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removed from service in the slate, the tax due under this chapter is increased by the 

recapture percentage of the aggregate decrease in the credit allowed under this section 

for all prior tax years that would have resulted solely from reducing to zero the credit 

allowed for the qualified expenditure under this section. The amount of tax credit 

attributable to the qualified expenditure that is carried forward from prior tax years is 

terminated as of the first day o f the tax year in which the equipment is disposed o f by 

the taxpayer, ceases to be a qualified expenditure, or is removed from service in the 

state. For purposes of this subsection,

(1) the recapture percentage a- ring the year in which the equipment is 

first placed into service or during the first year following the year in which the 

equipment is first placed into service is 100 percent;

(2) the recapture percentage during the second year following the year 

in which the equipment is first placed into service is 75 percent;

(3) the recapture percentage during the third year following the year in 

which the equipm ent is first placed into service is 50 percent;

(4) the recapture percentage during the fourth or subsequent year 

following the year in which the equipment is first placed into service is zero percent;

(5) equipment used on a vessel is considered to have been removed 

from the state on the first day of a tax year in which the proportion of raw salmon 

processed in the state on the vessel is less than 50 percent of total weight of raw 

salmon processed on the vessel in and outside of the state.

(h) The amount o f a tax credit recaptured under (g)(1) - (3) of this section may 

not be included in the determination of the amount o f that tax credit that is allowable 

under this section or AS 43.75.035.

(i) In this section,

(1) "first placed into service" means the moment when equipment is 

first used for its intended purpose;

(2) "new equipment" means tangible, depreciable personal property 

with a useful life of three years or more whose original use commences with the 

taxpayer and does not include property first used by another person;

(3) "qualified expenditure" means

-5- SCS CSI1IJ 90( )
New Text Underlined fDELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 23-LS0525\W

(A) the cost associated with the development, manufacture, or 

purchase of new equipment by a taxpayer to produce marketable products 

using salmon waste;

(B) the cost associated with the operation of new equipment, or 

with the purchase of custom processing services, to produce marketable 

products using salmon waste less the market value of the products produced; or

(C) the direct cost o f transporting salmon waste to a facility in 

the state that produces a marketable product from salmon waste less the 

amount of consideration that the taxpayer receives for the salmon waste;

(4) "tax liability" means the liability for all taxes under this chapter 

before all credits allowed by this chapter;

(5) "useful life" means the useful life of equipment that is or would be 

applicable for purposes o f depreciation.

* Sec. 2. AS 43.75.130 is amended by adding a new subsection to read:

(g) For purposes of this section, tax revenue collected under AS 43.75.015 

from a person entitled to a credit under AS 43.75.035 or 43.75.036 shall be calculated 

as if the person's tax were collected without applying the credit; tax revenue collected 

does not include the amount of a tax credit recaptured under AS 43.75.035(g) or 

43.75.036(g).

* Sec. 3. AS 43.75.035,43.75.036, and 43.75.130(g) are repealed.

* Sec. 4. The uncodified law of the State o f Alaska is amended by adding a new section to 

read:

RETROACTIVITY. Sections 1 and 2 of this Act are retroactive to January 1, 2003.

* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

RETROACTIVITY. If the attorney general provides notification under sec. 7(2) of 

this Act, sec. 3 of this Act is retroactive to January 1, 2003.

* Sec. 6. Sections 1, 2, and 4 of this Act take effect immediately under AS 01.10.070(c).

* Sec. 7. Section 3 of this Act takes effect on the earlier of the following:

(1) January 1, 2009; or

(2) the date of the attorney general’s notification to the lieutenant
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governor and to the revisor of statutes that

(A) a court has entered final judgm ent that AS 43.75.035 or 

43.75.036, added by sec. 1 of this Act, violates the com merce clause contained 

in art. I, sec. 8, of the United States Constitution; and

(B) the time for an appeal of that judgm ent has expired, or, if 

an appeal was taken, a final order on the appeal has been entered that 

AS 43.75.035 or 43.75.036, added by sec. 1 of this Act, violates the commerce 

clause contained in the United States Constitution.

* Sec. 8. Section 5 of this Act takes effect on the date of the attorney general's notification 

under sec. 7(2) of this Act.
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Sectional Analysis

Committee Substitute for House Bill 90 (FIN) 

"An A ct relating to a salmon product development Tax credit and a salmon 
utilization tax credit under the Alaska fisheries business tax; and providing for an 

effective date."

Intent

To provide a salmon product development tax credit for the development of value-added
salmon products and for full utilization of salmon,

Sectional Analysis

Section 1.

Section 43.75.035. Salmon product development tax credit

• Amends AS 43.75 (Fisheries Business Tax) to add a salmon product development tax 
credit of 50 percent of the taxpayer's salmon tax liability for new property first placed 
into service in a shore-based plant or on a vessel in the state, (a)

■ The tax creait cannot exceed 50 percent of the taxpayer's liability incurred under AS 
43 for salmon or be applied for property first placed into service after December 31,
2005. (b)

• Delineates how the tax credit is determined and calculated for eligible vessel tax 
credits, (c)

■ Specifies the qualifying tax year as the tax year in which the property is first placed 
into service, (c)

• Allows an unused credit to be carried forward and applied against incurred tax 
liability almon in the three years following the qualifying tax year, (d)

Legislative Members 
S en a to r Hen Stevens, C h a ir  
R epresen tative G ary  Stevens. V icc-G liair 
S en a to r Kim E lton 
R epresentative 1)111 W illiam s 
S enato r Alan A u stc rm an , A lternate  
R epresentative D rew  S cal/j, A lternate



• ■ Qualified investment costs may not be considered for another tax credit under AS 43 
and ensures that combined salmon tax credits cannot exceed 50 percent of the tax 
liability incurred for salmon. (e)

« A tax credit under this section may not be claimed if the taxpayer is In arrears on any 
tax or assessment under AS 43; AS 16.51.120; or AS 23.20. (f)

■ Creates a tax credit recapture provision for property that is disposed of, ceases to be 
qualified investment property, or is removed from service in the state, (g)

■ The recapture percentage during the qualifying tax year and the first year following is 
100 percent. (g(l))

■ The recapture percentage during the second year following the qualifying year is 75 
percent. (g(2'))

• The recapture percentage during the third year following the qualifying year is 50 
percent. (g(3))

■ The recapture percentage during the fourth ai id subsequent years following the 
qualifying year is zero. (g(4))

■ Provides definitions for this section, (i)

Section 43.75.036. Salmon utilization tax credit

■ Amends AS 43.75 (Fisheries Business Tax) to add a salmon utilization tax credit of 50 
percent of the amount of the qualified expenditure for full utilization, (a)

• The tax credit cannot exceed 50 percent of the taxpayer's liability incurred under AS 
43 for salmon or be claimed for property first placed into service or for expenditures 
incurred after December 31, 2005. (b)

“ Delineates how the tax credit is determined and calculated, (c)
■ Specifies the eligible tax year by tying it to the tax year in which the property is first 

placed into service, (c)
• Allows an unused credit to be carried forward and applied against incurred tax 

liability for salmon in the three years following the qualifying tax year, (d)
■ Qualified expenditures may not be considered for another tax credit under AS 43 and 

ensures that combined salmon tax credits cannot exceed 50 percent of the 
taxpayer's salmon liability, (e)

■ A tax credit under this section may not be claimed if the taxpayer is in arrears on any 
tax or assessment under AS 43; AS 16.51.120; or AS 23.20. (f)

• Creates a tax credit recapture provision for equipment that is disposed of, ceases to 
be qualified expenditure, or is removed from service in the state, (g)

■ The recapture percentage during the qualifying tax year and the first year following is 
100 percent. (g(l))

• The recapture percentage during the second year following the qualifying year is 75 
percent. (g(2))

• The recapture percentage during the third year following the qualifying year is 50 
percent. (g(3))

• The recapture percentage during the fourth and subsequent years following the 
qualifying year is zero. (g(4))

• Provides definitions for this section, (i)

Section 2.
■ Amends AS 43.75.130 by adding a new subsection (g) to provide that tax credits 

approved under this measure are not to be deducted when calculating tax revenue 
collected under AS 43.75.015; and ensures that any "recaptured" tax credit is not 
unduly distributed.



• ■ qualified tax credit is no1 deducted from the municipal portion of the fisheries 
business tax.

■ A qualified tax credit is deducted from the state's portion of the fisheries business tax.

Section 3.
• Repeals AS 43,75.035; 43.75.036; and 43.75.130(g).

Section 4.
■ Makes Sections 1 - 2 retroactive to January 1, 2003. This is the effective date of the 

qualifying tax years.

Section 5.
■ If the attorney general provides notification under sec. 7(2) of this A ct section 3 of this 

Act is retroactive to January 1, 2003.

Section 6.
• Sections 1, 2 and 4 of this Act take effect immediately under AS 01.10.070(c).

Section 7.
■ Section 3 of this Act takes effect on the earlier of January 1, 2009, or if the attorney 

general notifies the lieutenant governor and the revisor of statutes that a court has 
entered a final judgment that AS 43.75.035 or 43.75.036, added by section 1 of this 
Act, violates the commerce clause contained in article I, section 8, of the United 
States Constitution; and, the time for an appeal of that judgment has expired or if an 
appeal was taken, a final order has been entered that AS 43.75.035 or 43.75.036, 
added by section 1 of this Act, violates the commerce clause contained in the United 
States Consti Lution.

Section 8.
■ Section 5of this Act takes effect on the date of the attorney general's notification 

under section 7(2) of this Act.
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Sponsor Statement

Tfouse fBiCt90

"An Act relating to a salmon product development tax credit and a salmon utilization tax 
credit under the Alaska fisheries business tax; and providing for an effective date."

House Bill 90 provides two tax credits: one for salmon product development and 
another for salmon utilization. The purpose of the measure is to encourage industry to invest 
in the production of new value-added salmon products to improve the marketability of 
Alaska salmon through diversification of product forms as well as to encourage the full 
utilization of all salmon parts for the production of marketable products. The measure would 
provide an added impetus for new fishery businesses considering processing salmon to 
make investments in Alaska.

Alaska's salmon industry is a vital element in the economy of the state.
Although Alaska salmon is one of the premiere food commodities in the world, an enormous 
increase in the world supply of salmon in recent years has caused significant decreases in 
the market value of Alaska salmon. This situation threatens investments and livelihoods in 
the salmon industry and related businesses and also negatively affects Alaska's state and 
local economies,

House Bill 90 will assist in improving Alaska's competitive position in salmon markets as 
it is utilized to develop value-added salmon products for placement into world markets.



Department of Revenue 
Tax Division

Fisheries Business Tax ($ million)
Actuals Forecast

FY 1997 (CY 1996*) FY 1998 (CY 1997*) 11 FY 1999 (CY 1998*) FY 2000 (CY 1999*) | FY 2001 (CY 2000*) | FY 2002 (CY 2001*) FY 2003 (CY 2002*)

Value Tax Value Tax Value Tax Value Tax Value Tax Value Tax Value Tax
Halibut $73 $2.1 $100 $3.1 $63 $1.9 $107 $3.2 $128 $3.9 $112 $3.4 $112 $3.4
Salmon $373 $14.1 $288 $11.0 $271 $10.3 $383 $14.7 $292 $11.2 $227 $8.5 $152 $5.6
Herring $60 $2.3 $18 $0.7 $12 $0.5 $20 $0.8 $12 $0.5 $15 $0.5 $10 $0.4
Shellfish $160 $5.7 $179 $6.6 $206 $7.8 $284 $10.9 $134 $4.8 $113 $3.9 $115 $4.0
Groundfish $213 $6.8 $220 $7.1 $171 $5.4 $224 $7.1 $312 $10.1 $275 $8.9 $275 $8.9
Totals $879 $31.0 $805 $28.5 $723 $25.9 $1,018 $36.7 $878 $30.5 $742 $25.2 $664 $22.3

‘ Data is from fisheries business tax returns by fiscal year. In general, this corresponds to the previous calendar year fishing season. However, due to late or amended 
returns, this data may reflect more than one calendar year.

Note: Revenue amounts are before fifty percent of the fisheries business tax revenue is shared to qualifying communities. 

FY 2003 estimate is from the Spring 2003 Revenue Sources Book

fbvaluetaxbyspecies 4/24/2C03 1:47 PM
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UNITED FISHERMEN OF ALASKA

211 Fourth Street, Sult« 110 
Junoau, Alaska 99001-1172 

(907) 586-2020
April 11, 2003 (907) 463-2545 Fax

E-Mail: ufa® ufa-fish.org 
www.ufa-fish.org

Senator Scoll Ogan 
Chair
Senate Resources Committee 
State Capitol (MS 3100)
Juneau, AK. 99801

Dear Senator Ogan,

Re: 11B 90 Tax Credit for Salmon Development

United Fishermen o f Alaska strongly supports HB 90 and recommends swift passage o f 
this bill so that Alaska processors can make plans to use this bill this salmon season.

It is very clear from discussions during Salmon '('ask Force proceedings that providing 
salmon in forms that the consumer wants is critical to boosting the value o f our sulmon 
harvest, It is imperative t! at the Legislature and Administration provide incentives so 
that more value added work can be done in Alaska. Not only will this benefit harvesters 
but it will also help secure processor jobs in Alaska and mitigate against raw fish being 
shipped to foreign countries for value added processing.

We look forward to working with you on this important piece o f legislation.

Sincerely,

Thomas M. Gcmmell 
Executive Director

Copy: Senator Ben Stevens 
Senator Tom Wagoner 
Senator Fred Dyson 
Senator Ralph Seekins 
Senator Kim Elton 
Senator Gcorgianna Lincoln
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Bering Sea Fishermen’s Association

Serving western Alaska small boat tisheries since 1980

725 Christensen Drive, 3 
Anchorage, Alaska 99501 
(907) 279-6519 
FAX (907) 258-6688

F eb ru a ry  26, 2003

R ep resen ta tiv e  P au l S ea ton , C h a ir  
H o u se  Special C o m m ittee  o n  F ish e rie s  
S tate  C ap ito l 
Ju n eau , AK 99801

Re: HB 90 S alm on  P ro d u c t D e v e lo p m e n t T ax C red it 

D ear R ep re sen ta tiv e  Seaton:

O n  b e h a lf  o f the  B ering  Sea F ish e rm e n 's  A ssocia tion  ("B SFA "), I a p p re c ia te  the 
o p p o r tu n ity  th a t y o u  p ro v id e d  to o u r  re p re se n ta tiv e  to p re s e n t te s tim o n y  to d a y  o n  HB 
90. BSFA is a m e m b e rsh ip  o rg a n iz a tio n  th a t w o rk s  to s u p p o r t  th e  o v e r  2,000 
com m erc ia l sa lm o n  fish e rm en  in  w e s te rn  A laska. O u r  m e m b e rsh ip  is v e ry  iriterested-in  
the re c o m m e n d a tio n s  o f th e  Jo in t L eg isla tive  In d u s try  S a lm o n  T ask  F o rce : A s w e  
testified  to d ay , w e  are  in  s u p p o r t  o f HB 90. ’ ‘

This bill w ill p ro v id e  a tax c re d it for the  p u rc h a se  o f e q u ip m e n t u se d  for v a lu e -a d d e d  
sa lm o n  p rocessing . W ith  to d a y 's  d e p re s se d  sa lm o n  m a rk e ts , th e  c o m p e titio n  from  
fa rm ed  sa lm o n , a n d  the h ig h  costs  o f tra n sp o rta tio n  o f p ro d u c t  fro m  th e  re m o te  w es te rn  
A laska fisheries, v a lu e -a d d e d  p ro cess in g  is th e  o n ly  h o p e  for th e  su rv iv a l o f th is  
im p o r ta n t in d u s try . T he tax  c re d it p ro p o se d  in  HB 90 w ill a ss is t in  the  p u rc h a s e  of the 
ex p en siv e , y e t necessa ry , e q u ip m e n t to p ro d u c e  these  v a lu e -a d d e d  p ro d u c ts . In  p laces 
w h ere  su ch  e q u ip m e n t h as  b een  in s ta lle d , the  p ro d u c ts  a re  ab le  to  c o m p e te  in  th e  w o rld  
m ark e t.

A t the co m m ittee  h ea rin g , y o u  re q u e s te d  o u r  p o s itio n  o n  w h e th e r  the  tax c re d it sh o u ld  
be facility  specific  o r  a p p ly  o n  a co m p a n y -w id e  basis. W e s u p p o r t  the  c o m p a n y -w id e  
ap p ro ac h . Say a co m p an y  in v ests  in  n ew  e q u ip m e n t fo r v a lu e -a d d e d  p ro cess in g  in 
Bethel, b u t th e re  is a ru n  fa ilu re  an d  little o r  no  fisheries  b u s in e ss  tax liab ility  is c rea ted . 
Yet, the sam e co m p a n y  has  re v e n u e  from  the Y ukon  R iver. T h is  c o m p a n y  sh o u ld  be 
ab le to offset a t least som e of th e  costs  o f the in v e s tm e n t in  B ethel by its ac tiv ities  o n  the 
Y ukon  as it m ay  v e ry  w ell h a v e  b e e n  b asin g  its in v e s tm e n t d ec is io n  on  th e  ex p ec ta tio n  
of the  tax cred it.



O n e o th e r  issu e  th a t w as  ra ised  d u r in g  the  h e a rin g  w as the  ab ility  to h av e  the  tax c red it 
a p p lie d  to u sed  e q u ip m e n t th a t h ad  n o t p re v io u s ly  b een  u sed  as the  b asis  for the tax 
c red it. W e also  s u p p o r t  th is co n ce p t as th e  g oal is to  in crease  the  a m o u n t o f v a lu e- 
a d d e d  p ro d u c tio n , n o t to s u p p o r t  the m a n u fa c tu re  o f n e w  e q u ip m e n t. F or sm all 
p ro cesso rs  o p e ra tin g  in  w e s te rn  A lask a , u se d  e q u ip m e n t, e v e n  w ith  th e  tax cred it, m ay  
be all th a t the o p e ra to r  can  affo rd .

A gain , th a n k  y o u  for the o p p o r tu n i ty  to c o m m en t o n  th is leg is la tio n  a n d  w e  w ill 
c o n tin u e  to fo llow  its  p ro g re s s  th ro u g h  th e  leg is la tiv e  p rocess .

V ery  tru ly  y o u rs ,

H e n ry  M itchell fclA-?
E xecu tive  D irec to r

cc: S en a to r Ben S tevens
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SENATE FINANCE COMMITTEE

S I G N - I N  

HB 90-TAX CREDIT:SALMON DEVELOPMENT/UTILIZATION

NAME:  V W A  <AAA>_e  v A l-------------------- Subject/Bill No:

Co./Dept./Title:   Phone:--------------------

Address:_____________________________________________________ Z ip:______

Do you wish to testify?  Yes  No V  Respond To Questions

N A M E :--------------------------------------------------------------------------------- Subject/Bill No:

C o./D ept./T itle:----------------------------------------------------------------------  Phone:------------

Address:_____________________________________________________ Zip:____________

Do you wish to testify?  Yes  N o  Respond To Questions

N A M E :---------------------------------------------------------------------------------Subject/Bill No:

C o./D ept./T itlc:----------------------------------------------------------------------  Phone:------------

Address:_____________________________________________________ Z ip:____________

Do you wish to testify?  Yes  No  Respond To Questions

N A M E :--------------------------------------------------------------------------------- Subject/Bill No:

C o./D ept./T itle:----------------------------------------------------------------------  Phone:------------

Address:--------------------------------------------------------------------------------- Z ip:___________

Do you wish to testify?  Yes  No  Respond To Questions

SFC-03 
MB 90
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SENATE FINANCE COMMITTEE

NAME

S I G N - I N

HB 90-TAX CREDIT:SALMON DEVELOPMENT/UTILIZATION

U c V k  V \ c c r V __________________________________________ "VC)Subject/Bill No:

Co./Dept./Title: . . C V s ^  Phone:---------

 pCy, S> _______________Address:

Do you wish to testify?

Zip:.

_Yes  No K  Respond To Questions

NAME:

Co./Dept./Title: 

Address:_______

Do you wish to testify? Yes No

Subject/Bill No:

Phone:------------

Z ip :___________

.Respond To Questions

NAME:

Co./Dept./Title: 

Address:______

Do you wish to testify? Yes No

Subject/Bill No:

Phone:------------

Z ip :___________

.Respond To Questions

NAME:

Co./Dept./Title: 

Address:_______

Subject/Bill No:

Phone:------------

Z ip :___________

Do you wish to testify? Yes No .Respond To Questions

SFC-03 
HB 90

- 1 - 05/05/03



DATE: 4/2/03 FURTHER: Finance

DATE TURNED
IN TO OFFICE: H 7  7 '0 5

Resources Committee considered CS FOR HOUSE BILL NO. 90(FIN)

HB 90 TAX CREDIT: SALMON DEVELOPMENT/UTILIZATION

"An Act relating to a salmon product development tax credit and a salmon utilization tax credit under the 
Alaska fisheries business tax; and providing for an effective date."

SENATE COMMITTEE REPORT

and recommends: Senate Bill:
[ ] same title

be replaced w ith_______  CS   (__________ ) [ ] new title
House Bill:

adopt p re v io u s   CS   (__________ ) [ ] same title
[ ] technical title

attached amendment(s) [ ] new: SCR # _

adopt Letter of Intent by ___________________________  Committee

further referral t o ______________________________ Committee

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Zero FN# Department Date Fiscal Zero FN#

R f V 3H b

[ ] APPROPRIATION - no f is c a l note

''tJUjSNAJ^RES AjND RECOMMENDATIONS: Do
P a s s

Do N ot 
P a s s

No Rec A m e n d
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Date Referred to Committee: February 24,2003 FURTHER REFERRALS:

1Date of Committee A ction:____

HOUSE COMMITTEE REPORT

The FINANCE Committee considered: HB 91

HOUSE BILL NO. 91 RETIRED PEACE OFF.COLA/MEDICAL BENEFITS

"An Act relating to a cost-of-living allowance and medical benefits for retired peace officers after 20 years of 
credited service."

Recommends it be replaced with [ ] IICS or [ ^ ]  CS fo r. i - m  3 | _____________________ (
fo r  Senate Bills with new title: [ ] Technical Title [ ] New Title: IiC R ________  [ ] Same Title [ /]  New Title

[ ] attach amendments
[ ] add new referral t o ______________Committee
[ ] Letter o f Intent____________ Committee

List o f 
Abbrcv 
for
Dcpts,:
ADM
CEO
C O R
C R T
EED
D EC
DEC
GOV
HSS
L EG
LA W
L W F
MVA
DNR
DPS
REV
D O T
UA

N E W  FISCAL NOTES
*Assi.encd by Chief Clerk’s Office

List by Depl(s): *FN# Fiscal Indet. Zero

P iT > V T \

PREVIOUS  FISCAL NOTES
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FISCAL NOTE
STATE OF ALASKA Fiscal Note Number:______ _____________

2004 LEG ISLA TIV E SESSION Bill Version: HB 91
() Publish Date: 2/12/2004

R evis ion  Date/T im e  (N ote if co rrec tion ): 2 /12 /2004__________ Dept. Affected:_____________Administration
Title An Acl relating to medical benelits lor retired peace olfcers RDU _AII_______________________
________________________________________________ ___________ _ Component _AII_______________________
Sponsor Rep. Anderson, et. Al___________________________  _________________________
Requester House F inance  __ ______________________Component No.___________ ___________

Expenditures/Revenues   (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

856.9 8e2.6 909.1 935.4 964.4 993.4

TOTAL OPERATING 856.9 882.6 909.1 936.4 964.4 993.4

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE____________________  (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Menlal Health
Other (Specify Type--Do not abbreviate)

A ll Fund ing  Sources

TOTAL 856.9 882.6 909.1 936.4 964.4 993.4

Estim ate o f any cu rre n t year (FY2004) cos t: 0.0
Mark th is  box (X) If fun d in g  fo r  th is  b ill is include'-' in the  G overnor's  FY 2005 budget p roposa l: I

POSITIONS
Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 .0 0 0 0 0

ANALYSIS: (Attach a separate pape it necessary)
This bill would provide system paid medical coverage fcr all peace officers and firefighters who first entered 
the PERS after June 30,1986 and who have at least 20 years of qualifying service at retirement.

Our actuarial consultant has computed this legislation to increase the PERS accrued liability by 
approximately S8.0 million. The estimated increase in the average PERS calculated contribution rate would 
be .97% of peace officer/firefighter payroll. Based on a state PERS peace officer/firefighter payroll of 
approximately $88.3 million, the annual cost increase to the State of Alaska would be $856.9 thousand.

Prepared by: Melanie Millhorn______________________________________________  Phone___________________
Division Retirement and Benefits_________________________________________ Date/Time 2/12/04 1:25p.m ,

Approved by: Mike Miller, Commissioner____________________________________  D a te___________________
Agency Administration________________________________________________

(R oviiod 9/2003 OMB) Page 1 of 2



FISCAL NOTE

STATE O F ALASKA B IL L  NO. HB 91
2004 LEG ISLA TIV E SESSIO N

A N A L Y S IS  C O N T IN U A T IO N

Examples of impact on the five major PERS employers based on peace of ficer/firei.ghter salaries are 
as follows:

P/F Salaries Rate Annual cost
P ER S (in 000's) increase% (in 000's)

S ta te  of A laska 88,343.3 0.97% 856.9
Ju neau  B orough 5,444.1 0.97% 52.8
A ncho rage  M unic ipa lity 25,359.1 0,97% 246.0
F a irbanks Borough 302.3 0.97% 2.9
N orth  S lope B orough 4,875.0 0.97% 47.3

AS 24.08.036 FISCAL NOTES ON BILLS AFFECTING STATE RETIREMENT SYSTEMS, requires an 
additional analysis of the long term and short term costs to the state If a bill is adopted, as well as the impac' 
of the bill on the actuarial soundness of the funds. This bill would increase the PERS contribution rate by 
.97% of PERS peace officer/firefighter payroll. For FY 05 this would be an added cost to the state of $856.9 
thousand. This change would also decrease the PERS funded ratio by .1%. The fur,ding ratio of the PERS 
as of June 30, 2002 was 75.2%. Passage of this bill would decrease the funding ratio to 75.1%.



FISCAL NOTE

STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):_______
Title . An Act relating to COLA and medical

Fiscal Note Number: 
Bill Version:
(H) Publish Date:

Dept. Affected: 
'BRU

1

HB 91
2/24/03

Administration
Centralized Admin Services

Sponsor
Requester

benefits for retired peace officers.....
Rep Anderson_____________
House Labor and Commerce

Component Retirement & Benefits

Expenditures/Revenues

Component No.

1 1  housands of Dollnrs)

64

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies - ■ *

Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING * * * * * •

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) | | i t

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL * * * # • m

Estimate o f any current year (FY2003) cost: 0.0
Mark th is  box (X) i f  fund ing  fo r th is  b ill is included in the G overnor’s FY 2004 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate papa if necessary)
This bill would improve the Alaska Cost of Living Allowance (COLA) retirement benefit and retirement 
system paid medical coverage for all peace officers who first entered the PERS after June 30, 1986, and 
who have at least 20 years of credited service at retirement.

Our actuarial consultant has computed this legislation to increase the PERS accrued liability by 
approximately $13.45 million. The estimated increase in the average PERS calculated contribution rate 
would be 0.18% of payroll. Based on a state PERS payroll of approximately $680 million, the annual cost 
increase to the State of Alaska would be $1,224.0 and would be paid from all state agency personal 
services line items.

Prepared by: 
Division

Guy Bell Phone
Retirement & Benefits

Approved by: Mike Miller
Agency

Date/Time February 20. 2003 

Date February 20, 2003
Department of Administration

(Rovtsod 0/2002 OMO) Page 1 of_1_
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23-LS0426M
Craver

1/14/04

CS FOR HOUSE BILL NO. 91( )

IN TH E LEGISLATURE OF TH E STATE OF ALASKA

TW ENTY-THIRD LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsors): REPRESENTATIVES ANDERSON, Gara, Crawford, Guttenberg, Gruenbcrg, Dalilstrom, Lynn, 
Heinze, Holm, McGuire

"An Act relating to medical benefits for retired peace officers after 20 years of credited 

service."

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

* Section 1. AS 39.35.535(c) is amended to read:

(c) A benefit recipient may elect major medical insurance coverage in 

accordance with regulations and under the following conditions:

is appointed to normal retirement, must pay an amount equal to the full m onthly group 

premium for retiree major medical insurance coverage if the person is

(A) younger than 60 years of age and has less than

(i) 20 [25] years of credited service as a peace officer 

under AS 39.35.360 and 39.35.370; or

(ii) 30 years o f credited service under AS 39.35.360 and 

39.35.370 that is not service as a peace officer; or

A BILL

FOR AN ACT ENTITLED

(1) a person, other than a disabled member or a disabled m em ber who

- 1-

New TexC U n d e r l in e d  [DELETED TEXT BRACKETED]
CS1IB 91 ( )



1

2

3

4

5

6

7

8

9

10

11

12

13

CSHB 91( ) -2-

Mew Text Underlined [DELETED TEXT BRACKETED]



° t  I f - o y L

Fiscal Note Discussion - Questions for DRB

Ref: the original note The Director of DRB, M. Millhorn, 
advised: “the actuaries looked at the value of the current 
benefits and then calculated the value of the proposed 
benefits. The difference is the cost to the retirement 
system for the enhancement. They then looked at the current 
members who would be impacted by the change and determined 
the past service amount to pay the benefits for those 

members
The only members impacted by this bill are Peace Officers 
who will retire with between 20 and 25 years of service - 
jand - are less than 60 years of age.

Neither DPS, DOC, or DRB have provided an estimate of the 
number of the current members who will qualify for the 
benefit. Seniority lists indicate a Trooper has less than a 
50% chance of completing 20 years of service. For 
Correctional Officers DOC estimates approximately 16% 
annual turnover. At 16%, presuming equal distribution, only 
2.4% would work 20 years.

#1. QUESTION
When analyzing the cost of this change: How many of the 
700+ Correctional Officers and 300+ Troopers did DRB 
estimate will actually receive the benefit?

Without knowing how many make it to 20, how accurate is the 
note? What’s the range?

There are significant savings associated with members 
impacted. If a Peace Officer completes 20 years of service 
and takes normal retirement the State enjoys significant 
operational savings. If 20 years is not completed, there is 
no benefit and the State incurs no new costs.

#2 QUESTION
How were savings in Department budgets represented in the 
fiscal note?



The fiscal note does not describe the change to the State’s 
PERS employer contribution rate. During the last 15 years 
that rate has ranged between 17.22% and 7.1%. The average 
annual change is 1.61%. Using last years’ State payroll 
estimate of $680 million the change for this bill would be 
0.12%.

#3 QUESTION

The employer contribution rate changes every year. Over the 
last 15 years the average change is 1.61% - What is the 
margin of error?

Are those errors balanced out in future annual adjustments?

Is it correct that this fiscal note represents a 0.12% 
change in the employer contribution rate?

If the contribution change described in this note is higher 
than needed, would future annual adjustments simply be that 
much less?

The contribution change is 0.12%.

#4 QUESTION

Is it correct that for a PERS member earning $60,000/year 
the employer contribution change would be $72/year?



PERS is managed on the basis of equality among members. 
Because Peace Officers qualify for retirement after 20 
years of service they are required to pay a higher 
contribution into PERS than “All Others” who qualify after 

30 years do. That higher contribution mainlqins..s.qufllity. 
When the previous administration decided to withhold the 
medical benefit from Peace Officers at normal retirement, 
to influence them to defer retirement, no reduction was 
applied to their contribution. They have been laving for 

the same benefits, as..all other. PERS _memb_er_s_siice_day_Qiie_. 
yet they are denied the benefit.

#5 QUESTION -

Why is a benefit that i:; available to “All Others” at 
normal retirement with held from Peace Officers, for 5 
years beyond normal retirement?

Were Peace Officers’, or their employers’, contribution 
rate lowered as a consequence of the unequal distribution 
of the benefits? - OR - Were “All Other” members, or their 
employers contribution, raised as a consequence of the 
unequal distribution of benefits?

In regards to the medical benefit - Are Peace Officers 
being treated equally with “All Other” PERS members?



Alaska State Legislature
House of Representatives

Official Business State Capitol 
Juneau, AK 99801

SPONSOR STATEMENT FOR HB 91 
BY: Representative Tom Anderson

TITLE: An Act rela’ j  to cost-of-living allowance and medical benefits for retired peace 
officers after 20 years of credited service.

The state troopers, firemen, correctional officers, and others known as "peace officers,” 
employed by the State of Alas><a, are an invaluable resource. These employees risk their health 
and safety in their sen/ice to the citizens of Alaska.

Until 1986, all PERS benefit recipients were eligible to receive major medical insurance benefits 
after becoming vested in the retirement system. In addition, peace officers were eligible to 
receive an Alaska Cost-of-Living-Allowance (COLA) upon retirement. In 1986, the requirements 
for medical benefits and COLA were modified to reduce the number of benefit recipients eligible 
to receive these benefits.

Currently, PERS participants may receive major medical insurance benefits upon their normal 
retirement after 30 years of service. Normal retirement for peace officers is after 20 years of 
service, however, current law requires peace officers to have 25 years of service before they 
a.e eligible to receive medical benefits. This undermines the intent of the peace officer normal 
retirement by withholding their medical insurance benefit until an additional 5 years of service 
are given.

HB 91 corrects the existing benefit delay by allowing peace officers to receive major medical 
insurance at their normal retirement.

Alaska COLA is currently payable to non-disabled PERS benefit recipients, age 65 or older, who 
remain in Alaska after retirement. HB 91 will provide the COLA benefit to peace officers upon 
normal retirement after 20 years of service, offering an incentive to these honorable citizens to 
remain in Alaska where they may continue contributing to the public good.

This legislation will end the requirement that peace officers work beyond their normal retirement 
in order to obtain their medical benefits. By offering.the COLA benefit upon retirement, this 
legislation also encourages retired peace officers to remain in Alaska.

I urge your support.

February 24, 2003 -  HB 91 23-LS0426\D
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«
Alaska Division of Retirement & Benefits 

Public Employees’ Retirement System Plan Comparison Chart 
Rev. 10/30/2002

Tier 1
1/1/51 - 6/30/B6

Tier II
Entered on or after 7/1/36

Tier III 
Entered on or after 7/1A6

After tax employee contribution:
4.25% for all others 
5% for police and fire
4.25% for 9chool district empjoyees 
Contributions changed to Tier II level as 
noted under Tier II.

Pre-tax employee contribution:
6.75% beginning 1/1/87—All others 
7.5% beginning 1/1/87—police and fire 
9.6% beginning 7/1/99—school district

No change from Tier II.

Members vest with 5 years of service. No change. No change.

Normal retirement age is 55, with early retirement 
at age 50; police/ire members can retire at any 
age after 20 years of police/ire service; all other 
members can retire at any age after 30 years of
membership service.
7/1/96—Early retirement reduction changed to 
Tier III.

Normal retirement age is 60, with early 
retirement at age 55; police/ire members can 
retire at any age after 20 years of police/fire 
sen/ice; all other members can retire at any
age after 30 years of membership service. 
7/1/96—Earty retirement reduction 
changed to Tier III.

No change from Tier II. However, 
early retirement reduction will be 
1/2% per month or 6% per year for 
every year less than the required 
normal retirement age.

! Benefit formula was 2% X "years of service" X 
"average salary'1 based on the high three 

^onsecutive yrars salaries.

^fcnefit formula changed to Tier II in 1986 applied 
Wb all service earned after that effective date.

Benefit formula is 2% for first 10 years, 2.25% 
for the next 10 years, and 2.5% per year 
thereafter. Benefit calculation is determined 
on the average of the high three consecutive 
years salary.

Benefit formulas did not change; 
however, the benefit calculation for 
“A" occupation is determined on 
the average of the high five 
consecutive years salary and the 
Benefit calculation for “ P” 
occupational code is high three 
consecutive years regardless of 
tier.

i
! An Alaska Cost-of-Living Allowarce is payable 
, to benefit recipients who remain domiciled in 
I Alaska after retirement The allowance is $50 or 
i 10% of the base benefit, whichever is greater.

An Alaska Cost-of-Living Allowance is 
payable to benefit recipients 65 or older or 
disability benefit recipients regardless of age 
who remain domiciled in Alaska after 
retirement The allowance is $50 or 10% of 
the base benefit whichever is greater.

No change from Tier II.

PRPA increases granted on an ad hoc basis. 
The automatic PRPA legislated in 1986 applied 
to all members regardless of hire date.

Automatic PRPA adjustments to disabled 
members, retirees 60 and over, and those 
who have received benefits for 5 years.

No change from Tier II.

Major medical insurance is provided to all benefit 
recipients and their eligible dependents at no 
cost.

Major medical insurance is provided at no 
cost to disabilitants, regardless of age and 
benefit recipients over age 60 or

. poiice/fire membors with 25 years of 
po) ice/ire

• all other members with 30 years of 
membership service

and their eligible dependents at no cost. 
Benefit recipients under age 60 must pay the 
full premium cost.

Same as Tier II. However, 
employees must accrue a 
minimum of 10 years of credited 
•ervice*, to have system-paid 
coverage at age 60. Employees 
with less than 10 years must pay 
the full premiums as long as they 
wish to continue medical coverage.

Usability benefits for members: Nonoccupational 
Usability benefits are calculated as a normal 

retirement Occupational disability provides 40% 
of the gross monthly compensation.

No change. No change.

h llp ://w w v r.iU le .ak .u a /lo ca l/ak p a |O i/A D M IN /d rh /p cra ,t ie rp e r i .h t« Pane 1 o f  2



Sectional Analysis HB 91

Section 1: Amends the statute requiring Alaska COLA recipients be age 65 or 

older, or be receiving a disability benefit, to allow peace officers with at least 20 

years of credited service to receive the COLA benefit upon retirement.

Section 2: Amends the statute requiring peace officers to work 25 years in order 

to receive medial benefits upon retirement to allow peace officers with at least 20 

years of credited service to receive medical benefits upon normal retirement.



HB 91 only affects "peace officers" as defined by the Public Employees
Retirement System (PERS).

Sec. 39.35.680 Definitions

In this chapter, unless context otherwise requires,

(28) “peace officer” or "fire fighter” means an employee occupying a 
position as a peace officer, chief of police, regional public safety officer, 
correctional officer, correctional superintendent, fire fighter, fire chief, or 

. probation officer, but does not include a village public safety officer 
employed by a village public safety officer program established under AS 
18.65.670;

Regulation 2 AAC 35.850

(a) Except as may be expressly authorized by AS 39.35, a "peace officer” 
means only a person who is a regular employee of a police agency or 
organization which is part of the state or a political subdivision of the 
state, and who has primary responsibility for the prevention and 
detection of crime and the enforcement of the fish and game, penal, 
traffic or highway laws of the state or employing political subdivision. A 
"fireman" or "fire chief" means only a person who is a regular employee 
of a fire agency or organization of the state or a political subdivision of 
the state and who is authorized to act under AS 18.70.

Note:
The 2002 Validation report for PERS lists 2,683 active occupation code "P" 
(peace officer) members. Of those, 2,021 were hired after July 1, 1986 and would 
be affected by HB 91.



On January 1, 1961, the Alaska Legislature established the Public Employees 
Retirement System (PERS) to attract and retain qualified people into public 
service employment.

HB 91 will assist in this mission. It provides incentives for peace officers, to work 
to normal retirement by recovering, in part, two of the benefits lost in 1986.

#1 Alaska COLA for peace officers at normal retirement: 20 years of credited 
service.

#2 Major medical insurance for peace officers at normal retirement: 20 years of 
credited service.

It is not PERS' mission or intention to provide participants with enough income to 
meet all their financial needs at normal retirement.
For peace officers, the base benefit at normal retirement is only 45% of their 
average monthly salary. It is understandable that peace officers usually need to 
continue to work in new careers after retiring with a 55% loss of income.

History:

PERS participants hired prior to June 30, 1986, are referred to as Tier I. Tier I 
participants qualify to receive major medical insurance and the Alaska COLA 
when they are eligible to receive a monthly retirement benefit.

In 1986, SCSCSHB 252 (FIN) Miller and Duncan: by Finance, made significant 
cuts to PERS benefits. The medical benefit was eliminated until the participant 
reached age 60 and the Alaska COLA was revoked until age 65.

In 2001, HB 242, KOTT, Stevens, Dyson, Cissna, Crawford and Guess, made 
significant, positive changes to retirement law; including partially restoring the 
medical insurance benefit cut in 1986. This change now allowed PERS 
participants to receive the medial insurance benefit at their normal retirement (30 
years), however, peace officers must work 5 additional years beyond their normal 
retirement in order to receive the medical benefit.

The eligibility requirements for the Alaska COLA benefit remain unchanged since 
1986. ‘

Public Employees Retirement System “Mission” (in part):

Note:
See following PERS Plan Comparison Chart



Explanation of Graphs

Current law requires peace officers to work 5 years beyond their normal 
retirement to receive their medical benefit. This inhibits recruitment and retention 
of peace officers and generates associated costs.

Requiring an extra 5 years creates a significant disincentive for younger peace 
officers to continue in public service. After their youthful exuberance wears off, 
the reality of being a peace officer begins to weigh heavily on their shoulders.

The thought of working 25 years in order to qualify for their retirement medial 
benefit, too often, becomes unrealistic.

Anecdotal and statistical data indicate significant turnover in peace officer 
employment.

The first graph shows turnover by using the percentage of Troopers, by year 
class, who are still working compared to those who separated.
See graph: Troopers Retained v. Separated.

The next graph shows turnover by using the number of Troopers by groups of 
year class. Please note that there or 237 Troopers out of 315 who have ten or 
less years of service.
See graph: Troopers, by number and years of service.

The next graph shows turnover by using the number of Correctional Officers by 
years of service.
See graph: Number of COs by years of service.

There is very limited opportunity for peace officers to promote into administrative 
positions. The next illustration compares the number of patrol-level officers to the 
number of administrative-level positions.
See graph: DOC/AST/FWP-Administration vs. Officer Positions.



Troopers - Retained / Separated
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Troopers by number and years of service.
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Information from 09/02 AST + FWP seniority lists and DPS date of hire records.



Number of COs by years of service
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DOC/AST/FWP - Administration vs. Officer Positions
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Information from DPS and DOC personnel directories, 10/02.



PERS Peace Officer/Fire Fighter Employer Contribution

Percentage of Salary

fiscal year

Information from the Department of Administration, Division of Retirement and Benefits, 02/03.



PERS Peace Officer/Firefighter Employer Contribution as a Percentage of 
Salary graph

Fiscal note attached:

Currently, the State’s employer contribution to PERS is 8.42%.

HB 91 would increase that by 0.18%.

For a peace officer whose salary is $50,000/year, the increase in contributions 
would be $90/year.

Peace officers’ contribution to PERS is 7.5%.

All others contribution to PERS is 6.75%.



Retention Data

With increased retention, employers would enjoy significant cost savings in 
recruitment and training. For example, the cost to recruit and train an Alaska State 
Trooper is $104,871.

The argument that it saves money to retain peace officers beyond normal retirement is 
flawed. In basic pay alone, not including any overtime, leave, or other expenses, a 
Trooper with 20 years of service earns $18,854 more per year than a Trooper with 1 
year on the job. For Airport Police the difference is $16,266 and for a Corrections Officer 
it is $11,859.

Problems with health, physical fitness and morale all become more common as a peace 
officer ages. Requiring peace officers to work at the patrol level, beyond normal 
retirement, is simply not a good idea.

Where do peace officers go when leaving public service in PERS? In the absence of 
records, anecdotal information was used to determine that they pursue a wide variety of 
careers. Recent examples include:

• A Trooper who went to work for Agrium Chemicals in Nikiski
• A Trooper who went to a California police department
• A Trooper who went to the USFWS
• A Trooper who went to work for an oil company
• A Trooper who went into a construction career

. • • A Trooper who simply quit with the hope of finding a job that didn’t take him 
away from his family so often

Peace officers’ experience and training allows them to be positive influences in society. 
After retiring, peace officers continue to fill important roles in service to their neighbors, 
communities, and state. They often work in the field of security, protecting private and 
public interests. Many become involved in public service on boards, commissions, 
through political activities and by election to public office. It is also common for retired 
peace officers to become involved in public service through volunteer activities. An 
Alaska COLA benefit at normal retirement would help retired peace officers to be able to 
.emain in Alaska.



State of Alaska

Retirement Board
P i t  W ellington, C h a ir 
Charles Borg, V ice  C hair 
Frank N iru sch  
Don H oover 
Bette Reed

Board A ttorney
R obert M . Johnson

PERS Adm inistrator 
and Board Secretary
G uy Bell

Internet
w w w .s ta le .a k . u s 'd rb

E-Mail
P E R S _B oard@ jdm in.state .ak . us

Public Employees’ Retirement Board
PO Box 110203 

Juneau, AK 99811-0203 
Phone: (907) 465-4471 

Fax: (907) 465-3086

February 26,2003

Joe D ’Amico 
Business Manager
Public Safety Employees’ Association 
4300 Boniface Parkway, Ste 116 
Anchorage, AK 99504

RE: HB 91 (peace officer legislation)

Dear Mr. D ’Amico;

In its meeting on February 25, 2003, the Public Employees’ Retirement Board considered, 
as I had previously told you it would, HB 91 legislation relating to benefits for retired 
police officers. I assume you have seen the fiscal note attached to the proposed legislation.

By a majority vote (Vice Chair Borg, member Hoover, and myself), the Board resolved to 
support the bill. In these troubled times, measures which encourage retention o f senior 
peace officers are very desirable, particularly to undertake the ever-increasing 
responsibilities required for Homeland security. HB 91 is an excellent effort in this regard 
and the cost to the system over time is not excessive.

By copy of this letter to sponsoring Representative Anderson and the administration, the 
Board urges passage of this bill.

cc: Mike Miller, Commissioner 
Department of Administration

Guy Bell, Director
Division of Retirement and Benefits

'/Representative Tom Anderson 
Alaska State Legislature

http://www.stale.ak
mailto:PERS_Board@jdmin.state.ak
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Public Safety Employees Association, Inc. 
“Representing Alaska's Finest”

February 14, 2003

Representative Tom Anderson 
House District 19 
State Capitol, Rm. 432 
Juneau, AK 99801

Ref: House Bill 91

Deor Representative Anderson, -* ■'/'%  u
•far * wS’'-'’ • . 1 u /tv /• *

I wanted to take this opportunity ̂ p^tspnelly thahk^otf/fbr introducing House 
Bill 91, regarding the-'Reace ^ c ^ ^ ^ re 'm ^ t-,S y a e ih . The Public Safety 
Employees Association is a^j^de^^ani^^n-i^epres^nting over 1,300 
Police Officers, JSpujf’ Servic^Gfipers, ^orrec^najv’jî fficerti, State Troopers, 
Fish and m $m *?tn>opg[p' F ire^f^halsK.|^^o;ther 'la^-» enforcement • 
professionals. tfTS bill i^^pe^iallyMpp[tar^;^>wr mdfnbers asrit'would affect

m . ' , ^ - M m  \ %  . 0  •
If enacted intolaW, this legislaborr^ould assist state and Municipal'agencies with 
recruitment and ^etentiojl of qi^Jifjpd perso.nnef fwjjpdace oflftger positions. 
Staffing th e3e*g 0 ic id y jth '1o |^^^  dcf ifer state and
local Governrrrentifc>Jn>^ajtipd|-by &a$ng a^€$k»((̂ sqrance benefit available 
at ‘normal* reilra f̂ent otih'dNn̂ il̂ ^̂ gose to.pursue a hew
career will be mi^likety t o ^ m  in public sefyyS'^P^^v^Sfflcers'. This 
will help reduce turrfoyer̂ :aM  h^d;|^uitmeht and training c^ts^d^u.;

Thank you again for yoiir/sup^if^ p^.State’s: peace of ĉdrs. Pleiase fpel free 
to contact rne with any questions  ̂ / * '

r>. ..r.Sincerely,
.‘■v, /?•» t* *Vv. .*•»*

i- - id x S i& U

/Joe D’Amico 
Business Manager

® 0 0 2

4300 Boniface Parkway, Suite 116, Anchorage, Alaska 99504 
Phone (907) 337-1979 FAX (907) 337-1753 E-Mail pseaiffpsea.net
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ANCHORAGE FIRE FIGHTERS UNION
LOCAL 1264  

INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS 
AFL-CIO

1200 E. 76TH # 12 2 7

/vNCHORAGE, ALASKA 99510

F IR S T  IN 
TH648W

February 18,2003

The Anchorage Firefighters Union, IAFF Local 1264, would Ilka to endorse 
House Bill 91 that was introduced on February 12, 2003, by Representatives 
Anderson and Gara.

Our Local Union represents the nearly 400 Firefighters, Dispatchers, and 
Support staff that make up the body of the Anchorage Fire Department Our 
Department provides Fire Protection, Emergency Medical Care, and multiple 
types of Technical Rescue to the entire Municipality of Anchorage. The 
members of our Union not only work to protect our city, we raise our families and 
establish foundations here for years to come. Our members are able to retire 
after 20 years of service in this challenging line of work that requires a 
tremendous amount of dedication both physically and mentally. Many members 
retire with chronic medical problems that plague them for the rest of their lives. 
Nonetheless, the Firefighters who perform these jobs choose to do the work for 
the benefit of others. To require these public servants to wait until they are 60 
years of age to collect PERS medical benefits is not right. The Police and Fire 
service is facing a serious employee retention problem. We need medical 
benefits to be available to the members at the time of retirement.

Please give your full support of House Bill 91 and show the men and 
women protecting your communities how much they are valued and represented 
in Juneau. Thank you for your continued support and consideration and we look 
forward to returning to Juneau soon to meet with the Legislature on this matter.

Sincerely,

Brian Reed, President



Feb 20 03 0 5 : 02p
k o d i a k  p o l i c e 9 0 7 4 8 G 8 0 2 3

Kodiak Police Department 
Office of the Chief of Police 
217 Lower Mill Bay Road 
Kodiak, Alaska 99615 
(907) 486-8000 
(907) 486-8026 Fax

February 20, 2003

The Honorable Tom Anderson, Chairman 
House Labor & Commerce Committee 
State Capitol, Room 432 
Juneau. Alaska 99801-1182

Dear Representative Anderson:

I am writing to you in support of House Bill No. 91, an ac: relating to a cost-of-living allowance 
and medical benefits for retired peace officers after 20 years of credited service.

The passage of this Bill will provide an incentive that I and many other Chiefs might be able to 
use to attract qualified applicants to fill the overwhelming numbe' of vacancies in law enforcement 
agencies throughout our great State. If passed, this legislation will also aide our efforts to retain those 
officers who are considering leaving our departments to pursue employment elsewhere.

Your strong support and passing of HB No. 91 will serve as an affirmation to the men and 
women of the Alaskan Law Enforcement Community that you recognize our service and commitment to 
protect our great State.

Chief of Police
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Alaska State Legislature
Please enter into the record my testimony to the JJenno. /7>?

• . . committee name
committee on _ Homo. £,// 7) dated

bill/subject
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~ T lt e  A U j h a  S ’h t 'h
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Signed: $icjk SLsrf /l>£e>/*>_____________
Testifier

S t K . — r~S'h*fa. ___________

Representing (Optional) ,
/?# A , as§x / * A  o-J- Ak

Address
y g >7 S'?S' -J2 2 . Z <1____________

Phone No.
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Alaska State Legislature
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February 9,2004

RE: House Bill No. 91

In the Above bill I fully Agree that peace officers are entitled to receive a monthly cost o f  
living allowance in additions to their basic benefits. And that they should aho receive 
medical coverage after 20 years o f service.

My husband h a Correctional Officer and I have seen the job that he has had to do over 
his last 17 years. His knees are gone and will need replacement on both o f  them from 
walking the concrete floors. He is sleep deprived because o f the day to night shifts and it 
b not an easy job to put up with the inmates or the administration. At times he comes 
home 90 beat be can’t eat and just goes to bed where sometimes he lucky if he can get 
four hours o f continual sleep. And this man is only 54.

The job is difficult and unappreciated by most people. He’s not a cop driving around in a 
pretty car in a beautiful uniform armed and ready to go. He is sometimes on his floor at 
Wildwood with over 100 inmates and he is the only guard on the floor. And what would 
you and the State do without people Eke him to protect you from the people you ore so 
gung ho to put away in prison and llten forget about the Correctional Officers who have to 
watch them.

I would say that 3uch dedication is well worth a cost o f living and medical coverage after 
20 years, wouldn't you? If you agree with me than please pass this bill.

Thank you for your attention,

Alice I. Fairchild 
P.O. Box 302 
Kasilof Alaska 99610

sr
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was referred to the 
Senate Finance 

Committee

No hearing was held
on this bill



Alaska State Legislature
House of Representatives

State Capitol 
Juneau, AK 99801-1182

SPO N SO R  STA TEM EN T FO R  CSHB 91 (FIN) 
BY: R epresentative T om  A nderson

TITLE: A n  A ct re la tin g  to m edical benefits  fo r re tired  peace  o ffice rs  a fte r 20 y ears  o f  
cred ited  service.

T he  state  troopers, firefigh ters, co rrectional officers, and o thers k n o w n  as “peace  
o ffice rs,” em ployed  by  the State o f  A laska and  o ther local governm en ts  are  an  in v a lu ab le  
resource . T hese  em ployees risk  their health  and  safe ty  in the ir serv ice  to the c itizen s  o f  
A laska.

U n til 1986, all PE R S b enefit recip ien ts w ere  elig ib le  to rece ive  m a jo r m ed ica l in su ran ce  
benefits  a fte r becom ing  vested  in  the re tirem en t system . In  1986, the req u irem en ts  fo r 
m ed ical benefits  w ere  m odified  to reduce the num ber o f  b enefit recip ien ts e lig ib le  to 
rece ive  these benefits. C urrently , m ost PER S partic ipan ts m ay rece iv e  m ed ica l in su ran ce  
benefits  upon  “norm al re tirem ent,” or 30 years o f  service. N orm al re tirem en t fo r  peace  
o fficers is 20 years o f  service, how ever statu te requires them  to w ork  an add itio n al five  
years to rece ive  their m edical benefits. T his add itional five  years underm ines the  in ten t 
o f  norm al re tirem en t and  creates a bu rdensom e situation  fo r those em p loyees w ho  w o rk  
un d er the m ost stressful o f  situations daily  m ain tain ing  the p u b lic ’s safety .

C SH B  91 (F IN ) corrects the ex isting  benefit delay by  a llow ing  peace  o fficers to rece ive  
their m edical benefit at their norm al re tirem en t o f  20 years. T h is leg isla tion  w ill en d  the 
add itional five-year requ irem en t beyond  norm al retirem ent.

I u rge your support for this im portan t and tim ely  legislation .

March 8 - C S H B  91 (FIN) 23-LS0426\Q



House Changes from HB 91 to CS HB 91

The committee substitute removes the previous change to the Cost of Living 
(or COLA) section of the statute. The old language read:

* Section 1. AS 39.35.480(a) is amended to read:
(a) While residing in the state, a person receiving a benefit under this 
chapter who is 65 years of age or oldera [OR WHO] is receiving a 
disability benefit, or has at least 20 years of credited service as a 
peace officer under AS 39.35.360 and 39.35.370 is entitled to 
receive a monthly cost-of-living allowance in addition to the basic 
benefit. The amount of this allc vance shall be $50 or 10 percent of 
the basic benefit, whichever is greater.

CS HB 91 removes Section 1 and the change located therein.
The result of this change is a lower fiscal impact.

Senate Changes from CS HB 91(FIN) to SCS CS HB 91(STA)

Section 1 was changed to say the state shall, from the general fund, pay the 
employer contribution on behalf of each political subdivision or public 
organization participating under the system annually.



MERCER
Human Resource Consulting 0ne Unlon Squ„ e

600 University Street, Suite 3200 
Seattle, WA 98101-3137 
206 808 8926 Fax 206 382 0627 
chris.byrnes@mercer.ccm 
vrww.mercerHR.com

March 30,2004

Ms. Melanie Millhom
Director o f Retirement Benefits
State o f Alaska
Department of Administration
Division o f Retirement and Benefits
P.O. Box 110203
Juneau, AK 99811-0203

Subject:
Revised  HB 91

Dear Melanie:

This letter provides additional information regarding our estimates o f the cost o f proposed 
changes to the Public Employees’ Retirement System (PERS) under HB 91. Previous 
correspondence from Mercer on the cost o f HB 91 can be found in our letter dated 
February 27,2004. Current statute allows Tier 2 and Tier 3 peace officers and fire fighters 
retiring with at least 25 years o f  service to not pay for any retiree medical coverage. Those with 
less than 25 years o f service must pay for retiree medical coverage until age 60. This letter 
describes the costs associated with changing this service requirement to at least 20 years o f 
service instead o f  25.

In previous correspondence regarding FIB 91, all actuarial assumptions associated with 
developing costs were consistent with the June 30,2002 actuarial valuation. Using these 
valuation assumptions resulted in 411 out o f 1,961 (21%) o f Tier 2 and Tier 3 members 
ultimately taking advantage o f this increased benefit. As we have discussed, our assumptions are 
based on par . analyses of actual System experience. However, System benefit changes such as 
those proposed under HB 91 may result in future experience that is different than what w e’ve 
seen in the past. In particular, members might retire immediately upon completion o f 20 years of 
service. At your request, we have revised our estimates to include scenarios where the percentage 
of members who retire immediately to take advantage o f the enhanced benefits is greater than the 
current valuation assumption. Below we have shown additional costs assuming 50%, 75%, and 
100% of members with 20 or more years of service retire immediately. As you can see, the 100% 
scenario does not assume that all Tier 2 and Tier 3 members will ultimately be affected. This is 
mainly because there are some members who will not accrue 20 years o f service prior to 
attaining age 60.

M arth  ft M c lenn an  C om pan lrt

mailto:chris.byrnes@mercer.ccm


MERCER
Human Resource Consulting

Page 2
March 30,2004 
Ms. Melanie Millhora 
State of Alaska

A summary o f pertinent costs under HB 91 are as follows:

Current
Valuation

Assumptions

50%
Retirem ent
Assumption

7 5%
Retirem en t
Assumption

100%
Retirem ent
Assumption

Change in Employer Contribution Rate Due to 
HB 91

-  As a percent of Police/Fire payroll 0.97% 1.68% 2.39% 3.11%
-  As a percent of total System payroll 0.11% 0.19% 0.27% 0.35%

Change in Unfunded Accrued Liability So,000,000 $11,400,000 $14,800,000 $18,200,000
Change in PERS Funded Ratio (0.1%) (0.1%) (0.1%) (0.1%)

Number of Police/Fire Active Members as of 
June 30, 20u2 2,695 2,65r 2,695 2,695

Number of Tier 2 and Tier 3 Members as of 
June 30, 2002 1,961 1,961 1,961 1,961

Number of Members Projected to be Affected 411 792 1,174 1,555

Percent of Members Projected to be Affected 21% 40% 60% 79%

We have expressed the costs associated with HB 91 in this letter as a percentage o f total System 
payroll and as a percentage o f peace officer and firefighter payroll. However, each employer 
will not be affected equally. For example, some employers may have a higher percentage of 
peace officers and firefighters than the System average and therefore would be required to pay a 
greater percentage o f their payroll.

In estimating the cost of HB 91 we used the same methods and provisions as were used in the 
June 30, 2002 actuarial valuation reports, with the exception o f the eligibility for retiree medical 
■overage and the retirement assumption described above. In order to effectively cost the 100% 

affected member percentage, we assumed no decrements prior to attaining 20 years o f service. 
That is we assumed no mortality, turnover, disability, or retirement.



MERCER
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March 30, 2004 
Ms. Melanie M illhom 
State o f Alaska

Please let us know if  you have any questions or comments. 

Sincerely,

Christopher Byrnes, EA 

CMB/MAG/RMR/kmp

Copy:
Bob Reynolds 
Anselm Staack 
Kathy Lea

g.V« '.re\*K*je*\20C3p«r*V«vi*eil hb 91 32904.doc



HB 91 discussion points.

HB 91 is a bill that removes the disincentive for Peace Officers to take 
normal retirement.

It enjoys broad support among legislators with 23 House co-sponsors and a 
33 to 3 passing vote in the House.

HB 91 is a tool that could be used to cut operational budgets by 
removing the disincentive for Peace Officers to take normal retirement.

There is a $23.105 savings in base pay and leave during the first year 
after a 20 year Corrections Officer 3 takes normal retirement.

There is a $26.644 savings in base pay and leave during the first year 
after a 20 year Trooper takes normal retirement.

It's a policy choice - Currently the policy is to incur higher operational 
costs when high cost, older, peace officers defer retirement because a 
benefit is withheld unless 5 extra years are worked.

HB 91 removes the disincentive to take normal retirement, but; in no 
way discourages peace officers, who still feel fit for duty, to remain 
beyond normal retirement.

HB 91 represents very little risk. If a Peace Officer completes 20 years 
of service and takes normal retirement the employer enjoys the above 
savings. If 20 years is not completed, there is no benefit and there are 
no new costs.

PERS is managed on the basis of equality among members.
Peace Officers qualify for retirement after 20 years of service. They are 
required to pay a higher contribution into PERS than ' All Others" who 
qualify after 30 years. Their higher contribution maintains equality.

The retirement medical benefit is withheld from Peace Officers unless they 
work 5 years beyond normal retirement.

HB 91 re-establishes parity among PERS members. And. Is good policy for 
the State.



L t C  F o c u s  /s F jizM /L SS

PERS is managed, and rightly so, on the basis of equality among members. 
Because "Peace Officers" qualify for retirement after 20 years of service 
they are required to pay a higher contribution than "All Others" who qualify 
after 30 years. That higher contribution maintains equality among all 
members. The previous administration decided it was good policy to 
withhold the medical benefit from Peace Officers unless they worked 5 years 
beyond normal retirement, to influence them to defer retirement. Peace 
Officers have been paying for the same benefits as all other PERS members 
since day one, yet they are denied the same benefits. HB 91 corrects the 
current policy which is ill conceived, unfair, and prejudicial against Peace 
Officers.



The same assumptions used to determine the "number of members 
impacted" for cost analysis should be made to estimate savings. If a 
member has impact on the cost side (PERS) he also has impact on the 
savings side (payroll). This bill cannot impact one side without 
impacting the other.

HB 91 is a policy change with little or no risk. If 20 years is not 
completed, there is no new benefit and the State incurs no new costs. 
If a Peace Officer completes 20 years of service and takes normal 
retirement the State enjoys payroll savings that mitigate the cost. The 
current policy of withholding a less expensive benefit to influence a 
Peace Officer to defer retirement and pay higher payroll costs money.

For example:

#1 - The largest number of "Peace Officers" in the state are 
Correctional Officers, and most of them are C02s.

When a C02 defers retirement for 1 year it costs the state at least an 
additional $18,252. This is the difference in just the base pay and 
leave between a C02 working year 21 and a C02 working year 2. 
Current policy attempts to defer retirement for 5 years with a cost of 
over $18,252 per year. For a C03 the cost is higher, $23,105 / year. 
For a Trooper the cost is at least $26,644 / year, for a Sgt. the cost is 
at least $32,508 / year.

During testimony in House Finance, DRB stated that the average 
benefit cost would be $806/month or $9,670/year.

/ A  person can get lost in the maze of "what ifs" thoughtfully produced 
/  by DRB, but the facts remain. The actual benefit costs considerably 

less than the actual cost of deferring retirements. And. For every 
Peace Officer actually impacted there is a payroll savings mitigating 
the cost. There is no guessing involved, it is a 1 to 1 ratio.

This is a policy choice. Fund the benefit or fund the greater payroll. Is 
it worth the higher cost to keep peace officers beyond normal 

\ retirement? Is it good policy to squeeze an extra 5 years out of them? 
\  The answer is ng.



cost avoidance question

Subject: cost avoidance question
D ate: Tue, 13 Apr 2004 09:00:25 -0800 

From : fox < foxhouse@ gci.net>
To: Josh Applebee <Josh_Applebee@Legis.state.ak.us>

Josh and Tom,

HB 91 is a "cost avoidance" Bill The current policy requires Tier 2 and 3 Peace Officers to 
defer retirement to qualify fo r their medical benefit. The policy o f deferring retirement has a 
price tag.

At the hearing on HB91 in House Finance on 02/17/04 - DRB advised the average actual 
cost o f the benefit is $9,672/year.

However; when a Peace Officer defers retirement, the operational cost increase, in just base 
pay and leave, is greater than the actual benefit cost.

For a C02 it is at least $18,252/year.
For a CO 3 it is at least $23,105/year.
For a Trooper it is at least $26,644/yr.
For a Sergeant it is at least $32,508/yr.

Further; there are additional costs associated with: over time, workers comp, shift 
differential, geo. dif, retirement contributions, etc.

Tier 2 employees will start qualifying fo r normal retirement with 20 years o f sendee in
2006. HB 91 will help avoid the impending increased costs associated with deferring their 
retirements.

QUESTION (for who):

Is the administration prepared for the increased funding demands that will be coming due i f  
they don't pass HB 91?

4/13/2004 9:37 AM

mailto:foxhouse@gci.net
mailto:Josh_Applebee@Legis.state.ak.us


At previous hearings AML and Larry Semmens of the City of Kenai testified 
in opposition because of the PERS cost and under funded status.

Perhaps one reason that they are under funded is because of their long 
history of low contribution rates.

When financial markets were strong and growing, perhaps it would have 
been wise to maintain contribution rates to capture some of that growth.

It is unfair to place the burden of this past failed investment strategy on 
current members.

The attached graph illustrates the rates paid by the city of Kenai compared to 
those paid by the State of Alaska.
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There is a price tag associated with deferring retirement. These graphs show 
that most Tier 1 Troopers and Correctional Officers leave at 20.

That drop will move to 25 years and significantly increase operational costs.
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It is not good policy to encourage Peace Officers to defer retirement.

It is easily understandable that the physical demands of the job are better 
suited for a younger work force.

The attached graph helps illustrate this point.



Alaska PERS Disability Rates

■Pollce/Fire Rate ■  Other PERS Members Rate

William M Mercer Incorporated Public Emplyees Retirement System  Analysis of Actuarial Assum ptions 10 /2 3 /2 0 0 0



PERS is managed on the basis of equality among all members.

Peace Officers" pay a higher contribution to maintain that equality.

The current policy is to withhold the medical benefit from Peace Officers 
unless they work 5 years beyond normal retirement.

Peace Officers pay equal to all other members, yet they are denied equal 
benefits.

HB 91 corrects this unfair and prejudicial policy.



PERS is managed, and rightly so, on the basis of equality among members. 
Because "Peace Officers" qualify for retirement after 20 years of service 
they are required to p«y a higher contribution than "All Others" who qualify 
after 30 years. That higher contribution maintains equality among all 
members. The previous administration decided it was good policy to 
withhold the medical benefit from Peace Officers unless they worked 5 years 
beyond normal retirement, to influence them to defer retirement. Peace 
Officers have been paving for the same benefits as all other PERS members 
since dav one, yet they are denied the same benefits. HB 91 corrects the 
current policy which is ill conceived, unfair, and prejudicial against Peace 
Officers.



HB 91 is a "cost avoidanc Bill.

The current policy requires Tier 2 and 3 Peace Officers to defer retirement 
to qualify for their medical benefit. The current policy o f  deferring 
retirement has a price tag.

When a Peace Officer defers retirement, the operational cost increase is 
greater than the actual benefit cost.

Tier 2 employees will start qualifying fo r  normal retirement with 20 years o f  
service in 2006. HB 91 will help avoid the impending increased costs 
associated with deferring their retirements.



HB 91 is a "cost avoidance" Bill. The current policy requires Tier 2 and 3 
Peace Officers to defer retirement to qualify fo r  their medical benefit. The 
policy o f  deferring retirement has a price tag.

At the hearing on HB91 in House Finance on 02117104 - DRB advised the 
average actual cost o f the benefit is $9,672/year.

However, when a Peace Officer defers retirement, the operational cost 
increase, in just base pay and leave, is greater than the actual benefit cost.

For a C 02 it is at least $18,252/year.
For a CO 3 it is at least $23,105/year.
For a Trooper it is at least $26,644/yr.
For a Sergeant it is at least $32.508/yr.

Further; there are additional costs associated with: over time, workers 
comp, shift differential, geo. difi, retirement contributions, etc.

Tier 2 employees will start qualifying fo r  normal retirement with 20 years o f 
service in 2006. HB 91 will help avoid the impending increased costs 
associated with deferring their retirements.



Reference: Sec. 39.35.535. Medical benefits.

Question: Is the current practice of withholding a retirement 
benefit for 5 years, from Peace Officer members of PERS, a 
violation of the Equal Protection Clause?

PERS is managed on the basis of equality among members. Because "Peace 
Officers" qualify for retirement after 20 years of service they are required to 
pay a higher contribution into PERS than "All Others" who qualify after 30 
years. That higher contribution is justified to maintain equality among PERS 
members. Previous legislation (HB 242 in 2001) changed AS 39.35.535, in 
part, by withholding the medical benefit from Peace Officers unless they 
worked 5 years beyond normal retirement. All other changes affected all 
PERS members equally and the fiscal note referred equally to all PERS 
employers. No contribution rate reduction corresponding to the benefit being 
withheld was applied to Peace Officers or their employers. Peace Officers 
and their employers have been paying equally, for the same benefits as all 
other PERS members, yet a benefit is withheld.

EQUAL PROTECTION CLAUSE - Portion of the Fourteenth 
Amendment to the U.S. Constitution that prohibits 
discrimination by state government institutions. The clause 
grants all people "equal protection of the laws/' which means 
that the states must apply the law equally and cannot give 
preference to one person or class of persons over another.



Public Safety Employees Association, Inc.
“Representing A la ska ’s F inest”

Senator Seekins, 4/20/04

During our last meeting you requested some “real” numbers that would 
illustrate the fact that there is a cost increase associated with deferring 
retirements. To answer that request I searched out the following information.

Previously we used the pay and leave scales to illustrate the potential costs 
of deferring retirement, (see last 2 pages). For this discussion I found the 
actual cost for actual officers who actually retired to compare to the cost of 
the actual officers who replaced them. Note: In some instances the specific 
entry level officer was impossible to identify so I used pay scale for an entry 
level officer in the same facility or assignment.

In the previous comparison we only used base salary and leave accrual. In 
this comparison we used all employer costs including leave used and cashed 
in. We did_not use leave accrual, which is a significant cost increase with 
older officers. We did not use it in this discussion because it is an accrual 
and not an actual cost until it is used or cashed in.

In the Sgt. row year 21 and 22 costs are underlined to highlight that they 
were paid. That Sgt. deferred retirement for 2 years.

The cost listed for the first year medical benefit is the current actual average 
cost. Years 2 through 5 include an estimated 10% annual cost increase.

Note: In 2001 the deferred retirement costs were not addressed in the fiscal 
note for the Bill (HB242) that created the current policy.

Sincerely, Mike Fox, PSEA cell 223-0605 or 790-4970.

cc Senate Labor and Commerce 
Senator Bunde 
Senator Davis 
Senator French 
Senator G. Stevens

4300 Uoniface Parkway, Suite 116, Anchorage, Alaska 99504 
Phone (907) 337-1979 FAX (907) 337-1753 E-Mail psea@psca.net

mailto:psea@psca.net


Costs associated with deferring normal retirement. The actual values 
are from fiscal year '03 (the year prior to these retirements). The 
values include all salary, premium pay, employer costs for SBS, 
Retirement, UI, health insurance, Medicare, other charges 
accumulated in the HR Indicative and leave used. (Not leave accrued). 
The replacement's value estimates consider that they copy the exact 
same schedule, in all aspects, as the officer they replaced.

#1 -  A 20 year CO II retired on 12/03. His last actual annual cost to the state 
was $73.629. The cost for thelyear CO II replacement is $51,975. The cost 
avoided = $21,654.

#2 - A 20 year Trooper in a bush assignment retired on 08/03. His last actual 
annual cost to the state was $133.911. A 2 year Trooper replaced the retired 
Trooper and will cost $103,498. The cost avoided = $30,413.

#3 - A 22 year Trooper Sgt. retired on 1/04. His last actual annual cost to 
the state was - $111.867. A 10 year Trooper was promoted for replacement 
and will cost $93,061. The cost avoided in the first step is $18,806.

The promoted 10 year Trooper’s last actual annual cost was $100.568. A 1 
year Trooper replaced the promoted Trooper and will cost $77,727. The cost 
avoided in the second step = $22,841. The total cost avoided during the first 
year after the Sgt. retired was $41,647.

The estimated cost to recruit and train (Trooper $91,463, CO $18,273) is not 
eliminated with deferred retirements, it is only deferred. Row 1 illustrates 
normal retirement and medical benefit cost. Rows 2,3,4 illustrate deferred 
retirement and payroll increase for the examples described above.

year 20 21 22 23 24 25
Recruit
+train

$91,463
$18,273

Benefit 
$9,672__

$10,639 $11,702 $12,872 $14,195

CO I I Deferral
cost

$21,654 $21,654 $21,654 $21,654 $21,654
$18,273

Trooper Deferral
cost

$30,413 $30,413 $30,413 $30,413 $30,413
$91,463

Sgt. Deferral
cost

$41,647 $41,647 $41,647 $41,647 $41,647
$91,463

Total for 5 years: Benefit cost - $59,044, - Including 10% /yr Increase 
Retirement deferral cost- CO I I  $108,270, Trp $152,065, Sgt $208,235



V

Appendix

Trooper
Savinas (in base pav and leave) after a 20 year Trooper takes normal 
retirement

Cost for a 20 year Trooper......................................  $83,418
Cost for a 1 year Trooper............................................  $56,774
Savings during the first year after retirement--------------- *2 6 .6 4 4
Savings during the second year.............................. $24,515
Savings during the third year......................................  $22,306
Savings during the fourth year...............................................$20,014
Savings during the fifth year---------------  - .................... $17,636
Total savings from a 20 vs 25 year retirem ent *111 .115

There are 250 Troopers effected by Hr 11. I f  half of them (125) make it to 
normal retirement and retire with 20 years service instead of 25, the State 
would save $13,889,375.

T r o p p s r  S f i Q i f i a n i

Savinas in (base pav and leave) during the first year after a 20 year 
Trooper Sot, takes normal retirement, (on average, Sergeants have 8 years 
o f service a t the time o f the ir promotion)

Cost for a 20 year Trooper S g t........................................... $92,026
Cost for an 8 year Trooper Sgt. is............. — ......................$75,032
Savings...........................................- ....................... —..............$16.994

Cost for an 8 year Trooper is................................................ $72,288
Cost for a 1 year Trooper is---------------------------- -------------$56,774
Savings......................... ............................................................ $15.514

Total savings during the first year after retirement *32 .5 0 8

Note: There are 37 Sergeants effected by HB91. They represent the potential 
for $1 ,202 ,796  in savings when considering just the first year following 
their retirement.

Correctional Officer 2
Savings fin base pav and leavej during the first year after a 20 year 
Correctional Officer 2 takes normal retirement

Cost for a 20 year C 0 2 ....... - ............................................—  $60,853
Cost for a 1 year C 0 2 .............................................................. $42,601
Total savings during the first year after retirement *18 .25 2

l



Correctional Officer^
Savinas (in base pav and leaved during the first year after a 20 year 
Correctional Officer 3 takes normal retirement, (average years o f service 
when C03s are promoted is unknown; 8 years was used)

Cost for a 20 year C 0 3 .................... ......................... ..............$67,442
Cost for an 8 year C 0 3 ............  - ................................. $55,381
Savings......................- ..............................................  $12,061

Cost for an 8 year C 0 2 ----------------  - ...........................$53,645
Cost for a 1 year C 0 2 ---------------------------------------------------- $42,601
Savings.................................- ................-......................................$11,044

Total savings during the first year after retirement----------*23 .105

Training Cost Discussion

Estimated costs to hire and train a new Correctional Officer, $18,273 
during 6 weeks, Trooper $91,463 during 33 weeks. Some applicants are 
APSC certified and require less or no training. Example; HB242 hires.

I t  is not valid to consider hiring and training as new costs when 
associated with normal retirement. That investment is returned over time, 
during the 20 years of service required to earn a normal retirement.

Public Safety has been unable to determine the average length of a 
Trooper's career, however; seniority lists indicate that less than half 
complete 20 years of service. On average, DPS may reasonably expect to 
receive approximately 10 years of service from their investment in hiring and 
training. DOC estimates an annual CO turnover rate of approximately 10%.

The argument that deferring retirement from 20 to 25 years saves 
training costs is flawed. The operating budget savings are greater than the 
costs to hire and train new officers. Example; I t  costs more to defer a 
Correctional Officers retirement for one year than it does to hire and train a 
new officer.

References: DPS and DOC 2003 seniority lists and wage schedules.

PSEA -  Juneau contact Mike Fox, 790-4970,223-0605 cell
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Mmjur M..rk Sk'.yicli O ffice  o f  f l ic  Mayor

March 1,2004

Representative Tom Anderson 
Alaska House of Representatives 
Juneau, AK 99811

Dear Representative Anderson:

It has come to my attention that concerns have been raised regarding the impact of HB 91 
on the Municipality o f  Anchorage,

Based on the review o f this legislation by our public safety and employee benefits staffs,
I believe ITB 91 will nut adversely affect our employees, our finances or our ability to 
provide excellent public safety services to our community.

Please lei me know if  you need more information from the Municipality on this 
legislation.

Sincerely,

M a r k e t

Mayor

Community, Security, Prosperity



Public Safety Employees Association, Inc.
“Representing Alaska’s Finest”

February 14, 2003

Representative Tom Anderson 
House District 19 
State Capitol, Rm. 432 
Juneau, AK 99801

Ref; House Bill 91

Dear Representative Anderson, . .vc-

I wanted to take this opportunity tp. personally thankypt* for introducing House 
Bill 91, regarding t̂ e-. TJie Public Safety
Employees Association'is a s fe te w d ^ r ^ ‘n , ^ t ^  - jrepresenting over 1,300 
Police Officers, Court Service Clffioers, CorrecfiM^^ State Troopers,
Fish and Wildlife 'troopers  ̂ Fre \ Marshals^ and?: other laW enforcement 
professionals. This bill is especially; imppftant to atir merihbers aa.it would affect 
the vast majority;# them.;'^ ••• ;•••<
• S, -»VtX /./:*’ ■;

If enacted into faW, this legislation Would assist state arid municipal agendas with 
recruitment and retention of qualified pisrsorfoel ^ p c ia c e  officer positions. 
Staffing these agpncies Wiih tp f^ iU i^  prpfiasslbi^ls is a^must dp* for state and 
local Govemm^tiafc^ln addHidhJ by h f^ .a m d ^ .in ^ n a n c e  benefit available 
at ‘normal’ retirentfent cfil^ose' to. pursue a new
career will be mojeriikely to rema^ in pubfic service as; “Peace Officers’. This 
will help reduce turnover.and hold re fitm ent and training costadpwn>

.. ‘ / . >  . v V
Thank you again for your support of our State’s peace officers. Please feel free 
to contact me with any questions. 1 •;>;s 

• * <

Sincerely,

'Joe D’Amico 
Business Manager

4300 Boniface Parkway, Suite 116, Anchorage, Alaska 99504 
Phone (907) 337-1979 FAX (907) 337-1753 E-Mail psea@psca.net

mailto:psea@psca.net


State of Alaska

Retirement Board
P tf  W cQ uiftcn, C hair 
C ta riea  B o rx  Vie* C hair 
P m k N a n x c b  
D on Hoover 
B « ta  K red

Board Attorney
Rab'rtM .JohoNn

PERS Administrator 
and Board Secretary
Q«yB<B

Internet

E-Mail
P B U J k a r d @ a d m h i J iU a - i k . t a

Public Employees’ Retirement Board
PO Box 110203 

Juneau, AK 99811-0203 
Phone:(907)465-4471 

Fax: (907)465-3086

February 26,2003

Joe D’Amico 
Business Manager
Public Safety Employees’ Association 
4300 Boniface Parkway, Ste 116 
Anchorage, AK 99504

RE: HB 91 (peace officer legislation)

Dear Mr. D ’Amico:

In its meeting on February 25,2003, the Public Employees’ Retirement Board considered, 
as I had previously told you it would, HB 91 legislation relating to benefits for retired 
police officers. I assume you have seen the fiscal note attached to the proposed legislation.

By a majority vote (Vice Chair Borg, member Hoover, and myself), tne Board resolved to 
support the bill. In these troubled times, measures which encourage retention o f senior 
peace officers are very desirable, particularly to undertake the ever-increasing 
responsibilities required for Homeland security. HB 91 is an excellent effort in this regard 
and the cost to the system over time is not excessive.

By copy o f this letter to sponsoring Representative Anderson and the administration, the 
Board urges passage o f this bill.

cc: Mike Miller, Commissioner 
Department of Administration

Guy Bell, Director
Division of Retirement and Benefits

'/Representative Tom Anderson 
Alaska State Legislature

mailto:PBUJkard@admhiJiUa-ik.ta


04 /09 /09  16:49 9 9 4 9 0 4 1 0 APD/DOC TRAINING lj| 001

AnchoragePoliceDepartmentEmployeesAssociation
PltOM (907) 541-7500 

P.O. I m 210330 Andwrog*, Ala rim 99323 
500 Wm* Inr^mctfond Airport Raari 

Aodiemge, Alarito

Representative Tom Anderson 
State Capital Buldng 
Juneau, Alaska we<M

April 3,2003

Dear Representative Anderson;

On behalf of the men and women of the Anchorage Police Department Employees Association, 
please consider this as a strong endorsement of HB 91. HB 91 is designed to bring the retirement 
benefits accorded Alaska's puMc safety officers In Hne with ths benefits existing m the public 
safety retirement plans of other states.

Alaska's public safety agendas era approaching crisis mode In terms of recruitment and 
retention. Increasingly, qualified appOawrta are eithar simply not applying to work in Alaska or, tf 
they apply, are remcviny, themectves from elgibstty farts before they are hired. The refrain from 
these individuals has become al too famMlar-the wagee, and particularly the retirement benefits, 
available elsewhere are too attractive to turn down. With a large number of California polce 
agencies now offering a "3.0% at 50” retirement plan, the problem is only Italy to get worse.

As daunting ae the problem of recruitment Is, public agendas art fadng Just as serious a problem 
In retaining experienced employees. Only a short time ago, law enforcement and fire protection 
were treated as camara by employees. tiwasexlraordlnaty to see an Individual become a poloe 
officer or firefighter with one agency and not retire from that agency. Without question, this Is no 
longer the case. In Anchorage, for example, we have hi the last fitw years seen many police 
employees voluntarily leaving employment before retirement often to take law enforcement Jobs 
in the lower 49.

It b dear we need greater financial incentives to attract and retain the most qualified Individuals 
aa public w/ety employees. HB 91 Is a s’gntficant step in that direction.

3incareiy,

SGTRobHeun
President
APDEA
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ANCHORAGE FIRE FIGHTERS UNION

LOCAL 1264 
INTBtNATHm ASSOCIATION OF RRE FIGHTERS 

A a -o o
1200 E76TH #1227

;sNCHORAS£ ALASKA 99S1A

February 18,2003

The Anchorage Firefighters Union. IAFF Local 1264. would like to endorse 
House B1 91 that was Introduced on February 12, 2003, by Representatives 
Anderson and 6am.

Our Local Union represents the nearly 400 Firelighters, Dispatchers, and 
Support staff that make up the body of the Anchorage Fire Department Our 
Department provide# Fire Protection, Emergency Medical Care, and multiple 
types of Technical Rescue to the entire Municipality of Anchorage. The 
members of our Union not only work to protect our city, we raise our families and 
establish foundations hero for years to oomc. Our members are able to retire 
alter 20 years of service in this challenging Ane of work that requires a 
tremendous amount of dedication both physio iy and mentally. Many members 
retire with chronic medical problems that plague them for the rest of their lives. 
Nonetheless, the Fireflghteni who perform these jobs choose to do the work for 
the benefit of others. To require these public servants to wait until they are 60 
years of age to collect PERS medical benefits Is not right The Police and Fire 
service is facing a serious employee retention problem. We need medical 
benefits to be available to the members at the time of retirement

Please give your full support of House Bill 91 and show the men and 
women protecting your communities how much they are valued and represented 
in Juneau. ThanK you for your continued support and consideration and we look 
forward to returning to Juneau soon to meet wtth the Legislature on tfife matter.

Sincerely,

Brian Reed, President
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Kodiak Police Department Office of the Chief of Police 
217 Lower UHI Bay Road 
Kodiak, Alaska 99613 (907)489-8000 
(907) 486-8026 Fax

February 20,2003

The Honorable Tom Anderson, Chairman 
House Labor & Commerce Committee 
State Capital, Room 432 
Juneau, Alaska 99801-1182

Dear Representative Anderson:

I am writing to you In support of Houaa B8 No. 91, an acr relating to a cost-of-IMng aHowanoe 
and medical benefits for retired peace officers after 20 years ofcredited service.

The passage of this Btt wHI provide an Incentive that I and many other Chiefs might be abte to 
use to attract qualified appRrcnts to overwhelming numbe'of vacancies in law enforcement 
agendee throughout our great State. If passed, this legislation wM atoo aids our efforts to retain those 
officers wtoure considering leaving our departments to pursue employment elsewhere.

Your strong cupport and passing of HB No. 91 w i sews aa an ~,rmatk>n to the men and 
women of the Alaskan Law Enforcement Community that you recognize our service and commitment to 
protect our great State.

Resp

Cha.)
Chief of Police
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May 4,2004

Senate Finance Committee 

HB 91

I am Larry Semmens, the finance director for the City of Kenai and I am requesting that you 
do not pass HB 91 out of committee.

This bill is simply too expensive. It will cost the State and the Municipal employers $5.5 
million per year if 79% of the eligible members choose to retire after 20 years of service.
At Kenai the percentage will be higher than 79%, so our costs will be higher than average.

The contention that this bill will save money by retiring police and fire personnel early before 
they fall apart physically or mentally seems pretty unlikely. Most of them will retire and go to 
work for someone else in a similar line of work. They already have the ability to retire with 
full medical benefits after 25 years of service, which is an incredibly rich retirement program 
that was put in place in 2001.

The PERS is underfunded by around $5 billion. HB 91 will increase that liability. The State 
and Municipal members of PERS will have to pay this liability over the next 25 years.
The City of Kenai rate this year is 3.67% and it is projected to increase to around 25% over 
the next five years. That is a 600% increase in the PERS contribution and over $1 million in 
additional annual contribution. That will be very difficult to fund!

How you can even consider increasing PERS benefits for this select group of people is beyond 
comprehension in these financially difficult times.

Please take the emotion out of this and recognize ibqt the existing retirement plan is more than 
adequate. Most of these people were hired when there were no medical benefits until age 60.
In 2001 medical benefits were added for those with 25 years of service. If you improve benefits 
again, where will it stop?

Sincerely

Larry Semmens, CPA


