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d. Elected officials (PEﬁS 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. Llong 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 Social Security 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 I
-and suggested alternatives to Social Security must be based upon current
"funding Tevel of 5.85 centributions. The level of funding must ba
estab]ishéﬁ, as we do not know what Social Security is going to <o in the
future. Employees are concerned about rising costs of funded programs and
they would prefer having the money in their pockets. If the federal

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

ing up. We will be ~21lecting not to catch up, but to enhance the program.




=T

Mike Miller stated that the alternative program is not limited to
the present level, In the future he sees the State continuing to pay
whatever they would have paid in Social Security.

;? Roy Dunn stated that the Tanguage of the legislation would tie
everything into scale. He suggested that there is no point in giving up
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 schedule of increases.

Richard Winkenwerder commented that nrojections are difficult,
expecially if contributions will be changing.

Mike Murray asked Mr. Winkenwerder to elaborate on how Social
Security funds could be used for the enhancement of the PERS. He suggested,
for instance, that of the 11.9% 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 will be a firm commitment.

Paul Arnoldt stated that our objective is to strengthen the PERS
system so that a career retiree will be able to maintain the same standard .
of living as he had before retirement. The State will continue to take
money from the employee even after we opt out of Social Secufity, 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 program, how can-we ask the employee to
augment further. It would be the same as saying, when you retire you will
be better off than when you are working. If we do not dgduct from their

salary, it will be the same as their getting a pay increase.




il

Mike Miller said that from the standpoint of retirement systems, it

is his opinion that ours is certainly 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 1iving. 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 excess of money for enhancement purposes, 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 his proposal for
enhancement of the PERS, He inquired if there is a possibility of providing
an extension 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 ¥'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 nct qualify for Social
Security benefits under a new employer until he has been covered anew for

several years, and in the meantime he becomes disabled. He asked if it
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would not be desfrab]e 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
Social Security benefits,

Richard Winkenwerder responded that this is possible, and that many
employers have such disability plans.

Paul Arnoldt stated that the administration of such a plan should be
considered, and explained the difficulty of disabi]ity determination, It
is also possible that the employee may take later employment that has a
greater risk rate. At the present time disabiTity 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 édministration of such a
disability benefit option was repeated,

Paul Arnoldt stated that in the 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 Sccial Security. He emphasized that
employees should be thoroughly informed regarding disability 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 spend 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 whaﬁ impact a 20-year PERS plan would have
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‘on police. It was concluded that there should be uniform benefits for

all categories. If it is later concluded that there should be scme
differential among groups, it will be addressed at that time. Mr,
Winkenwerder stated that he sees no problem in doing different things

for different groups. In terms of the design of his plan, the following
items within the PERS will be enhanced: retirement, death benefits,
disability, survivorship and medical benefits.h He asked if the committee
considered one of the foregoing to have a priority. He stated again that
a certain percentage of the matching contributions will be used for such
enhancement, and excessive funds placed in a kind of & tax free savings
for the employee. Mr. Miller sees the proposed savings plan as an
entirely State funded undertaking, and because it will therefore be tax
free it will enhance the employee's income.

Mike Mil]er responded to a discussion as to whether or not the
employee's contribution in T1ieu of Social Security would be voluntary
or mandatory by stating that it would be a mandatery 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 allow him
to pick up on a tax break.

Mike Miller made it clear that if the State chooses to opt out of
Social Security, it will muke no attempt to replace Social Security
benefits, but will make every effort to enhance the PERS. At present the
PERS is a supplemeht to the Social Security. He is concerned that the

total package would be approximately equal to combination of the existing

two systems.
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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 two benefits.
Mr. Arnoldt replied that all benefits supplied in the two programs should
be studied, and then an effort should be made to fill in the voids.

Paul Arnoldt explained the Staté 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 there 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 tc 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 Amoldt 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.




STATE OF ALASKA
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LEGISLATIVE AFFAIRS AGENCY

MINUTES

SOCIAL SECURITY WITHDRAWAL STUDY GROUP

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 Office

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.




Mr. R. A. Winkenwerder was introduced to the study group and
discussion ensued concerning guidelines for his investigation
of aiternative 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) 1Improve the 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 aspects; for example,
consider a retirement after 20 or 25 years, consider an
increase in the benefit accrual formula above 2 percent,
(perhaps 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 might be considered to have the employee
contributions sent directly to a deferred 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,




(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,

e TR

Jémes L. Baldwin
Legislative Counsel
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MEMORANDUM

SUBJECT: Next Meeting of Social Security Withdrawal Study Group
T0: Members of the Social Security Withdrawal Study

Group K H
FROM: Ken Humphreys 2T{ DN [N
t

Research Anal

Mr. Winkenwerder has indicated that, even if computer output is not
available, he will have a substantial amount of material to present
to the study group on Jenuary 24. This material will include his
suggested plan for improving PERS. He also needs group input at this
point in the study.

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

KH: ftc

Specdiset ) Moore Dusiness Forms, Inces
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FOREWORD

This report is submitted to the Legislative Council by the Study Group
on Soctal Security Withdrawal pursuant to Legislative Resolve No. 107,
S.L.A. 1977. Proposed legislation which embodies the group's recom-
mendations relating to the state's potential withdrawal from the Social
Securtity system will follow.

The study group, with the aid of its consultant, has explored alterna-
tives to the Social Security system which would serve the interests of

the state and its employees and which could be financed from contributions
which would otherwise go to Social Security. There has been no attempt

to duplicate the benefits provided by Social Security but rather, con-
sidering other benefits available to state employees, to design an
alternative which may be preferable. The study group has not attempted
to decide whether or not the state should opt out.

We hope the legislature and others concerned with the question of
withdrawal from the Social Security system will find this report useful.

RS

Mike Miller, Chairman
Study Group on Withdrawal
from Social Security
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March 15, 1978

Social Security Withdrawal Study Group
Legislative Affairs Agency

Alaska State Legislature

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 from the Social Security System. The results
of our efforts are contained in this report.

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

Respectfully submitted,

%ULZJ (? t_«(,, » ;\,/ z«.zoaréa/

Richard A. Winkenwerder, F.
Consulting Actuary

Vice President

Milliman & Robertson, Inc.

RAW:1lkn
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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:

Ls 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 cfficials.
Specifically excluded are state employees of the division
of marine transportation engaged in 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.

N Justices and judges
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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:

: £ 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

D 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 werc involved.

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
provide 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

for Social Security, in reviewing the results of actuarial
calculations based on those criteria and in finalizing the

plans.

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

: 19 GUIDELINE

Recommend improvements in PERS wheve deemed appropriate
and specifically consider:

d.

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

an increase in the current 2% benefit crediting
factor

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

the disability benefits
(1) 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 benefits

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
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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 recommended
above in (b) be determined.

e It was clarified that if any recommendation involved
a reduction of the normal retirement service
requirements for employees other than peace
officers and firemen tc 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
service 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 any 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 CPT adjustment.

(iv) Although it is recognized that the CPI could
decrease in some year there 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.

£y It was noted that the PERS disability benefits had
previously been coordinated with Social 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.

GUIDELINE

Recommend improvements in the existing deferred compensa-
tion plan

COMMENT

No additional comments.

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.
GUIDELINE

Peview and comuent on a proposal for a replacement plan

submitted 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.

GUIDELINE

Any replacement plan would be funded by current and
future contributions that otherwise would have been
contributed by employees and the state to 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 those improvements could always be so funded.
Under these circumstances, the logical result would be
for the state to absorb any excess cost.

GUIDELINE

Any replacement plan will require mandatory employee
participation

COMMENT

No additional comments.

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 direction not to study improvements in

the existing life and health plans, an improvement in

the existing life plan is included as one recommendation.

GUIDELINE

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

It is recommended that only certain Social Security
benefits be replaced on an approximate basis. Specifi-
cally, these relate 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 entitled 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
beneficiaries 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
implementing the guidelines and determining their appro-
priateness, a number of guestions 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 PERS and
because the PERS benefits are not identical for those that

do, it is appropriate that the supplemental plan, although
perhaps being structured basically the same for all employees,
have dif“erent levels and types of benefits. The final
recommendations will clarify the extent to which each of the
employee groups would be participating in the supplemental
plan.

We indicated that the final report would contain a specific
recommendation for paying for Social Security hospital
insurance benefits and supplementary medical insurance
benefits (Medicare) at time of retirement for any employee
not otherwise 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 to
determine the particular importance of any PERS improvement
or benefits arising frcm some supplemental plan.
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SECTION III
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 all contributions otherwise diverted to
Social Security.

An underlying consideration in our recommendations 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

i N 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.

Za 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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Increase the non-occupational disability benefit in

PERS to 60% of compensation for payments prior to
retirement and to the projected accrued benefit, including
years while disabled, after the normal retirement date
(currently accrued benefit).

Cost - 0.5% of compensation.

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 would 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 will be directed to a new mandatory
deferred compensation plan.

JUSTICES AND JUDGES

ll

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 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.

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

lI

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

Cost - 0.3% of compensation.

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

Cost = 0.2% of compensation.

The total cost of new plan equals 0.5% of compensation.

3.

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

MARINE EMPLOYEES

l.

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 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.

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

Cost - 0.9% of compensation.

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 plan 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.

11l
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PLAN B

PERS EMPLOYEES

3.5 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 cmployee 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.
FLAN 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

Ak 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 compensaticn 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

Table 1

PAST FUTURE
SERVICE SERVICE
COST COST
FUTURE SOCIAL SECURITY CONTRIBUTIONS -4 10.2%
CURRENT PERS COST 2.4 10.7
PERS IMPROVEMENTS:
(1) 1/2% benefit factor
a. Applies only to state service
after January 1, 1978 - 2.4
B. Applies to state service
before and after
January 1, 1978 1.0 2.4
(2) 25 year service retirement 0.2 0.7
(3) 20 year service retirement 0.8 2.2
(4) 1% Cost-of-Living adjustment
a. If an unfunded liability
is created 0.4 1.4
b. If costs are funded entirely
over service after
January 1, 1978 - 2.8
(5) Larger of 40% compensation or
accrued benefit for occupational
death or disability - 0.0
(6) §$5,000 plus $500/year lump sum
death benefit or monthly accrued
benefit if elected - 0.4
(7) Non-occupational disability of
larger of 407 compensation or
accrued benefit - 0.4
(8) Non-occupational death of larger
of 40% compensation or accrued
benefit - 0.8
(9) Non=-occupational disability of
60% of compensation - 0.5
Note: A "-" indicates no cost whereas "0.0" indicates some cost,

although minimal.

All past service costs are funded over 35 years.
All costs are expressed as a percentage of the total compensation

of PERS participants.
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Note that the first line of Table 1 shows the level percent
of future participant compensation that would be equivalent

to future Social Security contributions. For this purpose,
the recent Social Security amendments were recognized. We
used the legislated contribution rates and taxable wage

bases and the six subsequent year wage base estima’ s prepared
by the 3ocial Security Administration. We then assumed an
annual 5% increase in the taxable wage base beyond that

point. We valued the future compensation of plan participants
using the PERS actuarial assumptions in Appendix a.

Social Security

Contribution Taxarle
Year Rate Wage vase
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 T 15 42,600
1987 7.15 44,730%**
1988 7.15 46,9487
1989 1:15 49,315
1990 & later 71.65 51,781

The contribution rate is applicable to both employees and employers.
* The wage bases for years 1977 through 1980 are legislated.

k& The wage bases for years 1981 and later are subject to
automatic adjustment. The figures shown for years 1981
through 1986 are estimates prepared by the Social Security
Administration.,

*%¥* All future years subject to automatic adjustment
by law. An annual increase of 5% was assumed.

These calculations showed that the total future Social
Security contributions are equivalent to 10.2% of total
future participants' compensation. Note that this is

total compensation and not just that 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

calculations to see the effects of different sets of assumptions.

In one of these we assumed that the tax rate stabilized at
6-1/2% commencing 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 summarized below:

L. 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 30
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.

35 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 the contrlbutlons 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
insignificant 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.

4 Finally, an increase in the non-occupational disability
benefit to 60% of compensation would require about 5%
of the Social Security concributions.

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 reccmmendation 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 opposed 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 lump-sum death benefit available under Social
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 administers an extremely complex
benefit structure. It is not practical to replace the exact
benefits of Social Security. For thnat matter, with respect
to these two benefits, there is even considerable difficulty
in integrating with Social Security (especially 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 increasing
concentration of individuals who have no Social Security
coverage, the disability cost would be expected to rise
because of the declining influence of Social Security offsets.
Further, there will be rapidly declining Social Security
disability benefits for existing employees. We have indicated
costs for the long-term 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
¢ge 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

18

MILLIMAN & ROBERTEON, INC.————CONBULTING ACTUARIES




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 provided for. Only individuals with a considerable
length of service receive a substantial total disability
benefit considering 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 intecrated 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 replacemrms - 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 8 years. In addition,
beneficiaries of the employee would receive any survivorship
benefit available under PERS and Social Security. 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 2asy 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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0z

LONG TERM DISABILITY

STATE OF ALASKA

OCCUPATIONAL AND NON~OCCUPATIONAL DISABILETY
AND DEATH BENEFITS

EMPLOYEES COVEPED UNDER PERS EMPLOYEES OV JUDICfAL SYSTEM

MARINE EMPLOYERS

TEMPORARY STATE CMPLOVEFS

Eligibility

pefinition of Disabilicy

Benefits Payable

Deductible Amount

(Coordination of Bencfits)

Maxloum Benefit Period

Elimlnacion Period

Estimated Cost as
Percentage of Covered
Payroll

Estimated Cost as
Percentage of Covered
Payroll, Without
Coordination with
Soclal Security System

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

Disability means the
complete Inability of the
employee to engage Ln his
regular occupation during
the first 12 months of
disabllity, and thereafter
the complete inability

to engage in any employ-
ment or occupation for
which he Is reasonably
fitted by reason of
educacion, training or
experience.

The total amount of
monthly benefit shall be
60% of the first $5,000
of the employea's basic
monthly carnings at the
date of disabilicy
reduced by the Deductible
Amount .

Any disability benefits
the employee is entitled
to under the Social
Securlity and PERS systems.

Digability Benefits are
payable to the earlier

of the date of attain-
ment of age 65 or the

date of eligibility for
normal retirement benefits.

Disability Beneflts are
not payable during the
firat six months of
disability.

- 392

L7122

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

Disabilicy means the
complete inability of the
enployee to engage in his
regular occupation during
the firsct i2 months of
disabilicy, and thereafter
the complete inmabilicy

to engage in any employ=-
ment or occupation [or
which he Le reasonably
fitted by reason of
education, training or
experience.

The totol amount of
monthly benefic shall be
60% of the firsc §$5,000
of the employee's basic
monthly earnings at the
date of disability
reduced by the Deductible
Amount .

Any disability bencfits
the employee is entitled
to under the Social
Security and Pension
systems,

Disability Benefits are
payable to the earlier

of the date of attain-
ment of age 65 of 'the

date of eligibility for
normal retirement benefits.

Disability Benefits are
not payable during the
first six months of
disability.

34X

9%

A regular employece becomes
eligible for coverage on
the first day of employment

Disabilicty means the
complete inability of the
employee to engage in his
regular occupation during
the first 12 months of
disability, and thereafrer
the complete Llnabilicy

to engage in any employ-
ment or occupaclon for
which he 18 reasonably
fitted by reason of
education, trainlng or
experience.

The total amount of
monthly beneflt shall be
60% of the first §5,000
of the employee's basic
monthly earnings at the
date of disabilicy
reduced by the Deductlible
Amount.

Auy disability benefits
the employec is entitled
to under the Social ’
Securlty'syctem.

Disability Benefits are
payable to the earlier

of the date of attaln-
ment of age 65 or the

date of eligibilicy Eor
normal retirement benefits.

Dicability Benefits are
not payable during the
first six months of
disability.

+B5%

1.40%

A regular employce becumes
eligible for coverage on
the filrst day of cwmployment

Disability means the
complete inability of the
employee to engage in his
regular occupation during
the first 12 monchs of
disability, and thereafter
the complete fnabillcy

to engage In any employ-
ment or cccupation for
which he 1s reasonably
ficted by reason of
education, training or
experience.

The total amount of
benefit shall be $100
per week.

None

Disability Benefits are
payable to the date of
atteinment of age 65

Disability Benefits are
not payable during the
first six months of
disabllicy.
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SURVIVOR INCOME

EMPLOYEES COVERED UNDER PERS EMPLOYEES OF JUDICIAL SYSTEM

MARINE EMPLOYEES

TEMPORARY STATE EMPLOYEES

Eligibilicy

Lump Sum Benefit

Monthly Income Benefit

Estimated Cost as
Percentage of
Covered Payroll

Fstimated Cont am
Percentsge of Covered
Payroll by Doubling
Lump Sum Benefit

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

The amount payable to the
beneficiary shall be
equal to twelve times

the employee's basic
monthly earnings
immediately prior to

his death.

None

A recular employee
becomes eligible for
coverage on the first
day of employment.

The amount payable to the
beneficiary shall be
equal to twelve times

the employee's basic
monthly earnings
immediately prior to

his death.

None

# ,91% for lump sum benefitr, 1,241 for monthly income benefit.

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

The amount payable to the
beneficiary shall be
equal to twelve times

the employee's basic
monthly earnings
immediately prior to

his death.

The amount shall be
equal to 2.5 of the
basic monthly earnings
for each year of service
accrued. No benefit
shall be payable Lf death
occurred due to non-
occupational cause prior

- to the completion of

five years of employment.

2.15%+%

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

$15,000

(p2nuUT3UOD)

¢ dI9VY.dL




OTHER RECOMMENDATIONS

DEFERRED COMPENSATION PLAN

The existing deferred compensation plan provides for optional
deferrals of compensation by permanent employees and appointed
and elected officials who have completed six consecutive
months of employment. A new deferred compensation plan

should be established to provide for the deferwral of the
excess of Social Security contributions not required for

PERS improvements and the new supplementary plan.

Many of its feacures 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 withdrawals. 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~tion 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 would qualify for some Social Security
benefits. Such gualification would automatically 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 adjustment is made on the assumption that all employees

22

MILLIMAN & ROBERTEBON, INC.—CONBULTING ACTUARIESB




eligible for the health insurance portion of Medicare are
covered. This is deemed to be a desirable feature, and,
therefore, it is important in 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 eligible
and is schedulad to increase in the future. It would be
desirable to establish a means whereby sufficient funds

would be available at age 65 for the employee to pay 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 that 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
reserve 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 CONTRIEUTIONS TO PERS

The treatment of additional employee contributions under

PERS was discussed 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 system are not allocated to his

behalf and since he is at no time entitled to any refund on
those contributions, a similar treatment in any PERS improve-
ments requiring employee contributions would be appropriate.
Therefore, at our recommendation, the Study Group concluded
that any employee contributions required to be contributed

to an improved PERS system, 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 DISAB] _ITY EXTENSION

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 eligible 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 left 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 state 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:

L. 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 typical.

3 The benefit should be fully coordinated with other
disability benefits payable to the employee to reduce
costs and anti-selection. However, the administrative
burden could be significant. How do you confirm
disability for a former employee? How do you confirm
the amount and source of the coordinated benefits for a
former employee?
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4 Svch 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 be decided at some
time to include this group in PERS, it would simply mean
that contributions otherwise being diverted to the remaining
portions of the replacement program would be reduced.
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SECTION IV
DISCUSSION

Some of the results presented in Scction III and other
aspects of this study require discussion. This section
will cover the following items:

3

2.

A discussion of the level of death and disability
benefits.

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

The margin which we feel should be maintained between
the estimated long-term additional costs of PERS and

the estimated long-term costs of the Social Security

system.

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

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

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

A discussion of the ways in which employee contributions
being paid to Social 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:

l.

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 presented in Section III where it was shown that
the cost would be 1l.2% of covered compensation. There
are varying philosophies about the desirability of
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maintaining different levels of benefits for occupational
and non-occupational death and disability benefits. 1In

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 l~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.

LEVEL OF RETIREMENT BENEFITS

The potential lovel of benefits being paid from PERS
was reviewed to examine 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 zfter retirement as before. Those
studies, when measuring the adequacy of benefits commencing
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%. Tor 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. Similar 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 raised to 85%. These
percentages when combined with residual Social Security
and employee savings provide benefits 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.

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

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.

The specific impact of any one assumption's change on
the cost presented in Section III is not being included
as a part of this 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 amortization by about 7% or the
current amortization cost. An increase in the interest
assumption from 5% to 6% will reduce the overall funding
cost of the program by something in the vicinity of 20%
to 25%. The increase in the salary scale will increase
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 might 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 recognition of this should cause the benefits in

PERS to be improved beyond those that have been recommended.
The result 15 that the margin created may be larger

than anticipated and further it will simply divert more
monies into the alternate programs than otherwise might
have been the case.

EXISTING HEALTH CARE AND LIFE INSURANCE PLANS

There follows a brief comprehensive discussion of the
existing health care and life insurance benefits for
employees, 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. In 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 is 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 group 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 lon¢-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
plan., There are vision and audio benefits under the
plan; these are not iincluded 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.

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 employeecs in lieu of continued coverage under
the Social Securily 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 8.3%
1979 9.6
1987 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 additional funding costs for the new program.

It would seem desirable and, in fact, mandatory that

any legislation imprcving the PERS benefits not only
state the anticipated funding source, but also clearly
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 orf 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 nct be able to be maintained and that the
program will not be the viable program that it had been
anticipated to be.

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 for 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, bhut
may be difficult to implement. On balance, the second
alternative is probably preferable.
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Appendix a

ACTUARIAL ASSUMPTIONS

A1l valuations in this report are based on the Attained Age
Mormal Cost Method. The unfunded accrued benefit 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:

l.

Investment Rate
5% per annum compounded annually.
Rate of Salary Increase
5% per annum compounded annually.
Rate of Mortality
1951 Group Annuity Mortality Table.
Disability
a. Rate of Disability
80% of disabilities are assumed to be occupational
for peace officers and firemen. 20% are assumed

to be occupational for other employees. Sample
rates of disability age shown below:

Annual
Age Rate
20 .070%
30 .084
40 115
50 .240
60 .843

b. Rate of Mortality after Disability

1944 Railroad Retirement Board experience rates.
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Appendix a
(Continued)

Turnover

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.

Contribution Refunds
90% of terminating participants will withdraw
their own contributions and forfeit their vested
interest. The remaining 10% will leave their
contributions and receive a deferred vested benefit.
ExXpenses
No margin for expenses was provided.

Assets

Book wvalue.
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Socicl Security?

“Social Security does have financial problems,

but these are readily solvable by a

combination of actions, and beneficiaries need

have no worries about getting their checks.”

by Robert J. Myers

he cry of crisis wbout Social Se-

curity continues to be heard. In the
pust Tew years, great concern hus been
evpressed about its financial problems.
These are indeed serious, but not at all
to the extent of rightly proclaiming
Bankruptey. Now, widespread publicity
is viven to the withdrawal from Social
Sceurily of w number of state and local
governments, Is this o case of o run on
the bank by those with inside informa-
tion and abiiity to act quickly? Or is it
mestaken or uninforimed action !y only a
sinuall minority?

First, let us by to rest the charge that
Sociul Seeurity is bankrupt in the usual
sense of the word, This would imply that
it will shortly have to suspend payments
to its 33 million beneliciaries. Social Se-
curity does have financial problems, but
these are reaily solvable by a combina-
tion ol actions, and benelictaries need
huve no worries about getting their
checks.

A small wmount of additional financ-
ing is necessiry wver the short range, An
increase in both the employer and em-
plus e tux of as litte as one-half per cent
1 easential, amd this should not ecause
any linancial hardship on the part of
covered persons. Similar action has been
taken a number of times in the past. A
sitnilier, further increase may be needed
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in the early 1980's, depending upon what
other changes are made (as will be dis-
cussed next).

Another problem, applicable anly over
the long range, is that the present
method of computing benefits initially is
technically faulty under likely future
cconomic corditions. 1t will almost
surely result in benefits that will, for
cohurls altaining age 65 in the long-run
future, be excessively lurge (even more
than take-home pay eventually). Thus, if
the prucedure is not changed, far higher
tan rates would be required than now
scheduled, The technical change refer-
red to as “decoupling™ or “uncoupling”
is needed, and it would eliminate sbout
half to two-thirds of the currently est-
mated long-range deficit depending upon
whether it is done so that the relative
benefit level is at the current situation or
at that prevailing before benefits were
over-hiberalized in 1970-72,

The new crisis being “discovered™ by
some is that 1 number of state and local
povernments have pulled out of Sociul
Security insofur as their own employees
are concerned. Actually, the number of
exils before 1977 were relatively few, in
volving only groups, with 52,206 cmn-
ployees actually withdrawn. As of the
end of 1976, an additional 325 groups,
with 505,726 employees (of whom about
400,000 were with respect to New York
City) had given notice ol intention to
withdraw, Lo be effective alter two years
following such notice. In the latler case,
governments could change their minds
during the two-year natice period and
not withdriw,

What really drew attention to this
matter wits the announcement in March
1976 by New York City, with its thouo-

IC SYsiems

sands of employees, that it would
withdraw. However, in January 1977,
New York City announced that it would
not withdraw and would rescind ity
notice to do so. Alaska, with 13,000 em-
plovees, had similarly given notice, but
aflter completetion of a study, hus ap-
parently decided not to withdraw.
Others who have actually opted out or
served notice consist of relatively small
politicul units, mostly in California,
Louisiana and Texas.

The law provides that, after clecting
coverage, political units must remain in
for at least five years, and then give ad-
vance notice of two years belore
withdrawal becomes effective. Privide
employers, other than nonprofit charita-
ble, educational, and religious organiza-
tions, have no such voluntary coverape
features, Such nonprofit eragnizations
have a similar option, except that they
must remain in for cight years and then
have a two-year advance notice, Once
that withdrawal has occurred, the entity
canno! re-cnter Social Sceurity.

Muajorities ol state and local em-
ployees who were under un existing
retirement system had to vote in favor
when Sociul Sccurily coverage was ob-
tained. However, somewhat anom-
alously, only the employing entity muhces
the decision about withdrawing,

This special treawtment was given to
state and local governments solely on
constitutional grounds-- namely, that
the Fedeial government cannot tax them
without their permission, Yet, it would
have been possible constitutionally for
their employees to have been Linsed com-
pulsurily for Social Security, just as for
Federal income tax, The lenient
withdrawal privelege was probably
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1
Social Security is not a magical machine that produces benefits
at substantially less cost than anv other mechanism. But

neither is it a high-cost, low-benelits system.

granted in the beliel that it would rarely
be used  and then only for emer-
gencies - rather than to take financiul
advantuge of the Sociul Security system.

Some governments have withdrawn
because they believed Social Security to
be u poor buy. Although there are in-
stances where a political entity could
provide far better benefit protection for
its employees elsewhere by utilizing the
money spent for Social Securily taxes,
these are the exceplions rather than the
rule. Such a situation could vecur tor a
group with a very young age distribution,
especially il it were composed argely of
married women, who would g_nerally ex-
pect to draw Social Sceurity benefits
from their husbands® et nings record in
any event,

Muny of the asscrtions about Sociul
Security being a bad buy for a particular
group are based on perfunclury or erro-
neous analyses, A number of clements
wperating o dillerent directions are
present ie such comparisons, beciuse no
private plan will be anywhere near
identical with the Sociul Scearity provi-
sins. For example, in one particolar
plan, it was asserted that @ big improve-
ment would be made in changing from a
benehit of 535 per cent of final salary plus
Sociul Security to 80 per cent of salury.
Probably for most people, certainly
those in the lower and middle salary
levels, S5 per cent plus Social Security
would be well in excess of B0 per cent,

Social Security: Not a bad buy

A major error commitled by those
who recommend that state and lacal
povernments withdraw is the failure o
tuke into account a number of the fea-
tures of Soval Security, such as the
disability and survivor benefits. Also
olten ignored is the very significant
elleet of the provisions for autometic ad-
justment of benclits with rising prices.
Penson costs a0 privite plan that
provides fixed o ioe) snnuities over the
years alter retirement are shaovn to b
relitively low these days, as compared
with what they would be under more sti-
ble economic conditions, hecause of the
high investment returns of eight to nine
per cent it can readily be obtained.
Huwever, such interest rates are at that
level hecause of inflation. Under these
conditions, Social Sceurity benelits will
nut be level, unilorm amounts over the
luture, but rather will rise steadily,
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Accordingly, for compurability pur-
puses, any privale arrangements being
considered fa replacement of Social Se-
curity shouald be priced vut on the basis
ol pensions increasing automatically at a
rate of live to six per cenl a year, rather
thar on the busis of level amounts. IT this
is done, the amount of pension that can
ve bought for the equivalent of the Sociul
Seccurity Ltuxes will be much less und thus
will compare less lavorably with Sociil
Security than would otherwise have been
thought.

Under cerlain circumstances, a
government can unfuirly and unethically
manipulate its coverage so as to tane ad-
vantage of the Social Security system. It
might™do this, for example, by staying in
for exactly 10 years, so that the vast ma-
Jority of its employces will be perma-
nently fully insured for all retirement
and survivor benefits and also for the
Hospital Insurance benefits under Medi-
citre,

Let us look at several illustrations of
how individuals fure when they are
covered by Social Security for all their
potential working carcers, Let us see
what windfulls, or alternatively what
losses, develop when an entity withdraws
from Social Security. Such-compirisons
are fraught with dangers and diflicultics
because o very considerable dillerence
can oceur depending upon the assump-
tions made, For example, the interest
rate selected can make a vast difference;
the use of o high interest rate will muke
Social Sceeurity look like a bad buy, and
vice versa.

The following calculations have been
made under rather simplified assump-
tivns, which are believed to be reasona-
ble, fair and consistent. The situation is
examined as of age 65, and no account is
taken of past disability and survivor
benelit protection, Nor is account taken
that, in naany cases, death of an insured
worker will produce only a very small
lump-sum death payment.

The first ease is that of a man who at-
sies aee A5 in carly 1976 and who was
firs: covered in 1951, when he had a sal-
ary of §3,000, which increased at a rate
of five per cent per year (becoming S9,-
675 for 1975). Further, we will take two
instandes initially, where he is covered
for the entire period, 1951-75; secondly,
where hi s covered for only the lirst 10
years, 1951 60, In the latter case, the
combined employer-employee contribu-
tons saved, accumulated ot 6 per cem

interest, amounted o $14,277 as of the
beginning of 1976, The benetit payable to
the retired worker alone as of the middle
ol 1976 was $361 per month for the lull-
coverdge cuse and SI81 per month for
the partial-coverage case (ur, by coinci-
dence, exictly hall as much). In both in-
stances, the person qualities for Hospital
Insuruance benefits.

The accumulated “excess contribu-
tions" for the partisl-coverage would
have been o losing proposition, since the
Social Security benefit was S180 lower.
(The “purchase™ [lactor is based on
population life tables and 2 three per
cent interest rate, so as to allow for the
effect of the automatic-adjustinent-of-
benefits feature of Social Security.) IT
the individual had an eligible spouse, the
“excess’ Social Security benefit for full
coverage would be larger, and the “pur-
chasuble™ benefit for full coverage would
be larger, and the “purchasable benefit
for excess contributions” smaller, so
thut the “loss™ for withdrawing would
have been even more.

But what about those now in Sovil
Security at the younger ages or entering
in the future? Here, the question of
proper assumptions is much more
difficult. Tnvolved are future trends of
wages und prices. Even more important,
is the Tuct that the Social Securin
system is not now properly constituted
as to bencelit-computation procedures, as
discussed previously, Also, even il that
situation is remedied (as it must be), the

. financing now scheduled is not sullicient.

Accordingly, in order to produce ra-
tional resulls, we musl assume Stafic
cconomic conditions in the future, sinee:
this is the only way that the present
benelit formulia makes sense. Also, let us
assume that the average combined em-
ployer-employee tax rate for the future
for Social Security (including Hospitul
Insurance) will be 16 per cent. Let us
take the case of a man now azed 25, with
a salary of $10,000 per sear (remaining
level in the future). Again, let us take
two instunces--one where there is Tull
coverage, from age 25 to 63, and the
other where coverage is terminated aflter
10 years.

Many hurt by termination

The accumoliated “excess contribu-
tions'™ as of age 65 (using o three per
vent rite, because of the assumption of

static cconomic conditions) would
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seorint (o $77, 262 1n tuen, this would
gurchase a singledile annuity of 8632
per wonth. The benchit payible 1o the
retired worker alone at age 65 would be
S474 for the Mull-coverage cuse, s
aeginat S216 Tor the partial-coverage
cuse  again, the Litter receves about 30
per cent as large o benelit, even though
he has had only about 25 per cent ol the
coverage, ln this instuance, it would be
“profituble’ for the ndividual 1o
withdraw, hecnuse the “purchasuble
benehit™ (8632) is well in excess of the re-
duction in benefits because of partial
coverage (5235)

1y the indis idual had an eligible spouse,
the situation would aot be advantageous
for withdrawal, but only to a small
evtent. The “purchasable benefit” from
the “exwess contributions™ for the hus-
bund and wite combined s $353 per
month, ur somewhat lower than the re-
duction in benefits of $387 because of
partial coverage. The maurried-couple
case is aot Ly pical for the long-run casces,
. because in the future many wives will
qualify for Social Security benefits on
their own carning records and thus will
not receive Mull benefits (or any benefits)
[rom their hieshands' earnings records,

For muny (but by no means all) em-
ployees, the money “saved™ with respect
o Muture Social Security taxes will buy
more benefits than the decrease in Social
Seeurity benelits resulting from the
Lerminated coverage, At the same time,
many other employees will be hurt by
the terminition ~such as short-service
workhers, who will thereby have a gap in
their Social Security coverage besides
baving acquired no bencfits from the
sovernmentad plan,

Fimployees who are near retirement
dee when termination vccurs will have a
reduction in their Social Seeurity bene-
(its thant will be fur greater in actuarial
value than the taves that would have
been applicable. For example, consider
male cimplos ce wha was age 60 when the
coverage terminated at the end of 1974
and who lad had maximum covered
carnings since 1936, when his govern-
mental emplover first eleeted coverage.
When he atiwined age 62 in January
1976, his Social Security benefit for
Limsell and his wile (of the same age)
was SI87 per month, whereas if coverage
Nl not bewn terminated, it would lave
been $ 319,50, The additional value of the
Social Security employer-employce
taves for 1975 il coverage had not
terminaied would huve been 1,650, The
actuartal valug of the reduction in bene-
fits would have been $3,300 (making
allowanee for the autvmatic-adjnstment
feature by using a 3 per cent interest
rate), or S3O30 more thin the tixes,

Is withdrawal desirable?

Faven though i some coses i povern-
pment entity can, on the average,
profit or el its emplayees can, on the
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avernue, pob more benefits by opting?
ol ol Soctil Security, there is con
siderable question s 1o whetler (his s
desirable.

Generally, any gain so involved will be
celitively spall, and iy not be worlh
the extra elfort and administrative
expenses Lo take such action. This s
especially so considering that the
administratne espenses under such o
large group eperation as Social Securily
will necessarily he less than under a
small, separate plan. Moreover, some
employees will be disadvantaged.

Furthermore, if the gain from
withdrawing arises from tuking ad-
vantage of the Social Security system

(due ity pencivus treatiment ol short-
service warkers), there s considerable
question wx to whether this i minrally
and etlieally proper, even thoueh legal,

Anuther passible disiadyvantage of o
state or loeal goverpment withidrissing
from Social Security is in the event that
4 povernient subsidy is injectad into
Sovial Security, 10 povernnient subsidy
to Social Secunty should be initinted,
those not under the program would be
pasing part of its cost, hut would not he
getting any return (rom it. Thus, the only
lope of “breaking even™ on the tases
paid 1o provide such u subsidy is to be
covered under Social Security!

New York City apparently decided to

Nhen you're
turned out to pasture,
will it still be green?

Maybe your life’s pretty
good right now, But if you
want to keep it that way,
you've got to plan for it. And
one way you can do just that
is by signing up for the
Payrol] Savings Plan where
you work. An amount you
specify will be set aside from
each paycheck and used to
buy U.S. Savings Bonds.

Then, when you're ready
to stop working, you'll still
be able to keep on living.

Nuw F [sinnts 45 68 ipterst when o0 W matuiity ef

M Lret et L L 1
(4 . o
anle=sutiml at v nk ot

faal pnsame Toven and fa sl

Join the Payroll Savings Plan.
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If it is not possible to have compulsory coverage, the best
procedure is to require that, once coverage has been elected,
withdrowal should not be allowed.

withdraw sofely on the basis of the im-
mediate cash-flow savings, and not be-
cause it believed that Social Security
wis i bad buy or was in dangerous
finuncial condition. 1t was seeking all
ways that it could to reduce expendi-
tures, and this seemed o be an attric-
tive short-term way.

State and local employment

Finally, let us discuss what should be
done about optivnal coverage for state
and local government employees. As a
broad, general principle, 1am strongly in
favor o complete compulsory coverage
ol both state and local employees and
non-profit employees, | have the same
view with regard to federal employees
who are under the Civil Service Retire-
ment system. It is an essential charae-
teristic and requirement of a democratic
national social insurance system that all
employment in the country should be
covered thereunder,

This annroach is desirable from the
standpese  Fall parties concerned—the
workers. e employers, and the nation
as a0 whole, Social Sceurity is not a
nurgical machine that produces benefits
at substantially Tess cost than any other
mechamsm, But neither is it a high-cost,
low-benelits system. There can really be
no better situation than a good Social
Seeurity system supplemented by o well-

coordinated privite pension plan.

My lirst chuice as Lo coverage condi-
tions for stite and local government em-
playees is cumpletely compulsory
coveriage. There would have o be op-
portupity for some delay, so as to permit
downwird adjustment ol existing plins,
so that the combined benelit level (and
the resulting costs) would not be exces-
sive. Nuaturally, the new plan, combined
with Social Seeurity, should not be less
liberal than the old plan.

The constitutional problem of taxing
the state and local governments could be
solved in uny of several ways. One up-
proach is to tax the employees at the
sell-employed rate il the employer does
nol agree Lo pay the emplover lax,
Another approach is to tax the em-
ployees at the full combined employer-
employce rate under such circum-
stances. Admittedly, this would be very
strong medicine and is unlikely to be
feasible of wdoption. Still another ap-
proach would be to credit the employees
with only half of the tuxed earninas il the
employer does not agree to pay the em-
ployer tux.

At the very least, there should be
compulsory coverage ol all present em-
ployees who are not under an existing
retirement plan and of ull new em-
ployees entering in the future, regardless
ol whether covered under o retirement
plan.
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NUMBER !
When you come to Don Howard, vou coine la Number One —- tha leader in the placzment
and recrutting of diddle anc Upper Management level pansion executives and actuaries
Vhether you are satisfied with your presen! position and would consider a changz uadear
the mos! 1deal contitions - or are actively on the marke!, yau will find, as theusinds ¢f
others, that when you see Don Moward first, you need us only.

Thraugh our network of regional offices, conveniently located in the nation's key money
cunters, we are forlunate lo represent some of the nation’s finest and fastest grown
consulting fiems and insurance companies. Cuirently we are engaged in a numter o
searches tot experienced candidates, These openings, in a wide choice of locales, are in
the $1% 60,000 range. Send resume in strictest conlidence, including peographical and
income requirzments to the office of your preference. All fees paid by employer.
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(ﬂ}ﬂ on HOWARD/Personnel Inc.

Northeast & Midatlantic
Paul Gregory « 120 Droadway » Naw York, NY. 10005 « (212) 227-9000

o —

\

Southeas|

Richard Ziober o 40 Marietta Steeet, W« Allanta, Ca, 30303 & (404) 577-9530
Soulhaast

Don Delaney » Fidelity Union Lile Taaers » Dallas, Texas 75201 « (214) 744-4616

Hocky fMountain & West Coast
Susenne Mugling » 160 Sansome S1. « San Francisco, Ca. M104 « (415) 391.7815

Midwest & Central
Tom Iloberts o 69 W. Washinglon S5t « Chicago, 11, 60202 « (312) 332:2341

y
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The anti-selection problem associnted
with the Socil Seeurity coverige of
stute and local employees will get worse
and worse as time passes. This is be-
cause of the current-cost linancing basis
of Sociul Security, us against the actua-
rially-funded nuature of supplementary
pension plans. As the Sucial Sceurity tay
rates rise, there will be increasing fi-
nancial advantages to withdraw and sub-
stitute o private plan. Accordingly, in the
interest of all parties concerned, prompt
resolution of this problem by Congress is
essential.

If it is not possible to have compulsory
coverage, the best procedure is W re-
quire that, once coverage has been
clected, withdrawal should not he
allowed.

Yet unother approach would be on the
benefits side, so as to prevent or
ameliorate the windfulls that employces
may get when coverage”is terminated.
One way would be to compute (1) the
Social Security benefit based on actual
service with the organization thay
withdrew and (2) such benefit based on
such service plus all service with the or-
ganization after the termination dite und
up Lo age 62 (or prior death or disalility )
at the prevailing salary rate then. Then,
the “earned benefit™ would be computed
as: item (2), times the ratio of (3) the
total covered wages with the orgunizu-
tion belore withdrawal to (4) such total
wuges plus the presumed ones for
service after termination. The “windlall
benefit™ (the excess of item (1) over the
“earned benelit™) would be deducted
from the computed total benelit hased
on all covered employment. i

Robert J. Myers, professor of actia-
rial science at Temple University, was
chicf avtuary of the Sacial Sccurity
Addministration from 1947 w 1970, He iy
a Follow amd Past President of the Su-
ciety of Aetwarivs and a prember and
Past President of the American
cAeademy of detuaries,
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AGRELZINT

The FuEDElAL SSCUMITY ADUINISTRATOR of the United States (herein called
the "Administratos"), and the TIRRITORY OF ALASKA (herein called the "Terri-
tory," represented by the Auditor of Alaska), by virtue of the authority con-
ferred upon them by 1au3ragree to extend, in conformiity with Section 218 of
the Social Security Act, as amended, the insurance system established by
Title II of the Social Security Act to services performed by'individuals as
cmployees of the Territory and as employees of those political subdivisions
of the Territory listed in the Appendix attached hereto and made 2 vart here-
;f, cxcept services expressly excluded from this agreameﬂt, accorﬁing to-the
following terms and conditions:

A. DEFINITIONS

For purposes of this azreement-—

L. The term "political subdivision" includes an instrumentality
of (a) the Territory, (b) one or more political subdivisions of the Territory,
or (¢) the Territory and one or more of its rolitical subdivisions,

2. The term "Employee" means an employee as defined in Section,

10(k) of the Socia% Security Act and shell include an officer of the Terri-
tory or of a political subdivision thereof.

3. The term "relirement system" reans 2 pension, anmuity, retirc-

ment, or similar fund or system established ny the Territory or by a politiecal

subdivision thereof,
L. The term "coverage proup" means a2 coverag: group as cdelined in
Scction 218(b)(5) of the Social Security Act.

B. SiERVICES COVERED

This agreement includes ¢1l services periormed by individuals as

ciaployees of the Territory and as employees of thoie politicel subdivisions

the Apperdix atizched hereto, other thar services erpressly excludcd

!—;-

listed
trercin, and except the following:

1., Any service parforme’ by employecs :is memdcrs of any coveraze

. -
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or a modifica’tion thereof, applicable to such coverace group, is executed;

2, Service periormed by an employee vino is enployed to relieve
hinm from uncmploy:zent;

"+ 3. Service performed in a hospital, home or other institution by

a patient or inmate thereof;

.. Covered transportation service (es defined in Section 210(1))
of the Social Security Act; and

5, Service (other than agriculiural labor or service performed
by a student) which is excluded Irom erployment by any proﬁision of
Section 210(a) of the Socizl Security Act, other than peragraph (8) of

such section.

C. COITRIBUTICKS BY THE TCRRITORY

The Territory will p2y to the Secretary of the Treasuxwglat-
such time or times as thé Administrator may by regulation prescribe,
amounts equivalent to the sum of the taxes which would be imposed by

. Sections 1400 and 1410 of the‘Internal Revenue Code if the services of
ciployees covered by this agreement constituted employment as defined
in Section 1426 of such code.

D. CCMPLIANCE WITH REGULATIONS

The Territory will comply with such regulations as the Adminis-

irator may prescrive to carry out the purposes of Section 218 of the b
Social Security Act,
E. XODIFICATION

This agreement will be modified at the request of the Territory
to include volitical subdivisions or coverage groups, or both, in addition
to those political subdivisions listed in the Appendix attached hereto, or
to include.additional services not now included in this agreezent, such
rodifications to be consistent with the provisions of Section 218 of the
Social Security Act.

F. TEZLNATION BY TiE TIR2100R7

fod =

The Territory, upon giving ai least iwo years! advance rotice 1n

writing to the Administrztor, may terminate this agreemeni, either in its
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entirety or with resoect to any coveraje group, eifective at the end of a
calendar gquarter specified in the notice; nprovided, however, that this azree-~
¢ ment may be terminated in its eatircty only if il has been in elfect, from
the effective date specified in Paragraoh J hereof, for not less than five
years prior to receipt of such notice, and provided further that this agree-
ment m2y be terminated with respect to any coveragse zroup only if it has been
. in effect with respect to such coverage group for not less than five years

rior to receivt of such notice.,
P T

G. TIINATION BY TYE ADMIUISTRATOR

IZ the Administrator, after reasonable notice and opportunity for
hearing to the Territory, finds that the Territory has failed or is no longer

legclly able to comply substantially with ans provision of this asreenent or
geliy , DLy J &

of Section 218 of the Social Security ict, he shall notify' the Territo:;\,; by

giving notice in writing to the Auditor of Alaska at Juneru, Alaska, that

this agrecment will be either terminated in its entirety or will be termi-

nated with respect to any one or more coveraze groups, at auch time designated

in such notice (‘nﬁt not later than two years f{rom the date thereof) as he

Geenis appropriate, unless, prior to such terminztion date, he finds that there

no longer Is any such failure or that the cause for such legal inability has

oeen removed. If, under Paragraphs G or F herzof, this agreement is termi-~ !
rnated with resvect to any coverage group, such termination shall be effective

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

.

this 2greement pursuant to any modification thereof under Paragraph E.

H. ADJUSTIZNT AMD R=ZFUMDS

If more or less than the correct amount due under Paragraph C of this

coreczent is paid with respect to any payment of remuneration, prover adjust-
5 S T& P Y pPay ’

b |
(#]

ents with respect to the amounts so due shall be made, without interest, uson

“

uchi conditions, in such manner, and at such times a2s the Adninistrator by
rejulztion may prescribe. I an overpeyment camnot be adjusted hereunder, ro-

furd shall be made in accordance vwith Section 218 (h)(3) c¢Z the Social

I, ZINTEANST ON DELINLUENT PAYRENTS
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Paragraph I of this agreement, if the Terrvitory does not rm2ke, at the time
or Limes due, the peyments provided for uwnder this agreenent, there shall

be added, as part of the amounts due, inierest a2t the rate of si:: per

ecntum per aanwa from tho dete dus until mid; and the Adainistrator in his
discretion, may withoui grejudice to other available mcthods of collection,
deduct such amounts plus interest from any zmounis,now or hereafter oro-
vided, which he may certify to the Secretary of the Treasury for payment to
the Territory under any provision of the Social Security icit., Apounts so
deducted shall be deezed to have deen peid to the Territorv under such Trovi-
sion of the Social Security 4ct.

2. In providing in Paragraph J of this agreement for retroactive
coverage, in ‘accordance with Section 218(f) of the Social Security Act,
amounts due from the Territory urder Paragrarh C of this agreezent, for the
first and second calendar quarters u7 the calendar yearI 1951, shall not be
deemed to be delinquent and subject to interest if paid to the Secretary of
the Treasury not more than 90 days after date of execution of this agreement.

J. EFFZCTIVE DATE

This agreement shall be effeciive as of January 1, 1951,

ot ;
This agreement is entered into this -7 (. ™ day of -.g.-Fﬁ.-?,,f Je- .y 1951,

H

by .. I-} 1 f 7 A ) , Commissicner for Social Security, pursu-
¢/ /]
ant to Section 218 of t.jhe Social Security Act, acting herein by virtue of

autnority vested in him by Oscar R. Ewing, Federal Security Administrator,

in Federal Security Lgency Order No. 9 dated March 8, 1951; and the Territory
of 4laska, acting herein through MNeil F. Moore, Auditor of Alaska, by virtue
o the autiiority granted by Chapter 95, Session laws of tlasla 1951, Twentieih
Regular Session of the Legislature of the Territory of ilaska.

FEDZRAL SECURITY ALSIUISTRATOR

m— T oy v 1= ﬁ‘{"";t‘,'
Aprroved: Cozmizsioner for Socizl .S%,,x.... 7
“‘3 -~
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Governor of Alaska Ey A , AT o
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. F fudiior of Alask




APPEFDIX

1. Territory of Alaska

A,

B,

C.

E.

Territorial employees and officers who were eaployces on ©

effective date of the agreenent, except that employees termi-
rnated by death, or otherwise, cduring the interval between the

effective date of this retroactive agreement (January 1, 1951)

and the date this agreenment is signed by tﬁe Cpﬁiasioner
cannot be included. .

Zxcluded services: None

Authorized Agent: Neil F.‘I-I?ore

1, Title: Auditor of Alaska

2, Address: Juneau, Alaska

Effective date of coverage: Januwary 1, 1951

Approximate number of employees covered: Lﬁ?&
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THE FOLLOWING DOCUMENT HAS
NOT BEEN FILMED BUT IS

AVAILABLE IN THE ORIGINAL-
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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 of 2= Gdpand. (927

, by and between the State of Alaska, hereinafter ‘referred to as

the "Employer," and Alaska Public Service Employees, Local No. 71,

hereinafter referred to as the "Union."

The Union shall be the only collective bargaining representative
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 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 fulfillment
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, and the
Empioyer desire to establish and maintain, 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, during 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 Employer 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 that 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 maintain preferential hiring facilities for the
purpose of soliciting qualified workmen in order to fill all requisitions.
The Employer agrees to use such services and will call upon the Union to
furnish all the qualified workmen required in the classifications herein
from among the most qualified.




2. The parties to this Agreement shall create a joint hiring committee,
within thirty (30) days 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 comiittee is empowered:

a. To establish any and all rules and regulations from time to
time that 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 agreemesnt of the parties,
and if they shall be unable to agree upon the impartial umpire, he shall
be selected in the manner provided under the disputes provision of this
Agrecement. The authority of the impartial umpire shall be Timited to
interpreting and applying the rules and regulations of the joint hiring
commititee,

A1l decisions of the joint hiring committee or the impartial umpire
shall 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 shall not be based on nor affected by race, creed, color,
age, sex, national origin or political affiliation 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
nol 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
Alaska. 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.




6. In the event the Unjon 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
workmen from other sources; provided, 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
resulting 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 m-*~tain membership in the Union as a condition of
employment during che Tife of this Agreement. A1l 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 (5) 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
1ikewise 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 provisions
of this Agreement.

3. It is the responsibility of the Employer to manage th> work force.

It is the responsibility of the parties to promote such practices 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 practices which may hamper the Employer's uperation
and that the Union will support the Employer's efforts to eliminate

waste and inefficiency, to imgrove the quality of workmanship and to promote
harmonious relations between the Employer and employees.




4. The Union agrees to make every effort to see that the members
working under this Agreement obey all reasonable rules, instructions and
regulations prescribed by the Employer.

ARTICLE VI
RECOGNITION OF RIGHTS AND FUNCTICNS OF MANAGEMENT

1. Except as provided in this Agreement, nothing 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. AlT 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, shall 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 disciplinary 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 International Union {Laborers International Union of North
America). The Employer specifically retains all of its rights under

AS 23.40.200.

2.  STRUCK GOODS. It shall not be a violation of this Agreement and it
shall not be cause for discharge or disciplinary action if any employwe
refuses to perform any service which the Employer undertakes to perform
as an ally of any Employer or person whose employees are oa strike, and




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 shall 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
covered 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 "in 1ieu of" benefits. It is agreed
that the above-mentioned "in 1ieu 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 tc 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 svbcontractor is

found to be out of compliance, the Employer agrees to take all
reasonable steps to enforce the requirements of tkir section,
including without Timitation, terminating the contiact or subcontract
if compliance cannot be otherwise obtained.

Prior to the contracting or subcontracting of any work coverad
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
Employer, no probationary/permanent employee shall be laid off and
replaced by contracted or subcontracted work.

A11 work peirformed on motor vehicles «"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
performed in State facilities except in extreme emergencies. All
State-owned vehicles shall contain a maintenance/repair instruction
packet outlining the foregoing language.




b.  LEASING, RENTAL, ETC. .A11 drivers 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 Employer shall pay all 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 instructions 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 hourly rate
of pay at the time of revocation of the employee's license for the
entire period of revocation of the license, and the employee shall be
reinstated to the seniority he held prior to revocation of his Tlicense,
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 VIII
DISCHARGE

1. The Employer retains the right to discharge a permanent employee
for just cause such as imcompetence, unsatisfactory performance of
duties 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
with 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.

A11 permaneni 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-
ing on the last working day of the empicyment period for which the
required two (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 reascn for
termination.

3. For the purpose of this Agreement, "cause" as related to discharge
for cause for employees other than permanent shall mean: 1incompetence,




unsatisfactory performance of duties, unexcused absenteeism, as well as
drunkenness, dishonesty 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
COMPLAINT & 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, rontroversies 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 difference,
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 immediately.

STEP TWO: Failing to agree at Step One, the grievance shall be raferred
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 Step 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 not» been settled

in writing within twenty (20) working 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. CLCate of receipt

shall constitute date of answer. It the event the matter is settled by
written agreement between the Union representative and the Commissioner




of Administration, such written agreement shall have the same force and
effect as a decision or award of the arbitrator and be final and binding
on each of the parties and they will abide thereby. 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 grievance 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 probationary employee holding permanent status in another
classification, which is not settled at Step Three may be submitted to
arbitration for settlement. 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 must be brought tc the attention of the Employer thiough the
Union within thirty (30) working 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 Union and the v .& of
this grievance procedure. A dismissal, demotion or suspension grievance
must be brought to the attention of the Employer through the Union
within ten (10) cays of the effective date of the action or the date the
employee is made aware of the action, whichever is later, to receive the
assistance of the Union and the use of this grievance procedure.

2. BOARD OF ARBITRATION.

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)

qualified arbitrators. Either party may at any time request a new
list of arbitrators during the life of this Agreement. Such Tist

shall be effective upon its receipt.

b. In the event that arbitration becomes necessary the arbiter
will be selected by the Union and the Employer by alternately
striking from the United States Federal Mediation and Conciliation
Service 1ist one (1) name at a time until only one (1) name remains
on the 1ist, The name of the arbitrator remaining on the list
shall be accepted by the parties and arbitration shall commence
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
strike or lockout which is in any manner related to this grievance.
The parties agree that the dacisions or award of the arbitrator
shall be final and binding on =ach of the parties and that they
will abide thereby. The authority of the arbitrator shall be
limited to questions divectly involving the interpretation or
application of specific provisions of this Agreement, and no other
matter shall be subject to arbitration hereunder. The arbitrator




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's decision, 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.

d. The arbitrator shali render his decision within 30 days fol-
lowing the final day of the arbitration hearing unless mutually
agreed to by bnth 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.

ARTICLE X
REPRESENTATIVES

1. The Union shall have represer 1tives who are not employees of the
Employer who shall be authorized to speak for the Union in all 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
empioyee'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 Union representative,
upon eight (8) working hours' written notice from the Union to the state
office where the record is avaiiable.
ARTICLE XII
CHECKOFF
Whenever an employee coming under the terms of this Agreement

executes and delivers to the Union, who will deliver to the Employer, a
proper written assignment for the deduction of Union dues 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 agrees to make
such deductions within thirty-one (31) days from the date of the notifi-
cation to remit to tiie 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 wno have previously executed a proper writ-
ten assignment shall continue to have their assigned dues and initiation
fees driucted from their wages. Upon receipt of a proper written assign-
ment, ih. 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" shall mean an authorization exeruted
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 Director
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 1ist will
also include all employees and their classifications working under the
jurisdiction of this Agreement. No other employee organization shall be
accorded payroll deduction privileges with regard to this bargaining
unit.

A1 dues and initiation fee assignments executed by employees
shall be effective for as long as such emplcovee is employed by the
Employer in classifications coming within the 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 subsequent anniversary cate of this Agreement.
The State will continue to deduct the current ten cents (10¢) per hours
additional dues until such time as the amount is changed by noiification
of the Business Manager.

ARTICLE XIII
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 accrrding to the highest-rated
classification worked provided the empicyee works for a minimum 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 higher rated classification shail be filled in accordance with
the prcovisions 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

Tower-rated work performed.




B INE,

STATE OF ALASKA
LABOR, TRADES AND CRAFTS

STEP STEP SERVICE BONUS INCREMENTS
WAGE GRADE A B C D E
50 ST 12.12  14.76  14.94  15.14  15.24
I-A 1-1/12 18.18  22.11 22 41 22.7] 2296 .
2 0T 24.20  29.48  29.88  30.28  30.48
51 ST 11.45  13.90  14.10  14.30  14.40
I 1-172 17.18  20.85  21.15  21.45  21.60
2 0T 22.90  27.80  28.20  28.60  28.80
! 52 ST 10,77  12.07 3.8 5.4 13.57
I I 1-1/2 1616  19.6] 19.91 2021 20.36
! 2 0T 21.54  26.14  26.54  26.94  27.14
i E
53 ST 9.99  12.24  12.44  12.64  12.74
| 111 1-1/2 2.9 18.36  18.66  18.95  19.M
1 2 0T 16.98  24.48  24.88  25.28  25.48
T 54 ST 9.3 11.4] 11.61 11.81 11.97
IV 1-1/2 18:97 1712 A7.A2 17982 1187
| 2 0T 18.62  22.82  23.22  23.672  23.82
) 55 ST 8.75  10.69  10.89  11.09  11.19
| v 1-1/2 1313 16.08 1631 16.68 . 16.79
| 2 0T 17.50  21.38  21.78  22.18  22.38
1 .
| 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
1 2 0T 16.38  19.96  20.35  20.76  20.96
57 ST 7.74 9.39 9.59 0.79 9.89
VII 1-1/2 11.62  14.09  14.39  14.69  14.84
| 2 OT 15.43  18.78  19.18  19.58  19.78
| .
| 58 ST 7.29 8.78 8.98 9.18 9.28
VIII 1-1/2 10.88  13.17 13.48  13.77  13.92
2 0T 14.58  17.56 17.96  18.35  18.56
59 ST 6.85 8.32 8.52 8.72 8.82
I 1-1/2 10.28  12.48  12.78  13.08  13.23
2 0T 1370 1663 17.08 1748  17.64
60 ST 6.36 7.56 7.76 7.96 8.06
X T s 9.54  11.3¢6  11.64  11.94  12.09
; 2 0T 12,72 15.12  15.52  15.92  16.12
61 ST 5.85 5.80 7.00 7.20 7.30
A1 1-1/2 8.77  10.20  10.50  10.80  10.95
2 0T 11.70  13.60  14.00  14.41 14 £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 addition to the
eighteen cents (18¢) per hour presently 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 10.25 12.44
Wage Group III 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 VIII 6.93 8.35
Wage Group IX 6.51 7.91
Wage Group X 6.05 7.19

Should the Consumer Price Index for Anchorage rise more than 6%
during calendar year 1977, the Employer 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 effective February 16,
1978, and shall 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 1978 shall be the rates shown
above, as adjusted on February 16, 1978, with the addition of 5% prepay-
ment on the cost-of-1iving effective January 1, 1978.

Should the Consumer Price Index for Anchorage rise more than 6%
during calendar year 1978, the Employer agrees that the above schedule
of hourly rates, as adjusted effective January 1, 1978, shall be increased
one percent for each full percentage point above six that the Consumer
Price Index rises effective February 16, 1979, and shall 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-1iving 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 distribution 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.
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The Job Classifications are as follows:

Wage Group IA

Airport Maintenance Foreman
Engineering Technician VIII
Occupational Safety Compliance Officer
Electrical Inspector

Group I

Highway Maintenance Foreman
Automotive Shop Foreman

Building Maintenance Foreman
Equipment Operator Foreman
Electrician Foreman

Electronic Technician Supervisor
Engineering Technician VII

Group II

Traffic Control Equipment Technician
Highway Maintenance Foreman
Maintenance Mechanic

Electrician

Aircraft Sheet Metal Mechanic
Engineering Technician VI

Safety Consultant

Electronic Technician

Group TII

Mechanic Leadman

Equipment Operator

Heavy Duty Mechanic
Driller

Trades Leadman

Cook IV

Engineering Technician V
laterials Lab. Technician III
Partsman II

Plumbing Inspector
Stationary Fireman III
Aircraft Mechanic

Party Chief

Traffic Control Technician

Group IV

Mechanic
Maintenance Man
Equipment Operator
Plumber

Driller

Painter

Carpenter




Wage

Wage

Wage

Wage

Stationary Fireman 11
Instrumentman

Inspector III

Highway Engineering Technician V
Materials Lab. Technician II
Storekeeper II1

Sign Painter

Group V

Maintenance Man

Equipment Operator

Driller

Engineering Technician IV
Inspector II

Highway Engineering Technician IV
Housekeeping Supervisor

Partsman I

Group 1

Equipment Operator

Labor Foreman I

Cook III

Electronic Technician Assistant
Materials Lab. Technician I
Storekeeper 11

Head Chainman

Groundsman Supervisor

Group VII

Equipment Serviceman

Equipment Operator

Trades Helper

Cook 11

Engineering Techrician III
Inspector 1

Equipment Dispatcher

Groundsman

Highway Engineering Technician 111
Materials Lab. Technician Aide II
Stockhandier

Rear Chainman

Laundry Supervisor

Group VIII

Laborer

Building Custodian
Storekeeper I
Assistant Groundsman
Custodial Worker II
Laundry Worker II
Housekeeping Aide III

14



4

Waie Group IX

Cook 1

Clothing Clerk

Engineering Technician 11

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 and shall
remain in that step for 120 calendar days, at whih time the employee
shall be placed in step B.

d.  Former employees rehired into a job class in which they held
permanent/probationary status 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) calerdar
days, other provisions of this Agreement notwithstanding.

JOB CLASSIFICATION. The Spec1f1catlon§ or job classifications

regarding skills, abilities, experience, work requirements and duties
shall be estab115hed by the Employer.

a. Following the s gn1ng of this Agreement, the parties agree to
conduct a study to review all class specifications and job descrip-
tions of the State within the bargaining unit following which the
State will establish new classifications where necessary, delete
classifications where necessary, establish and adopt new class
specifications, and allocate classifications to existing wage
groups. In addition, the study shall include a review of the wage
group allocations of existing classifications; disputes on the
allocation of existing classifications to existing 'wvage groups
shall be resolved as provided in subsection b below.

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

1. The Union shall notify in writing the Commissioner of the
Department of Administration of its disagreement with the
classification of an individual position or classification
covered by this Agreement, with a copy to the Commissioner of
the operating department in which the dispute arises. Such
notice shall include full details on the significant 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 foilowing 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 ., ites listed above shall not be cumulative, and the additional
rate 1isted for the specified Tlength of continuous servic2 with the
Employer shall be the total amount paid for that length of service. No
employee 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 whiéh rates of
pay are not established by this Agreement, are put to use after the
effective date 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 determined by
tie negotiations or arbitrator.




If the parties cannot agree on the proper wage rate, the dispute
will be settled as provided in section 2. In these cases only, the
arbitrator shall be authorized to establish a new wage and/or classifi-
cation.

5. SUBSISTENCE. Subsistence shall 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.

ITlustrative Place House Election Steps
Names Districts Above Pay Plan

Ketchikan-Prince of Wales
Wrangell-Petersburg

Sitka

Juneau

Icy Strait-Lynn Canal
Cordova

Valdez Pipline Corridor
Palmer-Wasilla

Anchorage

Seward

Kenai-Cook Inlet

Kodiak

Aleutian Islands

Bristol Bay

Bethel

Yukon-Kuskowim
Nenena-Cantwell-Healy-Livengood-Manely
Fairbanks
Eagle-Chicken-Circle~40 Mile
Fort Yukon

Barrow-Kobuk

Nome

Wade-Hampton

Qutside Alaska

WLO~NO O O EWR—
——
o

The Election Districts 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 Slana
Edgerton Highway - Chitina to the intersection with the Richardson
Highway - five miles eilher side of the above highways between
the cities or destinations listed shall be the Pipeline Corridor.
**16(a) South of Arctic Circle
***16(c) North of Arctic Circle

6. PREMIUM PAY

a. 1. For all work performed on the employee's first 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,
provvded the employee has worked, been compensated for, or has
been excused from working on his last rﬂgularly-scheduled work
day.

3. Al work performed on holidays shall 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 “sw1ng"
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 “grdveydrd" 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. Employees who are required to work under dangerous conditions
shall receive hazard pay of seven and one-half percent (7.5%) in
four-hour increments so worked, Dangerous conditions shall be
defined as working at heights more than twenty-five (25) feet above
the ground on towers, bridgework, and handling explosives so designa-
ted by the Employer, antennas and transportation by helicopter
required by the Employer.

7. Each new employee, unless otherwise designated, shall be hired as a
probationary employee until the end of the probationary period of sixty
(60) days. 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 und 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 full or part-time temporary employee. A
temporary employee is one so designated for one hundred and twenty (120)
calendar 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
date 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 that time.
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