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September 30, 1977

Mr. B. B. Allen \
Commissioner
Department of Administration 
Pouch C
Juneau, Alaska 99811

RE: 77-1586 (Pending)
Preliminary Report

Dear Commissioner Allen:

Please be advised that the above-cited complaint has 
been investigated by the Office of the Ombudsman. In pur­
suing information relevant to this complaint, several other 
problems have come to light prompting us to expand this 
investigation into a special Ombudsman investigation (pursuant 
to AS 24.55.120) spanning the last four months.

The original complaint alleged that the changes brought 
about in the State Employees’ Deferred Compensation Program 
were unsupported by fact or logic, were contrary to legislative 
intent, and represent a breach of good faith on the part of 
the State. For clarity, we have separated the issues in the 
discussion wl.ich follows.

Pursuant to AS 24.55.150, the Ombudsman may investigate 
an administrative act of an agency which the Ombudsman has 
reason to believe might be:

(1) contrary to law
(2) unreasonable, unfair, oppressive, arbitrary, 

capricious, an abuse of discretion, or un­
necessarily discriminatory, e on though in 
accordance with tl e law

(3) based on a mistake of fact
(4) based on improper or irrelevant grounds
(5) unsupported by an adequate statement of reasons
(6) performed in an inefficient or discourteous manner
(7) or otherwise erroneous

Because of the complexity of this subject which in­
volves financial investment of public monies, and the fact
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that time has been a major factor in this issue, we have not 
pursued the merits of one deferred compensation investment 
vehicle versus another. However, we support the contention 
that the questions raised by the complainant in this matter 
are significant and do require appropriate review. Our 
recommendations address this need.

As Mr. Gates indicated in his September 12 letter to my 
Assistant, Don Fisher, the background of this matter must be 
examined in order to understand the recent action involving 
the Deferred Compensation Program. It is our understanding 
that the deferred compensation fund is viewed by your department 
as state monies whose management comes under the general 
authority of AS 35, Public Finance, and is subject therefore 
tr the requirements set forth in that chapter.

Our investigation revealed several major discrepancies 
in the State's management of the Deferred Compensation 
Program. These discrepancies centered around the failure of 
the State to responsibly monitor and supervise the professional 
actions and attitude of the State consultant, Mr. Robert 
Irwin of the William Mercer Company. In his capacity as the 
State's consultant, Mr. Irwin allegedly threatened Hartford 
associates several times, in front of witness in September,
1976, to use his influence to remove the Hartford Company 
from the Deferred Compensation Program. The fact that 
personal problems existed between the Hartford people and 
the consultant were communicated to then Director of Retirement, 
Mr. Robert Gates, in a February 16, 1977, 1; icheon meeting 
with Mr. Ron Robinson of Hartford at the Jut. au Hilton 
Hotel. Further concern was expressed about Mr. Irwin's 
conduct in a letter dated May 27, 1977, to Mr. Irwin from 
Michael E. Greene, Assistant Vice President and Director of 
Sales for Ha;tford. You responded to Mr. Greene’s letter on 
June 2, 1977. Both letters are attached as Exhibit 1 to this 
report.

In his September 12, 1977, letter to Mr. Fisher, Mr. Gates 
stated that "the Hartford was advised on May 11, 1977, that 
we were not satisfied with the propose 1 which had been pre­
sented up until that date..." In conversation with Mr. Fisher, 
Mr. Gates further advised that on the State's authority bid 
questionnaires were solicited by the consultant, Robert 
Irwin, and that the bid period was June 15 through July 15,
1977 He also indicated that Mr. Irwin had opened the bids on
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behalf of tht State on July 15, in his Seattle office.
Mr. Irv/in's consultant's report was not dated, but Mr. Gates 
stated it was received by the State on August 15, 1977.

The record of dates as restated above indicates that 
the bid process was perceived as a necessary procedure in 
conducting thi-> transaction of public finance. However, at 
least two items of record were etracted from the Equitable's 
original bid on August 3, 1977. These changes were agreed 
upon approximately nineteen days after the bidding period 
had closed. Exhibit 2 is a copy of a letter dated August 3, 
1977, from Paul J. Dolinoy, Pension Consultant with The 
Equitable, to Mr. Robert F. Irwin. In his letter Mr. Dolinoy 
states in part, "You expressed concern about the penalty 
(370) that would be levied in the event that a unilateral 
withdrawal of the fund was made by the State of Alaska prior 
to the end of the guarantee period. Your concerns were 
communicated to Equitable's home office in New York with the 
hope that an arrangement could be worked out where there 
would be "no penalty" after the market value adjustment v/as 
det ’mined. We are pleased to inform you that the "penalty" 
provision of the market value adjustment will be eliminated..."

A second change was made in the Equitable bid on August 3, 
1977, in another letter from Paul J. Dolinoy to Robert 
Irwin. In part it said, "We have re-evaluated the guaranteed 
expenses for the above group's Deferred Compensation Program 
and we are pleased to advise you that we were able to decrease 
our expense formula to .257* from the previously quoted 
.307.." A copy of this letter is attached as Exhibit 3.

Impact;

Alaska Statute 37.05.230, embellished by the 1959 
Attorney General's Opinion No. 27, set the tone and has 
direct application in the matter at hand. "The purpose of 
this chapter was not only to protect the State and the 
public purse from uneconomic contracts let b* ’use of failure 
to request competitive bids and because of possible favoritism, 
but was also to insure that contractors would be insured a 
certain amount of "fair play" in dealing with the State 
government and in competing with one another for State 
contracts." In allowing a consultant for the State to aw». 
exclusively unsupervised and in private in a distant city 
(Seattle) on a sealed public bid, and with the prior knowledge 
that his professional perspective had-been seriously questioned, 
has cast a cloud over the entire process. In effect, the 
bids were not opened in public. The State failed to ensure 
that an employee of the State was present at the opening
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on July 15, 1977 to ensure that AS 37.05.230 and 37.05.240 
were adhe.-ed to. In addition, major changes to the plan 
were negotiated by the consultant with his choice of program 
carriers after the bids v.’ere opened. This violates the 
intent of the bidding process and undermines the spirit of 
"fair play" which is insured by AS 37.

Findings
I find; that the State failed to follow the bidding 

requirements as set forth as AS 37.05.250, in that the 
Retirement and Benefits Division delegated the duties and 
legal obligations of soliciting and opening bids to Mr.
Robert Irwin, an unauthorized individual not in the emp­
loyment of the State; and that the State authorized Mr.
Robert Irwin to open bids in his Seattle office, not in 
public as prescribed in AS 37.05.230(2); and that t’ .ough 

_■ the State's acquiescence, Mr. Irwin negotiated significant
changes in the Equitable carrier's original bid after the 
July 15 closing date in violation of the spirit and intent 
of AS 37.05.230; and that AS 37.05.240 requiring specific 
organization of bidding documents was not adhered to.

f, ' The statute states: "All
bids with the names ot the bidders and the amounts of the 
bids, together with all documents pertaining to the award of 
a contract, shall be made a part of a file or record and 
retained by the department . . . and these files or records 
are open to public inspection at all reasonable times."

It was our finding that no such coordination of bids
and documents existed in the State files and were therefore 
not readily available to the public upon request. It was 
our understanding thac most records pertaining to the bids 
were in Mr. Irwin's custody.

In view of the secretive manner in which this initial
changeover of the Deferred Compensation Program was done and 
due to the peculiarities of this system, it is recommended 
that:

1. The State immediately stop further action in 
pursuing the new contract with Equitable and
T. Rowe Price until the following btep has been 
accomplished and the collective decision has been 
reached by those involved:

2. In light of the reported conflicts of the present 
consultant cited above, Commissioner of Administration 
establish a committee of five impartial persons,
two of whom woulJ meet wiLh approv;1 of the executive 
branch and throe of whom would meet with the 
approval of APEA, Local 71, and IBU, whose members 
comprise in excess of 857. of the total plan participants.
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Because of the constraints of time we have not outlined 
how the above committee should operate; however, we will 
detail these procedures at a later time. In addition, because 
of the limited time involved, we have not put forth our concerns • 
about the lack of participant input into the management decisions 
of this program.

The above recommendations have taken into account the 
tact that the 1978 open enrollment period is to begin October 1, 
1977. We see no reason why the present carrier cannot 
continue to enroll new participants and make necessary 
adjustments for current members regardless of the outcome of 
this matter. On the other hand, if this is perceived as a 
problem, the review process could be expedited and would 
merely result in a shortening of the open enrollment period 
this year.

Since this rerresents the formal report with recommendations 
from this office, may we please be advised of the disposition 
your agency gives to each recommendation in accordance with 
21 AAC 05.080.

We will appreciate your careful consideration of these 
recommendations.

Sincerely,

^ l l t V  U U  O I I I U I I

FF/DF/lh
cc: Don Fisher, Ombudsman Assistant

Governor Hammond, State of Alaska
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Tax shelter faces a challenge
by Howard Weaver

Anchorage
D ebate surrounding planned changes 

in the  deferred com pensation plan for s ta te  
employes has many of the 1,100 partici­
pants w orrying about the  tax-exem pt s ta t­
us of alm ost $10 million of th e ir  money.

T h e  d e fe r r e d  co m p en sa tio n  p lan  
(DCP), th rough which w orkers reduce the ir 
tax burden by electing to  postpone receipt 
of some wages, has been called to  qu stion 
because th e  IRS t is  not notified of a 
planned change in adm inistration. S ta te  of­
ficials say th e re  are "absolutely confident” 
th a t the contem plated change of investm ent 
m anagers is not a substantive modification 
and so does not require the  IRS okay.

But if th ey 're  wrong, the plan—de­
signed as a tax she lte r—could become a 
m assive tax  liability for most participants. 
Should the plan be disallowed, participants 
face the prospect of having th e ir  money re ­
tu rned  in one lump sum —all of it then tax ­
able a t  high ra tes.

"T here is no problem and has never 
been a problem . Everyone (in -..ate govern­
ment! is very  confident th e re  is no prob­
lem ,” said Paul Arnoldt, who as director of 
the  Division of R etirem ent and Benefits 
heads the  program .

Critics are not th a t sure. Senior offi­
cials of H artford Insurance Co.—which 
stands lo  lose the  contract to  m anage the 
fund—say the proposed tran sfe r of carriers 
and investm ent plans likely are substantive 
am endm ents. T hat would require approval 
which the  IRS says it ju s t w on't give, they 
say .,.

ge *
Meanwhile, the procedure used to 

aw ard the investm ent contract is under In­

It's called 'deferred compensation/ and it's
turned into what one 
game of politics.'

He also said changes made afte r the se­
lection process closed w ere “im provem ents 
to  an already superior product." Had the 
consultant not accepted them , he said, the 
s ta te  would have received a program  less 
suitable than it u ltim at' .> got.

The uncertainty about IRS approval, 
however, could make moot the question of 
who m anages the investm ents. In the  worst 
case, tax agents could dimply disqualify the 
plan, m andating re tu rn  of deferred  wages. 
That would leave participants holding the 
bag for taxes perhaps g rea te r  than they 
would have paid had they not deferred  in­
come. The re tu rned  funds would be counted 
taxable inc-m e; they are  exem pt only while 
in the  DCP system . Since the  money would 
come all in one tax year, participants likely 
would find them selves in a higher bracket 
than if they had not deferred  income over a 
period of years.

The plan has proved extrem ely a ttrac ­
tive to  many s ta te  w orkers—especially 
those in the upper range of the  salary sche­
dule. Some sta te  em ployes have deferred 
more than $2,000 m onthly, and total invest­
m ents run to  more than $30,000 for some in­
dividuals.

One st - to employe, at least, has w rit­
ten to  Allo.i raising concerns over the  IRS 
sta tu s  of the  system  and asked th e  s ta te  to 
guarantee he will not suffer by participat­
ing in the plan, l ie  said rep resen ta tives of

state official calls 'a

U.S. In ternal Revenue Service approval for 
its deferred compensation plan.

“T herefore, before I made my decision 
on w hat am ount of my income, if any, to  de­
fer during. . .1978,1 am formally requesting  
th a t you. . .certify  to  me th a t I shall incur 
no federal o r s ta te  tax liability on any in­
come so deferred  as long as I cm enrolled in 
the S ta te  deferred compensation plan.

“In effect, I am asking that you agree 
to  hold me harm less should the Internal 
Revenue Service eventually decide th a t as 
of January  1, 1978, the S ta te  of Alaska did 
not have a valid ruling on the plan,” the le t­
te r  said.

A t issue is w hat the IRS calls a "p ri­
vate taxpayer le tte r ,” by which the tax 
service authorizes tax exemption plans 
such as the Alaska DCP. The S ta te  ob­
tained approval for its plan in 1974—but, as 
is often the case with the  IRS. th e re 's  a 
catch.

A fter approving the DCP as passed by 
the legislature and am ended, the IRS cau­
tioned ", . .th a t if th e  Plan is am ended or 
modified. . .th is ruling may no longer ap ­
ply."

To compound th a t th rea t, the IRS re ­
cently iss ed a bulletin saying it docs not in­
tend to  issue any new approvals o r to  ap­
prove newly am ended plans pending a r e ­
view of the deferred  income, tax shelter 
schemes. If plans to  change carriers for the 
plan and  re la te d  changes in it a re  deem ed

vcatigation by the s u t e  O m budsman's Of-.,. '•UB*bl?)g |« u b s ta n tlv e -th e re fo n )  requiring IKS a p - ‘
■ the  questions he raised. *  p ro v a l- th e  S tate  could find itself w ithout a  -■fire Results of his prelim inary exam ination^!**?'

[ ~ ^ '^ _ s a y  the m anner in w h ic jijh a t-eo n frtc rw as In •  recen t le tte r  to  Allen, the  employe
changed “violates (he In ten t of the  bidding ®»*d the uncertain ty  “leaves me totally con-

valid DCP.
But while the s ta te  is most unlikely to

officials say they are confident the change 
in m anagem ent does not require IRS ap­
proval and th e  DCP will remain a solid tax 
shelter.

A sst. A tty . Gen. ,'om K oester, who is 
p reparing  a formal opinion at A rnoidt’s re ­
quest, says he sees “no spectre of adverse 
tax  consequences" for DCP participants.

“I don 't believe IRS approval is jeopar­
dized by a change in carriers. W e’re  not 
changing the te rm s of the plan docun nt 
approved by the IRS (in 1974),” he said.

Robert R. Baird, vice president of 
H artford, sees it differently. In a recen t le t­
te r , he w rote, ”, . .it is difficult to  think of 
any am endm ent which is meaningful as far 
ns the  operation of the plan is concerned 
which would not also be considered sub­
stan tive by the IRS."

L ater, Philadelphia law jt-r Daniel S.
K night p r  pared an opinion a t Baird's r e ­
quest and came to  sim ilar conclusions.

Since the s ta te  plan authorized by the 
IRS specifies that DCP paym ents will 
"equal the  am ount which would have been 
payable under a variable annuity contract” 
and the proposed new m anagers don't offer 
variable annuities, the plan likely would 
need am endm ent, Knight said.

" . .  .A t a bare minimum, the S ta te  ot 
Alaska would be most im prudent if it did 
not call these changes to  the attention of 
the (Internal Revenue) Service,” he w rote.

The s ta le  hasn 't done th a t, and doesn't 
intend to, according to  Arnoldt. "It's  been 
our feeling right along tha t w e're not chang 
ing the plan. T here 's been no chan;re, so 
w hy 'ask  for approval? There is absolutely 
no need o r justification," he said.

The only problem , he says, has come 
from rum ors spread by “self-serving in ter 
e a ts"—a clear reference to H artford 
ag e n ts—who mav well lose the ir s ta tu s  as 
providers o( the DCr* service. A rnoldt laid v t w . < / v' 
responsibility for tno disquiet on “people 
looking m ore (rom heir in terested  perspec­
tive than the  in te rest of participants.
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say th e  m anner in which tha t contract was 
changed “violates the in tent of the  bidding 
process and underm ines the sp irit cf 'fair 
play*. .

T hat change, resulting  from a selection 
process concluded in A ugust, would tra n s ­
fer m anagem ent o* the DCP from H artford 
to  a team  of Equitable Insurance and the T. 
Howe Price Co. The contract can be a lucra­
tive one, and th e  com petition, although 
publicly quiet, has been intense.

Ombudsman F rank  Flavin recom m end­
ed in a Sept. 30 le tte r  to  Commissioner of 
A dm inistration B.B. Allen th a t the  s ta te  
“immediately stop fu rth e r action in pursu ­
ing the new contract” until a special five- 
m em ber panel is appointed to  reveiw  the 
process.

F lavin 's investigation dealt not with 
the  question of IRS approval bu t the m an­
ner in which new m anagem ent contractors 
w ere aw arded the DCP arcount. His le tte r  
outlined findings of an Ombudsman investi­
gation:

. .The S ta te  failed to  follow the bid­
ding requirem ents (cf s ta te  law) in th a t the 
R etirem ent and Benefits Division delegated 
th e  duties and legal obligations of soliciting 
and opening bids to  Mr. Robert Irwin, an 
unauthorized individual not in th e  employ­
m ent of the sta te ; and the  S ta te  authorized 
Mr. Irwin to  open bids in his S eattle  office, 
not in public as prescribed (by law); and 
through the  S ta te 's  acquiescence Mr. Irwin 
negotiated significant changes in the  E qu it­
able carrie r’s original bid afte r the . . .clos­
ing date in violation of the  spirit and in tent 
of (legal bid procedures); and (laws) requir­
ing specific organization of bidding docu­
m ents w ere not adhered to. .

A rnoldt said Tuesday the DCP "really 
defies the bid process,” and th a t Irw in's so­
licitations w ere handled in the m anner of 
professional services not subject to  com­
petitive bidding by specifications.

“I am totally  convinced the poople in­
volved with the  bid process maintained a 
professional approach. They acted as hon­
estly  and w ith as good faith as anybody,” 
A rnoldt said. He expressed “utm ost faith 
and confidence” in Irw in, the S eattle based 
consultant to  the DCP.

In a recent le tte r  to Allen, the employe valid DCP. 
said the uncertain ty  "leaves me totally  con- But while the s ta te  is most unlikely to
fused as to  w hether the S la te  has a valid tg re e  to  hold anybody harm less for taxes,

The state failed to follow the bidding 
requirements/ an Ombudsman's investiga­
tion found. The state delegated the duties 
and legal obligations of opening bids to . . . 
an unauthorized individual not in the employ­
ment of the state; and the state authorized 
(him) to open the bids in his Seattle office, 
not in public as prescribed (by law) . .

looking more from the ir in terested  perspec­
tive than the in te rest of participants.

"I think we've gone through the big 
hump now," he said. "A lot of people with 
concerns are now satisfied."

A num ber of o thers, however, may not 
be. T here has been talk of filing a lawsuit to 
stop transfe r of the m anagem ent contract 
until the IR S question is finally determ ined. 
A kind of netw ork has em erged among op­
ponents of the change, and word of develop­
m ents is passed continually along it.

“The form er carrie r has generated 
some in terest with unsubstantiated claims. 
We recognized th e re  would be some p res­
sure brought. T hat's  politics, th a t’s the 
name of the gam e,” A rnoldt said.
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Thr Alaskidand auditorium (shown 
bmv) a<ii filled In lh.' brim uith hidden  
mi bystanders lusl weekend far the fir it 
tld  auction in Alaska

Action tuned  / ram the man tat nghtl 
righmg his nugget to the fellow lot left) 
up!n\nig one of the larger pieces o\ some 
'J.000 ouncesmndahle for mo tion lPhotos 
v Rodger Painter).
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u c t o n  a u i r a S i S

till& iJvS? C i u^iii 0 ‘̂ J L y
rluvkbook* walked away u i i l i  the f.utrti SWO an outlet*, am i many o f th»* s ia lt 
poke*. ° f  sm a lle r nuggets went at $220 an

Prit «-̂  generally were a lxn c  sntelter ounce or m ure 
prices offered to sm all m iners, but be- T l ic  two day auction b a il some- 
low tin* cu rren t w orld  go ld  m arket svli.it o f  a ca rn iva l atmosphere and 
p rice  o f Slt'*l I?* |*ei ounce tuanv cam e to observe w ithout m aking

I lie  audience and p io m o te n  were a b id
N o n lti i  i ll i* 'iim .ite  o f  th e  to ta l 

sali-s w.i» a v a ila b le  im itted i.ite lv . b u t it 
a |* c * .t t id  to  I" “ * ,l th e  Id.thUI

. .  • •  I t l l ' i l i t  l l l l  S'V « l l | i l l « a l t %. « • ••••
In ternationa l C o ld  C o rp  o f S a n ta

••quails g n vn  at the am tinning pim evi. 
which appea led  to M ille  v |i iu tn d  b id  

lin g  M i'v l o l tbe linne ts n l l i - i n l  ibe it

i n n in g  b i d d e n  w ere j  I low ed to  p u r -  _  ^  w _

tasc as little  as one ounce, and the Ana. C a lif . ,  b id SI la .000 lor the 62
rr» «ing go ld  t r n n  that tm u ig n n irm  o i.m e n-iggrt well U  '.w- the m il • tw in
is o n .re d  to ancone eU* interested -  asking p m e  o f SlSO.OdO Tbe  nugget
the « m c  price. WJ1 |ou „ , j  j „  ,|,c M ,C ra tb  atea bv

But. some ot the larget nuggets. M ine r W arren  M jg iiu sxon  in  I9i'» 
n g it ig tP s i/e  up  to 62 ounces attract I be largest nugget m id  weighed
co in jie tn ive  b idd ing . |<t g 0 i a n d d tew  a b id o f  SIS.lUIJ.

A u cn o m rr  J.ve Raster n f Skagway M m rra  and vjsumnr* o f the aue-
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Lawsuit 
ready sn 
IRS flap

J u n e a u
A high-ranking Legislative Affairs o f­

ficial says he plans to  sue *hc state oser pro- 
.o se d  . hanges in the state 's deferred co m ­
pensation plan for state employes.

M yn Cham ey. director o f ad m in is tra ­
tive services for the Legislative Affairs 
Agency, told the A d w c a te  he and a few 
o th e r employes have instructed their law ­
yers to  file a class action suit on behalf of 
the  1 .100 employes p a rtic ip -i.n g  in the 
plan.

Unde* the deferred  com pensation  
p lan  (DCP) workers reduce their tax b u r ­
den by delaying receipt o f a portion of tb - ir  
wages Since the plan went into effect in 
O ctober. 1974. alm ost SIO million has been 
invested in the fund T h e  money is re ­
tu rned  with interest to  participants or the ir 
bcncficiarirs ujion re irem ent, term ination , 
disability or death

T h e  DCP has com e into question r e ­
cently because th "  IRS was not notified of a 
p la n n rd  change iP adm inistrators ( A d id  
cate. Nov, 10 16). S tate officials say the dc 
cision to  chm ge fr >in H artford  Insurance 
Co. to  a ieam of L quuablc Insurance and  
the T . Rowe Price Co. docs not require IRS 
approval.

Rut top H artford  officials say th r  p ro  
posed transfer is a substantial am endm ent 
requiring  IRS approval.

Breaux.’ state officials arc convinced 
th e  change is not a m ajor m ollification an d  
therefore docs not require IRS ok js sta te 
officials sav they do  not plan to  notify the 
IRS.

Rut if it is d i e n n in r d  that IRS ap  
pros al is nerrssarv am i it iv not giscn, the 
p lan  could be disqualified, m andating  r e ­
tu rn  o f th r w agn . Participants then would 
face the pujfijicci o f hassng their money re ­
tu rn ed  in one lunq i sum  -  m uch ol it then  
taxable at high rates

C ham ey said he cx|n-ctt the suit to  be 
filed within the next two weeks. He said it 
will seek an injunction presen ting  the sta te  
from  tran d en n g  adm inistration of the p lan  
until an  IKS ruling has been issued

H the IRS approves th e  transfer, the  
suit will be d ro p p 'd  C haniev  said

T h e  new ea rn e r  cu rren t I v is scheduled 
to  take user Jan I

Cotnmiv»umrr of A dm inistration  Rill 
Allen said he is confident the change does 
not requin* IKS approval. I !r said the  .die 
gatiou« that the change is a substantial 
miMliliiauun have com e prim arily from  
I l.n tb ild

“ll.o ifo rd  is pu lling  ptowiiu- on  our 
u f ru e to lin d f .m il wtih n u r  d ivision Allen 
v iid  “W e asked H ailfiu d  to  consider re 
negotiating lies thtix* lim es but iln-s iln ln i  
'" in i ' uji uni t  th e  Iw-st pi in "

According to state oflieu ls the f q i
j ‘>le plan «ould result m higher g u a ra n tm t 
u itr trs t and antm itv rati'x an d  lower njH-rat 
ini; n p - n x s  I 'm le r  th r  new p lan  an  etn 
p l .n r  < | . i  m sestn l 5VU00 a w ar for III 
sears would he guaraiuei-il a m u m  of $74 
‘.’Oil c o m p a n d  to  JiiJ 5 j0 under the l i a r  
ford p lan , state officials said

1 fie C u m i n  d e fc n ed  coni|<ensaiim  
plan has jiiu sitl rs tre in e lv  a i tra c tn e  to  
ma ny state sm tken

—Jcnn Klzcr



DEFERRED COMPENSATION
November 30, 1977

The referred Compensation Plan for the employees of 

the State of Alaska is designed as a convenient and economical 

method of increasing their financial independence during 

retirement years. The primary purpose of this plan is to 

allow irlividuals to defer receiving a portion of their current 

salary and have it accumulate on a pre-tax basis until some future 

date when they will then be in a position to receive an annuity 

to supplement other types of income. All regular full-time 

and permanent part-time State employees who have completed six 

consecutive month of employment may voluntarily elect to place 

a portion of their salary into this Internal Revenue Service 

approved tax sheltered plan. The plan allows the participant to 

defer receiving a portion of their current salary and postpone 

payment of both State and Federal•income taxes on such deferred 

amounts plu3 any interest or investment income until the time 

those monies are paid out under one of the various provisions.

The plan was established in 1974 following enactment of Ch. 40, 

SLA 1973 which granted the authority for offoring a deferred 

compensation plan to State employees. The plan is adminstorcd by 

the Division of Retirement and Benefits, Department of Administration. 

From the irception cf the program it has been the goal of tho 

Department of Administration to provide an administratively feasible 

plan which has great flexibility and the best possible guarantees



for the participating employees. The consulting firm 

of William M. Mercer, Inc. was retained to issist the State in the 

initial selection of an insurance carrier to handle 'he plan, 

and after an extensive review of the proposals submitted it was 

•concluded that the Hartford Variable Annuity Life Insurance Company 

could best provide what was felt to be^the most desirable overall 

program. The program was implemented in October 1974, and since 

that time approximately 1,100 eligible employees have enrolled in the 

plan and are deferring nearly $400,000 a month. The open enrolled 

period for tnis program is held during October and November of each 

year.

The administration and the investment options of the plan 

are periodically reviewed to insure t* at the employees of the 

State are participating in the best overall deferred compensation 

program at the lowest possible cost. Over the past several years 

an increasing number of financial institutions have starte to 

offer products to fund deferred compensation plans. In March 1977, 

the Depr tment of Administration directed its consultant to 

conduct a market survey to determine the availability of products 

suitable for funding the doferred compensaticn plan. The findings 

of this survey indicated that there were a number of competitive 

products to the existing State plan being offered. Based on this 

information the State solicited proposals from various financial in­



stitutions. After a detailed review of the various proposals 

submitted it was concluded that the current insurance company no longer 

offered the oest overall program and that a change in the funding 

vehicle for the deferred compensation plan was warranted. The 

combined proposals submitted by two other financial institutions 

were deemed to be the most attractive funding vehicles offered from 

the individual participant's standpointT The most significant 

advantage of the new program is that the accumulation of funds 

based on contractual interest guarantees is substantially greater 

than the present plan. For example, based on contract guarantees 

only, a participant who is deferring $5,000 annually in a fixed 

income account over a 10 year period would have an accumulated 

account value under the new plan of approximately $13,000 more 

than the present plan. Another major advantage of the new program is 

that the annuity rates are substantially greater than those guaranteed 

by any of the other proposals which were received.

Tie improvements in the deferred compensation plan will become 

effective January 1, 1978.

4
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iaska P ublic li m n o n c s  A ssociation
* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

State Headquarters. 130 Seward Street, Suite 508, Juneau, Alaska 99801 • Tel: (907) 586-2334

December 1, 1977

Re: Status Report on the
Alaska Deferred 
Compensation Plan

John Pugh, President and 
Members of the Executive committee:

I have been asked by the Executive Director to provide you with an 
update as to the present status of the dispute over the Alaska Deferred 
Compensation Plan. As you know, the Deferred Compensation Plan, approved 
by the Internal Revenue Service, permits state employees to postpone re­
ceiving part of their salary and defer payment of both Federal and State 
income taxes on the amount deferred until time of payout.

Briefly stated the background of this problem is outlined as follows:

1. The State of Alaska adopted a Deferred Compensation Plan 
on May 31, 1974. Although the State is not required to fund 
the Plan with an insurance carrier, it has done so and orig­
inally selected Hartford Variable Annuity Life Insurance 
Company ("Hartford") as the funding medium.

2. The only documents submitted to the IRS in connection 
with the ruling request were the Plan document, a trans­
mittal letter from Mr. Joseph R. Henrie, Commissioner of 
the Alaska Department of Administration and a letter dated 
June 4, 1974 submitted by Mr. Robert Gates on behalf of the 
Department of Ad inistration. Mr. Gates' letter of June 4 
was merely a transmittal letter forwarding the Plan document 
as amended in response to an IRS letter dated May 28, 1974.

3. The State of Alaska decided to change the carrier under 
the Plan from Hartford to the Equitable Life Assurance 
Society of America ("Equitable") and T. Rowe Price ("Price"), 
a no-load mutual fund.

The foregoing has resulted in a dispute that has two primary issues:

1. First, were the bidding procedures followed by the 
Department of Administration for the change in carriers 
contrary to legislative Intent and/or a breach of good 
faith on the part of the State?

A N C M O A A O f  r i f L O  O r r i C K
•o »  w •»« struct i u i t i  w o

a u c m o h a o c  a l a a m  a • ■ s o i
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r a i a p a u m *  r t t i o  o r r i c r  
1914 CU9HMAN kUITt 209 

fAlABANAk. AlAkKA 99701 
TtltAHONt -907* 4999411

justAU riCLO o rn c c
1)0 tlWAKD I IM lt r  SUITt 909 

JUNCAU, ALA9ICA 99901 
TdlAHONC 19071- 999-1394
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2. oscondly, does the change in carriers by the State 
of Alaska render the favorable IRS Ruling of 1974 in­
applicable to the State's Deferred Compensation Plan?

Turning to the first issue, this problem was originally raised in a 
complaint filed with the Office of the Ombudsman. The Ombudsman found, 
in part, as follows:

"I find; that the State failed to follow the bidding 
requirements as set forth as AS 37.05.250, in that the 
Retirement and Benefits Division delegated the duties 
and legal obligations of soliciting and opening bids to 
Mr. Robert Irwin, an unauthorized individual not in the 
employment of the State; and that the State authorized 
Mr. Robert Irwin to open bids in his Seattle office, not 
in public as prescribed in AS 37.05.230(2); and that 
through the State's acquiescence, Mr. Irwin negotiated 
significant changes in the Equitable carrier's original 
bid after the July 15 closinq date in violation of the 
spirit and intent of AS 37.05.230; and that AS 37.05.240 
requiring specific organization of bidding documents was 
rot adhered to."

The State's reply has consistently been that changing of carriers for 
handling of the Deferred Compensation Plan is outside of and not regulated 
by the Statutes and Administrative Regulation and that Irwin's soliciations 
to Equitable and Price were handled in the way professional services are 
handled and were not subject to competitive bidding by specifications.

After conversations with Bob Gates, Deputy Cormissioner of Administration, 
and the Ombudsman's office, it appears that the resolution of this first issue 
is in limbo; no one is doing anything. Hartford Insurance has not retained 
attorneys to enjoin the State from proceeding further and the Department of 
Administration has not even replied in writing to the Ombudsman complaint dated 
September 30, 1976. (In fact, in a conversation with Paul Arnoldt, Director of 
Benefits and Retirement on November 28, 1977, he told me the Ombudsman was now 
fully satisfied.)

A .P .E .A .  does have interest in seeing that State Statutes and Regulations 
arc followed; however, we are not a watchdog for all vio’atfons by the three 
branches of government. Our primary concern is "does what the State is doing 
adversely affect the r iployees we represent." For this reason the second 
question is of more immediate concern to our membership.

Moving to the second issue, if the change in carriers were to disqualify 
the Plan from the coverage of the 1974 IRS Ruling, it would leave participating 
State employees with the obligation to pay taxes probably greater than they
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would have paid had they not deferred income. The returned deferred funds 
would all come to the employee in one tax year leaving most state employees 
in a higher tax bracket. This is for the reason that the IRS in 1974 warned 
the State of Alaska..."that if the Plan is amended or modified...this ruling 
may no longer apply."

Hartford and their attorneys claim that the change in carriers is an 
amendment of the Plan which would affect the deferred tax status of the Plan. 
However, I have talked to Paul Arnoldt, Director of Benefits and Retirement; 
to Bob Gates, Deputy Commissioner of Administration; and Assistant Attorney 
General Tom Koester (in a verbal preliminary opinion) and they all believe 
that IRS approval is not jeopardized by a change in carriers. I also talked 
to a tax attorney 1n town who also leans toward the position that the change 
of carriers standing alone does not jeopardize the IRS Ruling.

For approximately 10 days I have been awaiting an Attorney General's 
opinion on this change of carriers issue and it will apparently notbe forth­
coming. The last infennation I have is that the Attorney General will now 
seek an opinion from the IRS on whether the change of carriers affects the
deferred status of the P’an. This request of the IRS follows on the heels
of a similar request to the IRS by Jay Hogan of Legislative Finance. In 
conversations with Mr. Hogan i.e stated to me that he was told by the IRS
that he could expect a reply by December 15th. I have serious doubts that
such a reply will be given by the IRS prior to January 1, 1978.

Attached for your review is a numher of opinions on the deferred com­
pensation Issue. Of particular interest is ai. article in the Alaska Advocate 
dated November 24-30th stating that Myrt Charney, Director of Administrative 
Service for Legislative Affairs and other state employees intend to file a 
class action suit for injunctive relief on behalf of all state employees 
seeking to prevent the State from transfering administration of the Plan 
until an IRS Ruling has been issued.

In the next day or two Bart Rozell and myself will seek a meeting with
Comuissioner Allen. Thereafter, Bart Rozell and I will weigh all information
available and presen you with our recommended course of action. It may well 
be that the best course of action is for A.P.E.A. to join in such a suit for 
fnjunctive relief if the State will not voluntarily hold up the change of
carriers until after the reply from the IRS.

General Counsel /
Alaska Public Employees Association

PEM/bg

Attachments
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De c e m b e r 19, 1977 
Re l e a s e : Im m e d i a t e l y
Co n t a c t : M ich ae l W illiams

AEEA E1LES SUU AGAINST IH£
STATE o f ALASKA

JUNEAU, ALASKA —  The Ex e c u t i v e D irector of t he Al a s k a 

Pu b l i c Em p l o y e e s A s s o c i a t i o n , Ru s s e l l D. Mo l t , a n n o u n c e d  today

THAT A SUIT FOR INJUNCTIVE RELIEF HAS BEEN FILED IN JUNEAU

Su p e r i o r Co u r t by APEA a n d c e r t a i n o t h e r p a r t i e s , i n c l u d i n g 

s t a f f m e m b e r s of the Le g i s l a t i v e Af f a i r s Ag e n c y , a g a i n s t the 

St a t e of Al a s k a in r e f e r e n c e t o the c h a n g e of c a r r .ers for the 

St a t e 's d e f e r r e d c o m p e n s a t i o n p r o g r a m .

"APEA h as a v i t a l i n t e r e s t in q u e s t i o n s a n d c o n t r o v e r s i e s 

a r i s i n g f ro m the c h a n g e o f c a r r i e r s in t h a t a p p r o x i m a t e l y 800 

OF the 1100 p a r t i c i p a t i n g m e m b e r s a r e a l s o m e m b e r s of APEA. 
Co n s i d e r i n g t he n u m b e r of APEA State e m p l o y e e s d e f e r r i n g 

p o r t i o n s of t h e i r i n c o m e, u n d e r t h i s p r o g r a m , it s e e m s o n l y 

r e a s o n a b l e to do w h a t e v e r is n e c e s s a r y t o set o ut the f a c t s 

c o n c e r n i n g t he d e f e r r e d c o m p e n s a t i o n p r o g r a m as it n o w e x i s t s ," 

s t a t e d Mo l t .

Ou t l i n i n g some of t he m a j o r c o n c e r n s w h i c h r e s u l t e d in t his 

s u i t , Mr. Mo l t s a i d ,

- m o r e  -
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AREA SUES SIATI 

Eagi - 2

" F i r s t , t o  t h e  b e s t  o f  APEA's k n o w l e d g e , n o  d e t a i l e d

STATEMENT COMPARING THE DIFFERENCES BETWEEN THE OLD (HARTFORD)

AND THE NEW (EQUITABLE) INVESTMENT PROGRAM EXISTS. WITHOUT 

SUCH A COMPARISON, IT IS DIFFICULT IF NOT IMPOSSIBLE TO SAY 

WHAT THE PARTICIPATING EMPLOYEES HAVE GAIN ED ....VERSUS WHAT 

THEY HAVE LOST. "

" S e c o n d l y , t h e r e  is s e r i o u s  q u e s t i o n '* c o n c e r n i n g  t h e  b i d d i n g

PROCESS THE oTATE FOLLOWED, AS BROUGHT OUT BY THE STATE'S

O m b u d s m a n , F r a n k  F l a v i n ,"

"T h i r d l y , t h e  r e a l  v a l u e  o f  t h e  S t a t e 's d e f e r r e d  c o m p e n s a t i o n

PROGRAM HINGES ON A WRITTEN RULING FROM THE U.S. INTERNAL REVENUE

Service dated July 25, 1974, which gives the program a tax

DEFERRED STATUS. HOWEVER, THE I.R.S. HAS SUSPENDED THE ISSUANCE 

OF TAX RULINGS ON DEFERRED COMPENSATION PLANS UNTIL FURTHER 

NOTICE, SO THERE IS NO WAY ONE COULD SAY THAT THE NEW PROGRAM 

WOULD BE TAX DEFERRED,"

"F o u r t h l y , t h e  b u d g e t  u n d e r  w h i c h  t h e  n e w  p r o g r a m  w o u l d  b e

ADMINISTERED HAD NEITHER BEEN PRESENTED TO THE LEGISLATURE, NOR 

OBVIOUSLY RECEIVED THEIR APPROVAL. THE NEW PROGRAM ENVISIONS

S t a t e  p e r s o n n e i  a n d  f a c i l i t i e s  p e r f o r m i n g  m a n y  o f  t h e  f u n c t i o n s

PREVIOUSLY PROVIDED BY THE CARRIER AND THUS REQUIRING A COMMITMENT

o f  S t a t e  f u n d s ."

- MORE -
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«

"La s t l y , t h e  "P u b l i c  Fo r u m " i n v o l v e d  in t h i s  d e c i s i o n -m a k i n g

PROCESS CONSISTED APPARENTLY OF OFFICIALS OF THE DEPARTMENT OF

A d m i n i s t r a t i o n , t h e  St a t e 's i n s u r a n c e  c o n s u l t a n t , a n d  a  h a n d f u l  

o f  p e r s o n s  s e l e c t e d  b y  t h e  G o v e r n o r 's o f f i c e  t o  r e v i e w  t h e  

d e c i s i o n  t o  c h a n g e  c a r r i e r s / p r o g r a m s . Ho w e v e r , it a p p e a r s  t h a t

THE LATTER WERE NQI AWARE THEY WERE "APPROVING" THE PROGRAM 

CHANGE OR THAT THE DECISION TO CHANGE THE PROGRAM HAD ALREADY 

BEEN MADE. No PERSONS REPRESENTING EMPLOYEE ASSOCIATIONS, WITH 

THE EXCEPTION OF THE CONFIDENTIAL BARGAINING UNIT, NO LEGISLATORS,

NO LEGISLATORS STAFF AND NO MEMBER OF THE GENERAL PUBLIC APPEAR 

TO HAVE BEEN INVOLVED IN ANY WAY DURING THE DECISION MAKING PROCESS."

I h e  A l a s k a  P u b l i c  Em p l o y e e s  A s s o c i a t i o n  a n d  t h e  St a t e  o f  A l a s k a

HAVE BEEN IN NEGOTIATIONS OVER THE DEFERRED COMPENSATION PROGRAM 

FOR THE PAST THREE (3) MONTHS, TRYING TO RESOLVE THE DIFFERENCES 

WITHOUT HAVING TO RESORT TO LITIGATION. HOWEVER, THERE IS NO OTHER 

RECOURSE LEFT OPEN TO APEA TO PROTECT THE VITAL INTEREST OF THE 

1100 PUBLIC EMPLOYEES.

-  30  -
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• Tel.- (907) 586-2334

D e c e m b e r  20, 1977 
Re l e a s e : Im m e d i a t e l y
Co n t a c t : M i c h a e l  W i l l i a m s

*** BULLETIN ***

JUNEAU, ALASKA —  S i n c e  t h e  f i l i n g  o f  t h e  s u i t  b y  t h e  

A l a s k a  P u b l i c  Em p l o y e e s  A s s o c i a t i o n , i n J u n e a u  S u f e r i o r  C o u r t  

t h i s  m o r n i n g  a t  11:00 AN, b o t h  t h e  St a t e  o f  A l a s k a  a n d  A P EA ' s

ATTORNEYS HAVE RE-ENTERED INTO NEGOTIATIONS OVER THE DEFERRED 

COMPENSATION PROGRAM,

"It is APEA's h o p e , a n d  b e l i e f , t h a t  t h e  p r o b l e m s  o v e r  t h e

DEFERRED COMPENSATION PROGRAM CAN BE JOINTLY RESOLVED WITHOUT 

HAVING TO PURSUE FURTHER LITIGATION," STATED RUSSELL D. MOLT,

E x e c u t i v e  D i r e c t o r  o f  t h e  A l a s k a  P u b l i c  Em p l o y e e s  A s s o c i a t i o n ,

- 30 -
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December 28, 1977
rvnrnr* nrrr.^r RELEASE! IMMEDIATELYPRESS REi.r iSE C o n t a c t : M i c h a e l  W i l l i a m s

JUNEAU, ALASKA —  T h e  E x e c u t i v e  D i r e c t o r  o f  t h e  A l a s k a  P u b l i c  

Em p l o y e e s  A s s o c i a t i o n , Ru s s e l l  D. M o l t , a n n o u n c e d  t o d a y  t h a t  a n  

a g r e e m e n t  h a s  b e e n  r e a c h e d  b e t w e e n  t h e  S t a t e  o f  A l a s k a  a n d  APEA
OVER THE CHANGE OF CARRIERS FOR THE STATE'S DEFERRED COMPENSATION 

PROGRAM,

"Af ter f i l i n g a suit De c e m b e r 20, 1977, a g a i n s t t h e St at e of 

Al a s k a , in Ju n e a u Su p e r i o r Co u r t , for i n j u n c t i v e r e l i e f in the 

m a t t e r c f c h a n g e of c a r r i e r s in the d e f e r r e d c o m p e n s a t i o n p r o g r a m , 

a t t o r n e y s for APEA a n d the St at e of Al as ka r e -e n t e r e d into n e g o t i a t i o n s . 

A s a r e s u l t of t h o s e n e g o t i a t i o n s , t h e State has p o s t p o n e d c h a n g i n g 

c a r r i e r s for the d e f e r r e d c o m p e n s a t i o n p r o g r a m  for at l e a s t ONE YEm R. 

Bo t h p a r t i e s a g r e e d t h a t t he q u e s t i o n of the p o s s i b l e loss of t h e

TAX DEFERRED STATUS OF THE PROGRAM WAS SO VITAL A QUESTION, THAT

NO CHANGE COULD TAKE PLACE AT THIS TIME," MOLT STATED.

M o s t  o f  t h e  c o n c e r n s  w h i c h  h a d  l e a d  APEA t o  f i l e  t h e  s u i t , o n

BEHALF OF THE STATE EMPLOYEES, HAVE BEEN RESOLVED. AND AT PRESENT, 

APEA's ATTORNEYS ARE LOOKING INTO THE POSSIBLE DISMISSAL OF THE

LAW SUIT AGAINST THE STATE OF ALASKA.

- 30 -
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August 10, 1577

Mr. Robert Irwin, CLU 
Assistant Vice Pres,dent 
Vtn. M. Mercer, Inc.
Norton Cuilding 
Seattle, Wash. 90104

Dear Dob:

I would like to express our appreciation for yo r consultants report on the 
State of Alaska's Deferred Compensation Plan. Your report has teen reviewed 
with Commissioner Allen and Deputy Cunnissloner Gates, end we concur with 
your recommendations regarding the change In carriers for the State's plan.

By way of this letter you are authorized to notify The Hartford effective 
January 1970 they will no 1ongcr be the State's carrier for the Deferred 
Compensation Plan. You should also advise the Equitable Life Insurance 
Company and T. Rowe Price that they have been selected as carriers for the 
fixed and equity portions of tlie plan respectively.

If you have any questions regarding this direction, please do not hesitate 
to contact me.

5*

Paul B. Arnoldt 
Deputy Director

PBA/Jb
cc: Commissioner Allen

Deputy Counissioncr Gates
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IN THE iaUPERIOP COURT FOR THE STATE OF ALASKA 

FIRST JUDICIAL DISTRICT AT JUNEAU

MYRTON R. CHARNEY, and 
ALASKA PUBLIC EMPLOYEES 
ASSOCIATION, an Alaska non­
profit corporation,

Plaintiffs,

v s .

STATE OF ALASKA, DEPARTMENT 
OF ADMINISTTLATION; and 
HARTFORD VARIABLE ANNUITY 
.LIFE INSURANCE COMPANY, 
a Connecticut corporation,

Defendants.
C. A. NO. 77-

MOTION FOR TEMPOR? RY RESTRAINING ORDER 
______ AND PRELIMINARY INJUNCTION_______

The plaintiffs, pursuant to Alaska Civil Rule 65, 

move the Court for entry of a temporary restraining order 

and preliminary injunction against the above-named defendants, 

as follows:

1. That defendant, State of Alaska, Department of 

Administration, altogether cease and desist from undertaking 

any further action implementing a change in carriers of the 

Publ’c Employees' Deferred Compensation Plan from the ?;artford 

Variabla Annuity Life Insurance Company to the Equitable 

Insurance Company and T. Rowe Price New Era Fund, Inc., a no 

load mutual fund, pendente litc.

2. That the defendant, Hartford Variable Annuity 

Life Insurance Company, altogether cease and desist from 

transferring the funds of the Alaska Public Employees'

Deferred Compensation Prog.am from themselves to Equitable 

Insurance Company and T. Rowe Prico Now Era Fund, Inc., a no 

load mutual fund, pendente litc.

/  /  /  /  /
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3. That the aforementioned directive be binding

upon the agents, successors, assigns, servants, employees,

consultants, and those in active concert with defendants.

As grounds for this motion, the plaintiff respect

fully refers the Court to the Complaint on file herein and 

plaintiffs' affidavits in support hereof, and the Affidavit

of Genie Chance.

DATED this ^ O  day of December, 1977 , at Juneau,

Alaska.

MYRTON R. CHARNEY, 
Plaintiff,

Gail Roy Fraties 
Fraties & Petersen 
Anchorage, Alaska

ALASKA PUBLIC EMPLOYEES ASSOCIATION, 
an Alaska non-profit corporation

Faulkner, Banficld, Doogan & Holmes, 
Attorneys for Alaska Public Employees 
Association,

William B. Rozell 
For the Firm

2
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IN THE SUPERIOR COURT FOR THE STATE OF ALASKA 

FIRST JUDICIAL DISTRICT AT JUNEAU

MYRTON R. CHARNEY, and 
ALASKA PUBLIC EMPLOYEES 
ASSOCIATION, an Alaska non­
profit corporation,

Plaintiffs,

v s .

STATE OF ALASKA, DEPARTMENT 
OF ADMINISTRATION; and 
HARTFORD VARIABLE ANNUITY 
LIFE INSURANCE COMPANY, 
a Connecticut corporation,

Defendants.
C. A. NO. 77-

COMPLAINT

1. Plaintiff, Myrton R. Charney, is an adult 

resident of the City and Borouqh of Juneau, Alaska, and is 

employed by the State of Alaska, Legislative Affairs Agency, 

as Director of the Division of Administrative Services and a 

participant in the Public Employees' Deferred Compensation 

Program, and is bringing this action on behalf of himself 

and all similarly situated persons who are employees of the 

State of Alaska and participants in the Public Employees' 

Deferred Compensation Program.

2. Plaintiff, Alaska Public Employees' Association, 

is a non-profit corporation, incorporated under the laws of 

the State of Alaska. Thera are presently approximately 

1,100 participants in the State of Alaska Public Employees' 

Deferred Compensation Piotram as authorised by Chapter 45 of 

Title 39 of tho Alaska Statutes (see Exhibit G to this 

Complaint), and approximately 900 of th^so are members of 

plaintiff, Alaska Public Employees' Association.

/ / / / / 

/ / / / /
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3. The defrndant, State of Alaska, Department of 

Administration, is the designated administrator of the 

Public Employees' Deferred Compensation Program.

4. T h 3 Hartford Variable Annuity Life Insurance 

Company, a Connecticut corporation, is the designated carrier 

of the Public Employees' Deferred Compensation Program as 

the same now exists.

5. In 1974 the Department of Administration con­

tracted with Hartford Variable Annuity Lite Insurance Company 

to be the exclusive carrier Cor the State of Alaska Public 

Employees' Deferred Compensation Program, and the plan 

adopted pursuant thereto is attached as Exhibit A to this 

Complaint.

6. The Public Employees' Deferred Compensation 

Plan was submitted to the U.S. Internal Revenue Service and

received approval through a private letter ruling of July 25,

1974 (see Exhibit B to this Complaint), and this private

letter ruling approving the plan also provided that if the

plan were modified or amended the ruling may no longer be

applicable.

7. On Septembor 7, 1977, the U.S. Internal Revenue 

Service issued Directive IR(1881) (attached as Exhibit C to 

this Complaint) which has suspended all rulings dea)'ng with 

the income fc'.x treatment of deferred compensation plans, 

such as the State of Alaska Deferred Compensation Plan 

previously approved.

8. The Department of Administration is presently 

in the process of changing the carrier from Hartford Variable 

Annuity Life Insurance Company to Equitable Insurance Company 

and the T. Rowe Price New Era Fund, Inc., a no load mutual 

fund, and also has undertaken steps which will modify and

/  /  /  /  /



r r

amend the plan approved by the Internal Revenue Service in 

July of 1974.

9. This proposed modification and amendments may 

cause the plaintiffs, Myrton R. Charney, and the members of 

the Alaska Public Employees' Association who are partici­

pants in the State of Alaska Deferred Compensation Program, 

irreparable harm and injury by jeopardizing the funds which 

they are counting on for retirement income and may cause 

them and others serious income tax problems for the reasons 

outlined and set forth in the affidavit of plaintiff, Myrton R. 

Charney, and the affidavit of the Executive Director of the 

plaintiff, Alaska Public Employees' Association.

10. The existing plan (see Exhibit A) which has 

received the private 1. ter ruling from the Internal Revenue 

Service (Exhibit B), specifically states in Section 602 

that:

" . . .  Deferred Compensation payments and 
the death benefits (if paid in other than 
a lump-sum) will be in an amount equal 
to the amount which would have been pay­
able under a variable annuity contract, 
had such a contract been purchased from 
the carrier at the time of the initial 
participation in the plan and with the 
annual premium equal to the annual amount 
of compensation that had been deferred".

Under the proposed new plan (see Exhibit D attached hereto) 

variable annuity contracts are not included in the products 

offered by either of the companies and death benefits are 

likewise not included.

11. The proposed new plan (Exhibit D) may violate 

state law by investing in mutual funds, and under the pro­

visions of Chapter 45 of Title 39 of the Alaska Statutes 

mutual funds arc not an authorized investment vehicle for 

deferred compensation programs in the State of Alaska; and 

further, the plan document (Exhibit A), which was approved

- 3 -
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by Internal Revenue Service xn July of 1974, particularly 

states in Section 14: "This agreement shall be construed 

under the law of the State of Alaska." The language of the 

statutes themselves (AS 39.45.010 through .050) specifically 

does not include an investment vehicle of mutual funds and 

as such the use or the threatened use of that investment 

vehicle by the Department of Administration may be in 

violation of said statutes and the legislative intent of 

those statutes (see the Affidavit of Genie Chance attached 

hereto as Exhibit H).

12. The defendant, the Department of Administration, 

by letter dated August 1 8 ,  1977, (see Exhibit E attached 

hereto) authorized their consultant, Robert Irwin, to notify 

Hartford Variable Annuity Life Insurance Company to transfer 

ail deferred compensation funds to Equitable Life Insurance 

Company and T. Rowe Price Mew Era Fund, Inc., on or about 

January 1, 1978. The consultant, Robert Irwin, did this by 

letter dated August 19, 1977, (see Exhibit F) and unless the 

defendants are enjoined the funds of the Public Employees' 

Deferred Compensation Program deposited with the Hartford 

Variable Annuity Life Insurance Company will bo transferred 

which, as stated above, may seriously jeopardize and may 

subject said funds to immediate taxation by the individual 

participants, as outlined above.

WHEREFORE, plaintiffs demand relief as follows:

1. That the defendant, Hartford Variable An:uity

Life Insurance Company be enjoined from transferring the 

funds which it now holds as the carrier of the Public Employees'

Deferred Compensation Program under the Deferred Compensa­

tion Plan an approved by the Internal Revenue Service in 

July of 1974, until the Internal Revenue Service or a court

/ / / / /

-  4 -
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o. competent jurisdiction approve any change in the Deferred 

Compensation Plan and a transfer of funds thereto.

2. That the defendant, the State of Alaska,

Department of Administration, be enjoined from carrying out

its proposed new plan with the Equitable Life Insurance 

Company and T. Rowe Price New Era Fund, Inc., and from 

further accepting the offer of Equitable Life Insurance 

Company and T. Rowe Price New Era Fund, Inc., as being the 

substituted or new carrier of Public Employees' Deferred 

Compensation funds.

3. That the Court grant such other and further 

relief as may be necessary and requisite in the premises.

. That plaintiffs be awarded their costs m d

attorneys' fees in prosecuting this actj a.

DATED *t Juneau, Alaska, this ■ r d day of December,

1977.

MYRTON R. CHARNEY, 
Plaintiff,

Gail Roy Fraties 
Fratics & Petersen 
Anchorage, Alaska 
Attorney for Myrton R. Charney

By __________
»mes F. Petersen,
uneau, Alaska

ALASKA PUBLIC EMPLOYEES ASSOCIATION, 
an Alaska non-profit corporation

Faulkner, Benficld, Doogan & Holmes, 
Attorneys for Alaska Public Employees 
Association,

- 5 -
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IN THE SUPERIOR COUR. R THE STATE OF ALASKA 

FIRST JUDICIAL DISTRICT AT JUNEAU

IYRTON R. CHARNEY/ and 
J.A5KA PUBLIC EMPLOYEES 
-.SSOCIATION, an Alaska non­
profit corporation,

STATE OF ALASKA, DEPARTMENT 
D? ADMINISTRATIONj and 
iARTFORD VARIABLE ANNUITY 
L.IFE INSURANCE COMPANY, 
i Connecticut corporation,

COMES NOW Robertson, Monagle, Eastaugh & Bradley,

3ox 1211, Junoau, Alaska, 99302, by and through W. G. Ruddy, 

ontoring its appearance on behalf of defendant, Hartford 

Variable Annuity Life Insurance Company, in the above- 

captioned court and cause.

DATED this '2^ day of Dacember, 1977, at Juneau,

Plaintiffs

v s .

Defendants C. A. Mo. 77-llfS

ENTRY OF APPEARANCE

Alaska

Hartford Vnriablo Annuity Lifo 
Insura co Company

j><rvicu .4nd roaolpt of /up.
c

Attorney fcr
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AFFIDAVIT OF RUSSELL L. MOLT

STATE OF ALASKA )
) 33.

PIRST JUDICIAL DISTRICT )

RUSSELL L. MOLT, being first duly sworn, deposes and 
3tates as fellows:

1. I an the Executive Director of the Alaska Public Em­

ployees Association and have brought this action on behalf of the 

approximately 8,000 members of APEA. Approximately 6,200 of 

these AFEA members are employees of the State of Alaska.

2 . I reside at Engineers Cutoff, Juneau, Alaska and ny 

offico is located in the Goldstein Building at 130 Seward Street, 

Juneau, Alaska.

3. Approximately 800 of tho approximately 1,100 partici­

pants in the State of Alaska Deferred Compensation Program as 

authorized by Chapter 45 of Vitle 39 of tho Alaska Statutes

(A.S. 39.45.010-050) arc members of the Alaska Public Employees 

Association.

4. Tho Department of Administration is designated admin-
• •

i*»trator of the Doforrod Compensation Progran. |

5. In 1974 the Department of Administration contracted 

with Hartford Variable Annuity Life Insurance Company to bo tho 

uxclusivo carrier for tho State of Alaska Deferred Compensation 

Program, and the plan adopted pursuant thereto (attached to Com­

plaint as Exhibit A).

6. Tho Deforred Compensation Plan was submitted to tho 

U. S. Internal Revenue Service and receivod approval through a 

private lottor ruling of July 25, 1974 (attached to Complaint as 

Exhibit a), and this private letter ruling approving tho plan 

also provided that if the plan woro modified or amended, tho 

ruling nay no longor apply.

7. On Soptorbar 7, 1977, the U. S. Internal Rovonuo 

Service issued IR-1581 (attached as Exhibit C to the Complaint)

. .  .  •  i
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which has suspended all rulings dealing with the income tax

treatment of plans such as the State of Alaska Deferred Compen­

sation Plan previously approved.

3. The Department of Administration is presently in the 

process of changing the carrier from Hartford Variable Annuity 

Life Insurance Company to Equitable Insurance Company and the 

T. Rowe Price New Era Fund, Inc., a no load mutual fund.

9. This proposed change will cause the members of the 

Alaska Public Employees Association who are participants in the 

State of Alaska Deferred Compensation Program irreparahle harm 

and injury by jeopardising the funds they are counting on for 

retirement income, and may further cause them and others serious 

income tax problems.

10. APEA first became aware that the Department of Ad- 

ministration proposed to make changes in the Deferrod Compensa­

tion Plan in September of thin year; up until that time the De­

partment of Administration had acted on its own without consulta­

tion and without informing participants of the plan, their bar­

gaining representatives, the legislature or other interested par­

ties about the proposed changes. Since that tine APEA has worked 

togothor wi»’ *'cpresontativeo of other bargaining units, the 

Offico of the Ombudsman, and representatives of the legislature 

in attempting to ascertain why the proposed changes were being 

made, uho manner in which the decision was reached to make the 

proposad changes, tho merits of tno proposed changes and whothor 

the tax exempt status of the plan would bo jeopardized by tho 

proposod changes.

11. On October 4, 1977, at the roquost of APEA, a meet­

ing was hold in the Governor's ^onferonco room among representa­

tives of tho Dopartnont of Administration, the Offico of tho 

Attorney Gonoral, the State's financial advisor, Mr. Robert 

Irwin of Killian M. Morcar, Inc., representatives of Hartford,

- 2 -



members of the legislature, representatives from Legislative 

Affairs, the Assistant Ombudsman, representatives from several 

employee bargaining un^ts and other interest 1 ’ersons to discuss 

the changes proposed by the Department of Administration in the 

Deferred Compensation Plan. It became apparent to everyone pre­

sent at that meeting, including representatives of the Admini­

stration, that many serious questions remained unanswered about 

the proposed changes. Of particular concern was the fact that a 

detailed comparison of the merits of the proposed new plan with 

the existing Hartford plan was not available, that no formal bid­

ding procedure had been followed in soliciting proposals for 

changes in the plan, that no company except T. Rowe Price was 

?ver requested to submit a proposal on the so-called equity side 

to complement the proposal of Equitable which was limited to par­

ticipation on the fixed or guaranteed 3ide, and that the State's 

financial advisor, Hr. Irwin, had never considered or received 

any legal advica about the possible effects of any change in the 

plan on the tax exempt status of the State's Deferred Compensa­

tion Plan.

12. Since that timo APEA has received a continuing flow 

of concerned inquiries, complaints and demands for action from 

participants in the plan seeking to protect their investments in 

the plan. The Executive Committee of APU» which is the decision 

making body of APEA and whose members are all State employees, 

has directed mo to file this action.

13. In the more than two months since the date of that 

mooting APEA has not and corresponded with representatives of tho 

State Administration on nunorous occasions in an effort to coop- 

orato with tho State in gathoring the Information nocossary in 

order to determine uhetnor a change In the propouod Deferred Com­

pensation Plan should bo male. During that period of time con­

flicting lucal opinions havs Loon obtained about tho effect of



the proposed change in the Deferred Compensation Plan upon the 

tax status of the plan fron law firms representing William M. 

Mercer, Inc., the State's financial advisor, and Hartford Variable 

Annuity, the carrier presently managing the State's Deferred Com­

pensation Plan. Both the Legislative Affairs Agency and the 

Office of the Attorney General have sought advice and information 

directly from the Internal Revenue Service concerni effect

of the proposed changes on the tax status of the Deferred Compen­

sation Plan. The Internal Revenue Service has expressly declined 

to issue any opinion that the proposed change will not jeopardize 

the present tax exempt status of the State's Deferred Compensa­

tion Plan.

14. Cn or about December 12 and 13, 1977, tho Deputy 

Commissioner of Administration, Robert Gates, and Assistant 

Attorney General Thomas i'oeater met with representatives of the 

Internal Revenue Service in Washington, D.C., in an effort to 

obtain a statement or commitment from *RS that the proposed 

changes would not jeopardize the tax status of the plan. Tho IRS 

expressly refused to mako cr give any ouch otatomant or commit­

ment.

15. Following that meeting the State represented to ATEA 

that it would not implement tho proposed changes because it was 

not willing to jeopardize the tax status of the plan. However, 

the State has failed and refused to follow through on its 3tatod 

intentions even though only seven working dayr remain in 1977 and 

before tho scheduled date for chancing tho plan.

16. Tho Approximately 1,100 State employees particioatin j 

in the Deferred Compcn lation Plan will suffer irreparable harm if 

a change is made in tho plan which jeopardizes its tax exempt 

status. Thore is no ovidenco that employee participants in tho 

Doforred Compensation Plan will achieve any substantial advantage 

from tho proponed changes in the plan and thore is a serious

4
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question v/hether the proposed changes result in any increased 

benefit? at all to the participants therein. On the other hand, 

there is a real and substantial risk that by making a change at 

this tine in the carrier for the plan, and the necessary related 

changes in the plan it3elf, that the tax exempt status of the 

plan will be lost and that the employees who have invested 3ums in 

the plan will suffer serious adverse tax consequences. There i3 

substantial doubt whether these employees co ild ever recover 

their losses in a claim for damages against the State. Accord­

ingly, since there is no risk and no significant loss in benefits 

by not making a change in carriers at this time, and since a 

change in carriers and the related changes in the Deferred Com­

pensation Plan could jeopardize the tax status ?£ tho entire 

State's Deforred Compensation Plan, no change in carriers should 

be made at this time.

Further affiant ;ayeth not.

Russell D. Molt

SUBSCRIBED AND SWORN to before r.o this ^ 0 _  day of 

December, 1977.

My cor;nicoion expires: V
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AFFIDAVIT OF GENIE CHANCE

STATE OF ALASKA )
) ss.

First Judicial District )

Genie Chance, being first duly sworn, deposes and 

states as follows:

1. I reside at 1101 "H" Street, Anchorage, Alaska 

99501.

2. I was in the Alaska State Legislature from January, 

1969, to January, 1977, having spent three terms in the 

House and one term in tho Senate.

3. In the fall of 1972 I Jearned from thn Regional 

Manager of the Brokerage Department in tho Northwest Region 

of Aetna Insurance Company that the Internal Revenue Service 

had issued private letters of ruling to t 'o government 

entities to establish tax shelters for government employees. 

This provided tax shelters by Internal Revenue Service 

ruling rather than by congressional action.

4. I asked the aforementioned manager to provide me 

with the necessary'language required by the Internal Revenue 

Service so that I could introduce a bill in the next session 

of the legislature in Alaska.

5. I alsc attended a training seminar on the rubject

so that I would be able to explain it to the other legis­

lators and appropriate persons in the Executive Branch. The

course included the history of variable annuities, mutual

funds, savings and loan associations, tax shelters and the

new development of deferred compensation programs for public

employees, the procedures to follow to get a private letter

of ruling from the Internal Revenue Service.

6. At that time, I decided that the safest investment 

vehicles would bo fixed and variable life insurance and 

annuity contract.
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7. When I received the language for the bill I was 

disturbed by what I thought could be interpreted as "per­

missive" language rather than restrictive language concern­

ing che investment vehicles. The language read as follows:

"The administrator of the state or political 
subdivision deferred compensation program is 
author.zed, subject to contracts with indivi­
dual employees, to invest the funds held under 
a leferred compensation program in fixed and 
variable life insurance and annuity contracts."

I wanted to change the language from "is authorized" to 

"shall invest" to ensure that only the investment vehicles 

in the statute could be used. However, I was advised by 

the Aetna man in Seattle that the Internal Revenue Service 

insisted on "is authorized" because, in their interpretation, 

that is the language wnich gives authority.

8. I don't remember which attorney in Legislative

Affairs Agency I was working with on this bill, but I dc

remember that we came up with the idea of using both

phrases. The attorney said ho didn't remember seeing a

statute with two authorization sections before, but he saw 

no reason why wo could not do it. So the restrictive language

was titled "Authority" and the Internal Revenue Service

language was entitled "Investment Authority".

9. As I explained the bill to the other legislators, 

many of them expressed reservations about investing employees' 

funds in mutual funds. I explained that mutual funds and 

other investments were excluded on purpose and investment 

could bo made only in fixed and variable life insurance and 

annuity contracts and that was the reason for the restrictive 

language of the general authorization section.

10. While the bill was in tho legislative process, I 

received several calls from persons representing mutual 

funds and savings and loan associations. They explained

-  2 -
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their desire to have me amend their entities into the bill 

as authorized investment vehicles.

11. But the bill was enacted into law with only one 

amendment. That was an amendment made in the Senate which 

changer the phrase "employee's income" to "employee's 

salary or wages".

Further affiant sayeth not.

SUBSCRIBED AND SWORN to before me this / {/ day of 
December 1977.

STATE OF ALASKA
CfflClAl S:Al 

J. Louise J lundell f* 'i 
NOf.VIV Ptil’C

Awauii | 9 | |

• *

/ '_ , 7 .  / . /
Notary Public in and for Alaska 
My commission expires: • '•’/ > /

- 3 -
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AFFIDAVIT OF MYRTON R. CHARNEY

STATE OF ALASKA )
) ss .

First Judicial District )

Myrton R. Charney, being first duly sworn, deposes and 

states as follows:

1. I am a plaintiff in this case and brought this action 

on behalf of myself and all similiarly situated State of Alaska 

employees who are participants in the Public Employees 

Deferred Compensation Program.

2. I reside at 2163 O'Day Drive, Tongass Park 

Subdivision in Juneau, Alaska, I am employed by the State of 

Alaska, Legislative Affairs Agency as Director of the Division 

of Administrative Services and my office is located in Room 24, 

on the Ground Floor of the State Capitol Building at Juneau, 

Alaska.

3. I am a participant in the Public Employees' Deferred 

Compensation Program as authorized by Chaptci *»5 of Title 39 

of the Alaska Statutes (AS 39.45.010-.050).

4. The Department of Administration is the designated 

administrator of the Deferred Compensation program.

5. In 1974 the Department of Administration contracted 

with Hartford Variable Annuity Life Insurance Company to be the 

exclusive carrier for the State of Alaska Public Employees 

Deferred Compensation Program, and the Plan adopted pursuant 

thereto (attached to Complaint as Exhibit A ) .

6. The Deferred Compensation Plan was submitted to 

U.S. Internal Revenue Service and received approval through a 

private letter ruling of July 25, 1974 (attached to Complaint as 

Exhibit B), and this private lottcr ruling approving the plan 

also provided that if the plan was modified or amended the 

ruling may no longer apply.

7. On September 7, 1977, tho U.S. Internal Revenue Service
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issued IR-1881 (attached as Exhibit C to the Complaint) which 

has suspended all rulings dealing with the income tax treatment 

of plans such as the State of Alaska Employees Deferred Compen­

sation Plan previously approved.

8. The Department of Administration is presently in the 

process of changing the carrier from Hartford Variable Annuity 

Life Insurance Company to Equitable Insurance Company and

T. Rowe Price, a no load mutual fund, and also modi.*es and 

amends the approved plan.

9. This proposed change will cause me and others similiar- 

ly situated irreparable harm and injury, by jeopardizing the 

funds I am counting on for retirement income and may further 

cause me and others serious income tax problems, for the follow­

ing r^asois:

a. The Plan document (Exhibit A) which received the 

private letter of ruling from Internal Revenue Service (Exhibit 

B), specifies in Section 6.02 that "Deferred Compensation 

Payments and the Death Benefits (if paid in other than a lump­

sum) will be in an amount equal to the amount which would have 

been payable under a variable annuity contract had such a 

contract been purchased from the carrier at the time of the 

initial participation in the Plan and with the annual premium 

equal to the annual amount of compensation that had been deferred 

Under the proposed plan (Exhibit D), it is my understanding that 

vur able annuity contracts are not included in the products 

offered by either of the companies and death benefits are not 

included.

b. The proposed new plan would violate state law by 

investing in mutual funds, and the plan document (Exhibit A) 

approved by Internal Revenue Service states in Section 14:

"This Agreement shall be construed under the law of the State of 

Alaska."

- 2 -
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c. The proposed new plan would further violate the 

written agreement entered into by me and other state employees 

and the State of Alaska. I read the Plan document and the 

prospectus presented to me by the registered representative of 

Hartford Variable Insurance Company, and entered into an agree­

ment with the State to defer a portion of my income with the 

understanding that I would have the pay-out benefits of a 

variable annuity contract and death benefits, and with the 

additional understanding that the funds I allocated into the 

separate account would be invested by the company whose portfolic 

of investments I had read in the prospectus and ■'pproved. Under 

the new plan, those funds would be unilaterally removed by the 

State from the portfolio I approved and put into another 

portfolio.

d. The proposed nev plan places all participants in 

the Deferred Compensation Program in jeopardy by not seeking and 

obtaining approval of the Internal Revenue Service to the 

modifications and amendments of the existing plan.

e. The proposed new plan violates the terms of the 

contracts entered into with current participants by withdrawing 

tho options of variable annuities and death benefits in the 

equity option.

f. The proposed new plan is misleading participants 

and prospective participants by leading them to believe the i  jw  

products offer guaranteed interest and expense factors said 

interest is guaranteed for only 10 years and annuity rates are 

guaranteed for only 5 years, whereas the existing plan has 

lifetime guarantees. Further, the State's 1% administrative 

expenses are not juarantecd. All of those appear to constitute 

substantial modification requiring IRS approval, which by their 

present directives they aru refusing to issue (Exhibit C ) .

Further affiant sayeth not.

- 3 -
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*■ * ̂  - /MYRTON R. £ f t * R N E Y f

is ^Cr day'-oiJSUBSCRIBED and SWORN to before me th 
December, 1977.

SEAL Li

- * . . m}%

* I
i  * k >C.N

• . .  1 • t • ; .w • • »

K " , '.*■ »*  • .1 , t» i  A r / I S  l? " 1

Notary Public for Alaska , f 
My Commission Expires: r- /5 ‘ Of



THE PRECEDING PAGES WERE TREATED AS 
A UNIT IN THE ORIGINAL FILE.
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(7) COMMITTEE REPORT 

HOUSE

FURTHER: FINAIJCE

Date: P- ~ 5 ~  fc O _______

Mr. Speaker:

The Committee on ?":?.■< ■: a v t --\i p z _______________has had HIj 3 39____________

"An Acc relating to the credited service of permanent part-time 
state employees for retirement purposes; and providing for an 
effective date."

under consideration and (a majority of the committee) (the committee) 
reports it back with the following recommendations:

[ \ ]  do pass [ ) do not pass

( ] do pass with attached am endments(s )
[ ] same title

[ ) replace with CS for ____________________  ____________________ [ j new title

and recommends ___________________

( ) AND attaches a "Letter of Intent" ( ] New Fiscal Note

( ) reports it back without recommendation

( J referred to the ___________________________________________Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:

\A. \A. ( ( .

— - i  . . .

 _________Jh i r
iff. J

7*.J ■ ; f .

CHAIRMAN

H 60 (Rev. 12/78)
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ELEVENTH LEGISLATURE 

FISCAL NOTE

R E Q U E S T
Bill/Resolution No. . _______  ___________________
Title An ActKelating to Creaited Service~oT~Permanent Part-Time Employees
Requested by________________________________________________________ Date____________

II. FISCAL DETAIL
Agency Affected Administration - Division of Retirement and Benefits_________________
Program Category Affected.__________ Labor Services__________ _ _ _ ________________________
BRU, Program, or Subprogram(s) Affected 02-96-8-01-01-01 (PERS)
(Note: If more than one budget component is affected, separate linc item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES T.5 5.5 -0- -0- - - Tff; -0-
200 . TRAVEL -U- -U- -0- ■ -o- -0-
200 CC.ilRACTUAL 0,1 0.1 -n- -0- -0- -0-
400 . COMMODITIES 0.1 0.1 -n- -n- -0- -n
200 EQUIPMENT 0.5 -0- -0- -0- -0- -0-
600 LAND A STRUCTURES -0- -0- -0- -Q- -0- -n-
10Q ..STATE TR§_MATCHING -0- -0- -0- -0- -0- -0-
100 BENEFITS . -0- 25.0 25.0 25.0 25.0 ?5.n

TOTAL 6.2 30.7 25.0 25.0 25.0 25.0

FUNDING (Thousands of Dollars)

G E N E R A L J O i N D 20.4 20.4 20.4 20.4 _2JL4
F E D E R A L  FUNDS 1.2 1.2 1.2 .. 1.2___ 1.2
VETERAN'S FUN0 0.1 0.1 0.1 0,1 0.1
FISH a GAME FUND 0.2 0.2 0.2 _ 0.2 0.2
h i g h w a y fund ____ G 0.3 0.3 0.3 0.3
AIRPORT FUND 0.7 0.7 0.7 0.7 0.7
CAPITAL FUND 2.1 2.1 2.1 2.1 2 . 1
PERS _ 672 5". 7 - 0 - -0- -0- -0-
TRS

POSITIONS

FULLTIME ! - .25 -n- -0* -O-FART TIME
IEMPORARY _i

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

1. Personal Services: One full-time position for six months (Retirement & Benefi x
Technician - Range 12) beginning April 1, *'>80.

Monthly salary $1,425
Benefits 417

TOTAL J T W J

2. Benefits- Assume 150 claims for 9 months service credit each. Total estimated
cost to the PERS is $338,000 which would be amortized over 25 years as a past 
service liability. The annual cost of $25,000 would be reflected in an increase 
in State contributions.

IV. DATE 1/31/80_____________ PRI PAKEI) BY _ P *u l B- A rn o ld L -D lre r tc r  .
AG EN CY  _ _ —  D iv-H lon of Retirectnnt. A.ReivfI t <.

Original. l-egnlaiivc Finance P H O N E _________465-4460
cc Budect and Manaecmcnt

Prime Sponsor (Fir%l l.er'daior Named) Representative -’arLcr
Office of the Governor (Keith Sped  log)



February 11, 1980

Legislative Board of Retirement Benefits analysis and recommendations on:

House Bill No. 539:

The board endorses the attached fiscal note as its fiscal analysis 
of HB 539.

Four members of the board recommend that HB 539 Do Not Pass; two 
members recommend that it do pass; and one member has no recommendation 
on the bill.



_ . -

THE LEGISLATURE OF THE STATE OF ALASKA 
ELEVENTH LEGISLATURE

FISCAL NOTE

REQUEST
Bill/Resolution No HBi>3y —  _______  ____  ___ — ----------
Title An A c f T e la t in g  to  Credited Service of Penranent U rt-T iw e Employees

Requested by_________________________   L>ate_

FISCAL DETAIL
Agency Affected A d m in is tra tio n  -  D iv is io n  o f  R e tirem en t and B e n e f its
Program Category Affeeted_ Labor Services
BRU, Program, or Subprogram(s) Affected 0 2 -9 6 -8 -0 1 -til-0 1  (PERS) '
(N ote: If more than one budgtt component b  affected, separate line-item amounts and funding for cads 

component in the analysis section.)
EXPENDITURES (Thousands o f  Do Han)

FY SO FY 81 FY 82 FY 83 FY M FY M
~ z r ~
-=sr-1QQ PE&5Q>'AL-SE R VICES T7T 5 .5 ■rcr

~=ur2QQ IRAYEL 5CP-
2 Q Q  CONTRACTUAL 0.1 JLL -p . .p . -n.
4QQ CDMMQDH1ES

EQUIPMENT
JL L
JLL

JL L
JL_

_e0-
-0- - 0 - _JL_

-LAKTL/ STRUCT U PLL > 0 - _Jb_ .n . _JL_
700 STATE TRS KATCH1KS

■3*
_JL_ -o- -0 -

JELL -25 J L -25 J L
_JL_
_2£JL

-JL -
-25J L

TOTAL 6.2 30.7 25.0 25.0 25.0 2S.0

RIN DIN G  (Thousands of D elian)

roSlTlQES
FULLILME______ -ZS_ _2S_
IAA1ILMt.
TEMPQRARY

111. ANALYSIS (See Ft 

1.

al Note Preparation Instructions, Section HI)

Personal Sarvlcts: On# fu ll-t1 *e  ptsHlon fo* »1* months (Rati 
Technician -  Rang* 12) beginning April 1, 1980.

t  t  B enefits

SI.425 

IT1U

Monthly salary 
Benefits

TOTAL

2. Benefits: Asura 150 clalaa for 9 nonths service credit each. Total estimated 
cost to the PEAS 1s S338.C00 which would be amortized over 25 yean as a past 
service l ia b il i ty .  The annual cost of 125.000 would be reflected 1n an Increase 
1n State contributions.

IV. DATE U1UVL
Original

PREPARED BY
AGENCY _____
PHONE _______Legislative Finance 

Budcvt end Meneeement 
Prim* Sponsor (Fm t U p tb to i  NamaC)
Office of the Governor (Kalth Specking)

e««i e Sjmniat hlnftif
Pi r i l l  Bfl n f  e» H rm w « r I  B annflaa-

Represen tativ e  Parker





1/16/60

(7) COMMITTEE REPORT 

HOUSE

FURTHER: FINANCE

Date: \ 1  O

Mr. Speaker:

The Committee on -'TATE \rrAIi.'______________ has had ..t1, 3-'.̂ _________

’’An Act making a special appropriation to the Department of 
Transportation and Public Facilities for the protection of the 
City of Nenana and Nenana Airport; and providing for an effectivo 
date.”
under consideration and (a majority of the committee) (the committee) 
reports 1t back with the following recommendations:

[ ] do pass [ ] do not pass

[ ] do pass with attached amen dm en ts(s )
_ .  I ) same t 1t1

( k ] replace with CS for 1 ' «— _________________________( <  j new title

and recommends  ̂) y. r  A r. J________________________________________

( ] AND attaches a "Letter of Intent" ( ) New Fiscal Note

[ ] reports It back wl hout recommendation

( ] referred to the __________________________________________ Committee

MEMBERS SIGNING MEMBERS HAVING
OTHER RECOMMENDATIONS:

— —

I

CHAIRMAN

H 60 (Rev. 12/78)





7 - 2 ? -  7 7



PAmjp
twwji

SSS?
► • ^̂ 3609*25* ’
„  .pzfky* x  ‘

w /
, . ' 5u v

't̂ Zz

®y|s£
i’-S2Wss

74K w ;  1

rStrSTV.lJ) & * •

I-SRWfcS

3S

rrs3
y\

Q M L

- i- V -

■*?

vSjtlf ’
■Stibi

'■KZi,

K ft • - v  ~  J

+i *> *x

■ v- : - 5 s s r  ••■ ■ - .

‘̂Tf ̂'<̂ 1* > /•.Vit-wrv
ilki

k '1 4Jr_*”

S4fc

.  c* :», .  jvy:© JS 3
' . «[

/<■

3k.T
* & + X + L a

■ •» A  ' 1~4 ■ r* X^M|>lmH|d

■'■■■&‘*#E8 h m .■v4‘

k n

v  *1 C'dj
ft11 pUrftk







r lW M I - H M 'l l l fM  - «t . n . r — . . . . . . . .
l o u t i  • > tn  • — . . . »

MANRKM O Miant/ION, WASH., CHAIRMAN

- C. STtNNIS. MIS ft,
■ "I "T C. DVMO. W. YA. 
WILLIAM PMOAM|M(. Wl%. 
DANIIL M. INOUVC. HAWAII 
‘ "N U T  r. MOLLIN5* SC. 
•'"CM MATH. IND.
thomab r. o g lc to n .  mo
LAWTON CHlLKft. TO.
J. SINNCTT JOHNSTON. |_A. 
WALTfM o. NVOOLtrrON, MV. 
CA/CMTIN N. •0*01 CM. N. DAM. 
PATM'CM J. LIAKY, VT.
JIM S A ft IK M, TCNN.
OtMNlS DCCOMCJM1. AMU. 
OALS aUMPCMS. AMM.

MILTON M. YOUNG. N. DAM.
Ci.irroMO p. casl n.jJ 
CDWAMO w. UMOO*C. MASS. 
m a MM o. MATFIKLD. OMfO.
rro STrvcNS. alasma
CMAMLIS MCC. MATHIAS, JM., MO 
NICHAMO S. S O U * CIMCM. PA. 
MCNMY bILLMON. OMLA.
LOWCLL P. wriCMCM, JM .

JAM tS M CALLOWAY
CMisr c o u N ir l and s tarr dimcctom

'HCuifeb ^ c r t a l c
COMM’TTEC ON APPROPRIATIONS

W a s h in g t o n . d .C . 2 0 3 1 0

Decenl.-r 70, 1978

Mr. Herb Hinman 
Office of ‘.he City Clerk 
City of Nenana 
Nenana, Alaska 99760

Dear Mr. Hinman:

As a follow-up to ou letter of November 21st, 
enclosed is a copy of a letter from the Corps of Engineers 
in further reference the erosion problem in Nenana.

If our office may be of additional assistance, please 
feel free to contact us.

With best wishes,

Cord ially,
/•' , ■ *

y t . J f ‘ . < /1 '■ ' ' T .  .
Linda L. Richardson 
Assistant to 
TED STEVENS 
United States Senator

Enclosure

P.S. Kathie Bridenbaugh is still handling Corps matters, 
but is out of the office for the holidays.



W A A R C M  O . M A O N U t O N .  W A I N . .  C H A I R M A N

jf> H N  c .  r r r * * N i » .  m i i s .
f t O R C R T  c .  R T R D .  w .  V A . 
W 'U I A M  r * O X M I f t C .  W i t .  

b A N iC L  X .  IN C X n re .  H A W A I I

* N * t» T  r .  r o l l i n g * .  i . e .
i l H C M  R A V M . (N O .

t h o m a *  r .  tACLrTON. m o .  
L A W T O N  C H I L K * .  f  i~A.

i  i r N N r r r  j o h n c t o n . l a .
* A L T r *  D . H U O C M .C « T O N , K T .  
O V C M T IN  N .  B U H D IC * .  N .  D A K .  
P A T R I C K  J .  L t A M y .  V T .  

i« M  * A * 1 C R .  T C N N .

D L M N lf t  O C C O M C I N I .  A R lZ .  
O A L 1  i U M r i N l .  A K A .

M I L T O N  R .  V O V N O .  N .  O A K .  
C L i r r o M o  p .  C A » c .  n j .

COWARD w. iw o o r r .  MAII,
MARK O MATriCLO. OR EG.
tco r r c v c N t, ala**a
CHARLES MCC. MATHIAS, JR.. MO. 
RICHARD S. I C H A  CIA LA. PA. 
MCNRV iCLLMON. OX LA.
LOW fLL P. WClCXCR. jR., CONN.

QiCntfeb ̂ >{afcs S e n a t e
COMMITTEE ON APPROPRIATIONS 

W a s h in g t o n . D .C . 20 5 1 0

November 21, 1978

M r . Herb Hi nman 
Office of the City Clerk 
City of Nenana 
Nenana, Alaska 99760

Dear Mr. Hinman:

Senator Stevens is currently cway from his Wash­
ington, D.C. office during this non-I eg IsI at Ive period. In 
his absence, ploar.o allow mo to thank you for your letter 
o f November 13, 1978.

As you are no doubt aware, tho Senator was contacted 
earlier this year by Mayor John Coghill and he related to the 
S e n a to r’s mobile office staff tho erosion problem caused by 
the Tanana R i v e r . The Corps of Fngineers was contacted and 
for your Information, I have attached a copy of their March 
3, 1978 response.

As I understand your lottor, the airport runway has
now boon extended to 5,000 feet which now places it within 
400 feet of tho Tanana River. Because of the direct and 
Immlnont dangor to the runway, this office has again contacted 
the Corps of Englnoers and requested a roviow of tho erosion 
problom to dotormlno whether any assistance can now be pro­
vided.

With best wlshos.

Cord I a IIy

Kathle Brldonbaugh 
Staff Assistant to 
TED STEVENS 
United States Senator

Enclosure



D E P A R T M E N T  O F  T H E  A R M Y
A L A S K A  D IS T R IC "  , C O R P S  O F  E N G IN E E R S  

P . O  B O X  7 0 0 2  

A N C H O R A G E .  A L A S K A  9 0 5 1 0

JAN 1 5 1979
a e p l t  t o  

a t t e n t i o n  o r

IJPAOO-RF

Honorable John B. Coghill 
City of Nenana 
3ox 177
Nenana, Alaska 9976Q

Dear Mayor Coghill:

During a recent field tri" by Mr. Mervin E. 7V.11 ins of our co nstruction 
Division we leainpd that the City of Nenana was experiencing difficulty 
with erosion proMens rear the city's airstrip.

Your conversation with Mr. Mullins indicates that you ray attempt some 
form of erosion control measures in the Ncnann ■ ivnr. It is our unuersfanding 
that you may use o l v l  railroad hopper cars filled with riprap material to 
construct joins or dikes.

Ihe Nenana river is navigable to the city dock and is subject to 
DepartiiKsnt of the Army jurisdiction ’jr.Jcr Section 10 of the river and 
Harbor Act of 1399 up to that point. Any work conducted below the 
ordinary high water line requires Department of the Arm)' authorisation.
LV.dcr Section 4C4 of the Federal hater Pollution Control Act, as aixnded 
by the Clean U’ater Act of 1977, a permit is also required if there is a 
discharge of dredged or fill material. Railroad cars are considered fill 
material when used to construct erosion control structures.

Inclosed for your information arc copies of two pamphlets. ffcio is entitled 
"Itelp Yourself” which discusses critical erosion problems and alternative 
methods of shore protection and the other is information for making 
application for a Dcpnrfcacnt of the ,\ray permit for activities in waterways.

.o^'Ov 
<F





(7) COMMITTEE REPORT

HOUSE

1/13/80
FURTHER:

D a t e :  i__

Mr. Speaker:

The Committee on : -______ 1 FAIRS_______________^as ^ad ^  ____________
"An Act providing for die issuance of general obligation bonds in Che orounc of 
$145,473,800 for die purpose of paying the ooot of highway, ferry, airport, harbor, 
port, local service roads, and trails construction; constructing miu equipping 
nadntxnonce facilities; public transportation; and planning various transportation 
pr jccta; and providing for an effective date."
under consideration and (a majority of the committee) (the committee) 
reports it back with the following recommendations:

[ ] 

(X) 

( ]

I ) 

[ 1 

[ 1

do pass [ ] do not pass

do pass with attached amendments(s )

replace with CS for _______________________________

and recommends

[ ) same title 
[ j new title

AND attaches a "Letter of Intent" ( ] New Fiscal No.e

reports it back without recommendation 

referred to the Commi ttee

MEMBERS SIGNING 
DO PASS

MEMBERS HAVING 
OTHER RECOMMENDATIONS:

A — — ~—

l i \ X  > f  

Th'ATrmXn

H 60 (Rev. 12/78)
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February 27, 1980

M E M O R A N D U M

TO: Russ Meekins, Chairman
House Finance Committee

FROM: Mike Miller, Chairman
House State Affairs Committee

As the attached letter from Commissioner Bob Ward indicates 
the local service roads and trails act was created by the 
seventh legislature and bonds for service roads have been 
included in every even-year bond election since. As you can 
see in past years the local service road portion of the 
transportation bonds package has amounted to as much as 
40 per cent of the total. The administration proposal for the 
current transportation bond program is set at $10,000,000 
This is far too little to budget for one of the most successful 
and popular transportation programs in the state. Therefore 
the State Affairs Committee voted to raise the bonding for 
local service roads from 10 to 14.7 million dollars. Upon 
reflection I believe that even this is too small and would 
strongly recommend that additional bonding for this purpose 
be considered by the Finance Committee.



A L A S K A  S T A T E  L E G I S L A T U R E  - H O U S E  O r  R E P R E S E N T A T I V E S

R E P R E S E N T A T IV E  R IC H A R D  I. E L IA S O N  
P O  B O X  1 43  

S I T K A .  A L A S K A  0 6 6 3 5

W M ILt IN JUNEAU 

P O U C H  V  

J U N E A U ,  A L A S K A  B O S H

C O M M I T T E E S  

R E S O U R C E S  

S T A T E  A F F A I R S

February  21. 1980 
Juneau .  Alaska

To: State Affairs  Committee

From: Hep. Dick Eliason

Subject : Paving of Halibut road in Sitka

The Department  of T ranspor ta t ion  estimates the cost to pave thu road from 

Davidoff s t ree t  to tho fe r ry  terminal is $2.4 million dollars .  This  covers  the cost 

of pav ing ,  replacing guardra i ls  and plastic s t r ip ing .  The length of road to be paved 

is 5.4 miles long,  2 inches  thick and 36 feet wide, with an A .D .T .  ( average daily 

t ravel ) ra te  of 1,800 people from the fe r ry  terminal and 6,000 from thu city limits.



PROJECT TITLE: *
• •

Mt. View Drive - East 5th Avenue to Commercial Drive

PROJECT COST:

$1,504,000

HOUSE REPRESENTATIVES: Sam Cocten, Rick Halford, Randy Phillips, Terry Martin

I

SENATOR: Tim Kelly, Brad Bradley
«

4

PROJECT DESCRIPTION ANtJ JUSTIFICATION:

This project will reconstruct Mt. View Dri *e frgrn East 5th Avenue to 
Commercial Drive and upgrade to two lane collector standards including 
channelization and other intersection improvements. The improvement 
will provide adequate capacity for current and projected traffic levels.
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THE FOLLOWING PAGES WERE TREATED AS 
A UNIT IN THE ORIGINAL FILE.
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TRIBAL COUNCIL
I O W E R  Y U K O N  R IVER  

E M 1..ONAK. ALASK A 9 0 5 8 1

•*0 0'  - o r  "■ 1 , i 1' V

Rcnnto** Jof'n oc’cett

n O U C vl ’ ’

J u n e a u ,  \ W - . n  ' - o w n  

'iftRr .'nhn,

T.t h n r ,  boon the riain arohler.j ./it', i n  the rural areas of the 

conlition in :htch the rondi nrc, elected representatives 

to ,,<or'/. r o r js our nee Is, -nd -•oj]o,».j in our community.
£ m m o n a : h a s  r\ p r o b l e m  0 0 t h  t h e  a i r p o r t  a n d  r o o d s .  O u r  r o a d s  

i s  t h e  r.->Jn o roh l*»m i n  t h e  s u m m e r  b e c a u s e  o f  t h e  a c t i v i t i e s  

w i t h  v e M r p r ,  a n d  h e o v /  e c u I p m e n t  v P i r h  r . r o d u r e s  o o p d n  o f  

. • /ator  i n  . / M. ch  »e c a l l  " o n o  . i t h o u t  • s o l ' h  - r o t j n n  .10 l i v e  

n r ' l i r r .  o o p d u  o f  U ' > t c r  i n  7*1 l " h  t h e  v e h i c l e s  n n u  i ie.ovy ^ a i r -

nent • °vf no :',' I. T a h't you ao-v /h*t 1 ofR talkin ' ohout
a f t e r  *• h B ’’V' '  ’" f i i n  f a l  I . th*» ‘’r, '  ) i i i o n  '*'n» u n c i l  o f  r : ' nonM* 

f i l l  out « f ' o—i i’rorr  *" T f o r  »*m I don. "  t. r u e  t. i o n  P i l c h  . / i l l  

i n c r e r s < *  ' o t t e r  • • e r e u n  t o  n a r k n t  ; ,  . . -choo] , e n d  ■ ' c f . i v i t i e s  o f  

t h rt r o r . n u n i  t v . W  h*»ve * n I s l a n d  t l .  t  i ? * r o w i n ’ n e a r  t h e  

5 t o r rt * n i  t o e  v i r  *es  / i l l  n o t  h e  ■>! I ; t o  d e c 1' i n i ’r o u t  a n y

mo**'? nn-i  . ' h o t  / i l l  oeeot r io o f  o u r  r o a d :  , / I  t h o u t  a  s o l i  .i

e r o u n d  . i l l  h a v e  | o n d a  o f  . / o t a r  o n  t i  e  o f  t h e  h e a v y

e o u  i t - e n t  U r  1 l a  1 - ' i n  11 e l  l o  1 i ov* Lh • •! v  ri  1 -n 11 :sr* t o  t h e  

store .

A i r p o r t :  o u r  • l r > o * ' t  ' h i e h  •/«*« T t ^ t e  fur l e d  l u  I n  0 h a  i s h a p e  

■nn1 t h e  r l i ' M  ~ t M  i.- l l c c  s h o  r t h a t  i n  •y,7<i J u l y  1,  t o

Juee , 1 %7 • " u n r  n*.ore t e d  h o t  .n o n  1 s t  > nd .?n 1 v t r .  I?7' •

"11 n i l  '  f l l  h i  : o n  \ i**, - te  i I -r.« > • l . P n  r o >  t o *  the::-

1 , . 1.  l u a  • n t h e  h* • *.r- ; ur  r  in c o n d i t i o n s .

''IM * •»" " * - i e  /fit f i l l  •omcthin * r* • •oe ,v ;  or o d i o u s l y  in.iurey

i n - ' • - ...... . I'htf * t "1 ol ■' f ri c ,u t tlvit
r o r  « Jo  *n i r  t l  i ■ *’ n o  1 n t l  • . . t  > f  > ,o t. r  >1 .»• r r . r> u t o

• n c h .  n ,% t v '  l > /.*•• t o t e s .
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'on rIy in you ’'.ill notice the ly.!.*!'. rro ind the city rind 

t **r. i •; ou" >nr>’)ler: nlrn, ir iC" mercency rro.ject ?.L.

ii 1 of To <i ->0 Act , 'o the tri council r.ij'.c for r. 

ran i and uur.'.o .-. i h p fence* iroun 1 it due to the floods that 

accrue here -* the l-olta. T C '.’C rot our roads in I nr, sure 
tV*t these oroulems ••/ill he eliminate...

L e t  me r u n  •io,>,,n who I •■•e h a v e  R V n i l r . h l e  h e r e  i n  Rmmonsk .

1. P^ovi Je you v/j th map of proposed rood,

lar-e.j available from the Corporation.

1. !C ’'-f* to oush the bnrces.

A. o « w  viuinmcnt; I oc-'l^r-; , Tr*-r'<or^t and Tri*n’<s v11h the
-no rove I of the o 't c -s .

'tm "c'.ii v.ent at it. rrvn under the 'tote to ho used to ha.ul 

a rove 1 do'/n to r es.

•*. M t  Per oil from hi* to :et yr^vel or roc’:a from C t. “nrya.

T m. not ro.-illy innre.onln f. 'ou i/ith the ur ,ency of the Problem 
n, 'u.o.i iie"o at rimnonn’:, Put to operate in a safety manner 

un *er th'* Jtatu lav; a, ;e nee 3 the h.nip of the .'Late to up- 
-r'do to 31on‘lorued '■osition ./hiel t.V ’tnte .'ill provide 

’up !; to roet these I

’•cr.p^e* fill ly,
o'-. 1 , '

:i;r,nn " . "a •
s 1 *\ | p  J f *  ,■* *u r»  * *

*-,oor*• 1. ••'•* or j
U-'p . r or **n -p *
* f* 1• • j -n r~vel
’ . i : o'M.p
• . ipi* iy oI ;f O

"On, ** ■» op *u *• 1 fjr L
v "Oil] 1-
Ki v< , ■*oni
• :• .on I on
• \ »• ♦• • of ~r'4tvy ml • ♦• *• . —
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THE PT'CEDING PAGES WERE TREATED AS 
A UNIT IN THE ORIGINAL FILE.
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E L E V E N T H  L E G I S L A T U R E

. i i n n .  '  * r~\ L»n

J f j S C A L N O T E

REQUEST 
Bdl/Resolut ion N o . ___ J I B  J i 6 3 -
T u leA N ACT PROVID IN G  FO R TH E ISSU A N C E OF G .O . B O N D S .S I4 S . 4 7 3 . 8 0 0 .  TOR TRA N 'SgQ KIA L1 O N JJ< ; 
R e q u e s te d  b y  HOUSE STA T E  A F F A IR S  _______________  D a te  1 / 2 5 / 8 0  ____

II. FISCAL D E T A IL
A g e n c y  A ff e c te .l  DEPAR1M1/NT O F TR A N SW R TA TIO N  AND P U B L IC  FACT 1J T I K S  
P ro g ra m  C a te g o ry  A f f e c te d  T R ANSPOR T A T ION
B R U , P ro g r a r  i, o r  S u b p r o g r . tm ( s )  A f f e c te d  HATKTTKANCE AND OPKP.A1 ] pK’^_____
(Note :  If mr re t h an  on* bu dg et  c o m p o n e n t  is af fec ted ,  separa te  l ine-i tcm a m o u n t s  and fu nd ing  for  each 

c o m p o n en t  in the  analys is  sec t ion . )
L N P E N P ’X U B E S  (T h o u s a n d s  o f  Dollars)

J 0 D _
200
200
4 0 0
500
6Qp
70 0

PI R S O N A L S I .  R YJCES
t r a v e l . _______

I K \ C  H J A L ________
C O M M O D IT IE S
I QUJEMI N I ________
I \ \ i )  a ST R U C T U R E S  
( .K ANTS c/i AIMS. EEC

F V  80 EY 81 FY 82 FY 83 I-Y 84 FY 85

T O T A L 0 0

FUN D IN G  ( T h o u s a n d s  o f  Dol lars)

G E M  KA1 F UND 
I I Dl RAl  F UNDS
O I  HER tSpeci fv  Fun d S o u r c i )  

Cj N! RAl OBI IGAJ'ION BONDS

POSITION'S

F U N  I IM F  
?J K l IIMI
I t  M I 'O RA RY

III ANALYSIS  (Sec Fiscal N o te  P ie p a ra l io n  Ins t ruc t ions ,  Sect ion III)

S i n t i  i b e  .aim  o f  t h i s  1 1 . i i m p m  t a t  i o n  p r . u j i . c n  i s  l« e r n n . s t  i u r t ,  r r h . i b  i 11 t n t c  o r

r e p l a c e  e > l M l n g  1 1 c m p o r  t n t  i o n  f a c i l i t i e s ,  t h e i c  s h o u l d  b e  n o  n o t i c a h l u  i m p o r t  

d i r e c t l y  o n  t h e  m a i n t e n a n c e  a ik I  o p t* r . i t  i o n s  o f  t h e  f a c i l i t i e s .  K c r  e x a m p l e ,  t h e  c o s t s  

o f  p a t c h i n g ,  b 1.««! i t i g , a n d  1 r . . r l .  i.e.'* l i n g  w i l l  d e c r e a s e  a n t i  t h e r e b y  b a l a n c e  o u t  t h e  

i n t i .  * e d  t e M t  t*f p l o w l n p .  a d d i t i o n a l  r n a . I  r u t r f a r r s  b e i n g  r o n r - t  i m  t r d .

T in  ( a , »• • i . e i  ' r. n , * « i . i t i n r .  b u d g e t  p i o v i J e r .  f o r  t h e  d e b t  s e r v i c e  i n  I r . . i m p o r t  A t I o n  

t < i u * r » l  o b l i g a t i o n  b o n d  p a r L i g c p .

IV. DA 11 Je in '* T >  * U , 1 fiHtJ

O n j r  <1 l i g i d i t i i c  F inance  
rt Bmh.cl and Manto'eincnt

I’rwnr Spoti ’-oi (I list I egislatoi  N a m e d )

Pl< I p a r  I D  BY D a v i s  HfliUVik
A G E N C Y  B c p . u t a e n f  of  T r / u i v p n r l  i t  i n n  /. P u b l i c  F a r i l i i i ^ j
P H O N H

tc mil (.:. \. 12//»*)


