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d. Elected officials (PERS is voluntary with elected officials, 

although all elected officials are covered under the medical 

programs.) 

2. Improvements of PERS to be considered: 

a. Disability (See Item 6, Minutes of 8/18/77) 

b. Increase in non-occupational death benefit 

c. Retirement (considering cost of retirement after 20-25 years) 

d. Changing from 2% to 2~% 

3. Improvement of medical plans to be considered: 

a. Life insurance enhancement 

b. Long term disability 

c. Dental plan (will examine bringing it up to date to meet 

Alaska dental costs.) 

d. Consider fully paid-for medical benefit program 

Richard Winkenwerder stated that as Socia 1 Secu1·i t .Y funding increases 

in the future, so we will have use of the moneys later that are based on 

what the increase would have been. 

Paul Arnoldt objected, stating that future funds must not be tied up 

· and suggested alternatives to Social Security must be based upon current 

'funding level of 5.85 contributions. The level of funding must be 

established, as we do not know what Social Security is going to do in the 

future. Employees are concerned about rising costs of funded pr·ograms and 

they would prefer having the money in the~r pockets. If the federal 

government raises the level, it will be doing so for the purpose of catch-

ing up. We will be rJllecting nqt to catch up, but to enhance the program. 
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Mike Miller stated that t~e alternative program is not limited to 

the present level, In the future he sees the State continuing to pay 

whatrver they would have paid in Social Security. 

Roy Dunn stated that the language of the legislation would tie 

everything into scale. He suggested that there is no point in giving u~ 

something now and then trying to negotiate it back in the future. He said 

that we should plug increases in contributions into the system and have 

well defined sch~dule of increases. 

Richard Winkenwerder commented that ~rejections are dif~icult, 

expecially if contributions will be changing . 

Mike Murray asked Mr. Winkenwerd~r to elaborate on how Social 

Security funds could be used for the enhancement of the PERS. He suggested, 

for instance , that of the ll. 9% total contribution, 8% be used to improve 

benefits and the balance of 3.9% could go into some sort of savings account 

for the retiree. Whatever becomes the initial commitment to PERS enhance­

ment wi 11 be a firm cormii tment. 

Paul Arnoldt stated that our objective is to strengthen the PERS 

system so that a career retiree will be abl e to maintain the same standard 

of living as he had before retirement. The State will continue to take 

money from the empl~yee even after we opt out of Social Security, and the 

employee may say he would rather have that money today than to have his PERS 

augmented. He asked, should the excess funds be put back into the employee's 

pocket, or are we mandating his contribution? If we have an excellent 

death, disability and retirement progran;, how can we ask the employee to 

augment further. It would be the same as saying, when you r.etire you will 

be better off than when you are working . If we do not deduct from their 

sal ary , it will be the same as their getting a pay increase. 
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Mike Miller said that from the standpoint of retirement systems, it 

is his opinion that ours is certai nly good, but it could be much better. 

Paul Arnoldt was asked how a person living on 40% of his pay can 

maintain his working standard of living. He responded that in addition to 

retirement income, from which the retiree does not pay taxes for a period 

of about three years, he has his Social Security benefits which includes 

medicaid and medicare, as well as his State medical benefits. He compared 

our system to that of other states, and said that in terms of retirement 

age, years of service, vesting time, state contributions, etc., Alaska's 

program far outshines that of most other states. 

Roy Dunn said that he feels it is possible that in come distant 

future there will be an ex~ess of money for enhancement p~rposes , but for 

the present he can't see that we will reach the time when we will have 

money that we don't know how to use. 

RECESS 

Richard Winkenwerder returned to a discussion of hi s proposal for 

enhancement of the PERS. He inquired if there is a possibility of providing 

an extGnsion of disability insurance. At present a person who does not 

qualify for Social Security does not qualify for medicare. If PERS is 

extended to pay disability benefits and a medical plan, the empioyee l':ill 

not have lost a thing by opting out of Social Security. 

Mike Murray theorized on an employee who terminates employment with 

the State after it has opted out, and then does nc~ qualify for Social 

Security benefits under a new employer until he has been covered anew for 

several years, and in the meantime he becomes di sabled. He asked if it 

.... 
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would not be desirable for the State to give an option for a disability 

benefit to such a person until such a time as he is again eligible for 

Soci.a 1 Security benefits. 

Richard Winkenwerder responded that this is possible, and that many 

employers have such disability plans. 

PauJ Arnoldt stated that the administration of such a plan should be 

considered, and explained the difficulty of disability determination. It 

is also possible that the employee may take later employment that has a 

greater risk rate. At th~ present time disability is paid entirely by the 

employer. 

Richard Winkenwerder spoke for the fellow who loses both disability 

insurance and Social Security, and wondered how many people would choose 

to pay for it. The question of determining disability was again discussed , 

and the difficulty, awkwardness and expense of administration of .such a 

disability benefit option was repeated, 

Paul Arnoldt stated that in ttie future an employee will come into 

State employment knowing full well that the State does not have Social 

Security, He reminded the group that disability can be claimed for up to 

five years after opting out of Social Security. He emphasized that 

employees should be thoroughly informed regarding disabili.ty coverage when 

leaving State employment, and this topic should be publicized. It was 

concluded that Mr. Winkenwerder will not discard the disability option 

plan, but will also not spen~ a large amount of time on it . This was 

concurred in by Mr. Miller. 

Richard Winkenwerder returned to the subject of the PERS enhance­

ment proposal, and questioned what impact a 20-year PERS plan would have 
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on police. It was concluded that there should be unifonn benefits for 

all categories. If it is later concluded that there should be some 

differenti~l among groups, it will be addressed at that time. Mr. 

Winkenwerder stated that he sees no problem in doing different things 

for different gr.oups. In tenns of the design of his plan, the following 

items within the PERS will be enhanced: retirement, death benefi ts, 

disability, survivorship and medical benefits. He asked if the committee 

considered one of the foregoi11g to have a prior.ity. He stated again that 

a certain percentage of the matching contributions will be used for such . 
enhancement, and exces~ive funds placed in a kind of a tax free savings 

for the employee. Mr . Miller sees the proposed sdvings plan as an 

entirely State funded undertaking, and because it wil l therefore be tax 

free it wi 11 enh.ance the empl oyee's income. 

Mike Miller responded to a discussion as to whether or not the 

employee's contribution in lieu of. Social Security would be voluntary 

or mandatory by stating that it would be a mandatory contribution. 

Paul Arnoldt urged that overage of contributions be used to supple-

ment health insurance,. and suggested that excess amounts should be 

returned to the individual employee's account with a means to al1ow him 

to pick up on a tax break. 

Mike Miller made it clear that if the State chooses to opt out of 

Socia l Security, it will m~ke no attempt to repl ace Social Security 

benefits, but will make every effort to enhance the PERS. At present the 

PERS is a supplement to the Social Security. He is concerned that the 

total package would be approximately equal to combination of the existing 

1 two sys terns. 
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Richard Winkenwerder asked if the State is anticipating anything 

in the PERS plan so that there can be a combination of the ~wo benefits. 

Mr. Arnoldt replied that all benefits supplied in the two programs should 

be studied, and then an effort should be made to fill i n the voids. 

Paul Arnoldt explained the State medical benefit, and that presently 

the State program is offset against the Social Security system. 

Richard Winkenwerder discussed the costs· of medicare (approximately 

$60 per month, or $500 per year), and asked if . traere is an interest in 

trying to design some kind of specific benefit or provision that will 

prepay the medicare or provide a fund to assist the retiree to pay for 

the program. He suggested that if the State medical program is under­

financed now, perhaps it would be wise for the State to pay the employee 

premium. 

Mike Miller emphasized that under the new program the employees 

must have the same coverage as they now have, and the State will contri­

bute whatever is determined to be the least expensive plan. 

Paul A~oldt provided the members in attendance with compiled 

information on the future of the Social Security System, as predicted 

by A. Haeworth Robertson, chief actuary, whom he spoke with at a recent 

meeting of retirement and benefits administrators. 

The meeting adjourned at 12:45 p.m. 
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A meeting of the Social Security Withdrawal Study Group 
commenced at the State Capitol, Juneau, Alaska on August 18, 
1977. Presiding at the meeting was Representative Mike 
Miller. Also present were: 

Roy Dunn 
Mike Murray 
APEA Juneau Field Off ice 

Ann Sheppard 
Public Safety Employees Association 

Paul Arnoldt, Director 
Division of Retirement and Benefits 

Dave Warren 
Confidential Employees Association 

Ken Spray 
APSE Local 71 

Richard A. Winkenwerder 
Milliman & Robertson, Inc. 

Ken Humphreys 
Research Analyst 
Legislative Affairs Agency 

James L. Baldwin 
Legislative Counsel 
Legislative Affairs Agency 

As the first order of business, Representative Miller stated 
that he had reviewed the contract for actuarial services 
with Milliman and Robertson, Inc. and recommended that the 
study group approve the contract. The contract was approved 
for submittal to the contractors for their review and execution. 
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Mr . R. A. Winkenwerder was introduced to the study group and 
dis~ussion ensued concerning guidelines for his investigation 
of alternative approaches to Social Security. The members 
of the study group expressed interest in investigation of 
the following approaches or problems: 

(1) Improve PERS in general with the use of additional 
funds released from Social Security contributions. 

(2) Improve t he current deferred compensation plan. 

(3) Establish a new program essentially replacing 
Social Security. 

(4) Study the benefits under the Public Safety Employees 
Retirement Program in relation to benefits enhanced 
under PERS . 

(5) Modify PERS in some specific aspect3; for example , 
consider a retirement after 20 or 25 years, consider an 
increase in the benefit accrual formula above 2 percent, 
(~erhaps 2 1/2 percent) and finally, consider the 
addition of a cost of living adjustment like Social 
Security. 

(6) Examine the disability provisions of PERS particu­
larly in relation to the difference between the occu­
pational and nonoccupational categories and perhaps 
also consider an increase in the disability benefit . 
In considering the disability situation, it was suggested 
that disability benefits from all sources be considered 
before arriving at any recommendations for alterations 
in the PERS benefit. Also consider a temporary extension 
for employees who leave the State. 

(7) Specifically what would the current 5.85 percent 
of Social Security contributions buy under the PERS 
program? It m:i.ght be considered to have the employee 
contributions sent directly to a def erred compensation 
system with the State ' s share of the contributions 
going directly to PERS to improve that program. 

(8) Consider a fully-paid- for medical benefit program. 



-3-

(9) It was mentioned that perhaps there might not be 
too much concern about specifically what additional 
benefits are being provided but rather that the employee 
would like to get more benefits for the dollars that 
are being contributed. 

(10) Consider establishing a new deferred compensation 
plan along the guidelines of those recommended by 
Robert Gates in his August 14, 1977 letter. 

Mr. Winkenwerder indicated that he would begin preliminary 
studies to analyize the current system and would report at 
the next regular meeting of the study group. The date for 
the next meeting is to be set by a call of the Chairman upon 
further consultation with Mr. Winkenwerder. 

Respectfully submitted, 

~::-r:°Ba~i~ 
Legislative Counsel 
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January 10, 1978 

SUBJECT: 

TO: 

Next Meeting of Social Security Withdrav1al Study Group 

Members of the Social Security Withdrawal Study 

FROM: :::u:umphreys a, K. ti· 
Research A1 ,a l{jt 

Mr . Wi nkenwerder has indi cated that, even if computer output is not 
avai l abl e, he wi l l have n substantial amount of m~terial to present 
to the study group on Ji'nuary 24 . This material wi ll include his 
suggested pl an for improving PERS . He al so needs group input at this 
poi nt in the study. 

Consequently, the next meeting of the study group is scheduled for 
1:00 p.m. on Tuesday, January 24 i n Room 311 of the Court Building, 
Juneau. If necessary, we will continue on January 25. 

KH:ftc 

Spoodi\o l ® Moore Dusln~n form\, lnc.·s 
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P. O. Box 4-2624 . 
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,..Dep~y--Director . 
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Department of Administration 
7t h Fl oor S.O.B. 
Mail Station 0200 

Ms . Lynda Mccurry 
Confidenti al Empl oyees Associati0n ~' 
Department of Labor, Personnel Section 
Box 3-7000 
Juneau , Alaska 99811 

Mr . Roger Thayer 
Confidential Employees /\ssociation 
Department of Transportation 
Mail Sta fi on 1300 
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Mr . Gregg O'Claray 
Inlandboatmen ' s Union of the 

Pacific-Alaska Region 
124 Front Street 

·Juneau, Alaska 99801 

Mr. Ken Spra.v ft:_...- l; q 13 
A.P.S.E . Local 71 
11 4 s. Franklin 
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Mr. Richard A. Wi nkenwerder · 
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FOREfvORD 

This report is submitted to the Legislative Council by the Study Group 
on Social Security Withdrawal. pursuant to Legislative Resolve No. 1.0'i, 
S. L. A. 1977. PPoposed legislation which embodies the group 's recom­
mendations relating to the state ' s potential withdrawal from the Soaial 
Security system wiU foUow. 

The study group, with the aid of its consultant, has explored aZter>na­
tives to the Social Security system which wouZd serve the interests of 
the state and its empZoyees and which couZd be financed from contributions 
which wouZd otherwise go to SoaiaZ Security. There has been no attempt 
to dupliaa'te the benefits provided by Social, Security but rather, con­
sidering other benefits avaiZabZe to state empZoyees, to design an 
aZter>native which may be preferabZe. The study group has not atteTTTf?ted 
to decide whether or not the state shouZd opt out. 

fve hope the "legisZature and others concerned with the question of 
wit11<b>awal from the SociaZ Security system wiU find this report usefuZ. 

Mike MiZZer, Chai1'771an 
Study Group on With<b>awa"l 

from SociaZ Security 



TAB LE OF CON TEN TS 

TRANSMITTAL LETTER 

SECTION I 

SECTION II 

SECTION III 

SECTION IV 

APPENDIX a 

INTRODUCTION 

GUIDELINES 

RESULTS AND RECOMMENDATIONS 

TABLE 1 
COST OF PERS IMPROVEMENTS 

TABLE 2 
OCCUPATIONAL AND NON-OCCUPATIONAL 
DISABILITY AND DEATH BENEFITS 

DISCUSSION 

ACTUARIAL ASSUMPTIONS 

1 

3 

9 

14 

20 

26 

34 

-----MILLIMAN A ROBERTSON, INC.---CON B ULTINtJ ACTUARIES-----



March 15 , 1978 

Social Secur i t y Withdr awal Study Group 
Legisl ative Affair s Agency 
Alaska State Legisl ature 
Pouch Y, State. Capitol 
Juneau, Alaska 99811 

Attention : Representative Mike Miller 

Dear Members: 

At your request and direction, we have reviewed the employee 
benefit programs of the State of Alaska and the Social 
Security System to provide you with recommendations for a 
replacement program for state employees should the State of 
Alaska withdraw f r om the Social Security System . The result s 
of our efforts are contained in this report . 

We should l i ke to acknowledge the very able assistance of 
Mr . J . K. Humphreys and would also like to thank Mr . Paul B. 
Arnoldt for his hel p i n obtaining the necessary data on 
state employees from which we prepared our cost estimates . 

RAW:lkn 

Respectfully submitted, 

((J~ fl t;J l:Ju,,,,.,,(tr~ 
Richard A. Winkenwerder , F.S.A. 
Consulting Actuary 
Vice President 
Milliman & Robertson , Inc. 

M ILLIM~\ N A RDBER T BDN, INC.----CDNBUL T I ND ACTUA R I ES-----



STATE OF ALASKA 

SECTION I 

INTRODUCTION 

The purpose of this report is to provide recommendations and 
guidance to the HCR66 Study Group on Social Security Withdrawal 
relative to the provisions of a fringe benefit program that 
would benefit the employees of the State of Alaska as a 
suitable substitute for the Social Security system if the 
state should withdraw from the Social Security system. 

The Study Group had several meetings to discuss and set 
forth the basic guidelines that would be considered for the 
replacement program. The final set of guidelines represented 
the individual and combined thinking of the entire Study 
Group . As detailed investigations into the various guidelines 
proceeded, modifications were made when it became apparent 
that a particular guideline was unsuitable . 

The development of a replacement program was complicated by 
the fact that all state employees affected by the withdrawal 
from Social Security (employees of the University of Alaska 
will not be affected) do not have the same fringe benefit 
coverages with the state and thus, although all would be 
losing the same Social Security benefits, different considera­
tions were necessary in recommending a replacement program. 

Most state employees may be classified into one of the following 
categories: 

1. Employees participating in the Public Employees ' Retire­
ment System of Alaska (PERS). This basically covers, 
on a mandatory basis, all full-time and part-time 
employees and, on an optional basis, elected 0fficials. 
Specifically excluded are state employees of the division 
of marine transportation engaged i n operating the state 
ferry system while covered by a union or group retirement 
system to which the state makes contributions, justices 
and judges, temporary employees and persons covered by 
the Alaska Teachers' Retirement System. 

2. Justices and judges 
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3. Temporary employees 

4 . Employees of the division of marine transportation as 
specified above 

5. Employees covered by the Alaska Teachers' Retirement 
System 

This study concerns itself with those employees in the first 
four categories . 

The state has six basic employee fringe benefit programs 
which were considered in arriving at the replacement program : 

1. PERS 

2. Retirement and death benefit plan for justices and 
judges 

3 . Group health care and life insurance benefits for 
employees 

4. Health care program for retired employees and family 
members 

5. Retiree life insurance 

6. Deferred compensation plan for employees 

An underlying thesis throughout was the intent of the Study 
Group to recommend a replacement program that would be 
financed completely by contributions that otherwise would 
have been contributed to Social Security. In the final 
analysis it was recognized that such a commitment might not 
be possible where improvements to PERS were :l.nvolved. 

There are basically three alternatives for accommodating a 
replacement for Social Security . One would be to provide 
for improvements in PERS. Another is to establish a new 
supplemental plan which will provide for survivor ' s benefits, 
lump sum death benefits and disability benefits on either an 
insured or noninsured basis with this decision to be ultimately 
made at the time of implementing the program. Finally , a 
new deferred compensation plan could be established to 
p=ovide for mandatory deferral of contributions. ~he details 
of each of these is discussed in Section III. 
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SECTION II 

GUIDELINES 

The Study Group had four meetings with the actuarial consultant . 
These meetings were devoted to developing the criteria that 
should be considered in formulating a replacement program 
f or Social Security, in reviewing the results of actuarial 
calculations based on those criteria and in finaliz ing the 
plans. 

The early meetings with the Study Group produced nine basic 
guidelines . 

1. GUIDELINE 

Recommend improvements in PERS whe-:-e deemed appropriate 
and specifically consider: 

a. reducing the service requirement for retirement to 
25 or 20 years for employees other than peace 
officers and firemen 

b. an increase in the current 2% benefit crediting 
factor 

c . an automatic post-retirement adjustment to account 
for cost- of-living changes 

d . the disability benefits 

(i) increase them 

(ii) examine the appropriateness of differences 
for occupational and non-occupational causes 

(iii) consider coordinating them with benefits from 
other sources 

(iv) provide a five- year extension in coverage for 
employees who terminate to help lessen the 
impact of the loss of Social Security beneflts 

e . different improvements for peace officers and 
firemen if improvements such as (a) above were 
adopted, to recognize that such a change would not 
benefit these employees 

3 

-----Ml l.LI MAN II ROBERTSON, INC.----CONBULTIND ACTUARIES-----



COMMENT 

a . Merit was seen in applying any improved benefit 
factor only to service with the state performed 
after withdrawal from Social Security and alterna­
tively to all service with the state both before 
and after withdrawal from Social Security. There­
fore, study results for the cost of an increased 
benefit factor on both these bases is provided . 

b. The Study Group directed that the cost of improving 
the non- occupational death benefit to the same 
level as the occupational death benefit reconunended 
above in (b) be determined. 

c . It was clarified that if any recommendation involved 
a reduction of the normal retirement service 
requirements for employees other than peace 
officers and firemen to something less than 30 
years, an alternate improvement for peace officers 
and firemen under PERS be determined . This was 
appropriate because this group already has a 
ser vice retirement of 20 years . A possible area 
to improve the plan in this regard would be an 
additional increase in the benefit crediting 
factor. Other alternatives such as an increase in 
either the disability or death benefits would also 
be considered . 

d. Any automatic post- retirement adjustment based on 
changes in the consumer price index would be 
subject to the following criteria: 

(i) There would be a maximum annual increase such 
as 3% or 5%. 

(ii) Increases in the CPI in excess of the maximum 
would be carried forward to apply in ~ny year 
when the actual CPI adjustment was less than 
the maximum specified in the plan. 

(iii) All plan benefits would be subject to the 
automatic CPJ adjustment. 

(iv) Although it is recognized that the CPI could 
decrease in some year tl~re would be at no 
time any decrease in plan benefits. 

e. It was also suggested that consideration be given 
to increasing the percentage of compensation being 
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paid upon an occupational disability by perhaps 
10% or 20% of compensation. In addition , the 
Study Group directed us to determine the cost of 
increasing the current non-occupational disability 
benefit to the same level as the the occupational 
disability benefit. 

f. It was noted that the PERS disability benefits had 
previously been coordinated with So~ial Security, 
workmen ' s compensation and other employer- paid 
benefits . Coordination is highly preferable, but 
since that coordination feature was deleted (coinci­
dent with a reduction in PERS benefits), it must 
be assumed that the elimination must have occurred 
following considerable study. It therefore seemed 
inappropriate to pursue recommendations that would 
require the reinstitution of a coordination feature 
at this time . 

2. GUIDELINE 

Recommend improvements in the existing deferred compensa­
tion pl~n 

COMMENT 

No additional comments. 

3. GUIDELINE 

Recommend a completely new and separate plan 

COMMENT 

Any entirely new program would provide for disability, 
death and survivor's benefits, probably on an insured 
basis, rather than increasing any PERS benefits . 
Contributions in excess of those required to provide 
these benefits would be applied under the deferred 
compensation plan as increased deferred contributions . 

4. GUIDELINE 

P.eview and comm~nt on a proposal for a replacement plan 
&ubmitted to the Study Group by Mr. Robert G. Gates on 
August 4, 1977 
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COMMENT 

The proposal submitted by Robert Gates for a replacement 
program was in essence the recommended plan outlined in 
(3) above. The proposal is a sound one and , with 
variations, is the same as we would recommend if PERS 
improvements were not considered . 

5 . GUIDELINE 

Any replacemen·t plan would be funded by current and 
future contributions that otherwise woul1 have been 
contributed by employees and the state tt' the Social 
Security system 

COMMENT 

It was pointed out that any improvements in PERS to be 
funded by contributions that otherwise would have gone 
to Social Security could contain no guarantee that the 
cost of t~ose improvements could always be so funded . 
Under these circumstances, the logical result would be 
for the state to absorb any excess cost. 

6. GUIDELINE 

Any replacement plan will require mandatory employee 
participation 

COMMENT 

No additional comments. 

7 . GUIDELINE 

Do not consider improvements in the existing life 
insurance and health care plans as part of any replacement 
plan 

COMMENT 

In spite of the direc~ion not to study improvements in 
the existing life and health pl ans, an improvement in 
the existing life plan is included as one recommendation. 

8 . GUIDELINE 

Any replacement p lan will not precisely replace the 
benefits provided by the Social Security system 
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COMMENT 

It is reconunended that only certain Social Security 
benefits be replaced on an approximate basis. Specifi­
cally, these rel ate to lump sum death, survivor's 
benefits and disability benefits. The amount of such 
benefits in each of these cases would not be geared to 
the amount payable under Social Security but would 
rather be geared to a level which is deemed appropriate 
and desirable. In addition, the categories of benefi­
ciaries entitle& to these benefits under the replacement 
plan would be severely restricted over what is allowable 
under Social Security. For example, such categories of 
beneficiaries such as divorced wives, spouses of retirees , 
disabled widows, surviving divorced wives of deceased 
workers, grandchildren and dependent parents who are 
also eligible for benefits under Social Security are 
not being considered under the replacement program. In 
general, it was felt that coverage for these kinds of 
~enef iciaries was not deemed appropriate nor in the 
best interest of the state . 

9. GUIDELINE 

Determine the cost to extend coverage in PERS to employees 
of the division of marine transportation engaged in 
operating the state ferry system 

COMMENT 

The Study Group felt that it would be inappropriate to 
determine the cost under PERS for employees of the 
division of marine transportation under all of the 
options and alternatives being considered . They felt 
that being provided with the cost of coverage under 
PERS as it stands now for only state service after 
incorporation into the program, and also where all state 
service both before and after incorporation into the 
program is considered would be adequate for the immediate 
purposes . 

We then completed investigations and certain studies based 
on the provisions of the guidelines. In the process of 
implementin9 the guidelines and determining their appro­
priateness , a number of questions were raised that required 
answering. In some cases the results indicated that a 
modification of a guideline was desirable; in other cases it 
indicated that a clarification of a guideline was necessary 
before arriving at more specific recommendations. Detailed 
discussions were held over the nine basic guidelines of the 
Study Group which resulted in the following comments: 
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Because not all state employees participate in PE~S and 
because the PERS benefits are not identical for those that 
do , it is appropriate that the supplemental plan , a lthough 
perhaps being structured basically the same for a ll employees , 
have dif~erent levels and types of benefits. The final 
r ecommendat ions will clarify the extent to which each of the 
employee groups would be participating in the supplemental 
plan . 

We indicated that the fina l report woul d contain a specific 
recommendation for paying for Social Security hospital 
insurance henef its and supplementary medical insuz·ance 
benefits (Medicare) at time of retirement for any employee 
not otherwis e eligible for such benefits. It seemed appro­
priate also that some comments be included in the report 
relative to the general adequacy of retirement, disability, 
survivor's and death benefits from all sources . It was felt 
that such comments would better enable the Study Group t o 
determine the particular importance of any PERS improvement 
or benefits arising frcm some supplemental plan. 
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SECTION I II 

RESULTS AND RECOMMENDATIONS 

This Section includes the results of our calculations, our 
recommendations for the design of replacement plans and our 
recommendations and comments relative to the other areas as 
requested by the Study Group and outlined in Section II . We 
recommend three alternative plans for consideration , each of 
which would utilize a l l contributions other.wise diverted to 
Social Security. 

An underlying consideration in our recorrunendations for PERS 
improvements and the death and disability benefits in a new 
supplementary plan, was that retirement, death and disability 
benefits be at a reasonable level and that the cost of PERS 
improvements and the supplementary plan not exceed 75% of 
the contributions available from Social Security on a long­
term basis . 

BASIC RECOMMENDATIONS 

PLAN A 

PERS EMPLOYEES 

1. Increase the benefit crediting factor in PERS for 
employees other than peace officers and firemen to 
2- 1/2% per year of state employment after withdrawal 
from Social Security (currently 2%) . 

Cost - see item 2. 

2 . Increase the benefit crediting factor in PERS for peace 
officers and firemen to 2-1/2% per year for the first 
10 years of state employment after withdrawal from 
Social Security and to 3% per year thereafter (currently 
2% and 2-1/2 %) . 

Cost - 2.4% of compensation for 1 and 2 . 

3. Increase the occupational death and disability benefits 
in PERS for payments prior to retirement date to the 
larger of 40% of compensation and the accrued PERS 
benefit (currently 40% of compensation) • 

Cost - 0.0% of compensation . 
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4. Increase the non-occupational disability benefit in 
PERS to 60% of compensation for payments prior to 
r etirement and to the projected accrued benefit, including 
years while disabled , after the normal retirement date 
(currently accrued benefit ) • 

Cost - 0 . 5% of compensation. 

5 . Increase the non- occupational death benefit in PERS to 
provide a lump sum death benefit after one year of 
$5,000 plus $500 per year of service and , for death 
after 5 years, the option of receiving the full accrued 
benefit. The above benefits wou l d be in addition to 
the employee's own accumulated contributions (currently 
$1,000 plus $100 per year and option of 50% joint and 
survivor benefit) . 

Cost - 0 . 4% of compensation . 

The total cost for PERS improvements would be 3.3% of 
compensation. 

6. Balance of Social Security contribution not required 
for PERS improvements wi ll be directed to a new mandatory 
deferred compensation plan. 

JUSTICES AND JUDGES 

1. Provide for monthly disability income under a new 
supplementary plan equal to 60% of the first $5,000 of 
basic monthly compensation. The benefit would be 
off set by benefits payable from the pension system, 
Social Security, and workmen's compensation and would 
be payable until the earlier of age 65 and the date the 
employee would have qualified for a pension benefit. 

Cost - 0 . 5 ~ of compensation. 

2 . Provide for a lump sum death benefit under a new supple­
mentary plan equal to annual compensation . 

Cost - 0.5% of compensation. 

The total cost of new plan equals 1 . 0% of compensation. 

3 . Balance of Social Security contribution not required 
for new plan will be directed to a new mandatory deferred 
compensation plan. 
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TEMPORARY EMPLOYEES 

1 . Provide for monthly disability income under a new 
suppl ementary plan equal to $100 per week payable until 
age 65. 

Cost - 0 . 3% of compensation . 

2. Provide for a lump sum death benefit under a new supple­
mentary plan equal to $15 , 000. 

Cost - 0 .2% of compensation. 

The total c ost of new plan equals 0 . 5% of compensation. 

3 . Bal ance of Social Security contribution not required 
for new plan will be directed to a new mandatory deferred 
compensation plan . 

MARINE EMPLOYEES 

1 . Provide for monthly disability income under a new 
supplementary plan equal to 60 ~ of the first $5 , 000 of 
basic monthly compensation . The benefi t would be 
off set by benefits payable from any pension plan , 
Social Security and workmen ' s compensation and would 
be payable until the earlier of age 65 and the date the 
employee would have qualified for a pension benefit . 

Cost - 1 . 4% of compensation. 

2. Provide for a lump sum death b~nefit under a new supple­
mentary plan equal to annual compensation . 

Cost - 0.9% of compensation. 

3 . ProvidE? for a monthly survivor ' s benefit under a new 
supplementary plan for an employee who dies equal to 
2.5% of compensation for each year of service . No 
benefit shall be payable if death occurred due to non­
occupational cause prior to the completion of five 
years of service . 

Cost - 1 . 2% of compensation . 

The total cost of new pla n equals 3 . 5% of compensation . 

4. Balance of Social Security contribution not required 
for new plan will be directed to a new mandatory deferred 
compensation plan. 
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PLAN B 

PERS EMPLOYEES 

1. Improve PERS according to . items 1, 2 and 3 of Plan A. 

Cost - 2.4% of compensation. 

2 . Provide for monthly disability income under a new 
supplementary plan equal to 60% of the first $5,000 of 
basic monthly compensation. The benefit would be 
offset by benefits payable from PERS, Social Security 
and workmen's compensation and would be payable until 
the earlier of age 65 and the date the 0mployee would 
have qualified for a pension benefit. 

Cost - 0.7% of compensation. 

3. Provide for a lump sum death benefit under a new supple­
mentary plan equal to annual compensation. 

Cost - 0.5% of compensation . 

The total cost of PERS improvements and new plan equals 3 . 6% 
of compensation. 

4 . Balance of Social Security contribution not required 
for PERS improvements and the new plan will be directed 
to a new mandatory deferred compensation plan. 

JUSTICES AND JUDGES, TEMPORARY EMPLOYEES AND MARINE EMPLOYEES 

1. All benefits and costs will be as described for Plan A. 

PLAN C 

PERS EMPLOYEES 

1. There will be no PERS modifications. 

2. All benefits and costs will be as described according 
to items 2, 3 and 4 of Plan B. 

The total cost of new plan equals 1.2% of compensation. 

JUSTICES AND JUDGES, TEMPORARY EMPLOYEES AND MARINE EMPLOYEES 

1 . All benefits and costs will be as described for Plan A. 
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We completed calculations to determine the cost of the 
various improvements to PERS that had been discussed with 
the Study Group,' in addition to those included above as 
recommendations. The costs for all PERS improvements are 
shown. in Table 1 and are expressed as a percentage of the 
total compensation of state employees covered under PERS. A 
brief summary of the costs and benefits for the new supple­
mentary plan for each of the four employee groups is provided 
in Table 2. 

Some discussion of the costs in Table 1 is appropriate. In 
some cases two percentages are shown for a single improvement. 
This is consistent with the method used for presenting costs 
in the annual actuarial valuations prepared for the system. 
One percentage is a future service percentage applicable to 
the compensation of plan participants in each future year. 
The other is a past service percentage which represents the 
current year percent of compensation necessary to amortize 
the additional past service liability created as a result of 
the proposed amendment with level dollar payments over a 
period of 35 years. Thus, for the past service portion, the 
percentage will likely decrease slightly each year as the 
covered payroll increases. 

Until such time as the past service portion is amortized 
(35 years), the total annual cost for a given improvement is 
equal to the sum of the past and future service percentages 
multiplied by the total compensation of PERS participants. 
After that time, the cost is equal to only the future service 
percent of total participant compensation. 
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STATE OF ALASKA 
COST OF PERS IMPROVEMENTS 

FUTURE SOCIAL SECURITY CONTRIBUTIONS 

CURRENT PERS COST 

PERS IMPROVE}ffiNTS: 

(1) 1/2% benefit factor 
a. Applies only to state service 

after January 1 , 1978 
b . Applies to state service 

before and after 

PAST 
SERVICE 

COST 

-% 

2. 4 

January 1, 1978 1.0 

(2) 25 year service retirement 0.2 

(3) 20 year service retirement 0.8 

(4) 1% Cost-of-Living adjustment 
a. If an unfunded liability 

is created 0.4 
b . If costs are funded entirely 

over service after 
January 1, 1978 

(5) Larger of 40% compensat i on or 
accrued benefit for occupational 
death or disability 

(6) $5,000 plus $500/year lump sum 
death benefit or monthly accrued 
benefit if elected 

(7) Non-occupational disability of 
larger of 40% compensation or 
accrued benefit 

(8) Non-occupational death of larger 
of 40% compensation or accrued 
benefit 

(9) Non-occupational disability of 
60% of compensation 

Tab 1 e 1 

FUTURE 
SERVICE 

COST 

10.2% 

10.7 

2.4 

2.4 

0.7 

2. 2 

1.4 

2. 8 

0.0 

0. 4 

0.4 

0.8 

0. 5 

Note: A "-" indicates no cost whereas "0.011 indicates some cost, 
although minimal. 
All past service costs are funded over 35 years . 

TOTAL 
COST 

10.2% 

13.1 

2.4 

3.4 

0.9 

3.0 

1.8 

2. 8 

o.o 

0.4 

0. 4 

0. 8 

0. 5 

All costs are expressed as a percentage of the .total compensation 
of PERS participants . 
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N.ot e that the f.ir~t line of Table 1 shows the level percent 
of f u ture pprtici pant compensation that would be equivalent 
to futur e Social Security contr ibutions . For this purpose, 
the recent Social Security amendments were recognized. We 
used the l egisl a t ed contribution rates and taxable wage 
bases and the s.ix subsequent year wage base estima .. ·~ s prepared 
by the Social Secur i ty Administration. We then assumed an 
annua l 5% increas e in t he taxable wage base beyond that 
point . We valued the future compensation of plan part icipants 
using the PERS actua r ial as~umptions in Appendix a . 

Social Securit;t 

Contribution Taxarle 
Year Rate Wa9:e rlase 

1977 5.85% $16 , 500* 
1978 6. 05 17,700 
1979 6. 13 22 , 900 
1980 6.13 29,700 
1981 6.65 31,800** 

1982 6 . 70 33,900 
1983 6.70 36,000 
1984 6 . 70 38 , 100 
1985 7.05 40 , 200 
1986 7 . 15 42 , 600 

1987 7.15 44 , 730*** 
1988 7.15 46,967 
1989 7.15 49,315 
1990 & later 7.65 51 , 781 

The contribution rate is applicable to both employees and employers . 

* 

** 

*** 

The wage bases for years 1977 through 1980 are legislated. 

The wage bases for years 1981 and l ater are subject to 
automatic ad justment . The figures shown for years 1981 
through 1986 a r e estimates prepared by the Socia l Security 
Administr ation. 

All future years subject to automatic adjustment 
by l aw. An annual increase of 5% was assumed. 

These calculations showed that the total future Social 
Security contributions are equival ent to 10.2% of total 
future partic i pant s' compensation. Note that this is 
tota l compensat i on and not just t hat portion subject to the 
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Social Security taxable wage base. Thus, the percentage 
would be larger than 10.2% if the contributions were related 
to the taxable wage base. We also prepared two alternative 
calculation~ to see the effects of different sets of assumptions. 
In one of these w~ assumed that the tax rate stabilized at 
6-1/2% conunencing in 1981. This produced an equivalent rate 
of 9 . 8%. Another was to replace the 5% growth factor for 
compensation and the taxable wage base by 10%. This produced 
a level percentage of 9.6%. 

In analyzing the costs of the various PERS improvements, it 
should be noted that since the contribution rate to Social 
Security increases for 13 years and since the taxable wage 
base, although increasing at a rate in excess of 5% per 
year, is less than earnings for many people, the estimated 
contributions that would have been made to Social Security 
will be less than 10 . 2% of compensation until about 1981 and 
more than that thereafter. For example, the estimated 1978 
Social Security contributions will be 8.3% of compensation 
rather than 10.2% . 

PER IMPROVEMENTS 

These may be sununarized below: 

1. One consideration was to provide an additional 1/2% of 
salary as a benefit under the program. Specifically, 
this would increase the existing 2% accrual factor for 
non- peace officers and firemen to 2-1/2% and would 
increase the benefit accrual factor for peace officers 
and firemen from the existing 2% for the first 10 years 
and 2-1/2% for years thereafter up to 2-1/2% for the 
first 10 years and 3% for years thereafter . This is 
achievable for an estimated cost of approximately 25% 
of the Social Security contributions . 

2 . Another consideration was the reduction in the service 
requirement for non- peace officers and firemen from ·3o 
years to 25 years and also from 30 years to 20 years . 
The reduction to 20 years would require approximately 
30% of the Social Security contributions and the reduction 
to 25 years approximately 10% of the Social Security 
contributions. 

3. An automatic post-retirement pension adjustment was 
proposed whereby on an annual basis any former employee 
or beneficiary receiving a monthly benefit would have 
that monthly benefit adjusted on an annual basis to 
account for changes in the Consumer Price Index. This 
improvement would apply only to persons becoming retired 
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after the effective date of the change. As indicated 
earlier this benefit is extremely expensive and, for example, 
an automatic 1% annual increase would require 20% to 30% of 
the Social Security contributions. Therefore, if an automatic 
adjustment were provided with a maximum annual increase of 
just 3%, it would take over half of t he contributions otherwise 
payable to Social Security. 

4. The improvement in the occupational death and occupational 
disability benefits to pay the accrued benefit prior to 
retirement if larger than 40% of compensation has an 
insignific~nt cost attached to it. The change is 
desirable since a person who now becomes non-occupationally 
disabled with over 20 years of service would receive a 
larger benefit than an occupationally disabled person. 

5. The improvement in the non·-occupational death benefit 
for both the lump sum and survivor's benefits to those 
outlined in Section II, namely an increase in the lump 
sum death benefit to a flat $5,000 plus $500 per year 
of coverage and an increase in the survivor's benefit 
for any employee who died after having 5 years of 
service to the full accrued benefit, would require 
approximately 4% of the Social Security contributions. 

6. The cos ~ of improving the non-occupational death and 
non-occupational disability benefits to the same as the 
occupational death and disability benefits, namely a 
benefit equal to 40% of compensation or the existing 
accrued benefit, would require approximately 12% of the 
Social Security contributions. 

7. Finally, an increase in the non-occupational disability 
benefit to 60% of compensation would require about 5% 
of the Social Security con~ributions. 

It is apparent from these studies that any of the suggested 
PERS improvements could be made. It should be noted that if 
change (2) above were adopted, our recommendation would be 
that since such a change would have no effect at all on 
peace officers and firemen, their retirement benefit be 
enchanced by an equivalent amount. Therefore, if a decision 
were made to go to 20-year retirement, it would be our 
recommendation that the peace officers and firemen's benefit 
credit be enhanced by a full 1% for state service after 
withdrawal as op.posed to the 1/2% discussed above. If the 
decision were made to go to the 25-year retirement, our 
recommendation would be that their benefits be enhanced by 
3/4% rather than 1/2%. 
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NEW SUPPLEMENTAL PLAN 

Our next step was to design an entirely new plan to provide 
lump sum death, survivor and disability benefits as an 
alternative in the event improvements under PERS in these 
benefit areas was not deemed advisable. We focused on two 
key benefits : the disability benefit and the survivor 
benefit. The ~ump-sum death benefit available under So~ial 
Security is negligible and would be effectively replaced 
under our suggestions. 

The Social Security Administration is in a unique position 
to administer its benefits, having full knowledge of the 
employment and earnings status of all persons . The system 
has evolved to where it adr.1inisters an extremely complex 
benefit structure. It is not practical to replace the exact 
benefits of Social Security . For tr1at matter, with respect 
to these two benefits, there is even considerable difficulty 
in integrating with Social Security {especiall y for the 
survivorship benefit). 

We attempted to develop a benefit structure that would be 
relatively easy to maintain and also provide reasonable 
equity to all covered persons. A brief summary of costs and 
benefits is provided in Table 2. 

The costs we developed will change over time, depending on 
the future hiring patterns of the state. The costs would 
remain approximately as stated if the state employees formed, 
in effect , an unchanging group with respect to all character­
istics {in particular, if the "vesting" of Social Security 
remains the same for individuals) . If there is an increas ing 
concentration of individuals who have no Social Security 
coverage , the disability cost would be expected to rise 
because of the declining inf l uence of Social Security offsets. 
Further, there will be rapidl y declining Social Security 
disability benefits for existing employees. We have indicated 
cos ts for the long-tE:rm disability assuming no Social Security 
offsets to illustrate the worst possible situation . 

We have gone further than simply replacing the disability 
benefit. The reason for this is that most large employers 
now provide a substantial long- term disability benefit. 
Typical characteristics are replacement of 60% of income to 
cge 65 following a six month disability wait. Eligibility 
~ s often at date of employment. The existing program for 
Alaska employees is weak in total provision for disability, 
with one exception. Disability payments from all sources in 
the event of occupational disability appear to be highly 
redundant and although benefits will be lost from Social 
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Security, replacement was not deemed appropriate. Some 
problems in this area might well be anticipated in the 
future. However, non-occupational disabilities are only 
moderately pro.vided for. Only individuals with a considerable 
length of service receive a substantial total disability 
benefit con~idering both Social Security and the retirement 
system together. 

We recommend that the state institute an adequate long-term 
disability program. The long-term disability benefit is 
assumed to be inteqrated with all sources, including disability 
benefits under the PERS system, Workmen's Compensation and 
Social Security . 

For the survivorship benefit, it appeared impractical to 
develop an umbrella-like structure as with the long-term 
disability. Also, adoption of a formula such as 40% or 50% 
continuance of pay leads to benefits and costs well in 
excess of those typically provided and required. 

We suggest the replace~c ~ of the survivor benefit be indepen­
dent of any vested Social Security benefits for employees. 
At a minimum we suggest a one times salary lump-sum death 
benefit for all employees ($15,000 flat for temporaries). 
Probably more desirable, would be a two times salary benefit 
for all employees ($15,000 flat for temporaries). Assuming 
$25,000 annual salary, a death benefit of $50,000 would 
provide income of about $700 a month for 0 years. In addition, 
beneficiaries of the employee would receive any survivorship 
benefit available under PERS and Social Seourity. Benefits, 
in total, would likely be superior to those resulting from 
the combination of existing PERS and Social Security benefits. 
A lump-sum benefit is ~asy to administer and avoids the 
severe problems associated with keeping track of the status 
of the survivors (remarriage or spouse earnings following 
death of the employee). 
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N 
0 

LOHC rERM D1SAB1LlTY 

Eligibility 

Definition of Disability 

Deductible Amount 
(Coordination of Benefits) 

Hllximum Benefit Period 

Elimlnation Period 

Estl1113tcd Cost as 
Percentage of Covered 
Payroll 

Est !mated Cost as 
Percentage of Covered 
Payroll, llithout 
Coordination vith 
Social Security Syslcm 

STATE OF ALASKA 

OCCUPATIONAL ANO NO"-OCCUPATIONAL orsABILtTV 
A"D DEATH BENEFITS 

EKPLOYF.ES COVEPED UNDER PERS 

A regular employee becomes 
eligihle for coverage on 
the first day of employment 

Disability ceone the 
complete lnablltty of the 
employee to engagu in his 
regular occupation during 
the first 12 months of 
disability, and thereafter 
the complete inability 
to engage in any employ­
ment or occupation for 
which he is rca~onably 
fitted by reason of 
education, training or 
exp er Lenee. 

The total amount of 
monthly benefit shall be 
60% of the first $5,000 
of the employci! 1 S basic 
monthly earnings ot the 
date of disability 
reduced by the Deductible 
Amount. · 

Any disability benefits 
the employee is entitled 
to under the Social 
Security and PERS systCllla. 

D!sobility BencCits arc 
payable to the enrlier 
of the dote of attain-
ment of age 65 or the 
date of eligibility Cor 
nori:;al retire111ent benefits. 

Disability BeneCits ore 
not payable during the 
first six months of 
disability. 

.39% 

.72% 

E>IPLOYEES Oi' JUDICIAL SYSUl1 

A regular employee becomes 
cliglble for coveraRe on 
the first day of employment 

Disability means the 
complete inability of the 
emrt oyec to engage in his 
r egular occupation during 
the firat 12 months of 
dieob1llty, :ind thereafter 
the complete inability 
to engoga in :1ny emplo)•­
mcnt or occup:1tion (or 
which he lo reasonably 
fitted by re:1son o! 
education, training or 
e~ericncc. 

The total amount of 
111<.1nlhly b<!nd it shall be 
60% of the first $5,000 
o( the employee's ·basic 
monthly comings ot thu 
date of disability 
reduced by the Deductible 
Amount. 

Any disability benefits 
the employee IG enti tled 
co under the Social 
s~curity and Pension 
syst~ms. 

Disability Benefits arc 
payable to the earlier 
of the dote of attain­
ment of age 65 or' the 
date of eligibility for 
normal retirement benefits. 

Disability Benefits ore 
not payable during the 
firut six months of 
disability. 

• 34% 

HARlNE EMPLOYERS 

A regular cmployeb becomes 
eligible for coverage on 
the first d.sy of employment 

Disability MOano the 
complete inability of the 
employee to eng11ge in his 
re~utar occupntlon during 
the first 12 monlhs of 
disnbility, :ind therenftcr 
the complete inobil lty 
to eng.lgc in any employ­
ment or occup~tlon Cor 
which he is reoRonnbly 
fitted by reoson of 
education, trotnlng or 
expuriencc. 

Tho total Jmount of 
1nunthly bend ll >Jh.111 be 
60% of the first $5,000 
of the employee's bosic 
monthly cnrnings ot the 
dote of dis3billty 
reduced by the D1..-ductible 
I.mount. 

Auy rltsability benefits 
the employee le entitled 
to under the Social · 
Security'system. 

Disobil ity Benefits nre 
payable to the Cllrlier 
of the dote of att:iin-
ment of age 65 or the 
date of eligibility for 
normal retirement benefits. 

Dl&ability Bencf its are 
not payable during the 
first six months of 
disnbil fty. 

.85% 

1.40% 

TEHPORARY STAT!: Oll':.o~·EFS 

A regulor employee becomeK 
eligible for coverage on 
the firot day of emptoyrnent 

Disability means the 
complete Inability of the 
employee to engage in his 
regulur occupotion during 
the first 12 months of 
disnbilit~, and thereafter 
the complete 111.ibi Uty 
to cnsocc Jn nny employ­
ment or occupation for 
..,hich he is rnasonnbly 
fitted by renson of 
education, training or 
experience. 

The lotal amount of 
benefit sha 11 bl' $100 
pee vcel:. 

None 

Disability Benefits are 
payable to the d;ite of 
attainment of age 65. 

Disability Benefits are 
not payable during the 
first six month~ of 
dlsebU lty. 

.27% 

.27% 



( · ,. 

.. 
·' ' 

SURVIVOR lliCOME 

Eligibility 

L11111p Sum Benefit 

Monthly Income Benefit 

E• ti.uted Co•t aa 
Percentage of 
Covered Payroll 

r.etimated Co"t •• 
Percentage of Covered 
Payroll by Doubling 
LUIDP Sua Benefit 

EMPLOYEES COVCREO UNDER PERS 

• 47% 

.94% 

A reaulor employee 
becoaoa eli&ible for 
covecaae on the first 
day of eaployaent. 

The aaount payable to the 
beneficiary •hall be 
equal to twelve times 
t he employee'• basic 
aonthly earn~na• 
immediately prior to 
hi• death. 

None 

DIPLOYEES OF JlJOlClAL SYSTEM 

A resular employee 
become6 eligible for 
coverage on the first 
day of eaployment. 

The a110unt payable t~ the 
beneficiary ehall be 
equal .to twelve time• 
the emplo'yee' e baeic 
aonthly earnings 
i111111ediately prior to 
hie death. 

None 

.SU 

1.02% 

* .91% for luap 1ua benefit, 1.24% for aonthly income benefit. 

KARINE EMPLOYEES 

A reaulor eaployee 
becomes eligible for 
coveraae on the first 
day of employment. 

The 0110unt payable to the 
beneficiary eha\l be 
equal to twalve times 
the 8111ployee'• basic 
monthly earnings 
immediately prior to 
his death. 

The aaount 1hall be 
equal to 2.5% of the 
basic 1110nthly earnings 
for each year of 1ervice 
accrued. No benefit 
shall be poyoble if death 
occurred due to non­
occupotional cau•e prior 

· to the ~oapletion of 
five yeara of eaployment • 

2.1sx• 

J.06% 

TEMPORARY STATE El1Pl.OYEES 

A regular employee 
becomes eligible for 
coverage on the fir•t 
day of employment. 

$15,000 

None 

.21% 

N/A 



OTHER RECOMMENDATIONS 

DEFERRED COMPENSATION PLAN 

The existing deferred compensation plan provides for optional 
deferrals of compensation by permanent employees and appointed 
and e l ected officia l s who have completed six consecutive 
months of employment . A new deferred compensation plan 
should be establ ished ~o provide for the deferral of the 
excess of Social Security contributions not required for 
PERS improvements and the new supplementary plan. 

Many of its fea~ures would be similar to the existing plan 
but changes would also be required. For example, the new 
plan would provide for :mandatory participation for the 
excess amounts by all state employees and should not provide 
for any hardship withdrawal s . It would also provide for a 
separate Medicare account (discussion follows) . It is 
recognized that there may be some difficulty in administering 
such a plan for temporary employees, but the possibility is 
not ruled out. 

FUTURE INCREASES IN SOCIAL SECURITY CONTRIBUTIONS 

We recommend that future increases in Social Security contri­
butions be automatically diverted to the new deferred compen­
s ~~ion plan until sufficient time has elapsed to judge the 
accuracy of the cost estimates for the PERS improvements . 
Only when that judgment can be made should additional improve­
ments to PERS be considered . 

MEDICARE 

Any employee who is eligible for a Social Security benefit , 
who is at least age 65, and disabled beneficiaries are 
automatically covered under the health insurance portion of 
Social Security (Part A of Medicare). In addition , he may, 
if he desires , pay the premium for the supplementary medical 
insurance (Part B of Medicare) . It is felt that the bulk of 
the existing employees and a large percentage of future 
employees of the state woul d qualify for some Social Security 
benefits. Such qualification would automa tically cover 
these employees under the health insurance portion of the 
Social Security system. The existing retiree health care 
plan of the State of Alaska automatically reduces the benefits 
payable from that plan for benefits receivable from Medicare. 
This adj ustment is made on the assumption that all employees 
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eligible for the health insurance portion of Medicare are 
covered . This is deemed to be a desirable feature, and, 
therefore, it is important ~n the future that all employees 
be covered under Part A of Medicare. 

For employees who are not. otherwise eligible for Social 
Security benefits, a premium may be paid to provide that 
coverage. That premium is currently $54 a month when e ligible 
and is scheduled to increase in the future . It would be 
desirable to establish a means whereby s ufficient funds 
would be available at age 65 for the employee to pa~.r that 
Part A premium. We feel that that can be reasonably achieved 
through the new deferred compensation plan. Therefore, 
under Plans A, B or c, a portion of the contributions being 
deferred on a mandatory basis for employees would , on a 
bookkeeping basis, be diverted to a separate accumulation 
account for the purpose of creating a fund to pay the Part A 
premium at age 65 . 

The deferred compensation plan would provide for the continued 
maintenance of that account until the employee reaches age 
65 {or earlier becomes eligible for Part A coverage as a 
result of disability under Social Security). At t hat time 
money would be withdrawn from that special account and 
either paid directly by the state to the Social Security 
system to pay the annual Medicare premium for such individual, 
or in lieu of that, a special payment may be made directly 
to the individual permitting him to make the Medicare premium 
payment if so desired . No attempt would be made to accumulate 
the exact amount needed to pay those premiums for the balance 
of the employee's lifetime. There would, however, be a 
determination made, based on the employee's age and anticipated 
retirement date, of the portion of his mandatory deferred 
compensation contributions that should be set aside in the 
resPrve Medicare account . Rough calculations indicate that 
a contribution of $20 - $25 per month for 20 years will 
provide all or a good portion of the funds to pay the premiums. 

EMPLOYEE CONTRIBUTIONS TO PERS 

The treatment of additi onal empl0yee contributions under 
PERS was dlacussed in some detai~ with the Study Group. It 
was pointed out that if the cost of any PERS improvements 
exceeded the amount of money that the state otherwise would 
have contributed to Social Security , the additional cost of 
those PERS improvements must, of course , be provided by the 
employees out of their Social Security contributions . The 
question was whether to provide for a refund feature on 
those contributions. It was noted that the entire improvements 
being considered would arise solely as a result of a withdrawal 
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from Social Security coverage. Since employee contributions 
to the Social Security sys t em are not allocated to his 
behalf and since he i s at no time entitled to any refund on 
those contr ibutions, a simi l a r treatment in any PERS improve­
ments requir ing empl oyee contributions would be appropriate. 
Therefore , at our recommendation , the Study Group concluded 
that any employee contributions required to be contributed 
to an i mproved PERS s ys t em, regardless of whether those 
contributions arose from pre- tax or after- tax dollars , be 
provided on a no- refund basis . This would enable larger 
benefits to be provided under the PERS plan dollar-for­
dollar than otherwise would be the case because an additional 
benefit , namely the refund benefit, would not be provided. 

FIVE YEAR DISABJ ~!TY EXTENS I ON 

Concern was expressed for continued disability coverage 
during the five years after employees leave the employ of 
the state. This concern results because in order for an 
employee to be eligibl e for disability benefits under Social' 
Security , he must , in addition to satisfying other require­
ments, have earned Social Security credits in at least five 
of his last ten years at the point of disability . Regardless 
of an employee ' s status under Social Security at the time 
that he l eft employment with the state, if he did go to 
another employer which was covered by Social Security, he 
would have regained his disability insurance status in no 
more than another five years . Therefore, the suggestion was 
to provide a means whereby some disability coverage may be 
continued under a s t ate sponsored plan for a period not to 
exceed five years following the employee ' s termination of 
employment . 

Such a plan simply is not desirable. Some of the considera­
tions are: 

1 . Such a plan would probably have to be self- insured, as 
it is doubtful that a carrier would accept the coverage. 

2. The benefit would logically be a flat dollar benefit or 
based on compensation at time of termination, as opposed 
to being a percent of compensation at time of disability 
which is typica l . 

3. The benefit should be fully coordinated with other 
disability benefits payable to the employee to reduce 
costs and anti- sel ection . However , the administrative 
burden could be significant. How do you confirm 
disability for a for mer employee? How do you confirm 
t he amount and source of the coordinated benefits for a 
former empl oyee? 
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4. Stich a plan could be made voluntary, but that would 
increase selection; and if only a few employees elected 
it, it could have no sound financial management. If 
made mandatory, it would increase the cost. 

5. The employee may be covered by his new employer under a 
disability plan· and not need the coverage. 

6. Termination of employment is generally at the employee's 
option or forced because of inadequate performance. In 
either case, what obligation does the state have for 
continuing benefits? 

We would recommend against consideration of this coverage. 

MARINE TRANSPORTATION DIVISION EMPLOYEES 

Costs were prepared to determine the level required to 
include employees in the division of marine transportation 
in PERS. Two sets of calculations were prepared, one to 
only count state service for benefit crediting purposes from 
the date of inclusion onward and the second to include not 
only that service but also all prior state service for 
purposes of benefit credits. The all service calculation of 
the future service rate for this group of employees was 9.6% 
of compensation and the 35-year past service rate 4.0% of 
compensation for a grand total of 13.6% of compensation. 
This compares with 13.1% for the current PERS participants. 
For the future service only plan, the future service rate 
was 7.9% of compensation with no additional past service 
rate. 

These percentages indicate that the cost of PERS for these 
employees is slightly more than it is for existing PERS 
participants but the additional level of cost is not such 
that their inclusion in PERS would be prohibitive. If it 
should be concluded that certain improvements in PERS are 
desirable, the additional costs to bring in this group of 
employees on the improved basis could, of course, be estimated 
by the increases for the existing group, The Study Group 
directed us not to proceed with additional calculations for 
this group of employees. If it should b~ decided at some 
time to include this group in PERS, it W(.)uld simply mean 
that contributions otherwise beirig diverted to the remaining 
portions of the replacement program would be reduced. 
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SEC TION IV 

DISCUSSION 

Some of the resul ts p r esented in Section III and other 
aspects of this study require discussion . This section 
will cover t ha following items: 

1. A discussion of t he l evel of death and disability 
benefits . 

2. A discussiun of the l eve l of retirement benefits that 
can be expected from the current and proposed plans and 
their reasonableness . 

3. The margin which we fee l should be maintained between 
the estimated long- term additional costs of PERS and 
the estimated long- term costs of the Social Security 
system. 

4 . A discussion of the impact of fµture changes of one or 
more actuarial assumptions on the costs presented in 
Section III . 

5 . An analysis of the existing health care and life insurance 
benefits for empl oyees and retired employees and family 
members . 

6 . A brief discussion of future costs of the Social Security 
system. 

'l. A discussion of the ways in which employee contributions 
being paid to Soci al Security may be paid to the retire­
ment program. 

Each of the above items will be discussed in detail below 
following the same numbering system: 

1 . DEATH AND DISABILITY BENEFITS 

The Study Group desired to see the impact upon PERS 
costs of increasing the level of both non- occupational 
death and disability benefits to the levels of those 
for occupational benefits. The results of those studies 
were p r esented in Section III where it was shown that 
t he cost would be 1. 2% of covered compensation . There 
are varying phi l osophies about the desirability of 

26 

-----MI L L IMA N & RD BER T BD N, INC.----CD N ll ULTIN Q A CTUARI ES-----



maintaining different levels of benefits for occupational 
and non- occupational death and disability benefits. In 
a recent report prepared for another state on its PERS 
disability program, it was shown that out of 16 plans 
studied one-half had the same ::vel of benefits for 
both occupational and non-occupational disability 
benefits for peace officers and firemen whereas that 
percentage increased to over 70% for other employees . 

Although there is a rationale for both approaches, 
there is considerable justification for having disability 
benefits for both occupational and non-occupational 
causes the same . The same philosophy can, of course, 
carry over into death benefits. We believe the suggestion 
of the Study Group to examine the desirability of 
increasing the level of non-occupational death and 
disability benefits to that of occupational benefits 
should not be taken lightly. As a minimum, an additional 
layer of benefits for both death and disability on the 
occupational and non-occupational bases would be 
appropriate if a supplemental program is not adopted. 

Another item requiring some discussion is the coordination 
of disability benefits with those payable from other 
sources such as Workmen's Compensation, Social Security 
and other employer sponsored benefits. As indicated 
earlier the disability benefits of PERS were coordinated 
with these other programs but such a provision was 
deleted . In conjunction with the deletion of that 
coordination provision the benefit levels were reduced. 
It was not deemed appropriate at this time to study 
plans that would include coordination, although the 
concept of coordination is a highly valid one and 
should not be dismissed lightly. 

2. LEVEL OF RETIREMENT BENEFITS 

The potential h'vel of benefits be.i.ng paid from PERS 
was reviewed to ~xamine the appropriateness of increasing 
the benefit crediting factor by some additional amount. 

Studies have been completed periodically to determine 
the required level of benefits to maintain the same 
standard of living c•.fter retirement n.s before. Those 
studies, when measuring the adequacy of benefits conunencing. 
at age 65, will typically show that for a lower- paid 
employee, benefits from all sources should be in the 
vicinity of 65% to 75% of pay at time of retirement, 
whereas for higher-paid employees that percentage can 
conceivably go as low as 40% or 45% . For plans which 
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permit retirement prior to age 65 such as Alaska PERS, 
those percentages should be increased in order to 
create the same level of adequacy. 

We considered retirements after either 20 years or 30 
years of credited service. For other than peace officers 
and firemen, the PERS benefit after 20 years of service 
is 40% of the retiree's pay whereas for 30 years it is 
60%. Although PERS does not have a 20 year retirement 
provision for non-peace officers and firemen, such an 
employee who was age 55 could retire. All the percentages 
mentioned are accurate as related to an employee's 
highest three-year average compensation, but would be 
somewhat less when related to compensation at retirement 
date. Simi 1.:u· figures for peace officers and firemen 
would be 45% and 70%. These figures would seem to 
indicate that for 20-year employees, whether peace 
officer, fireman, or other, an enhancement in the 
benefit crediting factor would seem desirable and, for 
example, a 1/2% increment would add another 10% to the 
replacement percentage. When one then considers the 
employees' voluntary savings, residual Social Security 
and any sums under the deferred compensation plan these 
percentages do not appear unreasonable. 

However, an enhancement in the benefit crediting factor 
for the 30-year employee does not present the same 
picture. The enhancement for the non-peace officer and 
fireman of 1/2% would raise the PERS benefit to 75% of 
pay at time of retirement. For the peace officers and 
firemen that percentage would be r~ised to 85%. These 
percentages when combined with residual Social Security 
and employee savings provide benefitG at and beyond the 
upper level of the adequacy scale. Nevertheless, an 
enhancement of 1/2% could be considered as not unreason­
able when one considers the impact of inflation, the 
higher replacement levels considered necessary at 
younger retirement ages and the percentage of total 
retirees with 30 years of service. 

3. MARGIN 

Earlier we recommended that the combined cost of 
additional improvements to PERS and a supplemental plan 
not exceed 75% of the anticipated future cost of the 
Social Security system. We feel it desirable to recognize 
the need for such a margin and to recognize the fact 
that if that margin should prove itself to be more than 
sufficient in the future, additional improvements to . . . · 
PERS could be adopted if desirable. It is important to 
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keep in mind that although a substantial margin is 
being maintained, it does not mean that employees are 
not getting their fair value out of contributions that 
otherwise would have gone to Social Security since such 
excess monies are being deposited in the balance of the 
approved programs for their benefit. 

The contributions to PERS to fund for the increased 
benefits will vary from year to year because of plan 
experience relative to salary changes, investment 
earnings, rates of death, termination, disability, 
rates of consumer price index, etc. Therefore, contribu­
tions to any supplemental program (or to improvements 
in the deferred compensation plan) will necessarily 
vary from year to year, depending upon the surplus 
remaining after the PERS improvements are funded for 
the year, but the full amount of Social Security contri­
butions will be utilized. 

A further discussion of the merits of the margin and 
the specific impact of Social Security will be discussed 
somewhat later in this same section. 

4. EFFECTS OF ACTUARIAL ASSUMPTIONS 

It should be recognized that all of the costs presented 
in Section III are based, among other things, upon the 
actuarial assumptions currently being used by the state 
actuary. There undoubtedly will be changes in one or 
more of those assumptions at times in the future. 
Specifically, the PERS Board on October 20, 1977 elected 
to alter the amortization period for any unfunded 
liabilities from 35 years to 30 years effective July 1, 
1978. In addition, they elected to increase the interest 
assumption from 5% to 6%, to increase the salary scale 
assumption modestly for ages prior to 39 and to adopt 
the new 1971 Group Annuity Mortality table all effective 
for costing during fiscal year 1978. This is simply an 
indication . and a recognition that actuarial assumptions 
will change from time to time. 

'Ehe specific impact of any one assumption's change on 
the cost presented in Section III is not being included 
as a part of rhis report. It should, however, be 
recognized that in terms of the specific changes that 
have been adopted to be effective during 1978, the 
following comments are valid. 

A reduction in the amortization period of the unfunded 
liability from 35 to 30 years will effectively increase 
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the annual cost of that amort ization by about 7% •Di the 
current amortization cost . An increase in the interest 
assumption f rom 5% to 6% will r educe the overall funding 
cost of the program by s omething in the vicinity of 20% 
to 25%. The increase in the salary scal e will i ncrease 
the cost of the program by something less than this . 
The combination of these three specific changes that 
have been adopted have the effect to reduce costs. 

This means that any package of benefits that mi ght be 
adopted for PERS improvement will, all nther things 
being equal, cost somewhat less than those numbers 
presented in Section III. We do not feel , however , 
that r e cognition of this should cause the benefits in 
PERS to be improved beyond those that have been recommended. 
The result ~3 that the margin created may be larger 
t han anticipated and further it will simply divert more 
monies i nto the alternate programs than otherwise might 
have been the case. 

5 . EXISTING HEALTH CARE AND LIFE INSURANCE PLANS 

There follows a brief comprehensive discussion of the 
existing health care and life insurance benefits for 
empl oyees , retirees and their family members . The 
Study Group did not request any specific costs of any 
specific improved benefits , but analysis and overall 
review of these programs was deemed to be helpful and 
desirable as a part of the Social Security review . 

GROUP LIFE INSURANCE 

The $2,000 benefit is a burial benefit. I n order for 
an employee to accrue any immediate , significant group 
life coverage, he must purchase (at 100% cost to himself) 
the optional group life plan. This is a weaker benefit 
than i s typical. Group life benefits are, of course, 
not taxable as income but are included in the estate of 
the deceased . We would be inclined to suggest at least 
a one-time salary gr oup life benefit paid for by the 
state and, in addition , an optional plan which is 
subsidized at least to some extent , say , at least 25% . 

DISABILITY INSURANCE 

There is no disability plan for the employees other 
than PERS. However, all of the replacement programs 
which we have recommended provide either for an enhance­
ment of the PERS disability benefit or the addition of 
a long·-term disability plan · outside of PERS. 
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MEDICAL ANL DENTAL 

Our overall reaction is that the program is very good . 
We personally prefer comprehensive medical plans that 
require the employee to take care of small bills . This 
plan has a small deductible of $50 and coinsurance 
grades from 20% to 0% in such a way that the employee 
would not be out- of- pocket for a major expense for more 
than $1,000 . Maternity is covered as any other medical 
expense which is very good coverage . There is good 
outpatient mental coverage. The dental benefit is an 
incentive program related to a schedule benefit . The 
scheduled benefit is about two years old and appears to 
be 20% or so below current fee levels. It would probably 
be desirable to update the schedule. The basic structure 
of paying 50% in the prosthetic area is necessary in 
order to control utilization and cost level for such a 
p lan. There are vision and audio benefits under the 
plan~ these are not included in many plans today. 

In spite of all the good features of this plan, we note 
that many people today, especially governmental groups , 
have come under coverage that provides first dollar 
benefits in the outpatient physician areas . Adoption 
of such a plan which involves service benefits would 
cost more than just the extra dollars that would be 
expected to be paid on account of the increasing utiliza­
tion that accompanies removal of financial disincentives. 
We wouldn't recommend a change in the format of the 
plan, but it might be desirable to get some reading 
from the employees about their reaction to the plan. 

6. FUTURE COST OF SOCIAL SECURITY 

There are some specific aspects of the basic concept of 
the overall program that are important and should be 
discussed. It should, of course, be kept in mind that 
the whole purpose of the study was to find additional 
benefits or types of benefits that could be provided 
for state employees in lieu of continued coverage un·ier 
the Social Securi~y system. It was indicated earlier 
that the best estimate at this time as to the future 
costs of the Social Security program based on the 
current law for both employees and the state combined 
was 10.2% of the compensation of state employees . It 
should be pointed out that this percentage is the 
average over the future lifetime of existing employees 
and is not the level that would be expected at each 
given year. 
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The Social Security law provides for increasing contribu­
tion rates and taxable wage bases. We estimated the 
level of Social Security contributions (combined employee 
and employer) that otherwise would be contributed to 
the Social Security system for the years 1978, 1979 anc 
1987 and have in each case expressed these as a percentage 
of the anticipated salaries paid to employees at those 
points in time. 

Social Security Contributions 
As a Percent of Compensation 

Year Percent 

1978 
1979 
1987 

8.3% 
9.6 

12 . 8 

This illustration shows how the contributions to Social 
Security are expected to increase as a percentage of 
pay. If the margin of 25% for the cost of all improvements 
is used, there will be adequate contributions to fund 
these new benefits. 

It must be kept in mind that the Social Security Law 
can , of course, be changed at any time. Obviously, any 
change in the contribution rates or taxable wage base 
or philosophies on employee and employer funding will 
directly impact the contributions otherwise diverted to 
Social Security . It is entirely possible that the 
long-term estimated 10.2% figure could be dramatically 
off on either the high or low side and it would be 
perhaps reasonable to assume that it might be on the 
high side. Therefore, if significant changes are made 
to PERS and if the future contributions to Social 
Security are reduced this will only serve to reduce the 
margin and could effectively create a situation where 
the additional plan changes could not be funded by 
these anticipated contributions. 

It would seem desirable to prepare separate cost calcula­
tions in each future fiscal year, one pertaining to the 
existing PERS system as it stands and the second to any 
improved system so that each year there can be a direct 
match-up of contributions diverted from Social Security 
and the additiona l funding costs for the new program . 
It would seem desirable and, in fact, mandatory that 
any legislation imprcuing the PERS benefits not only 
state the anticipated funding source, but also c l early 
indicate that if in any year the contributions otherwise 
to be diverted to Social Security are not sufficient to 
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maintain the funding adequacy oi the amended portion of 
PERS, that such additional funds be made up by the 
state or some other pre-specified source. If this is 
not done , it is entirely possible the amendments to 
PERS will net be able to be maintained and that the 
program will not be the ' viable program that it had been 
anticipated to be . 

7. EMPLOYEE CONTRIBUTIONS 

There are several ways in which the employee contributions 
could be handled . For example , if employee contributions 
are simply withheld from an employee's paycheck much as 
they are now fol.· Social Security, the employee will pay 
tax on those contributions at the time the paycheck is 
received but will receive tax- free any benefits resulting 
from those contributions. An alternative would be to 
have all contributions made through mandatory salary 
reduction agreements (contributions will be mandatory 
anyway) thus relieving the employee of the tax impact 
at the current time on such contributions. It does, 
however, mean that when an employee ultimately receives 
benefits from the plan, he will be taxed on benefits 
produced by those contributions. A third alternative 
is simply to have a mandatory across-the-board salary 
reduction and have all contributions made to the replace­
ment program by the state. 

The latter alternative is administratively the easiest, but 
may be difficult to implemen~. On balance, the second 
alternative is probably preferable. 
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Appendix a 

ACTUARIAL ASSUMPTIONS 

All valuations in this report are based on tl~ Attained Age 
Normal Cost Method. The unfunded accrued benefi't liability 
is amortized over 35 years. 

All actuarial assumptions are those used by the state's 
actuary on completion, annual actuarial valuations and are 
summarized below: 

1. Investment Rate 

5% per annum compounded annually. 

2. Rate of Salary Increase 

5% per annum compounded annually. 

3. Rate of Mortality 

1951 Group Annuity Mortality Table. 

4. Disability 

a. Rate of Disability 

00% of disabilities are assumed to be occupa'tional 
for peace officers and firemen. 20% are assumed 
to be occupational for other employees. Sample 
rates of disability age shown below: 

Age 

20 
30 
40 
50 
60 

Annual 
Rate 

.070% 

.084 

.115 

.240 

.843 

b. Rate of Mortality after Disability 

1944 Railroad Retirement Board experience rates. 
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6. 

Turnover 

Appendix a 
(Continued) 

The rates used are based on the actual experience 
of PERS participants. Sample rates of turnover 
are shown below: 

Rate 
Age Annual Female 

20 32.74% 37 . 53% 
30 14.08 26.52 
40 11. 85 17 . 25 
50 10.21 11. 50 
60 10.47 12 . 77 

Retirement Age 

a. Later of age 55 and 20 years of service for peace 
officers and firemen . 

b. Later of age 55 and 30 years of service for other 
participants . 

7. Contribution Refunds 

90% of terminating participants will withdraw 
their own contributions and forfeit t heir vested 
inter est . The remaining 10% will leave their 
contri bu t i on s and receive a deferred vested benefit. 

8. Expenses 

No margin for expenses was provided . 

9. Assets 

Book valu e . 
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Shou~d Pub~ic Systems 
W~thdraw from 
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Soc~al Security? 
"Socia! Security does have financial problems, 
but these are readily solvable by a 
con1bination of actions, and beneficiaries need 
have no worries about getting their checks." 

by Robert J. Myers 

T lie crv of crisi~ uhout Social Se­
curity l..'0n11nucs tu be heard. In the 

pJ,;t few ) ear;, f!rcat concern has bc.'cn 
c\prcs~cd :tb\lut its financial problcrns. 
The~c arc i11dectl serious, but not al all 
ll• the.: c:<tt•n t of rightly proclain1ing 
h.1nkruptt.:y. S0w, widcspreau publicity 
i' L!i1 en !<) the.: withdrawal fro111 Social 
Sc~11rity ur :1 nu111her of state and lut.::11 
!!11\·ern11H:11b. I~ this a casc of a run on 
ih.: h:rnl-. hy th•1se with inside infurma· 
ti11:i and abiiit~ to act quickly'! Or is it 
11 1:<.laken or 1111infur111ed actil>n 1 /only a 
~ 1 11 :111 minoritv'! 

I ii ,1, let u~ l;!y tu rc<;t the charge that 
S.•ci:il Securit; is bankrupt in thc usual 
~.:~.~<.: (1f the \1ord. This would iinp\y that 
tt 11!11 shortly have to suspend payment~ 
t1.1 its J .l million beneficiaries. Social Sc· 
l'UTilj' UtH.:S h,1'.·e finand.11 problt:ms, hilt 
th.:'e ar.: readily ~o !l•ahlc by a combin:1-
tl.111 of actinn s, and lm1clidarics need 
h:1ve nu wurri.:s :ibuut gl!l ting lheir 
rhct.:ks. 

:\ small a11Hlu 11t of additiu11al finunc­
in;? is uccc~s :! r~ uvcr the short range. An 
in.:rcase in Ir.1th the employer and cm­
ph1~ cc t:1x of :is lillle a~ one-half per cent 
1 ~ c,scnti:il, amt this shoulu not cause 
1111~ li11 ;111ci.1l har<l~hip on the pa rt of 
CO\ ercu persons. Similar action has been 
1.1h11 :t n11111ber of ti111es in the past. t\ 
sin1il:ir, further in1.·rcase 111ay he needed 

t ~. ·1~k,l "~l'i· ,,t\ j '! 11 • • H1,f I 11,· .1l li1Hct 1114H.'1\ti l>c"t't l h t 

' ' : ~\,. ... ,, •• ,, !\'·~ · h·11 1.1llh..'lcOJ\Ollt!11U1t) ""h11.tn·tl in 
: • f . . ... J 11 ' 11 h ' t t'1 '" f. ~ 1 "'"' rl• vl' .. ·•frlt•'' . r uhh1J1c,t l•t 
t • ... , • • I It t 1•.•• ,• .\ ( 1•111p 11t), .1i.1u.tt 1c, tinJ c11tpln) cc 
1 1 1.~• ihnlf ' '" 1, \\ 111' / till\, U ( ' , ,1 ml Ii \'1•p; 11t1fHnl = 

1 1 
• t- \ I 1l1•.1t•t It f •,,. ' ' '"' t ttm1•·"'Y It '11' t"'·.:n t.:• i\l.'"11 

.. . , '! ,tl11• r ,,. t · • ·-- . , 11 .. : , ,11111t ,uh,c1tU~ ·H 1h:\cl,, 1 11o~nt1t 
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in the early J980's, depending upon whal 
other changes ;ire made (as will bt: dis­
cussed next). 

Another problem, applicuolc only over 
the long range, is that lhc present 
method of com puting benefits initially is 
technically faulty under likely future 
economic conditions. It will almost 
surely result in bendits that wilt, for 
cohlirls ;ittaining :igc 65 in tht· loog-ru11 
future, be excessively largi; (even more 
than takc-hornc pay cvcnuwlly). Thus, if 
the prl1ccdurc is not changed, far higher 
l:L\ rate) would be required than now 
sd1c<lule1l. The technical change refcr­
ri:d to as ''dct.:oup\ing" ur "unc(lupli11g" 
is needed, and it woultl eliminate about 
h:ilf to two-thirds of the currenlly esti­
mated long-range tldici t ucpending uron 
\~hcthcr it is donc so !hat the relative 
benefi t h:vcl is al the current si tuatiu11 or 
at that prevailing before 1Je11clits were 
o\·er-liberalized in 1970 72. 

The new cris i~ being "uiscovcrt.:d" liy 
some is that :t number of statt: anti local 
guvan111e11t:; han: pulled ou t of Suci:i l 
Security insof:tr as their own ct11ployees 
arc com:erned. Actually, the 11urnbcr of 
exits before 1977 were rclutivcly few, in­
volving only groups, with 52,206 cm· 
ployecs aetually withdrawn. As of the 
enu of 1976, an additional 325 group~. 
wit h 505,726 employees (of whom ahuul 
.100,ouo were with respect to New YMk 
City) had given n0ticc ol' intcntir>n I ll 
\\ithdraw, to be effective after two years 
following such notice. In the latter t.:usc: , 
governments could change their 1ni11us 
during the two-year nutice period a11d 
not withd r:nv. 

Wh ;tl rc:ally drew attention to th i~ 
matter was the: 11nno1111t.:e111c11l in March 
197(> by Ne1\ York City, with its lhuu-

sands of employees, lhal it would 
withdraw. However, in January 1977, 
New York City annuuncccl thal it \\ OUld 
nol withdraw and would rcsci11<l it~ 
notice to do so. Alaska. with 13,000 em­
ployee:;, had similarly given notice, hu t 
artc:r cumplctetiun of a study, h;.is ap­
parently decided not tu 11 ithdra w. 
Others who havc"actually opted out or 
sem:d notice Ctrnsist of relatively small 
political units, 111os tly in California, 
Lotii~iana and Texas. 

1 he bw provide~ that, after elect In~ 
CO\'Cral?e, political 1inits must r.:mui11 in 
for al least five years, anti then give ad­
vance noi;cc uf two years before 
\I ithdrawal becomes effective. l'rh-;1 tc 
employers, other than nonprofit charita· 
hit:, cduc.:atio1wl, and religious organi'l:t· 
tions, have no such H>lu11tar)• coven1gc 
features. Such nonprufi t oragnizalit111s 
hurc a similar optitin, ext.:q>l that they 
must rem;1in in for eigh t years anJ then 
h;1\'e a twu-year aJvancc notice. Oa..:I.' 
that \1ithtlrawal has occurred, :he entity 
canno! re-enter Sc1ci.1l Set.:uritv. 

M ajr1r ities of s t:ite anti 
0

loc:1l t•m­
ployecs whu were u11der 1111 c.xbting 
retiremc:n t system had to \'Ole ii' f;1vur 
\\hen Socilll Security coveraµ t "as ul.i­
taineu. Howe\'er, som ewhut :rno111· 
alously, only the e111r~l)y ing entit: m:i~cs 
the decision ab0ut '~ithd rawi11g. 

This special treatment w:is given tu 
state anu IOl.al governments sulcly on 
cun~tittJti(' 11a l grounds -- 11 :1111cly, that 
the Fed~·, al g<l\'crnmcnl c:inrltll t ;I\ lhc111 
with..iu t their pcrmi.,:.ion. Yet, it 11·01111.l 
have been possible ..:0nstilulio11.1lly for 
their crnplnyccs lo h,1vc hcert la\cd cu111-
pub11rily f0r Sucit1l Se1:11rity, jlt~I J~ for 
l·ederal i111:ornc tax. The lenient 
1\ ithur:iwat privcle:;c was p!llba bly 



., 
Social Security is not a n1agical rn achinc tl1 ~t t produces benefits 
a t substantia lly less eost than any oth er 
uci th er is it a high-cos t, 1 C)\V- bene CT ts sys t c n 1. 

1nechanisrn . But 

gr:1nled in th.: belief that ii 11oultl rarcly 
he u:;cd :111J t hen 011ly for cmcr­
gcni;ie, - ralhcr than lo 1;1kc financi :il 
a!ll',10tagc of thc Soci;1l Sccurily system. 

Sume governntcnl~ have withdrawn 
h1·cau~c they bdi.:1·cd Sm:ial Security to 
be a pl)lH buy. Although thcrc arc in­
.stances where a political ent!ty could 
proviJc fa r heller bcndit protccti~Hl fur 
its employees clscwherc by utilizing the 
111oncy spcn l for Social Securi ty ta;ii:cs, 
lhcse ari: the exceptions r'1 lhcr than 1:1e 
rule. Such a situation could occur :or a 
group with :1 very young H!!C distri:.rntion, 
cspccially if it were composctl 'i!rgcly of 
married womcn. who would j!;ncrally ex­
pect to dr:1w SociJI Secti rity benclit-; 
from their husha11ds' ca : nings record in 
any event. 

Many of Ilic ass 1.rli1111s uhout Social 
Scc11rit} heing a hJJ buy for a particular 
group arc hase<' on pcrfundvry or erro­
neous an:1lys1· .;. /\ 1111111hcr or elcmcnls 
operating i,1 different directio11s arc 
present i11 such t'1)111parison~. because no 
priva t1· plan will bc anywhere near 
ide11 tical with the Soi.:ial Sccnrity provi­
~i1111::. . l·or c\a111pk, in <inc particular 
pl:111. it''"~ .bst·nell Lhat a big i111pnwc-
111c11t WtiulJ be made in cha11ging from a 
hc111:fi1 of):\ per rent 11f final ~alary plu.; 
Sucial Security lo 80 per cent <•f sal ary. 
l' rnhahly fur 111u~1 pcuplc, certainly 
tlw~c i11 Ilic· h1wer am.l 111i(!c)lc sal:try 
lcvl'ls. 55 per Ct'.nl plus Social Security 
11111ild be well in excess 11f80 per cent. 

Social Security: No t a bad buy 

/\ 111ajur crrur cu111111illcd by tho!;c 
\1ho rel·o111111c111I that slate a11d local 
1wvcrn111enh \I it ltd raw is the failurc to 
1:1ke into at.:1:11u11t a 1111111hcr of the fca­
tur.:~ of Social Security. such a~ tht.: 
tlisahilitv an1I sun·ivM hcnclils. /\ls11 
11rtc11 ig-n11rl.'d is the very significant 
effect of lhc provisions for ault1111a1it.: ad ­
justment of hc11clits with ri~ing prices. 
Pc11•a1111 •·11sls !!1 a private plan that 
pr1.witlc~ li.-:.:d u,· ;.; .... , ;• 11m1 i 1ic~ over lhc 
yc.irs aflcr rct ircmcnt arc , f,11\-11 1,1 !· 
rcla1i1-cly 11111 lhc~c days, a~ c11111p:irl'1l 
with what tht•1 lll•uld he under more sf a­
hlc c1:1111u111ic 

0 

l'n11dit i1111,, hcl·au-;c of tlie 
hi\!lt i111 c~t111c111 return-. of ch:hl tu 11inc 
p~r l'Cn\ l!1.1l 1:;111 rc;idily he obt :rincd. 
I ll1wcvcr, ~u .; h inlerc~ t rates arc a l th:1t 
le1el hecmtse ol' infl.1tiu11 . Under thc~e 
cllllditi<rn~. S 11'ial Sec111i1y hcnelils 11ill 
lllll ht: lcl'cl. 1111il11m1 :1111011111~ over the 
lulu re. h11l 1;1 ' hrr will ri"c ~ l cadily . 

/\ccllruingly, for comparaliility pur­
pu~es, any priv•1tc arrangements being 
con~iJcrc<l ;,, replacement of S1,cial S::­
cu rity sh<' .1lc.I be priced 11ut on the [1,,,is 
uf pensi.,ns incre.bini.; automatic.1lly a l a 
rate o~ live lo six per cent a )ear, rather 
thar 011 thc ba-;i) of level amounts. If this 
is Jone, the :1moun1 of pcnsit'n th:it can 
:ic hough l for the equivalent of the Social 
Secu rity laxes will be much less and 1h11~ 
will compnre less favorably with Sod 11 
Security thun would otherwise have been 
thought. 

Under ccrl<lin ci rcu mstances, u 
government c:in unfairly and unethically 
manipulate its coverage so as to ta:.:c ad­
vantage of the Social Security system. It 
rnighl 'do this, for e:<::implc, by staying in 
for exactly 10 yc:irs, so that the vas t mii­
jority of its employees will be perma­
nently fu lly insured for ;ill retiremen t 
and survivor benefits and also for the 
Hospital Insurance bcncli ts unllcr t. lcdi­
care. 

Let us look ut several illustrations of 
how individuals fare when they arc 
covered b)' Social Sccurily for all their 
potential working careers. I.ct us sec 
what windfall~, or alternatively what 
lu,;scs. d:.:vell'P ·when an entity withdraw~ 
from Sui.:ial Sccurily. Such · compari~ons 
arc fraught with dangers :1nd clifliculties 
because a very consiucrable dilfcrencc 
can oc..:ur depl'1tding upon tlic assump­
t i(lt1~ 111udc. For example, the interes t 
rate selccll'<l can make a vast dill'crcncc; 
lite u~e vf a !1igh interest rate will make 
SL11..ial Security l11ok like a bail buy, nnd 
1·in· 1·er.w . 

Th.: following calcu lations ha\'e bc:c:n 
made under rather si111plilicd :1ssump­
li11n~. wh ich arc hclicl'ed to be rcnsona­
blc, fair and i.:onsistcnl. The siluation is 
examined as of age 65, and 110 account is 
taken of past disabili ty :incl survil'Clr 
beuclit prolce1i11n. Nor is account taken 
that, in n:any casc:s. death of an insured 
worker will producc only a l'er)' small 
lu111p-~u111 death payment. 

The first ca~e is that of a man who ut­
- •1i1:': :lJ.: r.s i11 early 1976 and who wa~ 
f. r.~ . •:111 a cd in 1951, when he had a sal­
ary of $.\,000, which i111.:rca:.cd at a rate 
of live per t'ctl t per year {hccoming 59.-
675 for 1975). Further, we will t:tkc two 
inslanl.'e:. inilially, where he is c11l'ered 
fo r the l'nlire period, 1951 75: sc<:undly. 
wher<: 111: is covered for on ly the Ii rst I 0 
yc;ir-;, llJ5 I (10. In the laller ea-;c, the 
rnn1hi11ed c111pluyer-c111ploycc conlrihu­
tiu11s savcd, an:u11111latctl ;II 6 per t.:Clll 

i111cr.:!>t, :11111rn11te<l h> Sl~.277 as of th.: 
bcgi1111ing uf 1976. The henclit p:i) uhlc t.1 
the r.:tireu \h>rker alone as of the 111ithll.: 
of 1976 Wi.!S SJ(il per month for the full­
c..:werago: case and Sllil per month f.u 
the par1i:1l-covcragc case (ur, b} n1i11ci· 
dcncc, e.\actly half as mut·h). In ll\Hh in­
stances, the person qualilic:\ for l l11spital 
I nsur:.im:c benefits. 

The accumuh1 to:U "c.\c-ess coutrilrn­
tions" fo r the par t ia l-covcra~c would 
have been a losing propt1siti11n, since the 
S11ci11l Security hendit was SISO lower. 
(The "purchase" factor b ba~cu on 
popul:ttion life tables and a thrcc pa 
cent interest rate, so as to allow for the 
effect of the automatic-a<ljus1111cnt-of­
Lenelit~ feature of Social Security.) If 
the individi:al had an cligihh: spouse, th1· 
··c:xccss" Social Security benefit fur full 
CO\'cragc would be largcr, :ind the "pur­
chusable" bencll l for full covc:ragl' IHrn ld 
be larger, and th e "purchasable hcnclit 
for excess con tributions" smaller, Sll 

that the "loss" fur withclra11ing wou!d 
havt: been even more. 

Dut what alx.iut l1111sc now in Suci.d 
Sccurily at the younger ages or 1:ntcriny 
in the future? Herc, the quc~ti11n l•f 
proper assumptions is much more 
dillicult. Involved arc future trend~ ,,r 
11 :.ige~ and prices. Even 111mc importa111. 
is the l'uct tha t the Soci:d Sccuril'' 
!))!\lt'm is not now properly l.'••nslilulcd 
:is lo bendil-compulalion prol.'edurcs, as 
disc11;;s.:d previously. J\ l ~o. c1 i.:11 if' tit.it 
situ:llinn i~ ri:111eJicc.I (as ii 111ust be). the 

. financing now sd1c1luled i'> not sullkient. 
/\ccl1rt.li11gly, in order tu proc.luci: r :!· 

tioo:il resulls. we mu!>l assume s1t11 i,· 
economic conditions in thc future. sine.: 
this i' the only wuy that tho: pr..:~i.:11: 
bt>ncllt formula makes sen~e. -\l,u, let'" 
a~)Umc lhat the average comhincJ c111 -
pluycr-employci: lax rate for the futur.: 
for Socinl Security (includin,:: I l o~pi t al 
lnsur:ince) will he 16 per cc11t. I.cl us 
take the ca"e of a man 111.)11 a:ied 25, wilh 
3 i;:ilary of S 10,000 per ~car (remainin~· 
lc\'cl in lhc future). /\gain, 11.'l us tako: 
t110 instances- -une wherc there is full 
coi·cragc, friirn age 25 to 65, and lh.: 
other'' here covcr:1ge is taminat1·d after 
I 0 years. 

M <lny hurt by terminat ion 

The accurn11l a1 c:J ' 'i:\cc~-. t:nn l rihu­
th111~ .. as or age (1:i { 11 ,i11~ a lhrci: per 
1·en1 rate, h<:ca\He 0r Ilic :1~s11111p1i1111 11:' 
st:iti.: el·o111H11ie condi1111n,) \\111tld 
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•.(111111 111 \17. ~(,~ . 111 tllrlt, llii.., \\llllhl 
,,llll 1 h:1 ... c'' .1 ,in;:k·lll'e .1111111ity 111' ~(t.\~ 
pa tlhlllth. I he hcndil p.1y:1hk Ill lh1• 
rc1irc1I \\11d • ..:r .1h•11c al :1!!1: 65 \\1111ltl b1· 
$.17·1 f11r 1!).: rull·\ll\' Cr.l~C .:u,c, :t:. 
a:!.1i11~l $2 )(, f1•r 1!11: p:1r li:tl ·c1w.:ragc 
l':t~.: :iu.1i11. 11\e lall.:r r.:.:.:iq:.., alk1UI )0 
p.:r c1·11i ;"; l:tr:;.1: a hcndit, e1·c11 Lh11u:~h 
h.: l1tb h:11l uni~ :.1l111ul 15 11cr ccnl ul 1hc 
.:un:rag.:. In thi, i11~t:11i.·e, ii would he 
"prulit:ihle" f1H the tntli1 idu:il lu 
'' ith<lr.1w. h·;.;;111.;c the. "pureha~ahlt: 
hc11cli1" (Sfi .1~) b \\ell i11 C\.:c~.; of lhc fl'­

du.:tiu11 ill hc:nefllS h:;eJU5C Of parli.11 
c1·•·cr:1!!t: ($2.:'' J. 

It thi.: indi. idual h:.1d an digibk spnu:-.:. 
1h.: !'itu:1ti1111 11,1uld nut he adv:.111tagcrius 
f•lf \\ithdra":tl. liut univ ltl a small 
c\tcnl. 1111.: .. ,.11rl'11:1,ahk .hc11dil" from 
1hi.: "c~1.t:>S .:P11lrih11tiun$" lor the hus­
banc.J and "ifc c0rnbi11.:c.J is $35] per 
1111.>nth, ur s111nc,~h.ll h.>wcr than the re.· 
ductiun in hc:nclils Clf S3S7 because or 
parlial coverage. The lll:!rri.:ll·touph: 
c:tse is 11111 l~ pica! for the lung-run cases. 

, bcc:.iuse i11 the future many wives will 
41wlify for S,1.:i:rl Security hcnclils on 
thi.:ir t•Wll c.1rni11f! n:.:.uds and thus will 
mil reccive full bcndits (m any hcnclib) 
fr1J111 th.:ir hu.;hand; earnings records. 

h1r 111:111~ (hul li) nCl 111c:1ns all) cm· 
pl·'~ l'C'>, thi.: 111,1:1c} ··~:\\'ed" ••it h rcspl.'cl 
t.1 future Sm:i:ll Sc.:urily laxes will buy 
111••rc hcnt!lih than Lhc d1..·crl'asc in Sncial 
S..:l.'uril) h.:nd;h rco;ulling frum the 
ti.:rminalcd t••' craue. ,\l the ... :unc time, 
n1.111y other cn1pl1~yee' "ill be l111rl by 
the tl'fmi11ati1111 ··Sud1 as short-service 
\\,1rl-.t:r..,, wh.1 will thert:b) h:l\·c a g:ip in 
their S1H.i.1l S..:.:uril) c11\·cragc bc~idc~ 
hal"ing m:quirl·d "" lmn:lits frn1i1 the 
g.•\ cr11••11.:nl:tl rl:in. 

F.111ph1} ct::\ "ho ar.: near rctire111 c11t 
:we wh..:11 t.:r111in:itinn 111.:cu ri. will have a 
r~d11.:ti,111 i11 their Sul.'.i.11 Security benc· 
l1h Lh:tl \\ill he r:ir !!r.::rter i11 :tclu,1ri:tl 
1 .due th .111 the ta,:s that Wllllltl ha,·c 
h.:.:11 ap11lil;Jhle. ror l'\:llllplc, l'!.lllSi1!t:r :I 

111:ile .:111pl11~ ce whv wa~ age 60 when the 
nl\'er:1ue ll'C11lin:1 t..:<l :it the cm! nl' l~J7·1 
anll \\i1(1 h:11! lt.1J 111a\i111um t·ovcrcd 
i.:.1111in~~ sin,·c l1JS6. whc11 hi~ g(lvcrn· 
nH:nlal empl.1~ er fir,l dcctcd covcrag.c. 
\\'hen he ;1tt.1i11cd a~c 6:! in J:rnuary 
1•17(1, hi.; SL1~· ial Sccuril) bcndil for 
lii111~df and ltis wil'i: (uf thi.: same :1gc ) 
" ·'' S.\87 per 1111111111, \1hcreas if coverage 
h.111 111\l hc~n tcr111i11;1Lcu, it wuulu have 
h.:cn S 11').'ill. The additi1111al value of the 
s,11.:ia l Sc..:UI ity cmpluye r-cmµluyec 
ta\u~ fur 1•17:l if cu1 c:ragc lt:1d 1111t 
11:r111i11:1w! \\ll!llu h:t\'e hccn S 1,6)0. The 
:1...t•1.1r1.1\ rnlu c of th e rctlucli11n in bcnc· 
til' 111111hl h .1H' h.:c11 S),.100 (111aki11~ 
:ill11\'.a1w.: f1•r the a11t.1111atil'-:11lj11st111cnl 
r,· ,1\11rc h~ 1J,i11g a ."\ pt:r \:Clll ill l CTC~l 
rule). or S~.f,50 111<1rc tli:tn lhc taXl'S. 

Is withcJrJwal clesi1 able? 
l·,·cn thnugh in M111le l'il~l' S a µ11vcrn· 

1111:111 r11til~ l'an. 1111 lhc avcrni'.e. 
1H1\lit or cbc it~ i.:111pl1•)'c1'.' can, 011 the 
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:1,•an~\e, ~l· t nwrc l•t:nl·li t o; h) 1lptill.' 
l•lll 111' Sn.:1 ii Sc..:uril\, thcr..: is c1111 
~ida:1blc qu,· tion as 1~1 wh.:tlicr lhis ;, 
tk:.ir ,ti 1k. 

Cicncrall~ .. :n~ l!ain ,..11 i111llfl'cd \1ill b,· 
l'l'l:1lil'cly ~111 : 111. anJ it 111:1~ 1111t Ui! \\'11rth 
the ..:~l1:1 c1h.11 t and ad111i11i~tr:iti1i.: 
i.: .\(IClhl'' tn t;J\;c such :rctiulf. This 1, 
c.;pcci:lll} :. ll l' l111s idi.:ri11g 1lt:11 tht: 
adrnini~tratl\ t: C\l'ensc!' undcr ~uch a 
lar!:\c gr1111p .1;•.:rati1Jn as So.:i:1I Sc ... uril) 
11ill ne.:cs~aril: he kss th an under a 
small, s..:par .1li.: plan. Morc:un:r, su111e 
employee~ will he di: .. adv:1nt:1gcd. 

1-'urthcrn\\HC, if thi.: g:tin from 
wi1hdra11 in~ arbes from taking :id· 
vant:tgc or Lhe Social Security sy!'telll 

tduc tu it:. t'•'lll'I"'" 1r.:11t1111:11t 11( ... h.irt· 
:.l·r\ i.:..: 1111rl.....·r,). 1!.:rc i·; c••1t;.Hkrahk 
q111•,ti•Jll ii~ hi Whl·th.:r tlil-\ i~ 11 11H:1ll) 
anti l'(\11c;1l1} pr,1p..: r, CHll lh•lll!'.h kgal. 

1\1111lhcr pt1s~ihle d1~:tth anlat!t: of a 
~I.tic 1•r hical l!'"·i.:r11111t:n l 1, ithdr:m inl: 
110111 S1•ri .. 1 S1·c111i1~ j, iu the C\'c11l th:1t 
a !-°"'·cri1111c1:1 'ulhid) is inj1·-"tl1I into 
S,•.:i.11 S::1.:uri1y. If a go11·rn111cnt ~uusidy 
111 S.>.:ul S..:.:·uril\ ,11u11hl he i11itiatcd, 
tl.u~ t: n•ll l1nclcr ihe prl•gr:1111 ,, ,,ult.I he 
p.1) ing. pJrt uf ib n•st. hut wuu!d nol hi.: 
gi.:uing ;,ny n·turn fru111 ii. f1111), the•'lll} 
h11pc of "hrc.1l.it1)! ..:1·cn" 1111 the la.\t:S 
p:1id to pr111·iJc )t1.:h a subsidy i:- to tic 
l'J\ crcd under So.:-1:11 Sc.:uritv! 

:--:cw York Cil) :1pparcnll; dcciclcd 111 

------------·--·- ·-

When _you're 
turned out to pasture, 
will it still be green? 

Mnybe your life's pretty 
good right now. But if you 
want to keep it that way, 
you've got lo pl1:in for it. And 
one way you can clo just that 
is by signing up for lhe 
Payrnll Savings Plan where 
you work. An amount you 
specify will be St!t. asitle from 
each paycheck nncl used lo 
buy U.S. Savings Bonds. 

Then, when you'r~ re~dy 
to slop working, you'll slill 
be nble to keep on Ii vi ng. 
~·""" t: l"-1r-!• & ,., &c " "\o-' ' U '"'""''I•'·' wm.1 w1 1\f tJ 
))•1" • 4 1 ,.f\ .. ft' t•••r • L\• t, , , .. :, ,,t.t J • ., , , ... , 
H-• • .t. t"ll" \; !> ,,,.t,;,..,J 1! , .,., ~. _.,; l•""•J* I \\ •• n 
' 1<1:!"l. F.1,...tt . .. ... , . ... ,~,.J Ill"°"' ' ... " " : t. . ol •• 
l<ll t 1J' l1 t l t.1 t ::O IU- f f' ~ ... t 1~11f'1 t' I 1,1t. 11:--. J r ... • ,.I 
W• r.1)\ t.ir d1t11hll ""li' t ttJ .. •t111t1-. n 

Join the Payroll S.·wln~~ Pl;in. 
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If il is not possible to h ave co111pulso ry cove rage, lite bes t 
procedure is to require that , once co\·pragc has been e lcetcd , 
\v ithch· ~ 1\v a l should not he all O\\'cd. 

wi1hdr:I\\ .wfcoly on the basis of lhc i111-
tnedi:11e caslt-llow savings, :11ul nol hc­
r:111se It ln:licvet.I that Social Security 
"as :1 had l>uy or wa~ in d:111gcrnui. 
financial c1111diti11n. It wa~ ia:d.i11~: all 
way:. th.11 it c1111ld to reduce c\pendi­
lurcs, and this sccrnetl lo be ar1 allr:ic­
livc !>h•Hl-lerm way. 

State and local employm ent 

Finally, let us discuss wh:tl shuuld he 
done ah1>Ul optional coverage fM .s tale 
and local government employees. As a 
llroatl, general principle, I am strnngiy in 
favor 111 complc1c c1>rnpulsory coverage 
ur bulh slate and local employees and 
non-profit employees. I ha\·c the same 
view with regard lo fedi:ral employees 
wh11 arc under the Civil Scn•ice Retire­
ment sy:.tcrn. ll is an essential charac­
l eri~ 1 i1: and fl'q11ircmenl of :.i dcmocralic 
n:1tional soci.il i11su rm11.:c systc.:m !hat all 
c111pl11y111cnt in the.: country shou ld bt.: 
n1vered lhcre1111dcr. 

Thi!> ;n•nroaeh is desirable from the 
5l:tmlpl'•' r all parties conccrncu - tht.: 
wurkt.:r:. ' 1c c111ploycrs, and the nation 
a:. :r whole. Social Security is not a 
111:1.!:!i.::.11 111achine tlt:it prou11ce~ bt.:nclits 
:11 :.uh-;1a111i.1ll) Jc,.; ct1~t than 11ny other 
111t.:d1an1.;111. Bui neither is ii a high-cost, 
hiw -hendils ~plen1. Tht.:rc ca11 really be 
1111 lidll'r si tualiun than a good Sl•cial 
Sce11ri1y .;ys1rn1 ~11rrk·n11.:n 1cd hy a well-

Cllllrdin:itcd J'fll' .t lt.: pt.:11,ion pl:1n. 
My fi r:.I ch.d~t.: :t~ lo cuvcr:i~c Cl1mli­

tinn~ fur Slal1: :111tl hicnl gov1:rnmi:nl cm· 
ployees i' ru1npktcl) compulsory 
ru,·era)!e. Thcrl' \\llllltl h•1,·c Iv h.: op­
por1u 11i1y for ~lllllC ud:t), SO ilS ltl permit 
duwnwan.1 aJj11.1111i:11l ur c~i,aing pl.111'), 
so tlwt the comhineu hc11cli1 level (Jnu 
the rcsullln~ ccish) 1\0t1ld not bt.: exces­
sive. Natu r:tlly, the new plan, curnhined 
with Sm::i:ll Sc1:uri1y. shnulc.l nvl be less 
liberal than !he l1lu pl:lll. 

The c<rnsli tutiun:il probkrr1 of taxin~ 
the stale and l11eal 1?ovcrnmcn1 s i:ould be 
solved in :111y of scver:!I wa~· s. One ap­
proach is tv ta.\ the employee~ at the 
sdf-employed rate if thl' cmplliycr docs 
not agTcc lo pay the cmplvyer tax . 
• .o\ no th er appn>.ich is to tax thc em­
ployees at the full comuincd employcr­
cmployee rate under such circum­
stances. Admittedly, this woultl be very 
strong mcdicine and is unlikdy lo bt: 
rcasib!c of adoption. Still anotht:r up· 
proach would he lo credit the employees 
wilh only half L•f the taxcd earnings if the 
cmploycr docs nol agree to p:iy the em­
ployer lax. 

/\1 the \'Cr} lca~ t. there should he 
C:•)lllpulsory l·u,·eragc of :ill prc,cnl c111-
pll•)'CCS \\hl1 arc not under :in cxi:.ting 
rcliremc111 plan anu of all new cm­
pluyees entering In the future , regardless 
of whellter CllVe1 t.:d under a r..:tiremcnt 
plan. 

·--·-··-- --·----------·--·---·------------·---- . 

NUMBER ONE! 
When you come to !Jon ltow:ird, vou come to Number One - · t~e le2der in the µlac:menl 
;ind rccru1l111g of M1tlrllc illll• Upper Managl!ment level pension exi?cullvcs and act ua11es. 
Whether you arc S<1lisfied w.lh your presen! position ,rntl woi.;ld consnJcr a chJng<: :md:?r 
the lllC•SI ideal conrlltiuns -· or me nr. livt? ly on the rrnir~el, y:>u mll lrm!, as lhousJ.1ds e;f 
ulhcrs. !h,1t whl'rt you sec Dllll llot1.1rd hrs!, you ni!t"!d us only. 

ltirouiih uur rictwork of ruf\ional offices. conveniently localed in the nation's ~~Y money 
center:;, I'll' arc k11lu11~te lo represent so11111 of the nali1111·s finest anti fas!e:;t vomng 
ronsul!irtH f11 111s and 111sura11cc companies. Currently vie ;,re engaged in a mwit:er of 
s!!archc~ lur cx11cricnccll c~nd1ll11tcs . lhes~ openings, in a wide choice of locale;. ~re in 
1111: $1 ~ li0,000 r;mgc. Send resume in strictest confidence, includinr. P.CO~raohica! and 
income requirnnents to the office of your preferP.nce. All fees 1>aid by employer. 

ci..'i:f~on HOWARD / Personnel Ire. 
No1 the•~t t. M1dJll~n tic 

J'.1ul Crcaory • 120 OroJdwJy • flew Yo1k, tl.Y. 1000~ . (212) 227·9000 
SoulhtJSI 

Richard Z1ober • 40 Matit l t.1 Slrrcl, II \II • Allant ~. C~ . JOJOl • !40~) 577·9630 
$oulh~~;I 

Don O•IJ11 e1 . 11llrlltyUnlo11 Iii~ ro ... ers . OJll.is, Jrus 75201 o (214)1·14·4616 
ltocky l~OUlllJIO e. Wr.\l Coast 

<;,,,,,.,,.u t1uo11"s . 1r.o SJ1110111 ~ St. • SJn frJnti~co, CJ. '.l<HO~ • (.t i !>) 391·7815 
1.11llwe~t & Ce11trul 

Ju111llobert1 • 6?Y/. \'/a)hlnRlon SI • Ch1c,1.:o. Ill. 60?02 • lll213J?·2J4 1 

I II I. \ ·I 11 f I\·.\ Ill. ,f/J(l I' ,off(/ UIS I CIU /• /; ,\ ' \ l(J,V .~.\'/I I \ ' \ r ' II, ·I \.'( t: /' hR.~O \ '.\Tl. 
_.t..)1_,,..!!,......_..........n...W"t••••1'\'M9l I d ............. - ..... ~-· i M Q • IQ. ~I 

·1 he anti·:»ckl'li1111 prohlem :t:»:.ociatcd 
"i I h th i: Sll\.'1:11 Sceu rity Cl" cra~c of 
~talc aml local l'1t1ployc1::» \\ i!l i:i:t \\ 11rse 
a11d '''Urse.: as 1i111c p:1s~c:. . This is hl'· 
c.:.IU:.e of th.: currcn1-c11·i1 li11.111.:i11c b:i.;is 
of Sot:i:il Sccurily, as ;1f?ai11·;t the ~1ctu:1-
rially-fundcd 11;.tur c of supplc111i:nlJf\' 
pi;n.;ion plans. As 1hc S\1ci.1l Sc.:uril) la~ 
rntes ri:>e, lh1:rc will he illl'rl·a.;ing fi ­
nnndul mlvanta!:cs ll• wiLhtlr:.iw :tnd sull­
stirnte 11 private plan . /\ccordi11gly, i11 the 
interest of al l parties <:oncc rn cd, prnmp l 
resolution of this pruhli:m h) Congrc:.s is 
e:.sentiul. 

If il is not possihlc 10 h:ivc cumpubM) 
coverage, the hcsl proc1:du re b l\l re· 
quire that, once coverage has hecn 
elected, withdrawn! shlluld not l•e 
allowed . 

Yet another approach Wliu lu be on the 
bc11dits side, so as lo pre\'cnl or 
ameliornh.: the windfalls 1lull employees 
may ~:cl when coverage· is terminated. 
One way \\ llttld he lo cu111p11lc (I) the 
Social Secu rily hcnclit h:1.;ecl un actual 
service with thc ('lrga n i~ at ion th:ll 
witht.lrcw and (2) suc.:h b.:ncfit h;tset.I 011 

such service plus all service wi1h thc or· 
ganizalion after the termi11:11ivn date ;ind 
up t11age62 (or priur uca lh ur clbJhilil~) 
at the prevailing salury r:tlc then ·1 hi:n, 
the "earned hcnefil" would he computed 
ns: item (2), times !he ratio of (.l) the 
totul CO\'ercd wugcs with lhc or!!Hnit:t· 
ti1'll hcfore wi1hclrawal to (4) sud1 total 
wuges plu s the pres11111ctl 011c.:s for 
sc.:rvit:e after lcrrninatin11. The "wi11dfall 
benefit" (the C>:CCSS of ilt.:111 (I) l•Ver 1h1.: 
·•earned benefit") WCluld he ck<lu..:tl'd 
frv111 the cumpuletl llllal bl'nl'lil h:t:»t·d 
1111:1ll1:l1\'1.: red employment. I 

/~ub1•r1 J. M J't'r.f, prof1•.1.tc1r of m·11111-
ri11/ .1cfr11c1• at Tc111pl1• U11ii·a.1r'1y, 11·111 

chii'( flC'ltlflfJ' 1•/ tltt' ,\'odtll SrL·t1ri1y 
1ltl111ini.drt1Jil111fr11111 / 9./7 lrJ llJitl. 1/1• i\ 
11 F1·/low 1111d / 11111 l'rl'.1·id1 •11 t of 1'1t• .\'11-
l'i1•t,r 'l A 1·11wrfrs ""'' " 111c1;1ba (11/r/ 

/
1(1.1/ l'r1'.\'itl1•11t of 1/r1· 1/111ait'1111 

.•I t'(f.!1•111,r oj .·lct1111ri1'>. 
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the 11 Adr.iinistrator'1), and· the T;;nru:TOP-Y OF ALASiCA (herein called the 11 Terri-

tory,11 represented by the Auditor of Ala.ska), by virtue of the authority con-

fe:-red upon them by lav, a~ae to extend, in cor.for.:u:ty '·rith Section 218 of 

the Social Security Act, as amended., the :insu=ance syste:!l <>.stablished by 

Title II of the Social Security Act to services per.fomed by. individuals as 

c~ployecs of the Territ9ry and as eraployees of those politic~l subdivisions 

' .. i J), " . ,,, . . ... . .... 
~IJ./ l ,.le ~ O! t11c ierr:ttory ll.s ved J.n vfie Appendix attached hereto and made a part here-

' of, q..~cept services expressly e'l':cluded from this agreement,, according to · the 

follo, .. 'ing terns and conditions : 

A. DEFIHITIONS 

For purposes of this agreement-

l., The term "political subdivision" incl\J.d.es an il1strumentality 

of (a) ·t.he Territory> (b) one or more pol'i.tical subdivisions of the Territory, 

or (c) the 'i'crr.itory and one or. more of its political subdivisions . 

2. The term "Employee" means an e;:;ployee as defined :in Section 

2lO(k) of the Social Security Act and shall include an officer of the Terri-

tory or of a political subdivision thereof. 

3. The te:::;:x;. "retire:aent system11 1:-:cans a pension) . annuity, ret:i.re:-

:;ent, or si:-::ilar fund or system ei.-;tablished b~r the Territory or by a political 

s~bdivision thereof. 

4. Tbe ter:n "coverage rrroup" =teans a coverag 1
; group as cefincd in 

Section 218(b)(5) of the Social Security Act. 

This n.5ree:te:1t includes ;: ll services pe:-f :>r:ned bj• individuals as 
I 

e:::.ployees br t~e Territory and as e.-:.ployees of t:io .e political sucdivisio:'..!; 

listed i.'1 the Appcr:dix attachd he::-eto, at.he:- t.ha:- services c:;:p1·c::;sl~r ej:cludcd 

t::~rc:in, and e;-:ccpt the foJ.2.owing: 

1. Any service parfor.n~.: by e.":lployccs !5 r..c::-,'ocrs of o.;iy co·:c~:r.::c 

• I 
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. , 
or a modification the;oeof, applicab~c to :;uch covcraGe c;ro~p, is e:-:ecuted; 

2. Service performed by an e;:;ployec wi;o is eoploycd to relieve 

him fro:i\ unc::iriloy:~cnt; 

· 3 . Service perfor-;r.ed in a hospital, hor.:e or other institution by 

a p:lt::.ent or ir..r.;ate thereof; 

4. Covered t:ra.'!.Sportation service (as den.ned in Section 210(1)) 

of the Social Security Act; ar.d 

5. Service (other than ag::-icultural :!.abor or service perforaed 

by a student) which is excluded :fror:l er..ploy&:'lent b~· any provision of 

Section 210(a) of the Social Security Act, other than paragraph (8) of 

such section. 

c ~ COi!TnioUTIO!~S BY THE 'i.'i::;RP..I'i'O~Y 

The Territory \·till pay to the Sec::-etary of the Treasury, at 

such time or times as the Administrator raay by regulation prescribe, 

a.-nounts equivalent to the sum of the taxes which would be imposed by 

Sections 11~00 and Jl;lO of the .Intemal Revenue Code if the services of 

e::1ployecs covered by this agreement constituted employment as defined 

in S ection 1.426 o.f such code . 

D. CG·;J>LIAECE hTi'H P.EGU-LATIONS 

The Territory will comply with such r egulations as the Aci.rrinis-

trator cay prescribe to carry out the purposes of Section 218 of the 

Social Securit.y Act . 

E . ~·:O:JI?ICi.TION 

'i'his agree.-nent will be modified at the request of the Territory 

.· 

to include political subjivisions or coverage groups , or both, in addition 

to those political subdivisions listed i.1 the Appen~ attached hereto, or 

to include. additional services not now included in this agree::e:it , such 

r..odifications to be cc71sistent Hith the provisior.s of Section 218 of the 

Social Secu:-ity Act . 

Tho Territo!".{, upon g::.vine at least tHo years' ad·:a::ce r.otic.:! i:1 

writing to the J,dr.inistr.:.tor, '!!'.2.Y te:-=.:..nate this aere~ent, eit~c:- i.1 its 
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cntiret;r or with respect to a:n;r cover2r;c t;rot:p, ei'1.'ective at the end of a 

calendar quarter specified in the notice; p:-oviden, ho;·revcr, that this aeree-

tt1c;'lt r.ia:r be tcm.i."1:.tcd i."1 its c:it~.rcty only. H' it hns been :.r. ei'fect, from 

the c i'fective date specified in Paragraph J hereof, for not less tha..."'l five 

years ~rior to receipt of such notice, and provided further that this agree-

mcnt oa~r be ter::iinatcd ,.,it~ i•espect to any covera~e ;roup only i! it has been 

in effect '·rith respect to such coverage group for not less than five years 

prior to receipt of such notice •. 

Ii the Ad.."l.inistrator, after reaso~able notice and opportunity for 

hearing to the Territor-.r, finds that the Terr.itory has failed or is no longer 

le,e~lly ab;i.e to comply substantially with ar...t provision of this agree."':lent or 

of Section 218 of the Social Security Act, he shall notify the Territory by 

~ivint; notice in writing to the Auditor of Ala.ska at June:u, Alaska., that 

t:1is Uf:::-ec.":tent will be etther ter.:d.nated in its entirety or will be temi-

natcd '·:ith respect to a.."ly one or more covera~e groups, at such ti.me designated 

in suci1 notice (but not later than two years from. the date thereof) as he 

~cc~s a?~ropriate, unless, prior to such ter.nination date, he finds that there 

r.o 10!1:.;er ls any such failure or that the cause for such legal inability has 

bee;i ;;e:;ioved. If, under Paragraphs G. or F hereof, this agreement is terr..i-

r.a ted with res ye ct to any coverage gro"J.p, such ter.::ine.tion shall be ef fo.ctive 

also with respect to any additional services in such coverase group included in 

c:?.~::-eement pursuant to any modification thereof under Paraeraph E. 

H. ADJUST!::SlIT AHD RSFlJ!-!DS 

Ir more or less than the correct amoW1t due under Paracraph C of t~is 

~.:;rec::ient is paid '·:ith respect to any pay:nent of remuneration, proper adjust-

!':lc:-;ts ·.:ith respect t.o the a.'":lounts so due s~1all be nade, without interest, \!?On 

s..:.cl• co:-iditions 1 in such I:'.anner, and at such tir:.es as the Acbinistrator by 

rc.:;ul~~ion 1:14y pre3cribe. If an ove~ay:::ent ca;-mot be adjusted he::-e~"lcer, ~o-

ft:.r.d. shall. !::>e r.ade in accorda.'1ce vi th Section 213 (h) (3) c~ the Soci.al 

Sccu:-it:r Act. 
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Para(!raph I of thi: asree:r.c:it , if the Te:-1·itory does not 1...a.kc, at the t:.r.ie 

l"r Limes due , the pa.ymer.ts provicieci for 'U!lder t!'lis agreenent, there shall 

be added, az p~rt of the a:io\!r\ts due, in~ erest at the rnte of si;: per 

ccnturu per .0.:\.111.!!l .rro::-. tho ae.t.o clu<:i "..t."1tU !nid; D.nrl. the Acl."':linistra.tor in his 

discretion, r.'l.."ly \·:ithout _prejudice to ot!1cr available ;;.cthods of collection, 

deduct such ~o:mts plu.s interest from an~· G..:\O'l:.Ilts,now or hereafter pro-

vidcd, which he may certify to the Secret'nry of the Treasury for payment to 

the Territory under any provision of the Social Security Act . AI:lounts so 

deducted shall be dee::!ed to r.ave been p.:?.id to the Territory under such provi-

sion of the Social Security Act . 

2 . ~ providing in Paragraph J o.r this agreer:ient f9r retroact ive 

coverage, in accordance with Section 218(i) of the Social Security Act, 

a.-r:ounts due from the Territory ur.der Paragraph C of this agreeaent, for the 

first and second calendar quarters ~: the calendar year 1951, shall not be 

deemed to be delinquent and subject to interest if paid to the Secretary of 

the Treasury not r.iore than 90 days aiter rl;ite of execution of 'this agrcenent . 

J . E1"1;-3CTTI'E DATE 

This agreetlent shall be effective as of January 1, 195i. 

? _...,. r ,_t: •· This agree::ient is entered into this-:..{. V\-day of.::2···".r.r..,...,.,,;1,-.,,. . • , 1951, 

} ~ , . •' . ---.-
by t(. · /.I/_.)~--: ... -:-....... ~: " •. J Co:r.missioner for Social Security, pursu-

/ .· 
a nt to ~ection 218 of (/he Social Security Act, actine herein by virtue of 

.:iuthority vested in him by Osca.r R. EwinJ, Federal .Security Administrator, 

i:i Federal Security Agency Order Ifo. 9 dated !-:arch 8, 1951; and the. Territory 

of nas1'.a, acting herein through Neil F . l·!oore, Auditor of Alaska, by vi:-tuc 

of the aut:1ority gra."lted by Chapter 95, Session LaHs of Alashl 1951, T-..:e:itie!.h 

Rccular Session of the Legislature of the Terri. totJ• of Alaska . 
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l. .Territory o! Alaska 

A. Territorial e.~ployees and office~s who were e.-:iployces on the 

effective date of t~e agree~ent , except that eQployees ter.zd.-

nated by death, or otherwise, during the inter-.ral bet,·reen the 

effective date of this r~troactive agreeoent (January 1, 1951) 

<:?.nd the date this agreenent is signed by ~he Co:m:!issioner 

cannot be included~ 

B. Excluded services : lfone 

c. Authorized Asent : Neil F. 1-!~ore 

1. Title: Auditor of Alaslca 

2 . Address : Juneau, Alaska 

D. Effective date of coverage: January 1, 1951 

E. Approximate number of e.-cployees covered:- ,?bo 
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BY AND BETWEEN 

THE STATE OF ALASKA 

AND 

ALASKA PUBLIC SERVICE EMPLOYEES , LOCAL NO. 71 

CbVERING 

LABOR, TRADES, AND CRAFTS UNIT EMPLOYEES 

PR EAMBLE 

Th is Agreement i s made and entered into this .4:J-~ l' 7 7 
, by and between the State of Alaska, hereinafte=rtreferred to as 

--,-..--,,.-,,_...-; 

the 11 Employer, 11 and Alaska Public Service Employees, Local No. 71, 
hereinafter referred to as the 11 Union. 11 

The Union shall be the only collective bargaining representati ve 
recognized by the Employer under the terms of this Agreement. 

WITNESSETH, That 

Whereas , it is the intent and purpose of the parties to set forth herein 
the entire Agreement covering hours of work, rates of pay and conditions 
of emp'Joyment between the parties; and 

WHEREAS, the Employer and the Union jointly agree to perform faithfu lly 
the obligations imposed by this Agreement; 

NOW THEREFORE, in consideration of the mutual promises and covenants 
contained herein, it i s hereby agreed as follows: 

1 

./ 



BY AND BETWEEN 

THE STATE OF ALASKA 

AND 

ALASKA PUBLIC SERVICE EMPLOYEES, LOCAL NO. 71 

COVERING 

LABOR, TRADES, AND CRAFTS UNIT EMPLOYEES 

PREAMBLE 

This Agreement is made and entered into this J'-·~~ l' 7 7 
, by and between the State of Alaska, hereinafteY:creferred to as 

..,..,----,.,..,,=--. the "Employer," and Alaska Public Service Employees, Local No . 71 , 
hereinafter referred to as the "Union." 

The Union shal l be the only collective bargaining representative 
recognized by the Employer under the terms of this Agreement . 

WITNESSETH, That 

Whereas, i t is the intent and purpose of the parties to set forth herein 
the entire Agreement covering hours of work, rates of pay and conditions 
of employment between the parties; and 

WHEREAS, the Employer and the Union jointly agree to perform faithfully 
the obligations imposed by this Agreement; 

NOW THEREFORE, in consideration of the mutual promises and covenants 
contained herein, it is hereby agreed as follows: 
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ARTICLE I 

PURPOSE 

It is the objective of the parties that the obligation of the 
Employer for the successful conduct of its business and the ful f illment 
of its responsibilities to the employees covered by this Agreement be 
carried on without interference arising from differences between the 
parties. 

The Union, representing the employees of the Employer, ~nd the 
Employer desire to establish and ma intain, through harmonious cooper­
ation, a standard of conditions and procedures to provide for orderly 
collective bargaining relations, prompt and equitable disposition of 
grievances, and fair wages, hours and working conditions for the em­
ployees covered by this Agreement. 

ARTICLE II 

RECOGNTTION 

The Employer recognizes, duri ng the term of this Agreement, the 
Union as the sole and exclusive collective bargaining representative for 
all employees working in the classifications in the Labor, Trades and 
Crafts Unit and as the representative of all such employees in inter­
preting this Agreement and adjusting disputes. 

ARTICLE III 

UNION ACTIVITIES 

The Empl oyer agrees that it will not in any manner, directly or 
indirectly , attempt to interfere between any of its employees and the 
Union; it will not in any manner restrain or attempt to restrain any 
employee from belonging to the Uniun or from taking an active part in 
Union affairs; and thc1t it will not discriminate against any employee 
hecause of his Union membership or lawful Union activity. 

ARTICLE IV 

PREFERENTIAL HIRING FACILITIES 

1. The Union agrees to mai ntain preferential hiring facilities for the 
purpose of soliciting qualified workmen in order to fill all requis i tions. 
The Employer agrees to use such services and wi ll call upon the Union to 
furnish all the qual i fied workmen required in the classifications herein 
from among the most qualified. 
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2. The parties to this Agreement shall create a joint hiring col111littee , 
within thirty (30) clays of the signing of this contract, composed of not 
more than two (2) Employer representatives, and not more than two (2) 
Union representatives to supervise and control the operation of the job 
referral system herein. The joint hiring com1i1ittee is empowered: 

a. To establish any and all rules and regulations from time to 
time th~t it deems advisable for the operation of the job-referral 
plan. 

b. To hear and determine any and all disputes or grievances arising 
out of work registrations, work referrals and the preparation of 
the referral-registration lists . Any applicant or registrant shall 
have a right of appeal of any dispute or grievance arising out of 
and relating to the operation or functioning of the job referral 
plan to the joint hiring committee. 

The joint hiring committee shall provide in the rules and regulations 
of the job referral plan for an appeal to an impartial · umpire whenever 
the joint hiring committee reaches a deadlock over a dispute. The 
impartial umpire shall be designated by mutual agreement of the parties, 
a.nd if they shall be unable to agree upon the impurtial umpire, he shall 
be selected in the manner provided under the disputes provision of this 
Agreement. The a1.1thority of the impartial umpire shall be limited to 
interp1·eting and applying the rules and regulations of the joint hiring 
committee. 

All decisions of the joint hiring commi ttee or the imparti a 1 umpire 
shal l be final, binding and conclusive on all parties including applicants. 

If any questions arise as to the qualifications and competency of 
an applicant for registration as to special skills or ability, the joint 
hiring committee shall make the determination . Such determination shall 
be fair and impartial without regard to the applicant's membership or 
nonmembership in the Union. 

3. Selection of applicants for referral to jobs shall be nondiscrimin­
atory, and shal l not be based on nor affected by race, creed, color, 
age, SPX, national origin or political affi li ation or activity. The 
Union agrees that it will not discriminate against non-Union workmen in 
referring workmen to the Employer, and the Employer agrees that he will 
not discriminate against Union workmen in selecting job applicants 
referred to him by the Union. 

4. The parties recognize the primary importance to employ citizens of 
Al aska. Both the Union and the Employer shall give first preference to 
qualified residents of Alaska. Also, preference shall be given to 
qualified residents in the immediate area of the job call. 

5, The Employer retains the right to reject any job applicant, but the 
applicant and the Union shall be entitled to the reason for such rejection. 
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6. In the event the Union is unable to supply the Employer with qualified 
workmen within forty-eight (48) hours (Saturdays, Sundays and holidays 
excluded) when called upon by the Emplnyer, the Employer may procure 
~orkmen from other sources; provid~d, however, that in such instances 
the Employer shall promptly furnish the Union with the names of such 
workmen, their classification and date of hiring. ·In any emergency 
resu 'lting from an act of God or natural disaster, the Employer may 
temporarily procure workmen from any source. 

7. It is further agreed that all workmen employed by the Employer who 
are not already members shall become members of the Union on or before 
the thirty-first (31st) calendar day following the beginning of employment 
or the effective date of this Agreement, whichever is later, and all 
employees shall ~-~~ tain membership in the Union as a condition of 
employment durins che life of this Agreement. All requests by the Union 
for the dismissal of any employee for failure to comply with this provision 
shall be in writing. 

8. Within a five {S) day period after reporting to work each new 
employee within the bargaining unit shall be informed as to the identity 
of the Union steward, chief job steward or a Union representative by the 
supervisor in the activity to which such employee will be regularly 
assigned. Each employee transferred from a section or shift shall 
likewise be informed. 

ARTICLE V 

UNION RESPONSIBILITY 

1. The Union assumes all obligations and responsibility for the continued 
membership of its members and the Union shall retain the right to discipline 
its members. No workman shall be discriminated against for the upholding 
of Union principles, and any employee who works under the instructions 
of the Union, provided such instructions are in compliance with the 
Agreement, or who serves on a committee shall not lose his position or 
be discriminated against for this reason. 

2. The Union agrees that this Agreement is binding on each and every 
member of this bargaining unit and that its members, individually or 
collectively, accept full responsibility for carrying out all the provisi0ns 
of this Agreement. 

3. It is the respon:;ibility of the Employer- to manage tt1 r~ work force. 
It is the responsibility of the parties to promote such praLtices as 
will improve the quality of service provided and the working conditions 
of the members. The Union agrees that it will actively dissuade excessive 
absenteeism and other pract'ices which may hamper the Employer's operation 
and that the Union will support the Employer 1s efforts to eliminate 
waste and inefficiency, to imp·ove the quality of workmanship and to promote 
harmonious relations between the Employer and employees. 
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4. The Union agrees to ·make every effort to see that the members 
working under this Agreement obey al l reasonable rules, instructions and 
regulations prescribed by the Employer . 

ARTICLE VI 

RECOGNITION OF RIGHTS. AND FUNCTIONS OF MANAGEMENT 

l. Except as provided in this Agreement, nothi ng herein limits the 
Employer in the exercise of the rights of ownership and management . 
Accordingly, the Employer has, among others, the right: to select its 
supervisory personnel (supervisors as defined by the Alaska State Labor 
Relations Agency); to hire new employees, to discipline , suspend or 
discharge employees for just cause; to decide and determine and designate 
all occupational classifications it has to offer its employees, to 
assign duties and responsibilities to employees, to make such rules and 
regulations as the Employer considers necessary or advisable for the 
orderly and efficient conduct of its operations and to require employees 
to observe such rules and regulations; provided, however, the exercising 
of the aforementioned rights is not inconsistent with the provisions of 
this Agreement. 

2. All of the functions , rights, powers and authority of the Employer 
not specifically abridged, delegated or modified by this Agreement are 
recognized by the Union as being retained by the Employer. 

3. The Union recognizes that the continuity of certain work is imperative 
to the public service mission of the Employer, and if a work stoppage 
should occur, management and all other personnel not covered by this 
Agreement, including guards, firemen, and other protectors of public 
safety and health, sha ll be permitted to perform their respective functions 
without interference by the Union or its members . 

ARTICLE VII 

PROTECTION OF RIGHTS 

1. PICKET LINE . It shall be a violation of this Agreement and it shall 
be cause for disciµlinary action in the event an employee refuses to go 
through or work behind any primary picket lines unless such line is 
sanctioned by the Alaska Public Service Employees Local #71 and the 
participating Internationa l Union (Laborers International Union of North 
America}. The Employer specifically retains all of its rights under 
AS 23 .40.200. 

2. STRUCK GOODS. It shal l not be a violation of this Agreement and it 
shall not be cause for discharge or discipl inary action if any employee 
refuses to perform any service whi ch the Employer undertakes to perform 
as an ally of any Emplo)~r or person whose employees are on strike, and 
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which service, but for such strike, would be performed by the employees 
of the Employer or person on strike. Nor shall the exercise of any 
rights permitted by law be a violation of this Agreement, unless such 
exercise is precluded by this Agreement. 

3. LOST OR DAMAGED PROPERTY. Employees shall not be responsible for 
lost, stolen or damaged property except in case of proven negligence or 
deliberate act. This shal l include the use of credit cards for any 
purpose or any other method of giving credit. The Employer shall pro­
vide an adequate checking system to protect the Employer and employee. 

4. a. From and after the date of acceptance of this Agreement, the 
parties shall be governed by the following in contracting or sub­
contracting involving the performance of work of classifications 
covere~ by this Agreement, in towns and cities of over 2,500 
population, which would directly result in the layoff of permanent 
or probationary employees covered by this Agreement. 

The Employer shall require the contractor or subcontractor to 
pay the hourly wage rates established in the agreement for all such 
work plus the additional hourly rate established in Article XIII, 
Section 8 of the Agreement as 11 in lieu of" benefits. It is agreed 
that the above-mentioned 11 in lieu of" amount may be reduced only by 
the amount of actual cost of benefits paid by the contractor or 
subcontractor. To insure compliance with this section, the Employer 
shall require the contractor or subcontractor to furnish a certification 
of wages and/or any certified cost of benefits paid upon written 
request. Such certified information shall be furnished to the 
Union upon reasonable written showing of suspected non-compliance. 
In addi'.ion, the Employer shall furnish to the Union a copy of each 
new or renewal contract. If the contractor or su~contractor is 
found to be out of compliance, the Employer agree5 to take all 
reasonable steps to enforce the requirements of tri ~ section, 
including without limitation, terminating the contiact or subcontract 
if compliance cannot be otherwise obtained. 

Prior to the contracting or subcontracting of any work covered 
by the Agreement which would result in the layoff of permanent or 
probationary employees, the Employer agrees to conduct a cost 
efficiency study. Unless such study shows that the work can be 
performed by the contractor or subcontractor with less cost to the 
Empl ayer, no probationary/permanent employee sha 11 be laid off and 
replaced by contracted or subcontracted work. 

All work pei"formed on motor vehicle. s oN' ich is typically associated 
with work done by private service stations (e.g. tires, lights, fan 
belts, wipers, etc . ) shall be free from the requirements of this 
section. Other vehicle repair and overhaul service work shall be 
~erformed in State facilities except in extreme emergencies. All 
State-owned vehicles shall contain a maintenance/repair instruction 
packet outlining the foregoing language. 
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b. LEASING, RENTAL, ETC • . All dl·ivers and operators of owned, 
leased, or rented equipment used in operations covered by this 
Agreement shall be employees of the Employer or members of a Union 
consistent with the kind of work to be performed. 

5. OVERLOADS. In the event an employee is arrested with an overload, 
the Empl oyer shall pay al1 fines upon conviction, and the employee shall 
be paid for the time spent in service of the Employer, provided the 
employee has not loaded his cargo contrary to the fostructions of his 
supervisor. 

6. REVOCATION OF LICENSES. In the event an employee shall suffer a 
revocation of his license because of violations of any federal, st~te, 
or city law by the Employer, the Employer shall provide suitable and 
continued employment for such employee, at not less than his hour1y rate 
of pay at the time of revocation of the employee's license for the 
ent 'ire period of revocation of the license, and the emp 1 oyee sha 11 be 
reinstated to the seniority he held prior to revocation of his license, 
after his license is restored. 

7. The parties agree that there shall be no strikes or lockouts during 
the 1ife of this Agreement, except as provided in Article IX, section 2, 
paragraph (c). 

ARTICLE VI I I 

DISCHARGE 

1. The Employer retains the right to discharge a permanent employee 
for just cause such as imcompetence, unsatisfactory performance of 
duti es and unexcused absenteeism. The Employer further agrees that the 
Union Office in the employee's district shall be notified forty-eight 
(48 ) hours prior to written notice to the employee of the reason for 
such discharge . A copy of the notice to the employee will be forwarded 
to the District Office of the Union. The Employer further agrees that 
\'lith the exception of drunkenness, dishonesty, gross disobedience or 
abandonment of duties, all permanent employees shall be given two (2) 
weeks notice or two (2) weeks pay prior to discharge. 

f'1ll permanent. employees shall give the Employer two (2) weeks 
notice in writing, except in emergencies, before leaving their employ­
ment. The subsequent referral of an employee not meeting this require­
ment may be refused by the Employer for a ninety (90) day period commenc­
i na on the last working day of the emp.ioyment period for which the 
required t\~o (2) weeks notice was not received. 

2. TERMINATION SLIP. It shall be mandatory that the Employer fur : ish 
each employee a termination or layoff slip showing the actual reason for 
termination. 

3. For the purpose of this Agreement, 11 cause 11 as related to discharge 
for cause for employees other than permanent shall mean: incompetence, 

7 



. . 

unsatisfactory performance of duties, unexcused absenteeism, as well as 
drunkenness, <lishonesty and gross disobedience, it being understood that 
such rules shall be posted for the benefit cf the employees. Discharge 
slips shall contain the specific reason for discharge. Employees other 
than permanent discharged or terminated under the provisions of this 
section shall have appeal rights through Step #3 of the grievance proce­
dure. 

4. The Employer retains the right to discipline or suspend an employee 
for just cause but agrees that the Union Steward or a paid Union repre­
sentative shall be notified in writing concurrent with written notice to 
the employee. The Employee further agrees that the Union Steward or 
representative shall be present, if requested by the employee, during 
all stages of conduct of hearings determining such matters. 

ARTICLE IX 

CO~PLAINT & GRIEVANCE PROCEDURE 

1. COMPLAINTS. A grievance shall be defined as any controversy or 
dispute arising between the Union or an employee of the bargaining unit 
and the Employer. Having a desire to create and maintain labor relations 
harmony, the parties agree that they will promptly attempt to adjust all 
complaints, disputes, rontrov~rsies or other grievances arising between 
them involving questions of interpre•ation or application of the terms 
and provisions of this Agreement or other controversy or dispute having 
occasion to arise between the parties. If differences or disputes of 
any kind arise between the Union or the employee covered herein and the 
Employer, the Union or the aggrieved employee, as the case may be, shall 
use the following procedure as the sole means of settling said differerce, 
dispute or controversy. 

STEP ONE: The employee may report in writing to the Steward or designated 
representative of the Union any grievance that arises between the employee 
and the Employer . The designated representative will attempt to resolve 
the matter between the parties on the job irrunediately. 

STEP TWO: Failing to agree at Step One, the grievance shall be r2ferred 
in writing to the executive head of the department or agency in which 
the grievant(s) is (are) employed within ten (10) days after receipt of 
a response. The executive head of that department or agency shall 
answer the Union representative within ten (10) working days in writing. 

STEP THREE: If the grievance cannot be settled as outlined in Ste~ Two, 
the grievance may be submitted by the Union for settlement to the 
Commissioner of the Department of Administration within ten (10) calendar 
days after completion of Step Two. If the grievance has no~been settled 
in writing within twenty (20) v1orking days after receipt by the Commissioner 
either party may proceed to Step Four of this Article if the nature of 
the grievance falls within the scope of Step Four. Date of receipt 
shall constitute date of answer. Ir the event the matter is settled by 
written agreement between the Union representative and the Commissioner 
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of Administration~ such written agreement shall have the same force and 
effect as a decision or award of t he arbitrator and be final and binding 
on each of the parties and they will abi de t hereby. Should either party 
fail or refuse to abide by the written agreement, the prevailing party 
shall be free to take whatever action it deems necessary and such action 
will not be considered in violation of this Agreement. 

STEP FOUR: Arbitration . Any griev~nce which involves the application 
or interpretation of the terms of this Agreement or is an appeal from 
demotion or dismissal of a permanent employee, or an appeal from dis­
missal of a probati onary employee holding permanent status in another 
classification, which i~ not settl ed at Step Three may be submi tted to 
arbitration for settlemento If either party desires to demand arbitra­
tion, the request must be received in writing within twenty (20) days of 
the receipt of the completed Step Three grievance. The parties will 
meet within ten (10) days to strike names. 

Any dispute 11.ust be brought tc the attention of tl1e Employer th..-ough the 
Union within t h1 1·ty (30) worki ng days of the effective date of the 
disputed actior or the date the employee is made aware of the action, 
whichever is later , to receive the attention of the Uni on and the t ' .2 vf 
this grievance procedure. A dismissal, demotion or suspension gri ~vance 
must be brought to the attention of the Employer through the Union 
wi thin ten ( 10) c!ays of the effective date of the action or the date the 
employee is made a~1are of the action, whichever is later, to recei ve the 
assistance of the Union and the use of this grievancE procedure. 

2 • BOARD 0 F ARB I'fRAT ION. 

a. Within thirty (30) days of the signing of the Agreement, the 
Employer and the Union will jointly request from the United States 
Federal Mediation and Conciliation Service the names of seven (7) 
qua l ified .arbitrators. Either party may at any time request a new 
li st of arbi trators during the l ife of t his Agreement . Such list 
shall be effective upon its receipt. 

b. In the event that arbitration becomes necessary the arbiter 
wil l be selected by the Union and the Employer by alternately 
stri king from the United States Federal Mediation and Conci liati on 
Service l i st one (1) name at a time unti l only one (1) name remains 
on the list . The name of the arbitrator remaining on the list 
shall be accepted by the parties and arbitration sha ll cOfillllence 
within fifteen (15) calendar days thereafter, unless otherwise 
mutually agreed to by both parties . 

c. During the process of the above procedure, there shall be no 
stri ke or lockout which is i n any manner related to this grievance. 
The parties agree that the d~cisions or award of the arbitrator 
shal l be fi nal and bi nding .on each of the parties and that they 
wi 11 abide thereby. The authority of the arbitrator sha 11 be 
1 imited to questions di 1·ectly involving t he interpretation or 
application of specific provisions of this Agreement, and no other 
matter sha 11 be subject to arbitration hereunder. The arbitrator 
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shall have no authority to add to, subtract from or change any of 
the terms of this Agreement, to change an existing wage rate or to 
establish a new wage rate except as provided in Article XIII, · 
Section 2 and Section 4. Should either party fail or refuse to 
abide by the arbiter 1 s decision, the prevailing party shal l be free 
to take whatever action it deems necessary, and such action will 
not be considered in violation of this Agreement. 

d. The arbitrator shall render his decision within 30 days fol­
lowing the final day of the arbitration hearing unless mutually 
agreed to by both parties. 

Expenses incident to the services of the arbitrator shall be borne 
entirely as designated by the arbitrator. The arbitrator shall 
assign such expense to the losing party. If, in the opinion of the 
arbitrator, neither party can be considered the losing party, then 
such expenses shall be apportioned as in the arbitrator's judgment 
is equitable. 

ARHCLE X 

REPRESENTATIVES 

1. The Union shall have represer · 1tives who are not empl oyees of the 
Emp'loyer who sha 11 be authorized to speak for the Union in a 11 matters 
governed by this Agreement and shall be permitted to visit any work area 
at any time with advance notice to the person in charge. 

2. In addition to the above, the Union may, upon written notice to the 
Employer, authorize Shop Stewards from among the employees of the Employer 
to carry out the intent and purposes of Articles VIII and IX. 

ARTICLE XI 

EXAMINATION OF RECORDS 

The Union representative shall have the right to examine specific 
emp·1oyee's records pertaining to wages, hours and conditions covered by 
this Agreement. The Employer shall make available original or copies of 
the original records for the examination by the Uni on representative, 
upon eight (8) working hours' written notice from ~he Union to the state 
office where the record is avai lable . 

ARTICLE XII 

CHECKOFF 

Whenever an employee coming under the terms of this Agreement 
executes and delivers to the Union, who will deliver to ~he Employer, a 
proper written assignment for the deduction of Union du~s and initiation 
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fees from his wages, and the financial secretary of the Union notifies 
the Employer that such Union dues are due, the Employer agre~s to make 
such deductions within thirty-one (31) days from the date of the notifi­
cation to remit to t l1e Union the amount so deducted from each. All 
employees in the bargaining unit on the Employer's payroll on the effec­
tive date of this Agreement ~no have previously executed a proper writ­
ten assignment shall continue to have their assigned dues and initiation 
fees d~1ucted from their wages. Upon receipt of a proper written essign­
ment, t ~ · Employer shall deduct from the pay of each new employee in the 
unit such assigned dues and fees for the period specified so long as he 
remains in the unit . Such deductions shall commence not later than the 
pay period following the first full pay period after proper authoriza­
tion is received by the State. 

"Proper written assignment 11 shall mean an :}Uthorh:ation exer.uted 
by the employee for deductions of dues and fees in an amount as speci­
fied by the financial secretary of the Union. The amount of dues and 
fees to be deducted shall · be those amounts as specified to the Di rector 
of Personnel and Labor Relations by the Union financial secretary. 

The Employer agrees to provide to the Union once each month a list 
of employees showing the amounts deducted from each. This list will 
al~ o include all employees and their classifications working under the 
jurisdiction of this Agreement. No other employeP organization shall be 
accorded payroll deduction privileges with regard to th is bargaining 
unit. 

Al l dues and initiation fee assignments ex~cuted by employees 
shall be effective for as long as such emplavee is employed by the 
Employer in classifications coming within thb purview of this Agreement. 
However, assignments may be cancelled by an em~loyee who gives notice in 
writing to the Employer within the ten (10) day period immediately 
preceding the first or subs~quent anniversary oate of this Agreement. 
The State will continue to deduct the current t en cents (10¢) per hours 
additional dues until such time as the amount is changed by not ification 
of the Business Manager . 

ARTICLE XI !I 

CLASSIFICATION AND WAGES 

1. a. In the event that work done places the employee in one or more 
of these classifications when so directed by the Employer, then the 
Employer agrees to pay such employee acc~rding to the highest-rated 
classification worked provided the empl cyee works for a minimu~ of 
three hours at a higher-rated wage grade at the direction of the 
Employer, he shall be paid at the higher wage grade for the entire 
.shift. Temporary performance of a higher rated classification 
shall not result in a change in classification of a position unless 
such temporary work is in excess of thirty (30) consecutive days. 
The hiqher rated classification shall be filled in accordance with 
the previsions of Article XXII, Section 3. When an employee is 
requested to work in a lower wage group due to a temporary fluctu­
ation in work he shall receive his regular rate of pay for all such 
lower-rated work performed. 
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STATE OF ALASKA 
LABOR, TRADES AND CRAFTS 

STEP STEP SERVICE BONUS INCREMENTS 
WAGE GRADE A B c D E 

50 ST 12 .12 14 . 74 14.94 15. 14 15. 24 
I-A 1-1/12 18. 18 22. 11 22.41 2?..71 22.86 

2 OT 24.24 29 . 48 29.88 30 . 28 30.48 

51 ST 11 . 45 13. 90 14 . 10 14 . 30 14. 40 
I 1-1 /2 17. 18 20.85 21 . 15 21. 45 21 . 60 

2 OT 22.90 27 . 80 28.20 28.60 28.80 

52 ST 10. 77 13. 07 13. 27 13 .47 13. 57 
II 1- 1I2 16. 16 19. 61 19 . 91 20. 21 20.36 

2 OT 21 . 54 26 . 14 26.54 26.94 27 . 14 

53 ST 9 . 99 12. 24 12 . 44 12.64 12. 74 
II I 1-1/'2 14.99 18. 36 18 . 66 18. 96 19 .11 

2 OT 1g . 98 24 . 48 24.88 25 . 28 25.48 

:: 

54 ST 9.31 11. 41 11. 61 11 .81 11 . 91 
IV 1-1/ 2 13. 97 17 . 12 17.42 17 . 72 17 . 87 

2 OT 18.62 22.82 23.22 23.62 23.82 

55 ~T 8. 75 10 . 69 10. 89 11. 09 11 . 19 
v 1 -1/2 13.13 16. 04 16. 34 16 . 64 16 . 79 

2 OT 17. 50 21.38 21. 78 ?.2. 18 22.38 

56 ST 8. 19 9.98 10. 18 10. 38 10.48 
VI 1-1 /2 12.29 14 . 97 15.27 15. 57 15.72 

2 OT 16 . 38 19. 96 20 . 35 20.76 20 . 96 

57 ST 7.74 9.39 9.59 9 . 79 9 . 89 
VII 1-1 I2 11. 62 14. 09 14. 39 14.69 14 .84 

2 CT 15.43 18.78 19 .18 19 . 58 19 .78 

58 ST 7.29 8. 78 8.98 9 . 18 9.28 
VII I 1 ·· l/ 2 10.94 13. 17 13 .48 13 . 77 13. 92 

2 OT 14 . 58 17. 56 17. 96 18.35 18.56 

59 ST 6.85 8 . 32 8. 52 8.72 8.82 
IX 1-1 /2 10. 28 12.48 12.78 13.08 13. 23 

2 OT 13. 70 16. 63 17. 04 17.44 17. 64 

60 ST 6.36 7 . 56 7.76 7.96 8 . 06 
x 1-1/ 2 9.54 11 . 34 11 . 64 11 . 94 12 . 09 

2 OT 12. 72 15. 12 15. 52 15 . 92 l6 . 12 

61 ST 5. 85 IJ.80 7.00 7 . 20 7.30 •, 

XI 1-1I2 8. 77 l 0 . 20 10. 50 10.80 10. 95 
2 OT 11. 70 13. 60 14 . 00 l lLlll 1 11 r-n 



b. Effective January 1, 1977, the schedule of wages shall be 
increased by fifty-five cents (55¢) per hc ~r, less four cents (4¢) 
per hour for Health and Security contributions (in addi t ion to the 
eighteen cents (18¢) per hour present ly withheld ) . The hourly 
rates to be paid shall appear as follows : 

A B 

Wage Group IA $11. 53 $14.03 
Wage Group I 10.89 13. 23 
Wage Group II l 0.25 12.44 
Wage Group I II 9. 50 11 .65 
Wage Group IV 8.86 10.86 
Wage Group V 8.32 10. 17 
Wage Group VI 7.79 9.49 
Wage Group VII 7.36 8.93 
Wage Group VII I 6. 93 8.35 
Wage Group IX 6. 51 7. 91 
Wage Group X 6. 05 7 .1 9 

Should the Consum~r Price Index for Anchorage rise more than 6% 
during calendar year 1977 , the EmplJyer agrees that the above schedule 
of hourly rates shall be increased one percent for each full percentage 
point above six that the Consumer Price Index rises effecti ve February 16, 
1978, and shall be retroactive to the beginning of the calendar quarter 
in which the r i se i n the Anchorage Consumer Price Index exceeded six 
percent. 

The hourly rates for calendar year 1978 shall be the rates shown 
above, as adjusted on February 16, 1978, with the addition of 5% prepay­
ment on the cost-of-1 iving effective January 1, 1978. 

Should the Consumer Price Index for Anchorage r ise more than 6% 
during calendar year 1978, the Employer agrees t hat the above schedule 
of hourly rates, as adjusted effective January 1, 1978 , sha ll be increased 
one percent for each full percentage point above six that t he Consumer 
Price Index rises effective February· 16, 1979, and shal l be retroactive 
to the beginning of the calendar quarter in which the rise in the Anchorage 
Consumer Price Index exceeded six percent . 

The hourly rates for calendar year 1979 shall be the rates shown 
above, as adjusted on February 16, 1979, with the addition of 4 1/2% pre­
payment on the cost-of- living effective January 1, 1979. 

In all cases of wage increase prescribed in this section, computations 
will be based on the schedule of wages increased by the wages contributed 
to the Trust. 

The Union reserves the right to adjust the distri bution of wages 
between the schedule of wayes and the contribution to Health and Security 
Trust during the term of this Agreeement based on actuarially establish~d 
facts. 

12 



The Job Classifications are as follows: 

Wage Group IA 

Airport Maintenance Foreman 
Engineering Technician VII I 
Occupational Safety Compliance Officer 
Electrical Inspector 

Wage Group I 

Hi ghway Maintenance Foreman 
Automotive Shop Foreman 
Building Maintenance Foreman 
Equipment Operator Foreman 
Electrician Foreman 
Electronic Techn ician Supervisor 
Engineering Technician VII 

Wage Group II 

Traffic Control Equipment Technician 
Highway Mai ntenance Foreman 
Maintenance Mechanic 
Electrician 
Aircraft Sheet Metal Mechanic 
Engi neering Technician VI 
Safety Consultant 
Electronic Technician 

Hage Group ill 

Mechanic Leadman 
Equipment Operator 
Heavy Duty Mechanic 
Ori 11 er 
Trades Leadman 
Cook IV 
Engineering Technician V 
Materials Lab. Technician III 
Partsman II 
Plumbing Inspector 
Stationary Fireman III 
Aircraft Mechanic 
Party Chief 
Traffic ~ontrol Technician 

Wage Group IV 

Mechanic 
Maintenance Man 
Equipment Operator 
Plumber 
Ori 11 er 
Painter 
Carpenter 



.. 

Stationary Fireman II 
Instrumentmctn 
Inspector I II 
Higbway Engineering Technician V 
Materials Lab. Technician II 
Storekeeper I II 
Sign Painter 

Wage Group V 

Maintenance Man 
Equipment Operator 
Driller 
Engineering Technician IV 
Inspector II 
Highway Engineering Technician IV 
Housekeeping Supervisor 
Partsman I 

Wage Group '/ I 

Equipment Operator 
Labor Foreman I 
Cook I II 
Electronic Technician Assistant 
Materials Lab . Technician I 
Storekeeper II 
Head Chainman 
Ground sman Supervisor 

Wage Group VII 

Equipment Serviceman 
Equipment Operator 
Trades Helper 
Cook II 
Engi neering Techrician III 
Inspector I 
Equipment Dispatcher 
Groundsman 
Highway Engineering Technician Ill 
Materials Lab. Technician Aide II 
Stockhc.indler 
Rear Chainman 
Laundry Supervisor 

Wage Group VIII 

Laborer 
Building Custodian 
Storekeeper I 
Assistant Groundsman 
Custodial Worker II 
Laundry Wor~er II 
Housekeeping Aide III 
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Wat e Group IX 

Cook I 
Clothing Clerk 
Engineering Technician I I 
Highway Engineering Technician II 
Senior Food Service Worker 
Materials Lab . Technician Aide I 
Janitor 

Wage Group X 

Custodial Worker I 
Housekeeping Aide I 
Laundry Worker I 
Food Service Worker 

c. New employees will enter the schedule at step A ~nd shal l 
remain in that step for 120 calendar days, at whi ~h tim~ the ern~loyee 
shall be placed in step B. 

d. Former employees rehired into a job class in whi ch they held 
permanent/probatio~ary st at us for a period of six (6) consecutive 
months within two (2) years immediately preceding their rehire 
shall be moved from Step A to Step B after thirty (30) caler.dar 
days, other provisions of this Agreement notwithstanding. 

2. JOB CLASSIFICATION. The specifications of job classifi cations 
regarding skills , abilities , experience, work requirements and duties 
shall be established by the Employer. 

a. Following the s~gning of this Agreement, the parties agree to 
conduct a· study to review all class specifications and j ob descrip ­
tions of the State within the bargaining unit following which the 
State wi ll establish ne\'1 classifications wher·e necessary, delete 
cl assifications where necessary, establ i sh and adopt new class 
specifications, anrl allocate cl assifications to existing wage 
groups. In addition , the study shall include a review of the wage 
group allocations of existing classifications; disputes on the 
all ocation of existing classifications to existing ·~age groups 
shal l be resolved as provided in subsecti on b below. 

b. The following shall be the procedure for handl ing disputed 
actions on classifications covered by this Agreement . 

1. The Union shall notify in writing the Commissioner of the 
Department of Administrati on of its disagreement with the 
classific~tion of an individual position or classification 
covered by this Agreement , with a copy to the Commiss ioner of 
the operating department in which the dispute arises. Such 
notice shall include ~ull details on the signifi cant duties 
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and responsibility of the disputed position or classification, 
an analysis showing why the position or classification should 
be re-allocated and should be supplemented by examples of work 
when practical and appropriate. 

2. The Commissioner of Administration shall investigate the 
complaint, and the parties will meet within ten (10) days of 
receipt of the complaint to resolve the issue. 

3. If the issue remains unresolved, the parties shall select 
an arbitrator, as provided in Article IX, section 2 b. The 
arbitrator shall have no authority to establish a wage rate or 
classification not contained in the Agreement. The arbitrator 
shall have authority to provide retroactivity not exceeding 
thirty (30) days prior to the Union's filing of the complaint 
with the Employer. The decision of the .arbitrator shall be 
final and binding. 

c. It is understood the Employer will have need for employees 
with special skills and abilities. The Union agrees to refer 
persons possessing such skills and abilities and to honor all such 
bona fide requests. 

3. SERVICE BONUS. An employee with seven (7) years of continuous 
probationary/permanent service with the Employer shall be paid an add­
itional twenty cents (20¢) per hour above his base rate of pay, commencing 
on the first day of the pay period following the fulfillment of the 
service requirement. 

An employee with nine (9) years of continuous probationary/per­
manent service with the Employer shall be paid an additional forty cents 
(40¢) per hour above his base rate of pay, commencing on the first day 
of the pay period following the fulfillment of the service requirement. 

An employee with eleven (11) years of continuous probationary/per­
manent service with the Employer shall be paid an additional fifty cents 
(50¢) per hour above his base rate of pay, commencing on the first day 
of the pay period following the fulfillment of the service requirement. 

The , ltes listed above shall not be cumulative, and the additional 
rate listed for the specified length of continuous servic ~ with the 
Employer shall be the total amount paid for that length of service. No 
emp~oyee who is receiving a service bonus on the effective date of this 
Agreement shall suffer a reduction of that bonus through the implementa­
tion of this section. 

4. Where new types of equipment and/or operations, for whit!h rates of 
pay are not established by this Agreement, are put to use after the 
effective da te of this Agreement, within operations covered by this 
Agreement, rates governing such operations shall be subject to negotia­
tions between the parties. 

Rates agreed upon or awarded shall be effective as determ~ ned by 
tile negotiations or arbitrator. 
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If the parties cannot agree on the proper wage rate, the dispute 
will be settl ed as provided in section 2. In these cases only, the 
arbitrator shal l be authorized to establi sh a new wage and/or classifi­
cation. 

5. SUBSISTENCE. Subsistence shal 1 be calculated as a daily rate 
according to geographical location and only as a permanent work location 
at $2 . 28 per day times step-due district . 

Illustrative Place 
Names 

House Election 
Di stricts 

Ketchikan-Prince of Wales 1 
Wrange 11-Peters burg 2 
Sitka 3 
Juneau 4 
Icy Strait-Lynn Canal 5 
Cordova 6(a) 
Valdez Pipline Corridor *6(b) 
Palmer-i~asilla 7 
Anchorage 8 
Seward 9 
Kenai-Cook Inlet 10 
Kodiak 11 
Aleutian Islands 12 
Bri3tol Bay 13 
Bethel 14 
Yukon-Kuskowim l 5(a) 
Nenena-Cantwell -Healy-Livengood-Manely 15(b) 
Fairbanks **16(a) 
Eagle-Chicken-Circle-40 Mile 16(b) 
Fort Yukon ***'16(c) 
Barrow-Kobuk 17 
Nome 18 
Wade-Hampton 19 
Outside Alaska 

Steps 
Above Pay Pl an 

0 
1 
l 
0 
2 
4 
5 
l 
0 
2 
2 
2 
7 
7 
8 
9 
7 
4 
5 
9 
9 
7 
8 

minus 6 

The Election Di .stricts used are those designated by the Proclamation 
of Reapportionment Redistricting of December 7, 1961, and retained 
for the House of Representatives by proclamation of the Governor 
September 3, 1965. 

*Pipeline Corridor Defined: 
Richardson Highway - Valdez to Paxson 
Glenn Highway - Eureka to Sl ana 
Edgerton Highway - Chitina to the intersection with the Richardson 
Highway - five miles either side of the above highways between 
the cities or destinations listed shal l be the Pi peline Corridor. 

**16(a) South of Arctic Circle 
***16(c) North of Arctic Circle 

6 . PREMIUM PAY 

a . l. For all work performed on the ' employee's f irst scheduled 
day off, one and one-half (1-1/2) times the basic rate of pay 
shall be allowed. 
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2. For all work performed on the employee's second scheduled 
day off, two (2·) times the basic rate of pay shall be allowed, 
provided the employee has worked, been compensated for, or has 
been excused from working on his last regularly-scheduled work 
day. 

3. All work performed on holidays shal l be paid at one and 
one-half (1-1/2) times the basic rate of pay in addition to 
holiday pay. 

b. SHIFT DIFFERENTIAL. Employees who regularly work a 11swing 11 

shift beginning between 11:00 a.m. and 7:59 p.m. shall receive 
shift differential pay of three and three-quarter percent (3.75%) 
for all compensable hours . 

Employees who regularly work a "graveyard" shift beginning 
between 8:00 p.m. and 5:59 a.m. shall receive shift differential 
pay of seven and one-half percent (7.5%) for all compensable hours. 

c. 8nployees who are required to work under dangerous conditions 
shall receive hazard pay of seven and one-half percent (7 . 5%) in 
f0~r-hour increments so worked. Dangerous conditions shall be 
defined as working at heights more than twenty-f i ve (25) feet above 
the ground on towers, bridgework, and handlin9 explosives so designa­
ted by the Employer, antennas and transportation by helicopter 
required by the Employer. 

7. Ear.h new employee, unless otherwise designated, shall be hired as a 
probati onary employee until the end of the probationary period of sixty 
(60) d3ys. Upon completion of such period, he shall be considered a 
permanent employee and shall have seniority from his date of hire. 
Accrual and use of annual leave, holiday pay, retirement benefits, 
health iind welfare coverage and other conditions of employment shall be 
subject to other provisions of this contract . Sick leave shall be 
available as accrued and posted from date of hire. 

8. The Employer may request a f~ll or part-time temporary employee. A 
temporary employee is one so designated for one hundred and twenty (120) 
cal<!ndar days or less. Such time may be extended by mutual agreement . 
A temporary employee is not entitled to sick and annual leave, health 
and accident insurance, or pension benefits. In lieu of such entitlements, 
each temporary employee shall receive one dollar and thirty-two cents 
($1.32) for each compensable hour worked. If the employee is retained 
in permanent status, the seniority shall be counted from the original 
dijte of hire. Temporaries shall be entitled to subsistence only for 
days worked. Temporaries working four (4) hours or less per day will 
•receive one-half (1/2) subsistence pay for each day so worked . Tempor­
aries shall be covered by the holiday provisions of this Agreement . 

Temporary employees filling positions created from federal funds 
for training programs, e.g. CETA and PEP, shall not be restricted by the 
one hundred and twenty (120) day limitation, but shall be placed at Step 
B at thJt time . 
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