscal note(s) -----------------------------------------

[ J zero fiscal note(s) ______________  [ ] zero fiscal note(s)

f-p & L d z z

SIGNATURE

S IGN ING  W I T H  R E C O M M E N D A T IO N S

t K . p r n q u j - f - '

CHAIR’



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

G o o d  afternoon Mr. Chainnan, m e m b e r s  of the committee.

This is a n  honor for m e  to be testifying before you this afternoon.

M y  n a m e  is Harold Holten a n d  I a m  the representative for the Seafarers 

International Union. Although I w o u l d  like it clear that I’m  here o n  

behalf of all Merchant S e a m a n ,  w h o  are denied their p e n n a n e n t  fund 

dividend.

I w a s  b o m  in Ketchikan, raised in Ketchikan, Petersburg, a n d  J u n e a u ,  

u p o n  m y  completion of 6 years in the Marine Corps, I c a m e  b a c k  to 

Alaska a n d  b e c a m e  a state trooper for a short period of time. I w a s  

a S a l m o n  tender captain for 15 years, before becoming a union rep.

T h e  Seafarers opened an office in Anchorage, almost 2 years ago to the 

day. O u r  objective is to recruit Alaskans to go to our unlicensed 

apprenticeship program in Piney Point, Maryland, and give t h e m  a n



opportunity to obtain good paying jobs with good benefits w h e n  they 

complete the program.

I first b e c a m e  alerted to the fact that Merchant S e a m a n  were being 

denied their p e r m a n e n t  fund, b y  a Merchant S e a m a n  from a different 

union. His n a m e  is Ross Perrine from Palmer, a n d  h e  o w n s  a h o m e ,  

has an Alaska drivers license, voter reg card, etc. h e  h a s  b e e n  denied the 

fund since the inception. I w e n t  to one of our ships, a n d  found that a 

boatswain o n  the Tote ship Northern Lights has also experienced the 

s a m e  problems. His n a m e  is J o h n  Glenn and he will b e  testifying this 

afternoon.

M y  recruiting effort h a s  taken m e  around a lot of the state, a n d  in m y  

interviews with y o u n g  people, I s e e m  to have their interest in the 

program until the question of the P e n n a n e n t  F u n d  dividend c o m e s  up, 

then I a m  told they are n o  longer interested. I thought to myself a n d  

have shared this view, that these people s e e m e d  awfully shortsighted, 

until I really thought about it, this is probably the only steady m o n e y



they have ever seen, and are reluctant to let it go under any 

circumstance.

O n e  of our recent graduates (Jessie Sharp) w h o  will testify this afternoon, 

that already this year he has been denied the P e r m a n e n t  F u n d  dividend

These m e r c h a n t  s e a m a n  being denied, do not have a choice w h e n  they 

sail, as to whether they can sail in Alaska or not. Sailing is based o n  a 

seniority system, a n d  believe it or not, our Alaska routes, are in high 

d e m a n d .  T h e  ones that have the Alaska routes Ross a n d  J o h n  are 

denied because they are not physically in state a m i n i m u m  of 180 days.

All of our Alaskans have been accepted to Piney Point because they are 

Alaska residents. I would hate to discourage good y o u n g  people, (short 

sighted as they m a y  be) from enjoying s u c h  a career opportunity.

Right n o w  w e  have 18 Alaskans w h o  have graduated from Piney Point, 

a n d  w e  presently have 2 in school.



Besides the 18 graduates, w e  have created a Riding Maintenance gang. 

These m e r c h a n t  s e a m a n  go o n  oil tankers a n d  do preventative 

maintenance. W e  hired 10 Riding gang a year ago, a n d  all have d o n e  a n  

outstanding job. W h e n  they have a year of sea time, they will be sent 

b a c k  to Piney Point and upgraded to Able bodied seaman. W e  will start 

training a n d  working a n e w  crew. This crew averages $3,200.00 per 

month, with full benefits. T w o  of these Merchant S e a m a n  have recently 

put m o n e y  d o w n  on h o m e s  in the Wasilla arear. T h e y  also will be denied 

their P e n n a n e n t  F u n d  dividend.

A n  article in the A n c h  n e w s  recently the 12th did an article o n  our first 

native Alaskan. This has generated s u c h  a positive response it is hard 

for m e  to keep u p  with it. T h e  first day generated about 2 0  p h o n e  calls, 

a n d  yesterday 1 received 71 inquires. This has resulted in 6 tests being 

given M o n d a y ,  a n d  6 m o r e  done on Friday. Plus 2 in Soldotna, 1 in 

A n c h o r  Point, 2 in Kodiak, 2 in Ketchikan, a n d  several from Willow. 

T hese n u m b e r s  are candidates that are qualified.



In m y  estimation, w e  are not talking about a n y  m o r e  than 2 0 0  M e r c h a n t  

S e a m a n  over a ten year Period. (Although 1 hope for m a n y  m o r e  than 

that).

This concludes m y  statement, I urge y o u  to support the H B  157

I thank the committee for their time.



S l a s f f e a  J s > t a t e  I L e g i S l a t u r e

Ol'icial Business

REPRESENTATIVE 
JERRY SANDERS

District 19

A nch ora g e
716 W. 4th Ave «610 
Anchorage Ah 99501 
Phone 1907) 26-.*-0l99 

Fax(907i 269-019'

Juneau  
Slate Caoilol. Room 4’ 4 
Juneau, AK 99601-1 is : 
Phone (907) 465-4945 

Fax (907) 465-3476

COMMITTEES; 
Co-Chair Resources 
Labor and Commerce 
Transporiation

HB157: Permanent Fund Dividend for Alaskan Merchant Mariners
Sponsor Statement

This legislation is sought to enhance maritime job opportunities for Alaskans and, in particular, 
Alaskan youth.

I first learned of the need for this legislation when I spoke to several parties involved in 
Alaska’s maritime transportation industry. I was advised of an effort launched to attract 
Alaskans to job opportunities in the U.S. Merchant Marine. This effort has been a unique and 
successful partnership between Alaska's three Private Industry Councils and the Seafarers 
International Union (SIU) that has contributed greatly to workforce and economic development 
in Alaska. This partnership on occasion is having difficulty recruiting as a result of an oversight 
in Alaska's Permanent Fund dividend program. Alaskans who make their living aboard deep- 
sea, U.S. flag vessels may often be working aboard these ships for over 180 days per year. 
This makes them ineligible for their dividend check because their desired profession requires 
them to be aboard ships. In many cases these Alaskans could be aboard the cargo or tank 
vessels sepying Alaska -  yet still be denied a Permanent Fund check.

Since the inception of this partnership in September 1997 to the present, 25 eligible Alaskan 
residents have successfully completed the SIU apprenticeship-training program and are now 
fully employed.

The average salary for those Alaskans newly employed through this program is $32,000/year 
and all receive full family medical, dental, pension, education, and vacation coverage. As 
Alaskans committed to “local hire", we should not be upholding obstacles for employment 
opportunities for our youth.

More importantly, this award winning training and placement program would have an improved 
ability to recruit Alaskan youth for quality training and high skill/family wage employment.

Another case I am familiar with is a ten-year Alaskan resident who sails aboard tankers in the 
TAPS trade. He has consistently been denied the Permanent Fund dividend since his work as 
a merchant seaman is not considered an allowable absence. This determination is not a 
question of his residency.

Passage of this bill will give these limited number of people their rightful claim to the 
Permanent Fund dividend.

Endorsement: Alaska State Chamber of Commerce



S e a K L a n d

Sea-Land Service, Inc.
1049 West 5th Avenue 
Anchorage. A laska 99501-1930 
(907) 274-2671

April 14, 1998
Representative Brian Porter 
Speaker of the House 
Stale Capitol, Room 200 
Juneau, Alaska 99801

SENT VIA FAX 907/465-3834

Dear Speaker Porter:

I am writing to you today to encourage you to support HB 157, “The Alaskan Merchant Mariners 
Permanent Fund Dividend Equity Act”. This legislation is important to our ongoing efforts to recruit, 
train, and hire Alaskan residents for employment as officers and crew aboard our U.S.-flag vessels. 
For the past several years Sea-Land Service, Inc. has worked with other carriers and labor 
organizations to promote “local hire" of Alaskans aboard our vessels in the Alaska trade as well as 
on trading routes throughout the world.

Sea-Land’s commitment to hiring Alaskans is demonstrated in our efforts to offer apprenticeships 
aboard our vessels for the Seafarers International Union's unlicensed apprentice program and our 
active support of scholarships for Alaskan residents wishing to attend the California Maritime 
Academy. Although we are proud of our success in providing these opportunities to Alaskans, we 
are concerned that the current denial of annual Permanent Fund dividends to Alaskan merchant 
mariners who may be at sea for over 180 days per year is hampering our efforts to employ 
Alaskans.

This issue comes up during the recruitment process. Our representatives must Inform Interested 
individuals that they may not be eligible for the Permanent Fund dividend, of which most young 
Alaskans have grown quite accustomed to, if they go to sea. This is despite their being resident 
Alaskans and eligible on all other accounts. In addition, we are concerned that losing Permanent 
Fund eligibility status will create an added Incentive for sea-going Alaskans to leave their home 
state and live Outside.

This is a scenario that our organization wishes to avoid if at all possible. The seagoing jobs aboard 
our U.S.-flag vessels are high-sklled, family-wage positions that would aid in growing Alaska’s 
economy. W e arc proud to make every effort to offer these positions to native Alaskans. Your 
assistance in passing HB 157 wHI help to assure our work is a success for all Alaskans.

Sincerely yours,

SEA-LAND SERVICE, INC.

General Manager, Alaska

cc: Representative Jerry Sanders, FAX# 907/485-3476  
Alaska Chamber of Commerce, FAX# 907/463-5515

APR-14-1999 16-'41 907 263 5620
* *  TOTAL PARE.01 * *  

9 3 *  P . 01



(11) • b U S E  COMMITTEE R E P (0 T
* Date Referred to Committee: April 16, 1999 FURTHER REFERRALS:

Date of Committee Action: - 4 _ X \  <\

The FINANCE Committee considered: 

HOUSE BILL NO. 157

HB 157

PFD ALLOWABLE ABSENCES

"An Aci relating to absences from the state while serving on oceangoing vessels of the United States merchant marine 
for purposes of eligibility for permanent fund dividends; and providing for an effective date."

recommends it be replaced
w ith the follow ing committee substitute

I J additional referral to ______________
f | attached amendment(s)

ADOPTS:__________________________

[ ] the same title 
[ ] a new title

Committee

_________________________Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dep0 APPROVES PREVIOUS: (DefX/DHt)

| ] fiscal note(s) [ ] fiscal note(s)

[ J zero fiscal note(s) [ zero fiscal note(s) { 11 U> 1 * \.

SIGNING WITH RECOMMENDATIONS DP DNP NR AM
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S T A T E  O F  A L A S K A
1999 L E G I S L A T I V E  S E S S IO N

FISCAL NOTE HB ̂ 7 _____
(H) Publish Date: 4 / 16 / 99

N o :  1

Revision Dale/Time (Note if correclion) March 29,1599 
Title PFD Allowable Absences

Depl. Affected Revenue
' b r u

Component Permanent Fund Dividend
Revenue Operations

Sponsor
Requester

Rep. Sanders
House State Affairs

E xpen d itures /R evenues

Component Serial No, 

(Thousands of Dollars)

981

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) j

FUND SOURCE (Thousands ol Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of current year (FY99) cost: 0.0

POSITIONS
Full-time 0
Part-time 0
Temporary 0

ANALYSIS: (Attach a separate page il necessary)

This bill adds an allowable absence while serving on ocean-going vessels of the United States merchant marine for 
purposes of eligibility for Permanent Fund dividends. As a result of this amendment, all other allowable absences in 
this section are renumbered.

W e do not expect these provisions to have a fiscal effect on the Permanent Fund Dividend Program.
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Alaska State House of Representatives 
State Capitol, Room 414 
Juneau, AK 99801-1182

I WUUAAICHARRIER, |R.
P 'tt id to l
A rr.r ic tn Autom ji, Inc 
PI IUIPCAUAN
Pt»»id»nl jnd CAr1 Ucruilvc O'fut' 
AfftnCM O ll l< ! Voyjfii 
NED SMITH
P ifiidcn l *nd Ch itl Enrcutive O H 'C f 
Am tn c ii' S itan iA io Company 

Ca pta in (EO v BERGER
Pff|.4f«l
A pn Mmnp Coipoianon

EUCENE V. ROSE 
P it lld tH
Bay Ship M an .ijrm rm . Inc
THOMAS B. CROWLEY. )R
Pm iPc"! in d
Cnic* OprU ling O flllF ’
C’u«l«y Manlimr Coipo'illon
RONAIDC. RASMUS 
P'oide<"i
G *a i W kn To»m { Company
RAN HETTtNA
P iH id fn l
M arilim t O v f'ic a i Coiporanon 
STEPHEN A VAN DYCK 
Chj.iman and ChtH Ektcu tN I O tf'C tr 
Ma>i|>jn| CP Inc.
CRAIC H STEVENSON, |R.
P im d tn l and Chic* Opoialmg O flie c
OMI Cocp
DAVID) TO lAN
Senior Vice Preyidanl
Saa-land Srrvicr. Inc
ROBERT B M cMK IEn 
Co -C h iiin iivC h if( E>*cu1*vr O d ic f
V llh llllV l)l-»lUII|n> I'li

MELS M IOHNSEN 
Prejldani
Wattiman Slcamihlp CoTJO'ition

Dear Representative Sanders:

It was a pleasure meeting you on my recent trip to Juneau to 
participate in the Alaska State Chamber’s Legislative briefing.

1 appreciate your willingness to sponsor legislation for Alaskan 
residents who are employed in the U.S. Merchant Marine to receive their 
permanent fund dividend. As mentioned, this will help in our efTorts to 
recruit and train Alaskan youth for employment aboard merchant vessels. 
Although wc have been successful in attracting some great candidates, many 
youth are discouraged from seeking a seagoing career once they realize they 
arc likely to lose out on one of the main sources of income they have grown 
up with. Their ineligibility is not based on good policy, but a quirk in the law.

Per your request, 1 have taken the liberty of drafting some language, 
which may help the legislative staff responsible for bill drafting. The basic 
focus of the legislative change is a9 follows.

a) U.S.-flag merchant mariners residing in Alaska who would receive 
their permanent fund dividend, but for the fact that they may work 
aboard an ocean-going vessel for their livelihood, would now 
receive an annual permanent fund dividend payment;

b) The merchant marine exemption is preferably added to the statute 
in proximity to the listing for military personnel on active duty. Jn 
so doing, the public will relate to the U.S. merchant marine 
exemption in a similar way as they do to the active duty military 
exemption; and

c) The merchant mariner’s family members should not receive any 
permanent fund dividend if they follow their spouse/parent outside

P jc i f ic  Co.iM C M c t 
W n 'lc l Trade C cn it i • Wesi 
22P<> AUMk.ni W av Suite HO 
Seattle, W A  90121 

(20h ) 443 -1 738 
Te lecop ie r I20M  443 -0917

. . . Working for a Strong American Maritime Capability 
MfiR-05-1999 13:16 206 443 0917 92* P. 02
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of the state of Alaska while the mariner is employed. Our intention is only to 
exempt the 180-day rule to the actively employed mariner only. As a permanent 
resident(s) of Alaska the mariner’s family should be expected to remain in Alaska 
as a participant in its economy.

I’m hopeful the attached language (highlighted/underlined) will help to make our 
intent clear. Of course, I am willing to speak to legislative staff if they have any question 
concerning the intent of the proposed draft

I will prepare some draft talking points concerning the legislation so that you may 
feel more comfortable addressing this issue. Also, please note that the Alaska State 
Chamber of Commerce has endorsed providing permanent fund dividend benefits to 
active merchant mariners at their December Legislative Tie-In assembly.

Thank you for your patience and assistance.

Sincerely yours,

Attachment

cc: Harold Holten

MAR-05-1999 13 :1? 206 443 0917 P . 03



Headquarters: 
217 2nd Street, Suite 201 
Juneau, Alaska 99801 

(907) 586-2323 FAX 463-5515

‘ S T A T E *  
C H A M B E R
OF COMMERCE

March 29, 1999

Representative Jerry Sanders 
Room 414, State Capitol Building 
Juneau, Alaska

RE: HB 157, Permanent Fund Dividend eligibility for Merchant Mariners 

Dear Representative Sanders:

Enclosed is a copy of a position of the Alaska State Chamber of Commerce on the subject of 
Permanent Fund Dividend equity for Alaskans who are in the service of the U. S. Merchant 
Marine. By this, you can see that we are in support of HB 157, which you have introduced and 
which precisely addresses our concern.

We provided testimony on this subject last week in House State Affairs when HB 132, 
introduced by Representative Cowdery by Request, regarding Permanent Fund allowable 
absences, was up for consideration. That bill was sent to a subcommittee, (Representatives 
Ogan, Whitaker, and Smalley, 1 believe) with the intent that they were to work on tightening the 
definition of resident for purposes of the permanent fund dividend. 1 understand that they have 
looked at the definition of residency for purpose of obtaining a fishing or hunting license and 
may be offering something like that in State Affairs.

Thank you for introducing HB 157, and we will be happy to speak in support of the bill as it goes 
through the process.

Sincerely,

Pamela La Bolle 
President

Enclosure



ALASKA STATE CHAMBER OF COMMERCE

Position 99-2

Permanent Fund Dividend Equity for Alaskan Merchant Mariners

Background Over the last few years, U.S.-Flag vessel operators have made great efforts to 
train and recruit Alaskans for employment aboard U. S. merchant vessels serving in our state, 
coastwise, and in international trade. This undertaking includes raising a substantial endowment 
for scholarships to Alaskans attending the California Maritime Academy, securing a maritime 
union hiring hall in Anchorage, and developing a public/private partnership to offer maritime 
training and apprenticeships for Alaskans interested in a seagoing career. This undertaking has 
led to several dozen Alaskans finding high-skill/fair-wage training and employment in the U.S.- 
Flag Merchant Marine.

Alaska Permanent Fund Dividend rules prevent actively employed Alaskan deep-sea merchant 
mariners from obtaining their dividend check, in spite of meeting all other requirements for 
residency and eligibility.

Position Statement: The Alaska State Chamber of Commerce urges the Legislature and the 
Administration to support Alaska Pennanent Fund dividend eligibility for merchant mariners 
who are qualified residents of Alaska, notwithstanding their documented employment aboard 
merchant vessels in domestic or foreign waters.

Need For Position: Alaskans are proponents of local hire and quality, professional skill 
development. Efforts to provide this are hampered by the potential disqualification of 
individuals who may go to work at sea for close to or more than 180 days out of the year. The 
Permanent Fund dividend would serve as an incentive for Alaskan seagoing personnel to retain 
their Alaskan residency, rather than move outside once they start a career at sea. Opportunities 
to train Alaskan youth for responsible and rewarding employment, at little or no cost to the 
individual or public sector, will be lost.

Support of this position will resolve an inequity for Alaskans who make a living employed on the 
freighters and tankers who service Alaska.

ADOPTED

December 4. 1998

BY BY
Pamela La Bolle 
President

Peter Leathard 
Chairman
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TOTEM OCEAN TRAILER EXPRESS, INC.

To I yf)7-27ft-5868 
F.ix 907-278-fW()i

Date: 03-26-99

Alaska State Legislature 
State Capitol, Rm. 414 
Juneau, Alaska 99801-1182 
Representative District 19 Mr. Jerry Sanders

Re: Permanent Fund Legislation for Exemption for Merchant Marines. Bill 
numbered HB-157.

Dear Jerry,

This letter is in support o f the above Legislation that you as a Representative 
o f  District 19 are authoring.

A United States Merchant M ariner who resides in Alaska full time, supports 
a family living in Alaska full time, pays city taxes, and falls in the category 
o f a resident, should be entitled to receive what all eligible Alaskans receive 
each year. A Permanent Fund Dividend

Totem Ocean Trailer Express Inc. is an Alaska Corporation which operates 
Large Ro/Ro Vessels from our terminal in Tacoma Washington, to our 
tenninal at the Port of Anchorage.

The mariners that operate our company vessels come fiom all around the 
United States including Alaska and countries all around the world. An 
Alaska Resident, as a condition o f  his or her employment, must ride and 
work on the vessel back and forth from tenninal to terminal should not 
disqualify them from receiving what is rightfully theirs as an Alaskan 
Resident.

The absences from the state is only for the time the vessel transits the G ulf 
o f Alaska to reload cargo and return to Alaska, the employee’s intention is 
still to return home after his scheduled toui. His home location has not

MAR-29-1999 10:27 01119072765860 P.02
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changed, his status as a state resident has not changed, and he has continued 
to provide his family which resides in the local community with financial 
support

We at Totem Ocean Trailer Express Inc. support your effort by legislation to 
change the eligibility rights for the permanent fund to include merchant 
seamen that reside in the State o f Alaska.

Very truly yours,
/

Ted De Boer
Alaska Operations Manager

I1AR-29-1999 10 :27 01119072765868 P .0
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M usic swelled at Chris 
Ledlow's boa.voyage party. F iddle, 
guitar, dobrp and one e lec tric  key- 

manned by two players 
ied two dozen voices in  polkas, , 

and Hank W illiam s songs, 
the m iddle o f the liv in g  room 

r  sat a hat fu ll o f  cash collected 
m the'guests, a li t t le  spending 

oney fo r  the tr ip .  F ro m th e  1 '  ’ '  
tchen wafted the smells o f w ild  
h and game accompanied by a 

ungent h in t o f seal a iL '
I t  w il l be aw hile before Ledlow 
vors those smells again. A t th is  

ting, he is on his way to the Sca­
rers In ternational Union’s H a rry  

deberg School o f Seamanship 
'Piney Point, M d.'Over the ne x t . 

rcw weeks, be plans to complete 
tra in in g  as a merchant m a rine r ■ 

a com m ercial sailor licensed to 
rk  on large cargo ships. B y  sum- 

er, the soft-spoken, square-shoul- 
re d  and resolute ly cheerfu l 19- 

ild should be in  the engine 
11 o f  an oceangoing vessel 

mewhere out on the seven seas. 
Ledlow, from  the Yukon R iver 

village o f St. M arys, is among the

"My whole family's really 
enthusiastic about what 
I'm doing. Except my 
grandmother. I think she's 
a little worried."
1 ‘ ■ • — Chris Ledlow o f St. Marys, 

on becoming a merchant mariner

f irs t  Alaskans to com plete the m er­
chant m arine em ploym ent program  
offe red by the union. Upon gradua­
tion, he’l l  be placed in  a jo b  m aking 
about $30,000 a year, e lig ib le  fo r 
rap id additional tra in ing  and ad­
vancement up the wage scale.

Pleasa m u  Pag* E~4. MARINER

. . .  . r  v» -
. » . . * ! * •    -

r  v  * .

. Abuv9,.firtufc 
• makhantmgi/A, 
vC M rLadow  

.chats with his 
, giandfhothsr 

Maria Tyson. 
r .'cantaf, and h/s 
.cpuaki Susie 
Miks batofs 

v boa/ting his 
P<Usf*lo ftaE4SfL
c ;CoaaLAHati, 
.hadtow.gateo. 
'hufl *om MIH*. <t < 

i'-VJVion watcher 
'•■Wadnaaday 
^ 'avartng at AN- 
.-.ctwaga Inter a.* 
;,«onal#ppn.

i l t i
ls'«I ,'f Vh.. f  X.

b a n * Merchant m^iiiersmhigh demand
T he Seafarers Interna- . 

tionaj Union opened an 
Anchorage office two 

years ago. According to the . 
union's Anchorage represen­
tative, Harold lioitsn, there's 
a rising demand for qualified 
sailors as more Mg shlpe j-.-.jj-.1
come oo-Una.

"We can take k* many into 
the merchant marine employ 
nort program asartli apply," 
he said .

lb  date, 28 Alaskans have 
entered in the program^ and 
18 have graduated Appli- 
cants rauat be *  least 18, ’1 

r ,... baas aighthgrada teeeL;.as> y'.iv*.

scores in reading and math, 
be drug-free and have no 
felony convictions. The na­
tional cut-off age is 25, but an 
exception is made far •

. . Alaskans. Individuals wanting 
1' t o  know more about the pro- 

gram should call Hotter at

L li ..V.rr* V ’• ' • / ( ' ‘V i'V s*'
. • j. ’J . ■ * .. • t V* *•
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MARINER: Teen joins up
Continued from Page E-1

That’s not a bad start for a 
teenager from the Bush. As 
he approached the end of 
high school, Ledlow realized 
that job options in rural Alas­
ka would be limited. In St. 
Marys, he might work at the 
airport, in the volatile fishing 
industry, change tires like he 
did at his father’s mechanic 
shop, or work at one of the lo­
cal grocery stores, which he 
also did for a while.

“I  was at a point I  wasn’t 
really sure what to do,” he 
said. “I  was working at a can­
nery in Dillingham when one 
of the merchant mariners 
there talked to me about this 
program and let me know 
how to get in touch with 
them.”

A few weeks after he 
called the union’s Anchorage 
office, Ledlow found himself 
in Piney Point learning basics 
of shipboard terms and pro­
cedures, nautical history, 
math, first aid and how to use 
a lifeboat.

He also was learning new 
things about himself. The 
school is run along m ilitary 
lines. Students wear uni­
forms, march to meals, learn 
to reply with a snappy “Yes, 
sir” or “No, sir.”

“I didn’t know what to 
think,” Ledlow said. “A few  
years ago, I  told myself that I  
would never be military, nev­
er wear a uniform and never 
do dishes. In three months, I  
did all three and didn’t mind.”

The first land-based phase 
of training was followed by 
hands-on experience at sea. 
Ledlow was assigned to the 
Greatland, one of the large 
container ships making 
weekly runs between Taco­
ma, Wash., and Anchorage.

This part of the course lets 
students get a feel for differ­
ent jobs and find out what 
they are most comfortable 
with. Ledlow , spent time 
working on deck and in the 
galley, but discovered that 
what he really liked was the

engine room. The regime of 
wiping down giant machines, 
dismantling, cleaning and re­
assembling parts, reading 
gauges and standing watch 
struck a chord in the kid who 
grew up watching his dad fix  
cars and outboard motors.

“I  was down there for a 
month, but it seemed like two 
weeks,” he said.

The Greatland’s schedule 
put him in Anchorage every 
Sunday, where he could 
spend time with family and- 
take his grandmother to 
church.

Grandma — M arie Tyson 
— is a well-respected tradi- 
tion-bearer from the lower 
Yukon. William Tyson Ele­
mentary School is named for 
her late husband. It  was at 
her house that the bon voy­
age party took place. She told 
callers she was inviting “just 
a few people. Not a big 
crowd.” But guests’ cars 
filled both sides of the street 
for a block, and a mountain of 
shoes marked the entry.

“Actually, it’s n o t crowded 
compared to her usual get-to­
gethers,” said Rose Tyson, 
Ledlow’s aunt. “Let’s just say 
you can see the floor.”

Every man in the room was 
fam iliar with boats and water. 
Most had done commercial or 
subsistence fishing at some 
time in their lives. But while 
no special credentials are 
needed to be a hand on a fish­
ing boat, you need to have the 
right papers and certifica­
tions to work on a big ocean­
going vessel.

When Ledlow completes 
his next few weeks of train­
ing, he’ll be the first Alaska 
Native to earn those papers 
through this program. The 
room filled with a sense of re­
spect and hope for the young 
man as friends and kin sang 
the Lord’s Prayer in Yup’ik.

“We’re all so proud of 
Chris,” Rose Tyson said, “and 
we always have been. He’s 
never been in any trouble. 
We’ve never had to worry 
about him getting into drugs

or anything like that.”
“M y whole fam ily’s really 

enthusiastic about what I'm  
doing,” Ledlow said. “Except 
my grandmother. I  think 
she’s a little worried.”

In  his final phase of train-
■ ing, Ledlow w ill g^t specialty 

training in his area of interest 
— the engine room. H e’ll 
graduate with the designa­
tion of “unlicensed appren­
tice” and immediately go to 
work making about $30,000 a 
year. M te r four months on 
the job, he’ll be able to up­
grade to “atle-bodied sea­
man.” Advanced ratings to 
“bosun” or “first mate” could 
follow.

School costs are largely 
covered by the companies 
that contract with the union 
for men and women to run 
their ships. In Ledlow’s case, 
he also received assistance 
through the state’s Jobs 
Training Partnership Act of­
fice.

Ledlow said the idea of 
travel and a flexible work 
schedule appealed to him. 
Union members typically 
work four months on, two off. 
That’s plenty of time to recon­
nect with family in Alaska, 
even if  his ship doesn’t <?all on 
Anchorage every Sunday.

Anchorage union repre­
sentative Harold Holten is 
betting it won’t.

“Of the 18 Alaskans 
who’ve graduated from this 
program so far, not one is 
working on an Alaska ship,” 
he said. “And this one won’t 
either. I  can see that glitter in 
his eye.”

I^edlow grinned at that, 
and his eyes did seem to glit­
ter. But he admitted to al­
ready missing one thing from  
home — Grandma’s salmon.

“I  had salmon down there 
in M aryland,” he said. “It  
wasn’t the same. I  couldn’t 
taste the fish.”

■ Daily N ew s arts editor Mike Dun­
ham  can  be reached by e-m ail at 
m dunham G adn.com .
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MANO FRF.Y 

Executive President

April 18, 1999

RE: House Bill 157

Representative Jerry Sanders 
State of Alaska 
P. 0. Box V 
Juneau, AK 99811

Dear Representative Sanders,

This bill will rectify and in justice to those Alaskan, men and women who have been 
denied a Permanent Fund Dividend, being solely because they were out of state due to 
careers as merchant mariners. The most ironic travesty is Afaskap mariners not being 
eligible for the Pennanent Fund Dividend. A nationally {reclaimed program was begun 
by the Seafarers International Union to rccmit Alaskans into a training program 
ultimately resulting in a career as a merchant mariner; On one hanr̂ , the Seafarers Union 
recruits and trains for life long high paying jobs and on other hand, the state is denying 
the same people the Permanent Fund Dividend because they are a t^a  or out of state. We 
hold hardly support this legislation and thank you for your sunport.'

Sincerely,

Mano Frey 
Executive President

MF/lf
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Sally Bos tw ick , Ship V is itor 
1566 Thuja Avenue 
Anchorage, A laska 99507

phone (907)349-3471 
email sbostwick@anchor.net

Rep. Jerry Sanders 
Ref: HB 157 
A ttn : Eddie Burke 
Fax-907 -  465 -  3476 
Rep. Sander9 and House Committee:

I am acting po rt chaplain in Anchorage and have frequent con tac t w ith the 
seafarers. As a representative of the Apostleship o f the Sea, a Vatican 
designated ou treach to seafarers, also a member o f the North American 
M in is try to Mariners, and as an Alaska resident I am particu la rly concerned 
w ith the inequ ity in Alaskan seafarer elig ib ility fo r A laska permanent fund 
dividends. Those A laskan seafarers are currently penalized from  residency 
elig ib ility because o f extended absences from the 6tate wh ile serving on 
ships. The maritim e industry does not affo rd the mariner the luxury of 
selecting rou tes or dura tion at sea. Most seafarers are shipboard for 8 to 9 
month, enduring fam ily separation and frequently dangerous wea the r and 
work s itua tion . During these extended absences the seafarer is aboard ship. 
The seafarer does no t establish another residence. For the m os t part, a 
seafarer is in po rt 24 hours during o ff and on-loading only. Hence, the only 
residence o f the merchan t seafarer is his/her Alaskan home or the ship 
stateroom
As you are aware waterborne shipping is the mo6t econom ica l and safe 

means of transpo rt fo r the many goods we need in the 9tate. Those people 
engaged in th is industry support the local economy through de live ry of 
goods/materia ls. Their in current questioned elig ib ility fo r PFD is an 
economic in justice . A t the same time fam ily members in residence in the 
state support the local economy and services through property taxea and
"buy A laska". The aeafarlng Industry is critica l to the sta te and 
partic ipation o f A laska mariners in PFD is justified . Absences from  the ir

9 0 7 3 4 6 4 6 3 7
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M r  n. —  ^  ^

A laskan homes fo r the seaforers are one of the negative fac to rs in their 
chosen careers. Nevertheless, if A laska goods and goods for Alaska receive 
appropria te d is tribu tion we as a maritim e sta te depend on these seafarers. 
Today, A laska youth are becom ing more in terested in maritime careers. 
Penalties associated w ith lack o f seafarer e lig ib ility fo r PFD w ill discourage 
young seafarers and even jeopardize Alaskan consumers w ith increased 
transpo rta tio n costs.

There fo re ,inc lus ion of Alaskan seafarers/mariners elig ib ility fo r PFD is 
strong ly endorsed.. This position is supported by the Apostlesh ip o f the Sea 
and the Archd iocesan sponsor fo r the Apostlesh ip .

Thank you ....

Apostleship of the Sea 
Archdiocese of Anchorage

APR-29-199? 13'-l b
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s e n a t e  f in a n c e  c o m m i t t e e  r e p o r t

DATE: 5/7/99 FURTHER:

DATE TURNED , ,
IN TO OFFICE: 5 ____________

Finance Committee considered HOUSE BILL NO. 157

"An Act relating to absences from the state while serving on oceangoing vessels o f the United States 
merchant marine for purposes of elig ib ility fo r permanent fund dividends; and provid ing fo r an 
effective date.”

and recommends: Senate Bill:
[ ] same title

[ ] be replaced with______C S___________________________ ( ) [ ] new title
House Bill:

[ ] adopt previous _______C S___________________________ (________) [ ] same title
[ ] technical title

[ ] attached amendment(s) [ ] new: SCR*___
[ ] adopt Letter of Intent b y_____________________Committee

[ ] further referral to the________________________Committee

N E W  F IS C A L  N O T E (S ): P R E V IO U S  F IS C A L  N O T E (S ):*
Department Date Zero Fiscal Department Date Zero Fiscal

[ ] APPROPRIATION -  no fiscal note ♦include fiscal notes accompanying Governor’s bill



FIS'CAL NOTE ,Bi;i vision: HB 157
N o :

Revision Date/Time (Note if correction)
Title PFD Allowable Absences

S T A T E  O F  A L A S K A .
1999 L E G I S L A T I V E  S E S S IO N

(H) Publish Date: 4  / 1 g /  9 9

March 29.1999 _ Dept. Affected Revenue_______________
BRU Revenue Operations
Component Permanent Fund Dividend

Sponsor
Requester

Rep. Sanders
House State Affairs

E xpenditures /R evenues

Component Serial No. 

(Thousands of Dollars)

981

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (______]_

FUND SOURCE_____________________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of current year (FY99) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

0
0
0

ANALYSIS: (Attach a separate page it necessary)

This bill adds an allowable absence while serving on orean-going vessels of the United States merchant marine for 
purposes of eligibility (or Permanent Fund dividends. As a result of this amendment, all other allowable absences in 
this section are renumbered.

W e do not expect these provisions to have a fiscal effect on the Permanent Fund Dividend Program.

/

Prepared by 

Division 

Approved by 
Commissioner 

Agency

Nanci A. Jones. Director 

Permanent Fung Dividend

Wilson L. Condon

Departmonl ol Revenuo

Phone 465-2323

Dale/Time March 29, 1999 

Dale March 29, 1999

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISI ATIVE OFFICE
For lurthcr distribution Inlormnlion, call Iho Governor’s Legislative Office

COMMITTEE COPY ' « '
Hbl57 - 3/26/99



SENATE FINANCE 
COMMITTEE..,.

Amendment Number: I HB 157
Bill Number: Hi-! I5'i______
Sponsor: U 'i lb n  Date: 51/2 \<V) 
Logged In By: ‘1(^(1?,

A M E N D M E N T

OFFERED IN SENATE FINANCE m c v - c j  SENATOR WILKEN

TO: I-IB 157

1 Page 1, lines 1-3:
2 Delete all material and insert
3 ““An Act relating, for purposes of eligibility for permanent fund
4 dividends, to absences from the state while serving on oceangoing
5 vessels of the United States merchant marine, and while serving in
C the Peace Corps; and providing for an effective date.””

7 Page 2, following line 21:
8 Insert a new paragraph to read:
9 “(13) serving as a full-time volunteer in the
10 Peace Corps;”

11 Page 2, line 22:
12 Delete “(13)”
13 Insert “(14)”

14 Page 2, line 23:
15 Delete “(5)-(12), or (14)”
16 Insert “(5) -  (13), or (15)”

17 Page 2, line 25:
18 Delete “(14)”
19 Insert “(15)”

1 of 2
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20 Page 2, line 28:
21 Delete “(1) -  (13)”
22 Insert“(1) -  (14)”

23 Page 2, line 31:
24 Delete “(3) -  (13)”
25 Insert “(3) -  (14)”

26 Page 3, line 2:
27 Delete “(1) -  (13)”
28 Insert “(1) -  (14)”

29 Page 3, line 3:
30 Delete “(a)(1) -  (13)”
31 Insert “(a)(1) -  (14)”

32 Page 3, line 11:
33 Delete “(a)(13)”
34 Insert “(a)(14)”
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A ll’s  A lask an  R ecru itm ent 
P ro g ram  W ins N ational A w ard
A unique joint initiative 

between the Seafarers International 
Union and Alaskan-arca private 
industry councils won national 
recognition last month for its suc­
cess in providing jobs for young 
people from the nation’s northern­
most state.
The National Association of 

Private Industry Councils 
(NAPIC) honored the SIU and the 
Anchorage/Matanuska-Susitna 
Private Industry Council for their 
work in training, then employing, 
Alaskans aboard U.S.-flag com­
mercial vessels. The presentation 
look place March I in 
Washington, D.C. at NAPIC’s 
annual forum.
Initiated in 1997 as a way to 

lower unemployment rates in 
Alaska, the program has attracted 
recruits from all over the state. It 
is strongly backed by Alaska's

congressional delegation - Sens. 
Ted Stevens (R) and Frank 
Murkowski (R) and Rep. Don 
Young (R) -  and its governor, 
Tony Knowles (D).
The union and council were 

declared one of two distinguished 
honorecs by the association. Only 
an Oregon-based training and 
employment venture ranked high­
er among the approximately 600 
entries and took the top prize.
“This means a lot to all of us 

involved in the program,” SIU 
Anchorage Representative Harold 
Holtcn said after receiving the 
Theodore E. Small Workforce 
Partnership Designated Honoree 
Award on behalf of the union.
“Everyone involved has 

worked hard to promote this in 
Alaska and make it work. We 
could not have done it without the 
backing of the SIU, the shipping

-V-
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companies who sail into Alaska, 
the fine people at (he private 
industry council and, of course, 
Senators Stevens and Murkowski, 
Congressman Young and 
Governor Knowles as well as 
their staffs.”
“ It is hard to believe how far 

we have come in less than two 
years,” noted Lynn Taylor, job 
partnership training program 
director for the city of Anchorage. 
"When Harold and (SIU Assistant 
Vice President) Bob Hall first pre­
sented this to us, we couldn’t 
believe what was available. We 
had never heard of these opportu­
nities in the merchant marine."
Under the program, young 

men and women who meet the 
requirements to enter training at 
the Paul Hall Center’s Lundebcrg 
School of Seamanship arc recruit­
ed by local government and job 
training officials. Holten works 
with these groups 11 screen the 
recruits and ensure they meet the 
qualifications required by the 
U.S. Coast Guard to hold a mer­
chant mariner’s document.
Once approved, they begin 

learning the skills needed to sail 
aboard U.S.-flag commercial ves­
sels through the Paul Hall 
Center’s three-phase unlicensed 
apprentice program.
The first phase takes place at 

the center, located in Piney Point, 
Md., where the students receive 
hands-on and classroom training 
to learn basic seamanship skills. 
This part takes 12-weeks.
Under Phase II, the Alaskan 

recruits work aboard a U.S.-flag 
vessel whose itinerary includes

Displaying the awards presented to the SIU and the Anchorage Private 
Industry Council for their work in recruiting young Alaskans to the U.S. 
merchant marine are SIU Representative Harold Holten (left) and Lynn 
Taylor from the city of Anchorage.

ports in their home state. They 
sail for 90 days to learn about life 
at sea by working in all three unli­
censed departments.
Phase III (raining returns to the 

Pa j ! Hall Center where the slu- 
de its receive department-specific 
training. Upon graduation, they 
are shipped out to their first job 
aboard a U.S.-flag commercial 
vessel.
The success of the Alaskan 

effort has spawned a similar pro­
ject in Hawaii. Lundcberg School 
Vice President Don Nolan staled 
the facility is willing to work with 
other councils and groups around 
the country interested in finding 
good, dependable employment 
for their young people.
However, the Alaskan recruit­

ment initiative was not the only 
project noticed by NAPIC in its 
award. It commended the riding 
gang program for Alaskan resi­
dents implemented by the SIU 
and local Alaskan governments 
last year. Like the unlicensed 
apprentice recruitment effort, this 
also is an ongoing project that is 
training Last Frontier state resi­
dents to work aboard SlU-con- 
tracted vessels that dock in 
Alaska.
This program has caught the 

attention of Rep. Young who 
addressed the first class of riding 
gang recruits on their graduation 
day last summer in Anchorage, 
where their training look place 
(see the July 1998 Seafare rs 

LOG).
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Seal? Land
Sea-Land Service, Inc.
1049 West 5th Avenue 
Anchorage, A laska 99501-1930 
(907) 274-2571

April 14 ,1999
Representative Brian Porter 
Speaker of the House 
State Capitol, Room 208 
Juneau, Alaska 99801

SENT VIA FAX 907/465-3834

Dear Speaker Porter:

I am writing to you today to encourage you to support HB 157, “The Alaskan Merchant Mariners 
Permanent Fund Dividend Equity Act”. This legislation is important to our ongoing efforts to recruit, 
train, and hire Alaskan residents for employment as officers and crew aboard our U.S.-flag vessels. 
For the past several years Sea-Land Service, Inc. has worked with other carriers and labor 
organizations to promote “local hire" of Alaskans aboard our vessels in the Alaska trade as well as 
on trading routes throughout the world.

Sea-Land’s commitment to hiring Alaskans is demonstrated in our efforts to offer apprenticeships 
aboard our vessels for the Seafarers International Union’s unlicensed apprentice program and our 
active support of scholarships for Alaskan residents wishing to attend the California Maritime 
Academy. Although we are proud of our success in providing these opportunities to Alaskans, we 
are concerned that the current denial of annual Permanent Fund dividends to Alaskan merchant 
mariners who may be at sea for over 180 days per year is hampering our efforts to employ 
Alaskans.

This issue comes up during the recruitment process. Our representatives must Inform Interested 
individuals that they may not be eligible for the Pennanent Fund dividend, of which most young 
Alaskans have grown quite accustomed to, if they go to sea. This is despite their being resident 
Alaskans and eligible on all other accounts. In addition, we are concerned that losing Permanent 
Fund eligibility status will create an added incentive for sea-going Alaskans to leave their home 
state and live Outside.

This is a scenario that our organization wishes to avoid if at all possible. The seagoing jobs aboard 
our U.S.-flag vessels are high-skilled, famlly-wage positions that would aid in growing Alaska’s 
economy. W e are proud to make every effort to offer these positions to native Alaskans. Your 
assistance In passing HB 157 will help to assure our work is a success for all Alaskans.

Sincerely yours,

SF.vLAND SERVICE, INC.

John H. Ohle 
General Manager, Alaska

cc: Representative Jerry Sanders, FAX# 907/465-3476  
Alaska Chamber of Commerce. FAX# 907/463-5515

* *  TOTAL PAGE.01 * *
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A L A S K A  S T A T E  A F E - C I O
2507 Commercial D riv e  • Anchorage, Alaska 99501'; 907-258-6284 • Fax 274-0570

MANO FREY 

Executive President

BRUCE LUDW IG 

Secretary /  Treasurer

April 18, 1999

RE: House Bill 157

Representative Jerry Sanders 
Stale of Alaska 
P. O. Box V 
Juneau, AK 99811

Dear Representative Sanders,

This ' ill will rectify and in justice to those Alaskan, men and women who have been 
denied a Permanent Fund Dividend, being solely because they were out of state due to 
careers as merchant mariners. The most ironic travesty is Alaskan mariners not being 
eligible for the Permanent Fund Dividend. A nationally acclaimed program was begun 
by the Seafarers International Union to recruit Alaskans into a training program 
ultimately resulting in a caiecr as a merchant mariner. On one harnj, the Seafarers Union 
recruits and trains for life long high paying jobs and on other hand, the state is denying 
the same people the Pennanent Fund Dividend because they are at s^a or out of state. We 
hold hardly support this legislation and thank you for your support.

Sincerely,

Mano Frey 
Executive President

MF/lf
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M , usic swelled at Chris 
Ludlow’s bon .voyage party. F iddle, 
gu itar, dobrp and one e lec tric  key- 
oard  manned b y  two p layers 
(lined tw o  dozen voices in  polkas, . 
yrnns and H ank W illiam s songs. 

n the m iddle o f the liv in g  room 
loor sat a hat fu ll o f  cash collected 
rom the guests, a lit t le  spending j,  

noney fo r  the tr ip . F rom  the 
dtchen w afted the smells o f w ild  
ish and game accompanied by a 
m ngent h in t o f seal oil.

“  be aw hile  before Ledlow 
ta ^ ^ ^ ^ o s e  smells again. A t th is 
k u ^ H P ie  is on his way to the Sea- 
’a re rs  In ternationa l Union’3 H a rry  
jundcberg  School o f Seamanship 
h “P iney Point, M d.'O ver the next 
few weeks, he plans to  complete 
lis  tra in in g  aa a m erchant m a rin e r ■ 
^  a com m ercia l sa ilor licensed to 
work on large cargo ships. B y  sum- 
m c j^ ie  soft-spoken, square-shoul- 
d e ^ ^ p id  reso lu te ly  cheerfu l 19- 

should be in the engine 
room o f an oceangoing vessel 
somewhere out on the seven seas.

Ledlow, from  the Yukon R iver 
v illage  o f  S t  M arys, is  among the

"My whole family's really 
enthusiastic about what 
I'm doing. Except my 
grandmother. I think she's 
a little worried."

’ ■ — Chris Ledlow o f St. Marys,
un becoming a merchant mariner

f i r s t  Alaskans to complete the m er­
chant m arine em ploym ent program  
o ffe red  by the union. Upon gradua­
tion , he’l l  be placed in a job  making 
about $30,000 a year, e lig ib le  fo r 
rap id  additional tra in ing  and ad­
vancement up the wage scale.
, Please soe Pape E-4, MARINER

Ah

   ___

S t . M a r y s  teen leaves  m ila g e ,'  
b e c o m e s f ir s t  A la s k a 'ls la t iv e ^ ^  
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T be drug-free and have no 
felony conviction*, The na­
tional i

the Seafarer* Interna- * , 'We can take a* many Into 
tional Union opened an die merchant marine employ-
Anchorage office two taent program a*-will apply,",

yean ago. According to the . he said. . - V i ' : ^  tionuf cut-off age
unkmli Anchorage repreaen- •. h) date, 28 Alaskans hava • .exception is made 
tative, Harold liotian. there's .. entered in the program, and - Ala*ken*. Individuals
a rising demand for Qualified 18 have graduated. AppB-, L' ' to kri
aaliora as more big ships >-.-.jc epntsmuatbetf least 18, If
cxnoe oo-lina. iL jh iw  efgbthgndeim^i

know more about 
gram should call Holten
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MARINER: Teen joins up
Continued from Page E-1 I

That’s not a bad start for a 
teenager from the Bush. As 
he approached the end of 
high school, Ledlow realized 
that job options in rural Alas­
ka would be limited. In St. 
Marys, he might work at the 
airport, in the volatile fishing 
industry, change tires like he 
did at his father’s mechanic 
shop, or work at one of the lo­
cal grocery stores, which he 
also did for a while.

“I  was at a point I  wasn’t 
really sure what to do,” he 
said. “I  was working at a can-

• nery in Dillingham when one 
of the merchant mariners 
there talked to me about this 
program and let me know 
how to get in touch with 
them.”

A few weeks after he 
called the union’s Anchorage 
office, Ledlow found himself 
in Piney Point learning basics 
of shipboard terms and pro­
cedures, nautical history, 
math, first aid and how to use 
a lifeboat.

He also was learning new 
things about himself. The 
school is run along m ilitary 
lines. Students wear uni­
forms, march to meals, learn 
to reply with a snappy “Yes, 
sir” or “No, sir.”

“I didn’t know what to 
think,” Ledlow said. “A few  
years ago, I  told myself that I  
would never be military, nev­
er wear a uniform and never 
do dishes. In three months, I  
did all three and didn’t mind.” 

The first land-based phase 
of training was followed by 
hands-on experience at sea. 
Ledlow was assigned to the 
Greatland, one of the large 
container ships making 
weekly runs between Thco- 
ma, Wash., and Anchorage.

This part of the course lets 
students get a feel for d iffer­
ent jobs and find out what 
they are most comfortable 
with. Ledlow . spent time 
working on deck and in the 
galley, but discovered that 
what he really liked was the

engine room. The regime of 
wiping down giant machines, 
dismantling, cleaning and re­
assembling parts, reading 
gauges and standing watch 
struck a chord in the kid who 
grew up watching his dad fix  
cars and outboard motors. •

“I  was down there for a 
month, but it seemed like two 
weeks,” he said.

The Greatland’s schedule 
put him in Anchorage every 
Sunday, where he could 
spend time with fam ily and- 
take his grandmother to 
church.

Grandma — M arie Tyson 
— is a well-respected tradi- 
tion-bearer from the lower 
Yukon. William Tyson Ele­
mentary-School is named for 
her late husband. It  was at 
her house that the bon voy­
age party took place. She told 
callers she was inviting “just 
a few people. Not a big 
crowd." But guests’ cars 
filled both sides of the street 
for a block, and a mountain of 
shoes marked the entry.

“Actually, it’s n o t crowded 
compared to her usual get-to­
gethers,” said Rose Tyson, 
Ledlow’s aunt. “Let’s just say 
you can see the floor.”

Every man in the room was 
fam iliar with boats and water. 
Most had done commercial or 
subsistence fishing at some 
time in their lives. But while 
no .special credentials are 
needed to be a hand on a fish­
ing boat, you need to have the 
right papers and certifica­
tions to work on a big ocean­
going vessel.

When Ledlow completes 
his next few weeks of train­
ing, he’ll be the first Alaska 
Native to earn those papers 
through this program. The 
room filled with a sense of re­
spect and hope for the young 
man as friends and kin sang 
the Lord’s Prayer in Yup’ik.

"We’re all so proud of 
Chris,” Rose Tyson said, “and 
we always have been. H e’s 
never been in any trouble. 
We’ve never had to worry 
about him getting into drugs

or anything like that.”
“M y whole fam ily’s really 

enthusiastic about what I ’m 
doing,” Ledlow said. “Except 
my grandmother. I  think 
she’s a little  worried.”

In  his final phase of train­
ing, Ledlow will gqt specialty 
training in his area of interest 
— the engine room. H e’ll 
graduate with the designa­
tion of “unlicensed appren­
tice” and immediately go to 
work making about $30,000 a 
year. A fter four months on 
the job, he’ll be able to up­
grade to “able-bodied sea­
man.” Advanced ratings to 
“bosun” or “first mate” could 
follow.

School costs are largely 
covered by the companies 
that contract with the union 
for men and women to run 
their ships. In  Ledlow’s case, 
he also received assistance 
through the state’s Jobs 
Training Partnership Act of­
fice.

Ledlow said the idea of 
travel and a flexible work 
schedule appealed to him. 
Union members typically 
work four months on, two off. 
That’s plenty of time to recon­
nect with family in Alaska, . 
even if  his ship doesn’t pall on 
Anchorage every Sunday.

Anchorage union repre­
sentative Harold Holten is 
betting it won’t.

“O f the 18 Alaskans 
who’ve graduated from this 
program so far, not one is 
working on an Alaska ship,” 
he said. “And this one won’t 
either. I can see that glitter in 
his eye.”

Ledlow grinned at that, 
and his eyes did seem to glit­
ter. But he admitted to al­
ready missing one thing from  
home — Grandma’s salmon.

“I  had salmon down there 
in Maryland," he said. “It  
wasn’t the same. I  couldn’t 
taste the fish.”

■ Dally N ew s arts editor Mike Dun­
ham  can  be reached  by e-m ail at 
m dunham 6 adn.com .
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Sally Bos tw ick , Ship V is itor 
1566 Thuja Avenue 
Anchorage, A laska 99507

phone (907)349-3471 
email sbostwick@anchor.net

Rep. Jerry Sanders 
Ref: HB 157 
A ttn : Eddie Burke 
Fax-907 -  465 -  3476 
Rep. Sanders and House Comm ittee:

I am acting po rt chapla in in A n c h o re t and havp frequent con ta c t w ith the 
seafarers. As a representative of the r^o s tle sh ip of the Sea, a Vatican 
designated ou treach to seafarers, also a member o f the North American 
M in is try to Mariners, and as an Alaska resident I am particu la rly concerned 
w ith the inequ ity in A laskan seafarer elig ib ility fo r Alaska permanent fund 
dividends. Those A laskan seafarers are currently penalized from residency 
elig ib ility because o f extended absences from the sta te while serving on 
ships. The m aritim e industry does not affo rd the mariner the luxury of 
selecting rou tes or dura tion at eea. Most seafarers are shipboprd fo r 8 to 9 
month, enduring fam ily separation and frequently dangerous wea the r and 
work s itua tion . During these extended absences the seafarer is aboard ship. 
The seafarer does no t establish another residence. For the m os t part, a 
seafarer is in po rt 24 hours during o ff and on-loading only. Hence, the only 
residence o f the merchan t seafarer is his/her Alaskan home or the ship 
stateroom
As you are aware waterborne shipping i9 the most econom ica l and safe 

means of transpo rt fo r the many goods we need in the 9tate, Those people 
engaged in th is industry support the local economy through de live ry of 
goods/materia ls. Their in current questioned elig ib ility fo r PFD is an 
economic in jus tice . A t the same time fam ily members in residence in the 
state support th e local economy and services through prope rty tnxea and 
"buy A laska". The seafaring Industry is critica l to the sta te and 
partic ipation o f A laska mariners in PFD i6 justified . Absences from  the ir

„  9 0 7 3 4 6 4 6 8 ?
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A laskan homes fo r the seafarers are one of the negative fac to rs in the ir 
chosen careers. Nevertheless, if Alaska goods and goods fo r A laska receive 
appropria te d is tribu tio n we as a maritime sta te depend on these seafarers. 
Today, A iaska you th are becom ing more in terested in maritim e careers. 
Penalties associa ted w ith lack of seafarer e lig ib ility fo r PFD w ill discourage 
young seafarers and even jeopardize Alaskan consumers w ith  increased 
transpo rta tio n costs .

The re fo re /inc lus ion of Alaskan seafarers/mariners e lig ib ility fo r PFD is 
s trong ly endorsed .. This position is supported by the Apostlesh ip of the Sea 
and the A rchd iocesan sponsor fo r the Apostlesh ip .

Thank you ....

Apostlesh ip of the Sea 
Archd iocese of Anchorage

APR-29-1993 13=16
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REPRESENTATIVE 
JERRY SANDERS

District 19

A nchorage
716 W 4th Ave , *610 
Anchorage. AK 99501 
Phone (907) 269-0199 

Fax (9071 269-0197

Juneau 
Slale Capitol Room 414 
Juneau. AK 95801-1182 
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HB157: Permanent Fund Dividend for Alaskan Merchant Mariners
Sponsor Statement

This legislation is sought to enhance maritime job opportunities for Alaskans and, in particular, 
Alaskan youth.

I first learned of the need for this legislation when I spoke to several parties involved in 
Alaska’s maritime transportation industry. I was advised of an effort launched to attract 
Alaskans to job opportunities in the U.S. Merchant Marine. This effort has been a unique and 
successful partnership between Alaska’s three Private Industry Councils and the Seafarers 
International Union (SIU) that has contributed greatly to workforce and economic development 
in Alaska. This partnership on occasion is having difficulty recruiting as a result of an oversight 
in Alaska’s Permanent Fund dividend program. Alaskans who make their living aboard deep- 
sea, U.S. flag vessels may often be working aboard these ships for over 180 days per year. 
This makes them ineligible for their dividend check because their desired profession requires 

A  them to be aboard ships. In many cases these Alaskans could be aboard the cargo or tank 
vessels serving Alaska -  yet still be denied a Permanent Fund check.

Since the inception of this partnership in September 1997 to the present, 25 eligible Alaskan 
residents have successfully completed the SIU apprenticeship-training program and are now 
fully employed.

The average salary for those Alaskans newly employed through this program is $32,000/year 
and all receive full family medical, dental, pension, education, and vacation coverage. As 
Alaskans committed to "local hire", we should not be upholding obstacles for employment 
opportunities for our youth.

More importantly, this award winning training and placement program would have an improved 
ability to recruit Alaskan youth for quality training and high skill/family wage employment.

Another case I am familiar with is a ten-year Alaskan resident who sails aboard tankers in the 
TAPS trade. He has consistently been denied the Permanent Fund dividend since his work as 
a merchant seaman is not considered an allowable absence. This determination is not a 
question of his residency.

Passage of this bill will give these limited number of people their rightful claim to the 
Permanent Fund dividend.

Endorsement: Alaska State Chamber of Commerce
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The FINANCE Committee considered:

HOUSE BILL NO. 159

H B  159

PERS PEACE OFFR STATUS CORRECTION EMPLOYE

"An Act granting certain employees in correctional facilities status as peace officers under the public employees’ 
retirement system."
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FISCAL NOTE

Revision D a t e / T i m e _________________________ Dept. Affected___________ Administration________
Title An act granting certain employees in state BRU Centralized Administrative Services
correclional facilities status as peace o fficers...________________ Component Retirement and Benefits___________
Sponsor Representative Davis_________________________  __________________________________

Requester House Finance_______________________________Component No. 64

Expenditures/Revenues_____________________________ (Thousands of Dollars)____________________

S T A T E  O F  A L A S K A  B I L L  N O .  C S H B  1 5 9 (F !N )
2000 L E G I S L A T I V E  S E S S IO N

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND S O U R C E __________________________________________(Thousands o f Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

TO TAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate o f any cu rre n t yea r (FY2000) co s t: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page i f  necessary)
The Public Employees’ Retirement System (PERS) allows peace officers to retire with 20 years of 
service and non-peace officers to retire with 30 years of service, regardless of age. The Finance 
Committee substitute to HB 159 would allow a non-correctional officer with 20 years of PERS state 
correctional facility service to convert that service to service as a peace officer, thereby allowing the 
individual to retire. The individual would be required to pay the full actuarial cost of this conversion, 
either in a lump sum or through a lifetime retirement benefit reduction. Since the full actuarial cost is 
paid by the employee, this legislation has no fiscal impact (o the State of Alaska or other PERS 
employers.

Phone 465-4471
Date/Time 2/24/00 11:17AM  

Date

Prepared by:  Guy Bell
Division

Approved by Commissioner 
Agency Department o f Administration

PREPARER TO PROVIDE ALL DISTRIBUTiON'fcfOPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor’s Legislative Office
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A l a s k a  S t a t e  L e g i s l a t u r e

R e p r e s e n t a t iv e  G a r y  D a v is

H O U S E  B I L L  1 5 9  

S P O N S O R  S T A T E M E N T

Correctional officers, like police officers, parole officers and fire fighters have the 
opportunity to retire after acquiring 20 years of service. This opportunity is offered 
primarily as an employment incentive. The state recognizes that these individuals are in 
a highly stressful and dangerous type of employment and offers this as an inducement 
to them to remain with their careers.

Correctional officers, however, are not the only employees at Alaska's facilities faced 
with stressful, dangerous situations. Nor are they the only ones who have consistent 
contact with inmates on a daily basis. Most other employees also have constant 
contact. It doesn't matter whether they are working in the kitchen, in the infirmary, in 
maintenance, in the library or in the administrative offices. These employees work 
alongside of inmates every day. If there is a problem requiring a "lock down" situation, 
these employees are included in that lock down. It is this type of stress that can and 
does lead to high employee turnover. Allowing them to retire after 20 years of service 
instead of the current 30-year requirement can provide the incentive needed to keep 
them on the job.

House Bill 159 provides non-correctional officer employees this opportunity and 
incentive. In essence, it allows an individual to retire after 20 years of credited service 
at a correctional facility. The required employee contribution increases from 6.75 
percent to 7.5 percent to match that of correctional officers. Credit for prior correction 
facility employment may be purchased for the cost of the additional employee 
contribution plus any required interest. Like correctional officers, these employees 
would be abie to irrevocably terminate this coverage if they so chose.

House Bill 159 recognizes that any type of employment at correctional facilities can be 
stressful and dangerous. It provides individuals who work there with an incentive to 
remain at their jobs. It can also result in benefits to the state. With less employee 
turnover, fewer funds are needed to train new employees. These savings can revert to 
the general fund, or they can be used to provide additional on-going training for existing 
personnel.

Session: Slate Capitol, Juneau, AK 99S01 •Phone 907/465-2693 or 800/463-2693 •  Fax 907/465-3835 
Interim : I45 Main St. Lp., Stc. 223, Kcnai, A K  99611 •  Phone 907/283-7095 or 907/224-2051 •  Fax 907/283-3075

Email: Rcprescntativc_Gary_Davis@legis.slate.ak.us

mailto:Rcprescntativc_Gary_Davis@legis.slate.ak.us


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

R e p r e s e n t a t iv e  G a r y  D a v is

H O U S E  B I L L  1 5 9  

S E C T IO N A L  A N A L Y S IS

"An Act granting certain employees in correctional facilities status as 
peace officers under the public employees' retirement system."

Section 1: Amends AS 39.35.680(28) to include employees of a correctional facility,
other than correctional officers or superintendents in the definition of 
peace officer as it relates to the public employees' retirement system.

Section 2: Allows an employee with prior credited service as a correctional facility
employee to convert this to service as a peace officer by claiming that 
service before the employee retires. Upon claiming the prior service, the 
employee will owe an indebtedness equal to the contributions the 
employee would have made had the prior service counted toward peace 
officer service minus the contributions the employee actually made. 
Ir*erest on this indebtedness accrues beginning July 1, 1999. Any 
outstanding indebtedness existing at the time of retirement will require an 
actuarial adjustment to the benefits payable.

Session: Stale Capitol, Juneau, AK 99801 •  Phone 907/465-2693 or 800/463-2693 •  Fax 907/465-3835 
Interim : 145 Main St. Lp „ Sle. 223, Kenai, AK 99611 •  Phone 907/283-7095 or 907/224-2051 • Fax 907/283-3075

Em ail: Rcprcsentative_Gary_Davis@legis.state.ak.us

mailto:Rcprcsentative_Gary_Davis@legis.state.ak.us


§ 39.35.154 Public Officers and Employees 740
or s t a t e  g o v e rnm en t  pays t h e  em p l oy e r ’s contributions. I f  t h e  amount  tha t  t h e  federal 
g o v e r n m en t  may legally contribute to t h e  system is low er  than t h e  r e qu i r ed  employer*  
contribution, t h e  stat e g o v e rnm en t  shall contribute t h e  di ff er ence .  I f  t h e  em p l o j e r ’a 
contributions are  not paid w h e n  due ,  s e r v i c e  credit for t h e  period o f  de linquency may not 
b e  g r an t ed  until th e  contributions a r e  paid. (§ 1 ch 53 S L A  1965)

S e c .  39.35.154. N o r t h  P a c i f i c  F i s h e r y  M a n a g e m e n t  C o u n c i l  e m p l o y e e s .  An
em p l o y e e  o f  t h e  North Pacific F i sh e ry  Mana g em en t  Council appo in t ed  und er  16 U.S.C. 
1852(f)(1) (§ 302(0(1) o f  P. L .  94-265), w h o s e  compensation is paid from allotted federal 
funds, is included in th e  sy st em  if t h e  council pays t h e  em p l oy e r ’s contributions. I f  th e  
em p l o y e r ’s contributions are  not paid w h en  due, cr edit ed s e r v i c e  for t h e  p eriod of 
de linquency may not b e  gr anted  until t h e  contributions are  paid. (§ 1 ch 86 S L A  1977)

L e g is la t iv e  h is to ry  reports . —  For report on ch.
86, SLA 1977 (CSSB 135), see 1977 House Journal, p.
1206; 1977 Senate Journal, p. 535.

Secs. 39.35.155 and 39.35.157. Former magistrates; Tokyo office employees. [Repealed, § 60 ch 21 SLA 1985.]
S e c .  39.35.158. A d m in i s t r a t i v e  d i r e c t o r  o f  c o u r t s .  An administrativ e  director of 

t h e  Alaska  court syst em w h o  w i thdraws  from t h e  judicial r e t i r em en t  sy st em undci A S  
22.25.012 is e l ig ibl e for m em b e r s h i p  in t h e  system and sir '1 r e c e i v e  cr edit ed s e r v i c e  in 
t h e  sys t em  for s erv ic e  r end ered  as administrative director.' b e  e l i g i b l e  for m em b e r s h i p  
in t h e  syst em under this subse ct ion,  t h e  administrative di t o r  m u s t  contribute  to t h e  
sy st em

(1) t h e  amount t h e  director would h a v e  contributed if  t h e  director h a d  b e e n  a m em b e r  
during t h e  director’s period o f  m em b e r s h i p  in t h e  judicial r e t i r em en t  syst em; and

(2) any contributions for s e r v i c e s  as administrative director r e f und ed  by  t h e  sy s t em  at 
t h e  t ime t h e  director b e c a m e  a m e m b e r  o f  th e  judicial r e t i r em en t  sy st em. (§ 30 ch  146 
S L A  1980)

A rtic le  3. C ontributions by Em ployees.

S ec tio n  Section
160. Am ount o f employee conta.butions 230. Refund upon death o f re tired  employee
170. Em ploym ent contributions m andatory 240. W ithdraw a l of v o lu n ta ry  contributions
180. Voluntary contributions by employee 
200. Refund upon term ination o f em ploym ent for 

reason other than death

S e c .  39.35.160. A m o u n t  o f  e m p l o y e e  c o n t r i b u t i on s ,  (a) B eg inn in g  January 1, 
1987, e a c h  p e a c e  officer or fire f i g h t e r  shall contribute  to t h e  3ys t em  an amount e qua l  to 
s e v eD  and one -hal f  p er c ent  o f  t h e  p e a c e  officer’s or fire f i g h t e r ’s compensation.  B e g inning  
January 1. 1987, e a c h  o th er  em p l o y e e  shall contribute  to t h e  sy s t em  an amount e qua l  to 
six and th r e e - quar t e r s  p e r c en t  o f  t h e  em p l oy e e ’s compensation . T h e  contributions shall 
b e  d educ t ed  by t h e  employe r at t h e  end  o f  e a c h  payroll period.  T h e  contributions shall b e  
d educ t ed  from emp loy e e  c ompensa t ion  b e f o r e  computation o f  a p p l i ca b l e  f ederal taxes , 
and t h e  contributions shall b e  t r e a t ed  as em p loy er  contributions under  26 U.S .C.  
414(hX2).

(b) [Repealed, § 6 ch 135 SLA 1980 and § 39 ch 146 SLA 1980.] (§ 8 a ch  143 S L A  
1960; am § 2 ch 235 S L A  1968; am  § 3 ch  35 S L A  1969; am § 5 c h  109 S L A  1970; am § 5 
ch 159 S L A  1972; am § 2 c h  58 S L A  1979; § 6 ch  135 S L A  1980; am  § 39 ch 146 S L A  
1980; am § 15 ch 82 S L A  1986)
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employee.' w ith  enough service cred it in the civil jnent. benefit u n der th a t  system , and  inaue sty lis tic
service retirem en t system  to be eligible for a re tire - changes.

Article 6. Benefits.

S ection
370. R etirem en t benefits
3E3. A lte rn ate  benefit for elected public officers 
385. Conditional service re tire m e n t benefits 
389. A lte rn ate  benefits for EPOR S m em bers 
395. V oluntary contribution benefit 
400. Nonoccupationa) d isab ility  benefits 
410. O ccupational disability  benefits 
435. Reem ploym ent of disabled em ployees 
420. N onoccupational dea th  benefits 
430. O ccupational death  benefit 
440. D eath  after occupational disab ility
450. Jo in t and survivor option
451. Spouse survivor benefits u n d er Public E m ploy­

ees R etirem ent Act of 1949 
4o5. R ights under qualified dom estn  rela tion s o rder 
475. P ost-re tirem en t pension ad ju stm en t

S ection
480. Cost-of-living allow ance
485. M inim um  benefit
490. D esignation of beneficiary
495. Time lim it for application
500. Safeguard  of em ployee funds held by th e  sysl .-m
505. E xem ption of em ployee funds and  benefits
510. V oluntary w aiver of benefits
520. A djustm ents
522. W aiver of ad ju stm en ts
527. E lection to te rm in a te  coverage as a peace officer 

or fire fighter 
530. L im it on pension 
535. M edical benefits 
541. A ctuarial reduction  of benefit
546. Tax exem ption
547. Effect of am end m en ts

N O TES  TO  D E C IS IO N S

V ested  b e n e f its .  — B enefits u n d er Public  E m ploy­
e e s 'R e tirem en t System  a re  in th e  n a tu re  of deferred 
com pensation and the r ig h t to such  benefits v ests  
im m ediately  upon an em ployee’s en ro llm en t in th a t  
system . H am m ond v. Hoflbeck, 627 P.2d 3052 (A laska 
1981).

The vested benefits p ro tected  by A laska C ot:it., a r t .  
X ll, § 7, necessarily  include no t only the do llar 
am o un t of the  benefits payab le, b u t th e  req u irem en ts

for eligibility as well. H am m ond v. Hofibeck, 627 P.2d 
1052 (A laska 1981).

T he fact th a t  r ig h ts  in Public  E m ployees' R e tire ­
m e n t System  v est on em ploym ent does n o t p reclude 
m odifications of the  system ; th a t  fact does, how ever, 
req u ire  th a t  any  changes in th e  system  th a t  o p e ra te  to 
a given em ployees d isad v an tag e  m u st be offset by 
com parable new  ad v an tag es  to th a t  em ployee. 
H am m ond v. Hoflbeck, 627 P.2d 1052 (A laska 1981).

S e c .  39.35.370. R e t i r e m e n t  b e n e f i t s ,  (a) S u b j e c t  to A S  39.35.450, a t e rminated  
em p l oy e e  is e li g ibl e  for a normal r e t i r em en t  b en e f i t

(1) at a g e  60 with  at l ea s t  f ive  y ea rs credit ed s ervi c e ;
(2) wi th  at least 20 y ears  o f  credit ed s e r v i c e  as a p e a c e  officer or fire f i ght er ;  or
(3) with  at least  30 y ea rs  o f  credit ed s e r v i c e  for all o t h e r  em p l oy e e s .
(b) S u b j e c t  to A S  39.35.450, a t erminated  em p l o y e e  is e l i g i bl e  for an early r e t i r em en t  

b en e f i t  at  a g e  55 with at. l ea s t  f ive  y ears credit ed  s erv ic e .  An actuarial adjus tmen t shall 
b e  m ad e  to r e t i r em ent  b en e f i t s  paid und er  this section for an early r e t i r em en t  b en e f i t .  
T h e  monthly amount o f  a r e t i r em en t  b en e f i t  t h a t  would b e  d u e  und er  (c) o f  this s ection 
shall b e  r edu c ed  by  multiplying on e -ha l f  o f  on e  p e r c e n t  times t h e  n u m b e r  o f  months ,  to 
t h e  n ea r e s t  month,  by  w h i c h  t h e  r e t i r em en t  da t e  o f  t h e  em p l o y e e  falls short  o f  t h e  d a t e  
that  t h e  em p l oy e e  r e a c h e s  a g e  60.

(c) T h e  monthly amount  o f  a r e t i r em en t  b en e f i t  for a p e a c e  officer or fire f i g h t e r  is two  
p e r c en t  o f  t h e  a v e r a g e  monthly compensat ion times  t h e  y ea r s  o f  cr edi t ed  s e r v i c e  t h r o u g h  
10 years ,  plus two  and on e -ha l f  p e r c en t  o f  t h e  a v e r a g e  monthly compensa tion t im es  t h e  
y ears  o f  s er v ic e  o v e r  10 years .  Fo r  all o t h e r  em p l o y e e s  it is

(1) tw o  p e r c en t  o f  t h e  a v e r a g e  monthly compensat ion times all y ea r s  o f  s e r v i c e  b e f o r e  
July 1, 1986, and for y ea rs  o f  s e r v i c e  t h r o u g h  n total o f  19 years ;  plus

(2) two  and on e -quar t e r  p e r c e n t  o f  t h e  a v e r a g e  monthly comoensation t imes  all y ea r s  
o f  s e r v i c e  a f t er J u n e  30, 1986, o v e r  10 y ea r s  o f  total s e r v i c e  t h r o u g h  20 years ;  plus

(3) tw o  and on e -ha l f  p e r c en t  o f  t h e  a v e r a g e  monthly compensa tion times  all y e a r s  o f  
s er v ic e  a f t er  J u n e  30, 1986, o v e r  20 y ea r s  o f  total s en d e e .
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(d) T h e  monthly amount o f  a r e t i r emen t b ene f i t  for a d e f er r ed  v e s t e d  m em b e r  shall b e  
d e t e rm in ed  in accordance with (c) o f  this section as it was in e f f e c t  on t h e  d a t e  o f  t h e  
em p l o y e e ’s termination of  employment.

( e )  Bene fi ts  payabl e  under this section accrue from t h e  first day of  t h e  month  aft er 
w h i c h  all o f  t h e  following r e qu ir em en ts  are  met:  (1) t h e  m e m b e r  m e e t s  t h e  eligibility 
r e qu i r em en t s  of  this section; (2) t h e  m em b e r  t erminates  employment ;  and (3) t h e  m e m b e r  
app li es  for retirement. T h e  b en e f i ts  ar e  payabl e  t h e  last day o f  t h e  month. I f  p aym en t  is 
delayed,  a, r etroactive p a vm en t  shall b e  m ad e  to co ve r  t h e  p eriod o f  d e f erment.  T h e  last 
p a ym en t  shall b e  mad e for t h e  month in whi ch  a b ene f i t  is p aya b l e  under this section.

(0 A  m em b e r  w h o  is v e s t ed  in t h e  syst em as a p e a c e  officer or fire f i ght er  at  t h e  t ime 
t h e  m em b e r  incurs a p e rman en t  disability of  at least  33 V3 p e r  c ent und er  w o r k e r s ’ 
compensation and w ho  (1) und er g o e s  retraining b e c a u s e  o f  t h e  disability; and (2) is 
su b s e q u en t ly  employed with t h e  s ta t e  or o t h e r  employ er  in a position o t h e r  t han  p e a c e  
officer or fire fighter, is e li gible for a normal re t i r emen t b en e f i t  as a p e a c e  officer or fire 
f i g h t e r  und er (a) and (c) o f  this section upon compl eting 20 years  o f  credit ed s e r v i c e .  (§ 18 
ch 143 S L A  1960; am § 2 ch 102 S L A  1963; am § 7 ch 155 S L A  1966; am § 5 ch 235 S L A  
1968; am § 6 ch 109 S L A  1970, am §§ 6, 7 ch 159 S L A  1972; am § 15 ch 47 S L A  1974; 
am § 34 ch 128 S L A  1977; am § 33 ch 146 S L A  1980; am §§ 22 —  24 ch 82 S L A  1986; am 
§§ 34, 35 ch 11.7 S L A  1986; am § 14 ch  4 F S S L A  1996)

R c v i s o i ’s r o te s .  — In 3989, the term  “fire fighter" 
w as su b s titu ted  for "fireman" in th is  section u n d er 
§ 60, ch. 50, SLA 1989.

C ro s s  r e f e re n c e s .  — For 3980 a d ju s tm e n tto  p en ­
sions of re tire es  who were disabled a t  the  tim e of 
re tire m e n t, see § 49, ch. 346, SLA 3980 in  the  T em ­
p o rary  and  Special Acts and Resolves; for 3986 in ­
crease in re tirem en t benefits for certa in  em ployees of 
the T errito ry  of AJaska, see § 54, ch. 82, SLA 3986 in 
the T em porary  and Special Acts and Resolves.

E f fe c t  o f  a m e n d m e n ts .  — The 3996 am end m en t, 
effective Ju ly  1, 3996, added the  la s t sen tence  in 
subsection  (b).

E d i t o r ’s  n o te s .  — In general, a p e rso n ’s r ig h t to 
benefits u n d e r the  s ta te ’s public employee re tirem en t 
sy stem s v ests  w hen the person jo ins th e  system . 
H am m ond v. Hoflbeck, 627 P 2 d  3052 (AJaska 3961).

’’'herefore, form er law  m ay govern th e  benefits of som e 
a .em bers of the public em ployees' r e tire m e n t system , 
jh e  u ser is advised to ascerta in  w hich version  of the  
s ta tu te  is applicable. E a rlie r  versions of th e  s ta tu te s  
can be found in p rio r editions of the A Jaska S ta tu te s  or 
in the  published Session  Laws of A laska.

Section 57, ch. 82, SLA 3986 provides: “S ections 36, 
22-23, 25-27, 42-45, and  50 of th is  Act app ly  only to 
m em bers first h ired  u n d er the Public  E m ployees' 
R e tirem en t System  a fte r  Ju n e  30, 1986.”

Section 44, ch. 4, FSSLA 1996 provides th a t  no th ing  
in th a t  Act, w hich am ended  subsection (b), “modifies 
or te rm in a te s  th e  te rm s of a collective b a rg a in in g  
ag reem en t in effect on Ju ly  1, 1996.” U n d er § 45, ch. 
4, FSSLA 3996, th e  provisions of th a t  Act, which 
am ended subsection  (b), ore no t severab le , n (w ith ­
s tan d in g  AS 01.10.030.

N O T E S  T O  D E C IS IO N S

E m p lo y m e n t  c r e d i t s ’ r e s t r i c t e d  u s e .  — T he 
p h rase  “cred it for em ploym ent" as used in § 7, ch. 89, 
SLA 1989, canno t be combined w ith age to de te rm ine  
a m em ber's  eligibility for re tirem en t benefits; ra th e r , 
§ 7 em ploym ent cred its can only be app lied according 
to th e ir  in ten d ed  use: to de te rm ine  y e a rs  of service

req u irem en ts  in th e  overall de te rm ina tion  of a m em ­
b er’s eligib ility  for re tirem en t. Jo hn son  v. Public  E m ­
ployees R e tirem en t Bd., 848 P.2d 263 (A laska 1993).

C i te d  in Sheffield v. A laska Pub. E m ployees'A ss'n , 
732 P.2d 1083 (A laska 1987).

• C o l la te r a l  r e f e re n c e s .  — 67 C.J.S. Officers, § 243 m en t p lan . 42 ALR2d 461; 46 ALR3d 464. 
e t seq. M an dato ry  re tire m e n t of public officer or em ployee

R ights and liabilities as betw een em ployer and  based on a ”e. 81 ALR3d 811. 
em ployee w ith  respect to general pension  or re tire -

Sec. 39.35.380. Early retirement benefits. [Repealed, § 55 ch 128 SLA 1977.]
S e c .  39.35.381. A l t e r n a t e  b e n e f i t  f o r  e l e c t e d  p u b l i c  o f f i c er s ,  (a) An  e l e c t ed  

public officer is e l ig ibl e  for a publ ic  officer b en e f i t  if t h e  officer is retired und er  A S  14.25 
( t e a c h e r s ’ r e t i r em en t  system).  Only fully paid cr edi t ed  s e n d e e  as an e l e c t ed  pub l ic  officer 
o f  a municipality or o t h e r  political subdivision, e a rn ed  w h i l e  t h e  municipality or political
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i2) [Repealed, § 60 ch 137 SLA 1982.]
(3) [Repealed, § 60 ch 137 SLA 1982.]
(4) t h e  adjustment was not t h e  r esult  o f  er ron eous  information suppli ed  by t h e  

m em b e r  or beneficiary;
f5) b e f o r e  t h e  adjustment was made ,  t h e  m e m b e r  or beneficiary r e c e i v e d  confirmation 

from t h e  administrator that th e  em p l o y e e ’s or b ene f iciary’s r ecords w e r e  correct; and
(6) t h e  m e m b e r  or beneficiary had no r e a s ona b l e  grounds  to b e l i e v e  t h e  em p l oy e e ’s or

b ene f iciary’s records w e r e  incorrect b e f o r e  t h e  adjustment  was mad e .
(b) In ord e r  to obtain consideration o f  a w a i v e r  und er  this section, t h e  a f f e c t ed  m em b e r  

or b ene f iciary mus t ap p ea l  to t h e  board  in writing within 30 days a f t e r  r e c e i p t  o f  notice 
t hat  t h e  records h a v e b e e n  adjusted. T h e  b oard shall rule  on t h e  a p p e a l  in writing within 
120 days a ft er  its r ec eipt.

(c) T h e  board  may, at its discretion, conduct a h e a r in g  on an a p p e a l  und er  this section. 
In r ea ch in g  a decision on an appeal , t h e  b oard  may  issue  su b p o ena s ,  administ er oaths, 
c ompe l  t h e  at t endanc e and testimony o f  w i tn e s s e s ,  compe l  t h e  taking o f  depositions and 
t h e  submission o f  affidavits, and compe l  t h e  production o f  do cumen ts and records.

(d) T h e  board may impose conditions on t h e  gran t in g of  a w a i v e r  w h i ch  it considers 
equi ta bl e .  T h e s e  conditions may include r equir in g t h e  m em b e r  or b ene f iciary to m ak e  
additional contributions to the  syst em.

(e) T h e  board may reconsider a ruling und er  this  section upon r e q u e s t  o f  t h e  m em b e r  
or b enef iciary or t h e  administrator if t h e  r e q u e s t  is r e c e i v ed  within 30 days after t h e  
initial ruling. Any modification o f  t h e  initial ruling mus t  b e  m ad e  within 30 days aft er 
r ec e i p t  o f  a r e q u e s t  for reconsideration.

(0 Rulings and modifications o f  rulings und er  this section shall b e  by  a majority o f  a 
quorum o f  t h e  board.

(g) Rulings on app ea l s  and r e q u e s t s  for r econsideration under  this section may b e  
ap p e a l ed  by  an a g g r i e v e d  m em b e r  or b en e f ic iary to t h e  sup er ior  court for a bu s e  o f  
discretion. (§ 9 ch  174 S L A  1978; am § 41 ch  13 S L A  1980; am § 60 ch  137 S L A  1982)

Sec. 39.35.525. Limitation on use of credited service as peace officer or fireman. [Repealed, § 37 ch 106 SLA 1988.]
S e c .  39.35.527. E l e c t i on  to t e r m i n a t e  c o v e r a g e  a s  a p e a c e  o f f i c e r  o r  f i r e  

f i g h t e r ,  (a) Any a c ti v e  m em b e r  may e l e c t  to irre vocab ly relinquish p e a c e  officer or fire 
f i ght er  status with t h e  system and to re tain all cr ed i t ed  s e n d e e  as if it h ad  b e e n  acquired 
as a m e m b e r  o t h e r  than a p e a c e  off icer or fire f ight er.

(b) In order to relinquish p e a c e  off icer or fire f i g h t e r  status wi th  t h e  syst em, a person 
must b e  an active  m e m b e r  and must  file a wri tt en  r e q u e s t  wnth t h e  administrator by July 
1, 1984, or within six months after em p l o ym en t  as a p e a c e  officer or fire f ight er, w h i c h e v e r  
occurs later. No  p e r son  has more than  on e  oppor tunity  to e x e r c i s e  this option.

(c) A s  soon as p o ss i b l e  after t h e  r e l inquis hm en t ,  t h e  administrator shall refund to a 
person w h o  re linquishes  p e a c e  officer or fire f i g h t e r  status und er  this section a refund 
equal to t h e  amount by which t h e  L a l an c e  o f  t h e  p e r s on ’s a c cumula t ed  mandatory 
contributions plus inter est e x c e e d s  t h e  b a l an c e  w h i c h  would ex is t  if  all s e r v i c e  credit had 
b e e n  acquired as a m em b e r  o th er  t han  a p e a c e  off ic er or fire f ighter.

(d) A  written r e q u e s t  to relinquish p e a c e  off icer or fire f i gh t e r  sta tu s is irrevocabl e  
upon filing with t h e  administrator. (§ 1 ch  27  S L A  1983)

R e v i» o r ’a no te* . — In 1989, the term  “fire  fig h te r"  
w as substitu ted  for “firem an" in this aection u n d e r  
§ 60, ch. 50, SLA 1989.

S e c .  39.35.530. L i m i t  on p e n s i o n .  A n  e m p l o y e e  may not simultaneously r e c e i v e  a 
pension under m o r e  than one s ection o f  thi s  chap t e r .  H o w e v e r ,  b en e f i t s  under A S
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Article 8. G e n e r a l  Provision?.

S e c tio n  S ection
660. N o n g u aran tee  of employment 680. Definitions
670. F rau d  690. Short title
675. Inclusion of cost-of-living differentials in com­

pen sa tion  and  benefits

S e c .  39.35.66u. N o n g u a r a n t e e  o f  e m p l o y m e n t .  T h i s  c h a p t e r  is not a contract o f  
em p loym en t  b e t w e e n  an employ er and an employ ee ,  nor do e s  it c onf er  a right o f  an 
em p l o y e e  to b e  continued in t h e  em p l oym en t  o f  an employer,  nor is it a limitation o f  t h e  
right  o f  an employer to discharge  an em p l o y e e  with or without cau s e .  (§ 38 ch 143 S L A  
1960)

S e c .  39.35.670. F raud .  A  person w h o  knowingly m ak e s  a false  s ta t em en t ,  or falsifies 
or p ermit s to b e  falsified a record o f  this syst em, in an a t t emp t  to d e f raud  t h e  syst em, is 
guilty o f  a misdemeanor,  and upon conviction is punishabl e  by  a fine o f  not more  than 
$500, or by imprisonment for not mor e  than tw e l v e  months, or b y  b o t h .  (§ 41 ch 143 S L A  
1960)

S e c .  39.35.675.  In c lus ion  o f  c o s t ' o f - l i v in g  d i f f e r en t i a l s  in c o m p e n s a t i o n  and  
b e n e f i t s ,  fa) An employe e  shall m a k e  contributions to t h e  sy s t em  b a s e d  on c ompen sa ­
tion including a cost-of-living differential.

(b) T h e  amount o f  a cost-of-living differential may not b e  included in t h e  em p l oy e e ’s 
compensation for purpose s  o f  calculating b ene f i ts  paid und er  this chapt e i  unless t h e  
em p l o y e e  has r e c e i v ed  a cost-of-living differential in a c om pa ra b l e  amount or of  at l east  
that  many s t e p s  for at least 50 p e r c e n t  o f  t h e  em p l oy e e ’s c r ed it ed  s erv ic e .

(c) W h e n  an employ e e  r e c e i v e s  a b ene f i t ,  and if t h e  e m p l o y e e ’s compensation for 
p u r p o s e s  o f  calculating t h e  b ene f i t  do e s  not include a cost-of-living differential, th en  t h e  
administrator shall refund to t h e  em p l o y e e  t h e  amount o f  contributions t h e  em p l oy e e  
mad e  b a s e d  on t h e  differential.

(d) In this section “cost-of-living dif ferential” m eans  an adju s tm en t  to salary b a s ed  on 
t h e  cost o f  living in t h e  g e o g r a p h i c  r e g ion w h e r e  t h e  em p l o y e e  w o r k s  and includes a pay 
s t e p  differential under A S  39.27.020. (§ 46 ch 82 S L A  1986)

E d i to r 's  n o te s .  — Section 58, ch. 82, SLA 1986, first h ired u n d e r the P u b lic  Em ployees' R e tirem en t 
provides th a t  th is  section applies “only to m em bers System  afte r D ecem ber 31, 1986."

S e c .  39.35.680. D e f init ions.  In this c h a p ter, unless t h e  c on t ex t  o th e rw is e  r equires ,
(1) “active  m emb er"  means an em p l o y e e  w h o  is emp loy ed  by  an employer ,  is r e c e iving  

compensation for seasonal, p e rm an en t  full-time, or p e rm an en t  pa r t - t im e  services, and is 
making contributions to t h e  syst em;

(2) “actuarial adjustment” m ean s  equality in va lu e  o f  t h e  a g g r e g a t e  e x p e c t ed  pay ­
ments under  two  different forms o f  p ension payments ,  c onsid er ing e x p e c t e d  mortality 
and interest  earnings on t h e  basis o f  t a b l e s  adopted  from time  to t im e  by th e  board;

(3) “administrator” means t h e  p e r son  appointed  by  t h e  commiss ion er  of administra­
tion under A S  39.35.050;

(4) “a v e r a g e  monthly compensat ion” m ean s  t h e  r esu lt  o b t a in ed  by dividing t h e  
compensation earn ed  by an em p l o y e e  dur in g  a consider ed  p e r i o d  by  t h e  Dumb e r  o f  
months,  including fractional months ,  for w h i c h  compensation w a s  e a rn ed ;  t h e  considered 
period consists o f  (A) for em p l oy e e s  first l.ired b e f o r e  July 1, 1996, t h e  t h r e e  consecutiv e  
payroll year s during t h e  period o f  cr ed i t ed  s e r v i c e  tha t yields t h e  h i g h e s t  av era g e ,  and (B) 
for em p loy e e s  first hired on or a f t er  Ju ly  1,1996, t h e  f ive c on s e c u t i v e  payroll years during 
t h e  p eriod o f  credit ed s erv ic e  that  yield t h e  h i g h e s t  a v e r a g e ,  or i f  t h e  emp loy e e  do e s  not 
h a v e  t h e  r equired  numb er  o f  c on s e cu t i v e  payroll years,  t h e  e m p l o y e e ’s p eriod of credit ed
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(27) “payroll y ea r” means t h e  p e riod that includes t h e  first pay period ending  in 
January o f  a year through  th e  last pay  period ending in D e c em b e r  o f  that year;

^  (28) “p e a c e  officer” or “fire f i g h t e r ” m ean s  an em p l oy e e  occupying a position as a p e a c e
officer, c h i e f  o f  police, correctional officer, correctional superintendent , fire f ighter, fire 
chief , or probation officer;

(29) “pension fund” or “fund” m ean s  t h e  fund in whi ch  t h e  a ss e t s  o f  t h e  sy st em  are 
d ep o s i t ed  and held;

(30) “p e rmanent  full-time” m eans  an em p l oy e e  w h o  is occupying a p e rman en t  position 
that  r e gularly requires working 30 or m or e  hours a w e e k ;

(31) “p e rman en t  part-time" m eans  an em p l oy e e  w h o  is occupying a p e rman en t  position 
tha t  r e gularly requires working at l ea s t  15 hours b u t  l ess than 30 hours a w e e k ;

(32) “pre sc ri b ed  rat e  o f  inter est” m ean s  t h e  ra t e  o f  interest  used  for computing  
emp loy er  contributions, for p r e p a r in g  actuarial ta bl e s  u s ed  by  t h e  sy st em and for 
crediting interest t.o em p loy e e  contributions and sav ings accounts, and for char g in g  
inter est  on employ ee  ind eb t edn es s  accounts ;

(33) “public  organization" m eans  an organization or entity
(A) c r e a t ed  by t h e  constitution or laws o f  t h e  stat e  for t h e  pu r po s e  o f  administ ering 

s ta t e  pro grams;
(B) w h o s e  officers and em p l oy e e s  a r e  paid by a m e t h od  o th e r  than by t h e  s ta t e  payroll 

p r e p a r e d  by  t h e  D e p a r tm en t  o f  Administration; and
(C) w h o s e  employ ee s  ar e  not r e q u i r e d  by law to participat e in t h e  syst em;
(34) “qualified domestic relations o rd e r ” means  a divorce  or dissolution jud gm en t  

under  A S  25.24, including an o rd e r  ap p r o v in g  a p rop e r ty  s e t t l ement,  that
(A) c r e a t e s  or r ecognizes  t h e  e x i s t en c e  o f  an alt ernate  p a y e e ’s right  to, or assigns to aD 

alt ernate  p ay e e  t h e  right to, r e c e i v e  all or a portion o f  t h e  b en e f i ts  payabl e  with r e s p e c t  
to an employe e ;

(B) s e t s  out t h e  name and last known mailing address ,  if any, o f  t h e  em p l oy e e  and of 
e a c h  alt ernate  pay e e  c o v er ed  by t h e  order;

(C) s e t s  out t h e  amount or p e r c e n t a g e  o f  t h e  em p l o y e e ’s b ene f it , or o f  any surv iv or ’s 
benef it,  to b e  paid to t h e  alt ernate  p a y e e ,  or s e ts  out t h e  manner  in wh i ch  that amount  
or p e r c e n t a g e  is to b e  det ermined;

(D) s e t s  out t h e  num b e r  of  p aym en t s  or period to wh i ch  t h e  order applies;
(E) do e s  not r equire  any typ e  or form o f  b ene f i t  or any option not o t h e rw i s e  provided 

by  this chapt er ;
(F) do e s  not r equire  an increas e  o f  b en e f i t s  in e x c e s s  o f  t h e  amount provid ed  b y  this 

chapt er ,  det ermined on t h e  basis o f  actuarial valu e ;  and
(G) do e s  not r equire  t h e  paym en t  to an alt ernate  p a y e e  o f  b en e f i t s  that a r e  r e quir ed  to 

b e  paid to another alt ernate p a y e e  und e r  anoth er  ord er  previously de t ermined  to b e  a 
qualified domestic relations order.

(35) “retired membe r"  means an e m p l o y e e  w h o  is t erminated,  w h o  h a s  not r e c e i v e d  a 
re fund from t h e  syst em and is r e c e i v in g  a b ene f i t  o t h e r  than disability, from t h e  syst em;

(36) “retirement" means that p er iod  o f  t ime  from t h e  first day o f  t h e  month following 
(A) t h e  da t e  o f  termination and (B) application for r e t i r emen t,  in whi ch  a p e r son  is 
appointed to r ec e iv e  a r e t i r em en t b en e f i t ,  o th e r  than occupational or nonoccupatjional 
disability benefit;

(37)" “seasonal” r e f er s  to an e m p l o y e e  w h o  is occur._,i;)g a position for less than 12 
months e a c h  year w h e r e  it is anti cipat ed  that t h e  s a m e  em p l o y e e  will re turn to t h e  
position w h en  n e ed ed  and includes a t emporary  em p l o y e e  o f  t h e  l eg islature  if part  o f  t h e  
s e r v i c e  for t h e  l eg islature  during e a c h  cal endar y e a r  is p e r f o rm ed  during a l e g islative  
session;

(38) “surviving s p o u s e ” m eans  t h e  s p o u s e  o f  an em p l o y e e  w h o  h a s  b e e n  married to t h e  
em p l oy e e  for at least one y ea r at  t h e  t im e  o f  t h e  em p l o y e e ’s d e a t h ;  t h e  one -y ear marr ia g e  
r equ ir em en t  does  not app ly w h e n  t h e  e m p l o y e e ’s d e a t h  w a s  an occupational or accidental 
death ;
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Date: /April 2 ,1999

To: All House ond Senate Representatives

From: Byron A. Loomis - Trades Leadmon - SCCC

Regarding: House Bill 159 

Greetings:

I  am w riting you th is le tte r to le t you know how strongly I  fee l about th is bill. N o t 
only is i t the righ t th ing to do, it is well overdue.

I  work side by side, day in and day out, w ith inmates who have tools o f all types and
descriptions at th e ir disposal. I  supervise, hire and f ir e  these same fe lons and 
have a major impact on th e ir quality a f life in th is institu tion.

My life and well being are every b it a ffe c ted by th is close p rox im ity to these
people, as are the correctiona l o ff ic e rs who work here at Spring Creek. For me to
have to work 10 years longer than the corrections s ta f f w ith th e same conditions
to receive o fu ll pension is nothing sho rt o f c travesty.

I  realize there is a shortcom ing in payments as to an early out on th is issue, bu t I  
have no problem in making up th e d iffe rence in wage compensation un til a 
retirement bank has been satis fied .

Again I  would like to s ta te th a t th is bill is only righ t and fa ir to those few o f us 
who work under the same conditions but receive less compensation.

Thank you fo r your tim e and consideration on th is Bill 159.

Respectfu lly subm itted,

Byron A. Loomis
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Clifton Reagle 
P O BOX 3066 

Seward ,  AK 99664

/\pril 2 ,1 9 9 9

House and Senate Representatives 

bear S ir o r Madam'-

I  am w riting to you in regards to HB 159.

I  am a maintenance employee at Spring Creek Correctional Center. I  have been 
employed the re since it opened in 1988, I  have been required to work around 
inmates w ith in fectious diseases and have been threa tened in the line o f du ty by 
inmates, /Altercations have occurred in our maintenance shop resulting in severe 
physical harm to inmates and maintenance s ta f f who were required 1o respond. 
Kitchen s ta f f has been exposed to the same conditions and have been physically 
attacked by inmates. Some have been hu rt so bad they were fo rced to re t ire  fo r 
medical reasons.

HB 159 provides those of us who work under the same hazardous conditions as 
correctional and law enforcement o ffice rs w ith the same bene fits . I  am not asking 
fo r anything more than equal compensation fo r working under hazardous conditions.

Please support th is bill sponsored by Senator bavis. Thank you fo r your time and 
consideration on th is issue.

Respectfullvsubmitted, 

C lift^R eagle ^
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Mary A. Sandy 
PO Box 32 

Moose Pass, AK 99631

April 2 ,1999

All House and Senate Representatives 

Dear S ir or Madam:

I  am w riting in regards to House Bill 159,

I  have been an employee ai Spring Creek Correctional Center fo r 3 {  years a t as an 
Admin Clerk. For the last two years I  have been the reception desk a t th e fa c ility . 
I  believe, and have been to ld , th a t the worst case scenario in a prison take over 
would be to take out the fro n t person, me, and then proceed to take over th e 
prison. Every day I  come to work I  am aware o f th is , as is my fam ily. When I  was 
interviewed one o f the questions they asked me was " i f you were abducted by the 
prisoners, we could not give up the key to the prison to get you back. How do you 
fee l about that?"

As part o f my job I  am required to be in prisoner areas and the food in our s ta f f 
dining area is prepared by prisoners. We are given infectious diseases tra in ing and 
are allowed a yearly TB te s t and hepatitis vaccination as well. This is fo r a good 
reason. Eighty-e ight percent o f the prisoners here at SCCC have hepatitis . I  am 
not only worried about diseases but bodily harm as well. A prisoner who is in here 
fo r murdering a woman followed me into a walk in cooler during lunchtime in the 
S ta f f Dining a r e a .  I  could have been next. This particu lar prisoner had ju s t been 
cutting up food w ith a bu tche r kn ife when X walked past him. Did I  fee l 
threatened, you be t I  did. X repo rted the incident; he lost his jo b in th e kitchen 
only to get it back a few months down the road.

I  deal w ith prisoner fam ilies on a regular basis. I  believe I  am ju s t as much in 
jeopardy with them , being on the outside, as I  am w ith the prisoners here. Due to


