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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 1iIn 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 tle 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 1investment of public monies, and the fact
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that time has been a major fTactor in this 1issue, 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 1is subject therefore
tr the requirements set forth in that chapter.

Our 1investigation 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 1In September,
1976, to use his influence to remove the Hartford Company
from the Deferred Compensation Program. The Tfact 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 1l 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 Tfinance. However, at
least two i1tems 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 @s 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 1In part, "You expressed concern about the penalty
(@B70) that would be levied iIn 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 iIn 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 TfTormula 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 iIn competing with one another for State
contracts.” In allowing a consultant for the State to awx
exclusively unsupervised and iIn private iIn 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



Commissioner Allen A September 30, 1977

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 vere opened. This violates the
intent of the bidding process and undermines the spirit of
“"fair play” which iIs insured by AS 37.

Findings

I find; that the State failed to follow the bidding
requirements as set forth as AS 37.05.250, 1in 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.

The statute states: “AlLl
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 fTiles or records
are open to public inspection at all reasonable times."

It was our fTinding that no such coordination of bids
and documents existed in the State fTiles 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.

Inview 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 woulJd meet wilLh approv;1l 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 iInto the management decisions
of this program.

The above recommendations have taken iInto 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 1iIs 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,

ATtV UU Otliutl

FF/DF/1h
cc: Don Fisher, Ombudsman Assistant
Governor Hammond, State of Alaska
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Tax shelter faces a challenge

by Howard Weaver

Anchorage
Debate surrounding planned changes
in the deferred compensation plan for state
employes has many of the 1,100 partici-
pants worrying about the tax-exempt stat-
us of almost $10 million of their money.
The deferred compensation plan
(DCP), through which workers reduce their
tax burden by electing to postpone receipt
of some wages, has been called to qu stion
because the IRS t is not notified of a
planned change in administration. State of-
ficials say there are "absolutely confident”
that the contemplated change of investment
managers is not a substantive modification
and so does not require the IRS okay.

But if they're wrong, the plan—de-
signed as a tax shelter—could become a
massive tax liability for most participants.
Should the plan be disallowed, participants
face the prospect of having their money re-
turned in one lump sum—all of it then tax-
able at high rates.

"There is no problem and has never
been a problem. Everyone (in -..ate govern-
ment! is very confident there is no prob-
lem,” said Paul Arnoldt, who as director of
the Division of Retirement and Benefits
heads the program.

Critics are not that sure. Senior offi-
cials of Hartford Insurance Co.—which
stands lo lose the contract to manage the
fund—say the proposed transfer of carriers
and investment plans likely are substantive
amendments. That would require approval
which the IRS says it just won't give, they

- *

Meanwhile, the procedure used to
award the investment contract is under In-

vcatigation by the sute Ombudsman's Of-.,

mfire Results of his preliminary examMation/r1**2'
[ ~~'~_say the manner in whicjijhat-eonfrtcrwas

changed “violates (he Intent of the bidding

It's called 'deferred compensation/ and it's

turned into what one
game of politics.'

He also said changes made after the se-
lection process closed were “improvements
to an already superior product.” Had the
consultant not accepted them, he said, the
state would have received a program less
suitable than it ultimat' .> got.

The uncertainty about IRS approval,
however, could make moot the question of
who manages the investments. In the worst
case, tax agents could dimply disqualify the
plan, mandating return of deferred wages.
That would leave participants holding the
bag for taxes perhaps greater than they
would have paid had they not deferred in-
come. The returned funds would be counted
taxable inc-me; they are exempt only while
in the DCP system. Since the money would
come all in one tax year, participants likely
would find themselves in a higher bracket
than if they had not deferred income over a
period of years.

The plan has proved extremely attrac-
tive to many state workers—especially
those in the upper range of the salary sche-
dule. Some state employes have deferred
more than $2,000 monthly, and total invest-
ments run to more than $30,000 for some in-
dividuals.

One st -to employe, at least, has writ-
ten to Allo.i raising concerns over the IRS
status of the system and asked the state to
guarantee he will not suffer by participat-
ing in the plan, lie said representatives of

'"UB*bI?g|«ubstantlve-therefon) requiring IKS ap-*

the questions he raised. *

In e recent letter to Allen, the employe
®*d the uncertainty “leaves me totally con-

state official calls 'a

U.S. Internal Revenue Service approval for
its deferred compensation plan.

“Therefore, before | made my decision
on what amount of my income, if any, to de-
fer during. . .1978,1am formally requesting
that you. . .certify to me that | shall incur
no federal or state tax liability on any in-
come so deferred as long as | cm enrolled in
the State deferred compensation plan.

“In effect, | am asking that you agree
to hold me harmless should the Internal
Revenue Service eventually decide that as
of January 1, 1978, the State of Alaska did
not have a valid ruling on the plan,” the let-
ter said.

At issue is what the IRS calls a "pri-
vate taxpayer letter,” by which the tax
service authorizes tax exemption plans
such as the Alaska DCP. The State ob-
tained approval for its plan in 1974—but, as
is often the case with the IRS. there's a
catch.

After approving the DCP as passed by
the legislature and amended, the IRS cau-
tioned ", . .that if the Plan is amended or
modified. . .this ruling may no longer ap-
ply.”

To compound that threat, the IRS re-
cently iss ed a bulletin saying it docs not in-
tend to issue any new approvals or to ap-
prove newly amended plans pending a re-
view of the deferred income, tax shelter
schemes. If plans to change carriers for the
plan and related changes in it are deemed

proval-the State could find itself without a
valid DCP.
But while the state is most unlikely to

officials say they are confident the change
in management does not require IRS ap-
proval and the DCP will remain a solid tax
shelter.

Asst. Atty. Gen. ,'om Koester, who is
preparing a formal opinion at Arnoidt’s re-
quest, says he sees “no spectre of adverse
tax consequences"” for DCP participants.

“lIdon't believe IRS approval is jeopar-
dized by a change in carriers. We’re not
changing the terms of the plan docun nt
approved by the IRS (in 1974),” he said.

Robert R. Baird, vice president of
Hartford, sees it differently. In a recent let-
ter, he wrote, ”, . .it is difficult to think of
any amendment which is meaningful as far
ns the operation of the plan is concerned
which would not also be considered sub-
stantive by the IRS."

Later, Philadelphia lawjt-r Daniel S.
Knight pr pared an opinion at Baird's re-
quest and came to similar conclusions.

Since the state plan authorized by the
IRS specifies that DCP payments will
"equal the amount which would have been
payable under a variable annuity contract”
and the proposed new managers don't offer
variable annuities, the plan likely would
need amendment, Knight said.

‘.. .At a bare minimum, the State ot
Alaska would be most imprudent if it did
not call these changes to the attention of
the (Internal Revenue) Service,” he wrote.

The stale hasn't done that, and doesn't
intend to, according to Arnoldt. "It's been
our feeling right along that we're not chang
ing the plan. There's been no chanje, so
why'ask for approval? There is absolutely
no need or justification," he said.

The only problem, he says, has come
from rumors spread by “self-serving inter
eats"—a clear reference to Hartford
agents—who mav well lose their status as

providers o( the DCr* service. Arnoldt laidv t w .
_responsibility for tno disquiet on “people

looking more (rom heir interested perspec-

tive than the interest of participants.
“1 eMut»

</V



say the manner in which that contract was
changed “violates the intent of the bidding
process and undermines the spirit cf 'fair

play*. .

That change, resulting from a selection
process concluded in August, would trans-
fer management o* the DCP from Hartford
to ateam of Equitable Insurance and the T.
Howe Price Co. The contract can be a lucra-
tive one, and the competition, although
publicly quiet, has been intense.

Ombudsman Frank Flavin recommend-
ed in a Sept. 30 letter to Commissioner of
Administration B.B. Allen that the state
“immediately stop further action in pursu-
ing the new contract” until a special five-
member panel is appointed to reveiw the
process.

Flavin's investigation dealt not with
the question of IRS approval but the man-
ner in which new management contractors
were awarded the DCP arcount. His letter
outlined findings of an Ombudsman investi-
gation:

. .The State failed to follow the bid-
ding requirements (cf state law) 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 employ-
ment of the state; and the State authorized
Mr. Irwin to open bids in his Seattle office,
not in public as prescribed (by law); and
through the State's acquiescence Mr. Irwin
negotiated significant changes in the Equit-
able carrier’s original bid after the. . .clos-
ing date in violation of the spirit and intent
of (legal bid procedures); and (laws) requir-
ing specific organization of bidding docu-
ments were not adhered to. .

Arnoldt said Tuesday the DCP "really
defies the bid process,” and that Irwin's so-
licitations were handled in the manner of
professional services not subject to com-
petitive bidding by specifications.

“l am totally convinced the poople in-
volved with the bid process maintained a
professional approach. They acted as hon-
estly and with as good faith as anybody,”
Arnoldt said. He expressed “utmost faith
and confidence” in Irwin, the Seattle based
consultant to the DCP.

In a recent letter to Allen, the employe
said the uncertainty "leaves me totally con-
fused as to whether the Slate has a valid

valid DCP.
But while the state is most unlikely to
tgree to hold anybody harmless 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) . .
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looking more from their interested perspec-
tive than the interest of participants.

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

A number of others, however, may not
be. There has been talk of filing a lawsuit to
stop transfer of the management contract
until the IRS question is finally determined.
A kind of network has emerged among op-
ponents of the change, and word of develop-
ments is passed continually along it.

“The former carrier has generated
some interest with unsubstantiated claims.
We recognized there would be some pres-
sure brought. That's politics, that’s the
name of the game,” Arnoldt said.
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coinjietnive bidding.

Aucnomrr J.ve Raster nf Skagway
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Lawsuit
ready sn
IRS flap

A high-ranking Legislative Affairs of-
ficial says he plans to sue *hc state oser pro-
.0sed . hanges in the state's deferred com-
pensation plan for state employes.

Myn Chamey. director of administra-
tive services for the Legislative Affairs
Agency, told the Adwcate he and a few
other employes have instructed their law-
yers to file a class action suit on behalf of
the 1.100 employes particip-i.ng in the
plan.

Unde* the deferred compensation
plan (DCP) workers reduce their tax bur-
den by delaying receipt of a portion of th-ir
wages Since the plan went into effect in
October. 1974. almost SIO million has been
invested in the fund The money is re-
turned with interest to participants or their
bencficiarirs ujion re irement, termination,
disability or death

The DCP has come into question re-
cently because th" IRS was not notified of a
plannrd change iP administrators (Adid
cate. Nov, 10 16). State officials say the dc
cision to chmge fr >in Hartford Insurance
Co. to a ieam of Lquuablc Insurance and
the T. Rowe Price Co. docs not require IRS
approval.

Rut top Hartford officials say thr pro
posed transfer is a substantial amendment
requiring IRS approval.

Breaux.” state officials arc convinced
the change is not a major mollification and
therefore docs not require IRS okjs state
officials sav they do not plan to notify the
IRS.

Rut if it is dienninrd that IRS ap
prosal is nerrssarv ami it iv not giscn, the
plan could be disqualified, mandating re-
turn of thr wagn. Participants then would
face the pujfijicci of hassng their money re-
turned in one lungi sum - much ol it then
taxable at high rates

Chamey said he cx|n-ctt the suit to be
filed within the next two weeks. He said it
will seek an injunction presenting the state
from trandenng administration of the plan
until an IKS ruling has been issued

H the IRS approves the transfer, the
suit will bedropp'd Chaniev said

The new earner currentlv is scheduled
to take userJan |

Cotnmiv»umrr of Administration Rill
Allen said he is confident the change does
not requin®* IKS approval. |!r said the .die
gatiou« that the change is a substantial
miMlililauun have come primarily from
Il.ntbild

“Il.oiford is pulling ptowiiu- on our
ufruetolindf.mil wtih nur division Allen
viid “We asked Hailfiud to consider re
negotiating lies thtix* limes but iln-s ilnlni
"ini' ujiunit the Iwstpi in

According to state oflieuls the fqi
j “>le plan «ould result m higher guarantmt
uitrtrst and antmitv rati'x and lower njH-rat
ini; np-nxs I'mler thr new plan an etn
pl.nr <|.i msestnl 5VU00 a war for Il
sears would he guaraiuei-il a mum of $74
0il compand to JiiJ 5j0 under the liar
ford plan, state officials said

1 fie Cumin defcned coni|<ensaiim
plan has jiiusitl rstreinelv aitractne to
many state smtken

—Jcnn Klzer



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 Federaleincome 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
econcluded 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.
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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?
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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 Tfirst 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 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
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
guestion 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, 1 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 1is not jeopardized by a change in carriers. | 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 | have been awaiting an Attorney General®s
opinion on this change of carriers issue and it will apparently notbe forth-
coming. The last infennation | have is that the Attorney General will now
seek an opinion from the IRS onwhether 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. Hogani.e stated to me that he was told by the IRS
that he could expect a replyby December 15th. Ihave 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 lIssue. 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 meetingwith
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 changeof
carriers until after the reply from the IRS.

General Counsel /

Alaska Public Employees Association
PEM/bg pRoY

Attachments
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xV Stale Headquarters: 130 Seward Street. Suite 508, Juneau, Alaska 99801 . Tel: (907) 586-2334

December 19, 1977

Release: Immediately
Contact: Michael Williams

AEEA E1LES SUU AGAINST IHE
STATE of ALASKA

JUNEAU, ALASKA - The Executive Director of the Alaska
Public Employees Association, Russell D. Molt, announced today
THAT A SUIT FOR INJUNCTIVE RELIEF HAS BEEN FILED IN JUNEAU
Superior Court by APEA and certain other parties, including
staff members of the Legislative Affairs Agency, against the
State of Alaska in reference to the change of carr.ers for the
State"s deferred compensation program.

"APEA has a vital interest in questions and controversies
arising from the change of carriers in that approximately 800
OF the 1100 participating members are also members of APEA.
Considering the number of APEA State employees deferring
portions of their income, under this program, it seems only
reasonable to do whatever 1is necessary to set out the facts
concerning the deferred compensation program as it now exists,"
stated Molt.

Qutlining some of the major concerns which resulted in this

suit, Mr. Molt said,

- more -
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“"First, to the best of APEA'S knowledge, no detailed
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 GAINED....VERSUS WHAT
THEY HAVE LOST.

"Secondly, there 1is serious question™ concerning the bidding

PROCESS THE oTATE FOLLOWED, AS BROUGHT OUT BY THE STATE"S
Ombudsman, Frank Flavin,"

“"Thirdly, the real value of the State®s deferred compensation
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 1.R.S. HAS SUSPENDED THE [I1SSUANCE
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,"™

“"Fourthly, the budget under which the new program would be
ADMINISTERED HAD NEITHER BEEN PRESENTED TO THE LEGISLATURE, NOR
OBVIOUSLY RECEIVED THEIR APPROVAL. THE NEW PROGRAM ENVISIONS
State personnei and Tfacilities performing many of the functions

PREVIOUSLY PROVIDED BY THE CARRIER AND THUS REQUIRING A COMMITMENT

of State funds."

- MORE -
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“"Lastly, the "Public Forum"™ involved in this decision-making
PROCESS CONSISTED APPARENTLY OF OFFICIALS OF THE DEPARTMENT OF
Administration, the State"s insurance consultant, and a handful
of persons selected by the Governor®"s office to review the
decision to change carriers/programs. However, it appears that
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.™

lhe Alaska Public Employees Association and the State of Alaska
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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e Tel- (907) 586-2334

December 20, 1977

Release: Inmediately
Contact: Michael Williams

ok BULLETIN - ***

JUNEAU, ALASKA - Since the filing of the suit by the

Alaska Public Employees Association, in Juneau Suferior Court
this morning at 11:00 AN, both the State of Alaska and APEA"s
ATTORNEYS HAVE RE-ENTERED INTO NEGOTIATIONS OVER THE DEFERRED
COMPENSATION PROGRAM,

nlt is APEA'S hope, and belief, that the problems over the
DEFERRED COMPENSATION PROGRAM CAN BE JOINTLY RESOLVED WITHOUT
HAVING TO PURSUE FURTHER LITIGATION,"™ STATED RUSSELL D. MOLT,

Executive Director of the Alaska Public Employees Association,

- 30 -
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A laska P ublic E mployees

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

December 28, 1977

pﬁﬁg* REIr.%E RELEASE! IMMEDIATELY
S 1.ri Contact: Michael Williams

JUNEAU, ALASKA - The Executive Director of the Alaska Public

Employees Association, Russell D. Molt, announced today that an
agreement has been reached between the State of Alaska and APEA
OVER THE CHANGE OF CARRIERS FOR THE STATE"S DEFERRED COMPENSATION
PROGRAM,

“"After filing a suit December 20, 1977, against the State of
Alaska, in Juneau Superior Court, for injunctive relief in the
matter cf change of carriers 1in the deferred compensation program,
attorneys for APEA and the State of Alaska re-entered into negotiations.
As a result of those negotiations, the State has postponed changing
carriers for the deferred compensation program for at least ONE YEmR.
Both parties agreed that the question of the possible loss of the
TAX DEFERRED STATUS OF THE PROGRAM WAS SO VITAL A QUESTION, THAT
NO CHANGE COULD TAKE PLACEAT THIS TIME,™ MOLT STATED.

Most of the concerns which had lead APEA to file the suit, on
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 STATEOF ALASKA.
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THE PRECEDING PAGES WERE TREATED AS
A UNIT IN THE ORIGINAL FILE.



THE FOLLOWING PAGES I'ERE TREATED AS
A UNIT IN THE ORIGINAL FILE.



August 10, 1577

Mr. Robert Irwin, CLU
Assistant Vice Pres,dent
Vin. 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 longcr 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.

IT 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

EXHIBIT E



10

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

f

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,

vV 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 2O 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



l-

PETERSEN

F
»*tV  AND COUNSELLOR AT LAW

JAMES

ATTO

imcr

» ianteo

iUH|*u. AUM4

1tDOI

% JO

M 7-9x

1

13

14

15

16

17

18

1?

20

21

22

23

24

26

27

28

29

30

31

32

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,

VS.

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, 1is an adult
resident of the City and Borough 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.

/ /7 7 7/
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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. Th3 Hartford Variable Annuity Life Insurance
Company, a Connecticut corporation, 1is 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 fT'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



amend the plan approved by the Internal Revenue Service in
July of 1974.

9. This proposed modification and amendments ma
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
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1 by Internal Revenue Service xn July of 1974, particularly

2 states in Section 14: "This agreement shall be construed

3 under the law of the State of Alaska.™ The language of the
4 statutes themselves (AS 39.45.010 through .050) specifically
S does not include an investment vehicle of mutual funds and

6 as such the use or the threatened use of that investment

7 vehicle by the Department of Administration may be in

8 violation of said statutes and the legislative intent of

those statutes (see the Affidavit of Genie Chance attached

it hereto as Exhibit H).

n 12. The defendant, the Department of Administrati

12 by letter dated August 18, 1977, (see Exhibit E attached

13 hereto) authorized their consultant, Robert Irwin, to notify
. u Hartford Variable Annuity Life Insurance Company to transfer
B ail deferred compensation funds to Equitable Life Insurance
gi 16 Company and T. Rowe Price Mew Era Fund, Inc., on or about
o 17 January 1, 1978. The consultant, Robert Irwin, did this by

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

19 defendants are enjoined the funds of the Public Employees”

20 Deferred Compensation Program deposited with the Hartford

2 Variable Annuity Life Insurance Company will bo transferred

2 which, as stated above, may seriously jeopardize and may

23 subject said funds to immediate taxation by the individual

24 participants, as outlined above.

25 WHEREFORE, plaintiffs demand relief as follows:

26 1. That the defendant, Hartford Variable An:uity

2 Life Insurance Company be enjoined from transferring the

28 funds which it now holds as the carrier of the Public Employees”

29 Deferred Compensation Program under the Deferred Compensa-

30 tion Plan an approved by the Internal Revenue Service in

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

R / /7 /7 /7 7/



0. 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 md
attorneys®™ fees iIn prosecuting this actj a.
DATED *t Juneau, Alaska, this m rd 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,



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,
Plaintiffs

VS.

STATE OF ALASKA, DEPARTMENT
D? ADMINISTRATIONjJ and
IARTFORD VARIABLE ANNUITY
L.IFE INSURANCE COMPANY,

i Connecticut corporation,

Defendants C. A. Mo. 77-11fS

ENTRY OF APPEARANCE
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, 1in the above-
captioned court and cause.
DATED this "2~ day of Dacember, 1977, at Juneau,

Alaska

Hartford Vnriablo Annuity Lifo
Insura co Company

J><rvicu Ad roaolpt of /up.

Attorney fcr



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. 1 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. 1 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 Depgitment 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 1issued IR-1581 (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 Deferred Compen-
sation Plan previously approved.

3. The Department of Administration is presently 1in
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 t
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 vyear; upuntil 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,



members of the legislature, representatives from Legislative
Affairs, the Assistant Ombudsman, representatives from several
employee bargaining un”~ts and other interest 1 ®rsons 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, 1Inc., 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 1its 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 particioatinj
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 1is 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



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 1t3elf, that the tax exempt status of the
plan will be lost and that the employees who have invested 3ums 1in
the plan will suffer serious adverse tax consequences. There 113
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 7?£ 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: \Y



AFFIDAVIT OF GENIE CHANCE
STATE OF ALASKA )
) ss.

First Judicial District )

Genie Chance, being first duly sworn, deposes and
states as follows:

1. 1 reside at 1101 "H" Street, Anchorage, Alaska
99501.

2. 1 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 1 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. | 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. 1 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, 1 decided that the safest investment
vehicles would bo fixed and variable life insurance and

annuity contract.
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7. When 1 received the language for the bill I was
disturbed by what 1 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 1invest"” to ensure that only the investment vehicles

in the statute could be used. However, | 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 |1 was working with on this bill, but 1 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 1 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 1investments 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, |
received several calls from persons representing mutual

funds and savings and loan associations. They explained
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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.

/ 7. / ./
STATE OF ALASKA N ’ . .
CAACIAI S:Al Notary Public in and for Alaska

' ) . issi [ e o/ >
J. Louise Jlundell f _J y commission expires s >/

NOF.VIVPtIIT
Anaiii  [9]]
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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. 1 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 0O"Day Drive, Tongass Park
Subdivision in Juneau, Alaska, 1 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 »b 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 1R-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 1 am counting on for retirement income and may further
cause me and others serious income tax problems, for the follow-
ing r~hasois:

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."



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 1 would have the pay-out benefits of a
variable annuity contract and death benefits, and with the
additional understanding that the funds 1 allocated into the
separate account would be invested by the company whose portfolic
of investments 1 had read in the prospectus and m"pproved. Under
the new plan, those funds would be unilaterally removed by the
State from the portfolio 1 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 EY(

SUBSCRIBED and SWORN to before me this ~Cr day"-oiJ
December, 1977.

SEAL Li
Notary Public for Alaska |, f
My Commission Expires: r-/50Of

- * .. m}%
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THE PRECEDING PAGES WERE TREATED AS
A UNIT IN THE ORIGINAL FILE.






) COMMITTEE REPORT

HOUSE
1/15/80 FURTHER: FINAIJCE
Date: P-~5 ~ fcoO
Mr. Speaker:
The Committee on 77K K avt—\ipz has had HIj 339

"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:

[ \1 do pass [ Xo not pass
( ] do passwith attached amendments(s)

[ 1Isame title
[ ) replace with CS for [ Jew title

and recommends

( ) AND attaches a "Letter of Intent” ( 1 New Fiscal Note

( ) reports it back without recommendation

« J referred to the Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:

A A, (-

Jhi :

iff. J
7*Jm f

CHAIRMAN
H 60 (Rev. 12/78)
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ELEVENTH LEGISLATURE

REQUEST

Bill/Resolution No.
Title

Requested by

FISCAL NOTE

Date

An ActKelating to Creaited Service~oT~Permanent Part-Time Employees

Il. FISCAL DETAIL

Agency Affected Administration - Division of Retirement
Labor

Program Category Affected.
BRU, Program, or Subprogram(s) Affected

and Benefits

Services

02-96-8-01-01-01 (PERS)

(Note: Ifmore than one budget component isaffected, separate linc item amounts and funding for each

component in the analysis section.)
EXPENDITURES

FY 80

100 PERSONAL SERVICES T.5
200 . TRAVEL -U-
200 CC.ilRACTUAL 0,1
400 . COMMODITIES 0.1
200 EQUIPMENT 0.5
600 LAND A STRUCTURES -0-
10Q ..STATE TR§_MATCHING -0-
100  BENEFITS -0-
TOTAL 6.2

FUNDING (Thousands of Dollars)

GENERALJOIND
FEDERAL FUNDS

VETERAN®S FUNO
FISH a GAME FUND
highway fund
AIRPORT FUND
CAPITAL FUND

PERS _ 672
TRS

POSITIONS
FULLTIME 1- .25
FART TIME
IEMPORARY i

1. Personal Services:

(Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84
5.5 -0- -0- - - TIF;
-U- -0- " O
0.1 -N- -0- -0-
0.1 -n- -n- -0-
-0- -0- -0- -0-
-0- -0- Q- -0
-0- -0- -0- -0-

25.0 25.0 25.0 25.0

30.7 25.0 25.0 25.0

20.4 20.4 20.4 20.4
1.2 1.2 1.2 1.2
0.1 0.1 0.1 0,1
0.2 0.2 0.2 _ 0.2

o 0.3 0.3 0.3

0.7 0.7 0.7 0.7

2.1 2.1 2.1 2.1

5.7 -0- -0- -0-
_n_ _O*

ANALYSIS (See Fiscal Note Preparation Instructions, Section HI)

Technician - Range 12) beginning April 1, **>80.
Monthly salary $1,425
Benefits 417

TOTAL JTWJ

2. Benefits-

Assume 150claims for 9 months service credit each.

Total

One full-time position for six months (Retirement & Benefi X

estimated

cost to the PERS is $338,000 which would be amortized over 25 years as a past

service liability. The annual
in State contributions.

cost of $25,000 would be reflected

in an

increase

IV. DATE 1/31/80 PRI PAKEI) BY _P*ul B- ArnoldL-Dlrertcr .
AGENCY _ — Div-Hlon of Retirectnnt. A.Relvflt<
Original. l-egnlaiivc Finance PHONE 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 AcfTelating to Credited Service of Penranent Urt-Tiwe Employees
Requested by L>ate_

FISCAL DETAIL

Agency Affected Administration - Division of Retirement and Benefits

Program Category Affeeted_ Labor Services

BRU, Program, or Subprogram(s) Affected 02-96-8-01-til-01 (PERS)

(Note: If more than one budgtt component b affected, separate line-item amounts and funding for cads
component in the analysis section.)

EXPENDITURES (Thousands of DoHan)

FY_SO FY 81 FY 82 FY 83 FY M FYM
100 PEASOALSERVICES 7T 5.5 R zr-
ﬁ IRAYEL =1 =
200  CONTRACTUAL 0.1 JLL -p. p. -n.
4QQ CDMMQDHIES JLL JLL N:t
EQUIPMENT JLL J -0- 0 L
-LAKTL/ STRUCTUPLL -0- _Jb_ . JL
700 STATE TRS KATCHIKS JL -0- -0- JL -JL-
u3* JELL 2551 -25iL 2L -250L
TOTAL 6.2 30.7 25.0 25.0 25.0 25.0

RINDING (Thousands of Delian)

roSITIQES
FULLILME -ZS _25_
IAALILMLt.
TEMPQRARY

111. ANALYSIS (See Ft al Note Preparation Instructions, Section HI)

1. Personal Sarvicts: Or# full-tl*e ptsHlon fo* »1* months (Rati t t Benefits
Technician - Rang* 12) beginning April 1, 1980.
Monthly salary S1.425
Benefits
TOTAL 1T1U

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 liability. The annual cost of 125.000 would be reflected 1n an Increase
1n State contributions.

IV. DATE UIUVL PREPARED BY €«d e Sjmiat hinftif
AGENCY Pirill Bfl nf esHrmw«r | Bannflaa-
Legislative Finance PHONE
Budcvt end Meneeement .
Prim* Sponsor (Fmt U ptbtoi NamaC) Representative Parker

Office of the Governor (Kalth Specking)






@ COMMITTEE REPORT

HOUSE
1/16/60 FURTHER: FINANCE
Date: \ 1 0
Mr. Speaker:
The Committee on -"TATE \rrAli." has had g 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:

[ 1 do pass [ 1 do not pass

[ 1 do pass with attached amendments(s)
. I ) same titl

( k1] replace with CS for 1 "« (< jJ new title
and recommends ~N)y. racld

C 1 AND attaches a "Letter of Intent"” ( ) New Fiscal Note

[ 1 reports It back wl hout recommendation

C 1 referred to the Committee

MEMBERS SIGNING MEMBERS HAVING

OTHER RECOMMENDATIONS:

CHAIRMAN
H 60 (Rev. 12/78)






7-22-177



m4

SS?
pe M3609*25*
- -pziky*ng, ‘
wil
7K '
®y|sE
S2Wss
SV ¢
3S
. *? Kty x> x |
Jaa
c* »  Jwy:©O JS 3
q
/<m
3k.T
*&
~4 - X"M{>ImH|d
< H#E8hm .

+X+La

QML

i

rs3

“mKZi,

- 5ssr s«am -

FNitdire
ilki

kn
v *1 C"dj

I-SRWfcS

ftll purfik









rMWMI-HM'IIIfM -«t .nr—
ut >tne L

lo i .
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- C. STINNIS. MISt, MILTON M YOUNG, N. DAM.
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WILLIAM PMOAM|M(. WI%. CDWAMO w. UMOO*C. "MASS.

DANIIL M INOUVC. HAWAII maMV 0. MATFIKLD. OMfO.
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thomab r. oglcton. mo NICHAMO S. s0 U *CIMCM. PA. HCuifeb crtalc
LAWTON CHILKft. TO. MCNMY bILLMON. OMLA.

J. SINNCTT JOHNSTON. | A LOWCLL P. wriCMCM, JM . TTE

T o o COMM C ON APPROPRIATIONS
CA/CMTIN N. +0*01CM. N. DAM. Washington. d.C. 20310

PATM'CM J. LIAKY, VT.

JIM SAfIK M, TCNN.

OtMNIS DCCOMCIML.

AMU.

OALS aUMPCMS. AVM.

JAMtS M CALLOWAY

CMisr couNirl and starr dimcctom Decenl r 70, 1978

Mr. Herb Hinman

Office of <Zhe City Clerk
City of Nenana

Nenana, Alaska 99760

Dear Mr. Hinman:

As a follow-up to ou Iletter 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,

/=" . . *
yt.Jf “ </lwmT,
Linda L. Richardson
Assistant to
TED STEVENS
United States Senator

Enclosure

P.S. Kathie Bridenbaugh is still handling Corps matters,
but 1i1s out of the office for the holidays.



WAARCM O. MAONUtON. WAIN.. CHAIRMAN

Jf>HN c.orrrrx N .

miis MILTON R. VOVNO. N. OAK

ftORCRT c. RTRD. w. VA. CLirroMo p. CA»c. n j.
W UIAM r*OXMIftC. W it. COWARD w. iwoorr. MAII,
bANICL X. INCXnre. HAWAII MARK O MATriCLO. OREG.

*N*t»T r. rolling*. i.e. tco rrcveNt, ala**a

iIHCM RAVM. (NO. CHARLES MCC. MATHIAS, JR.. MO. =

thoma* . tACLITON. mo RICHARD S. 1cHA CIALA PA QiCntfeb ">{afcs Senate

LAWTON CHILK*. fi-A MCNRV iCLLMON. OXLA

i irN Nrrrjohncton.la LOWfLL P. WCICXCR. jR., CONN.

NN gonncton 1 i COMMITTEE ON APPROPRIATIONS

OVCMTIN N. BUHDIC*. N. DAK. Washi t D.C. 20510
ashington. D.C.

PATRICK J. LtAMy. VT.
i«M *A*1CR. TCNN.

DLMNIft OCCOMCINI. ARIZ.

OAL1 iU M riNI. AKA

November 21, 1978

Mr . Herb Hi nman

Office of the City Clerk
City of Nenana

Nenana, Alaska 99760

Dear Mr. Hinman:

Senator Stevens 1is currently cway Tfrom his Wash-
ington, D.C. office during this non-1eg Islat lve period. In
his absence, ploar.o allow mo to thank you for your letter
of 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
Senator’s mobile office staff tho erosion problem caused by
the Tanana River. The Corps of Fngineers was contacted and
for your Information, | have attached a copy of their March
3, 1978 response.

As | 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 lally

Kathle Brldonbaugh
Staff Assistant to
TED STEVENS

United States Senator

Enclosure



DEPARTMENT OF THE ARMY
ALASKA DISTRIC" ,CORPS OF ENGINEERS

ANCHORAGE. ALASKA 90510

aeplt to

attention Ofr

JAN 15 19/
1JPACO-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. ?/.11lins of our cnstruction
Division we leainpd that the City of Nenana was experiencing difficulty
with erosion proMens rear the city"s ailrstrip.

Your conversation with Mr. Mullins indicates that you ray attempt some

form of erosion control measures in the Ncnann mivnr. It is our unuersfanding
that you may use olvi 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 jJr.Jor 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 Am)" authorisation.
LV.dcr Section 4C4 of the Federal hater Pollution Control Act, as aixnded
by the Clean Uater Act of 1977, a permit is also required if there is a
discharge of dredged or Till material. Railroad cars are considered fTill
material when used to construct erosion control structures.

Inclosed for your information arc copies of two pamphlets. fido 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.

.0N"0v






™ COMMITTEE REPORT

HOUSE
FURTHER:
1/13/80
Date: i
Mr. Speaker:
The Committee on I - 1FAIRS ~as “ad n

"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:

do pass [ 1 do not pass
[ 1

(X) do pass with attached amendments(s)
[ ) same title
L 30

C 1 replace with CS for ew title

and recommends

1 ) AND attaches a "Letter of Intent" ( 1 New Fiscal No.e
[ 1 reports it back without recommendation
[ 1 referred to the Commi ttee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:
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February 27, 1980

MEMORANDUM

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 1 believe that even this is too small and would
strongly recommend that additional bonding for this purpose

be considered by the Finance Committee.



ALASKA STATE LEGISLATURE - HOUSE Or REPRESENTATIVES

REPRESENTATIVE RICHARD I. ELIASON

PO BOX 143 COMMITTEES
SITKA. ALASKA 06635 RESOURCES

STATE AFFAIRS
WMILt IN JUNEAU

POUCH V
JUNEAU, ALASKA BOSH

February 21. 1980
Juneau. Alaska

To: State Affairs Committee
From: Hep. Dick Eliason

Subject : Paving of Halibut road in Sitka

The Department of Transportation estimates the cost to pave thu road from
Davidoff street to tho ferry terminal is $2.4 million dollars. This covers the cost
of paving, replacing guardrails and plastic striping. 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

travel ) rate of 1,800 people from the ferry 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

SENATOR: Tim Kelly, Brad Bradley

«

PROJECT DESCRIPTION ANtJ JUSTIFICATION:

This project will reconstruct Mt. View Dri * frgm 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

IOWER YUKON RIVER
EM1..ONAK. ALASKA 90581

*00' -or ‘', i1V

Rennto** Jof™n octett

nOuUCvl

Juneau, \W-.n '-own

"iftRr _"nhn,

Tt nnr, boon the riain arohler.j ./it",in the rural areas of the
conlition in :htch the rondi nrc, elected representatives
to ,<or/ ror js our nee Is, -nd -eoj]o.,»j In our community.
Emmona: has rn problem O0Oth the airport and roods. Our roads
is the r.->Jn orohl*»m in the summer because of the activities
with veMrpr, and heov/ eculpment vPirh r.rodures oopdn of
.«/ator in ./M.ch » call "ono . ithout < sol'h -rotjnn .10 live
nr'lirr. oopdu of U'>tcr in 711"h the vehicles nnu iie.ovy * air-
nent <°vf no L. T a h*t you ao-v /h*t 1 ofR talkin " ohout

after *® hB”V" ™fiin fal I. th*»  “r," )iiion "muncil of r:'nonM*
fill out « f'o—i i’rorr *T for »*m I don." true tion Pilch ./ill
incrers<* 'otter -eeereun to narknt ;, ..-choo] ,end m'cf.ivities of

thrt ror.nuni tv. W h*»ve *n Island tl. t i? *rowin’ near the

5tornt *ni toe vir *es /[ill not he w1 ; to decl ini’rout any
mo**'? nn-i .'hot /ill oeeotrio of our road: , /lthout a soli.
eround .ill have | onda of ./otar on tie of the heavy

eouit-ent Ur 1 la 1-'in N el lo liov* Lh e dvril-n 1l:sr* to the
store
Airport: our elr>o0*'t ‘'hieh e«* Tt~te TFfurled lu In 0 ha i shape

mnnl the rli'M ~tM i.-Illcc shor that in ey, 7<i July 1, to

Juee ,1% e"unr n*.oreted hot .non 1st >nd .2n1vtr. 177"

"11 nil " fll hi : on \i**,-te i l-r« > «|.Pn ro>to* the::-

1, . 1. lua en the h* e« *r-: ur rin conditions.

"TIM *ey' "x_je /Fit fill eomcthin * r*eeoe,v; Oor odiously in.iurey
in - e - L. - I'ntfF* t "lol o fric ,ut tlvit

ror « Jo *n ir tlh i m *no 1 ntl <. .t >f >,0t. r >l>rr. r>ut o

ench. n% tv' | >/*e totes.



TRIBAL COUNCIL

LOWER YUKON RIVER
EMMONAK. ALASKA B9381

on rly in you ’".ill notice the W.I*" rro ind the city rind
t * 1< ou” >r>")ler: nlrn, 1IriC" mercency rro.ject ?.L.

i 1 of To<a=0 Act , "0 the tri council rifc for r.
ran i and wr."0o =i h p fence* iroun 1 it due to the floods that
accrue here =* the I-olta. TC " rot our roads in | nr, sure

tV*t these oroulems e/ill he eliminate...

Let me run eioxn who | me have RVnilr.hle here inRmmonsk.
1. P”ovi Je you V/jth map of proposed rood,
lar-e.j available from the Corporation.
1. IC " to oush thebnrces.
A. o«w viuinment; loc-"I"r= , Tr*-r"<or”t and Tri*n¥s v11lh the
-norovel of the o"tc-s.
fm 'c".ii v.ent at 1it. rrvn under the "tote to ho used to ha.ul
arovel do*/n to r es.
. Mt Peroil from hi* to :et yr~*vel or roc’a from Ct. “nrya.

T m. not ro.-illy innre.onln £ "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 3londorued “mosition ./hiel t.V “tnte _Till provide

up !; to roet these |

ecr.pe*fill ly,
OI_- i L]

mrm Y. Ma e

S1® | p It wbtrs =

*-,oor® 1. =S Or j
U-"p. ror *n—p=*
1 ej-n r~vel
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e_ ipi*iy ol ;;f0
"On, *m op “u®=l fjrL
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THE PT*CEDING PAGES WERE TREATED AS
A UNIT IN THE ORIGINAL FILE.
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ELEVENTH LEGISLATURE

JFf]SCAL NOTE

REQUEST

Bdl/Resolution No._ JIB Ji63-

TuleAN ACT PROVIDING FOR THE ISSUANCE OF G.O. BONDS.S145.473.800. TOR TRAN'SgQKIAL1ONJJ<;
Requested by HOUSE STATE AFFAIRS Date 1/25/80 _

1. FISCAL DETAIL
Agency Affecte.l DEPARIMI/NT OF TRANSWRTATION AND PUBLIC FACTUTIKS

Program Category A ffected TRANSPORTATION
BRU, Prograri, or Subprogr.tm(s) Affected HATKTTKANCE AND OPKP.Al]pK'~
(Note: If mr re than on* budget component is affected, separate line-itcm amounts and funding for each

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

FV 80 EY 81 FY 82 FY 83 I-Y 84 FY 85

JOD _ PI RSONALSI.RYJCES
200 travel.
200 I K\C HIAL
400 COMMODITIES
500 I QUJEMI N |
6Qp I \\i) a STRUCTURES
700 (.KANTS c/i AIMS. EEC

TOTAL 0 0

FUNDING (Thousands of Dollars)

GEM KA1 FUND
I 1 DI RAl FUNDS

Ol HER tSpecifv Fund Sourci)
Cj N! RAI OBl IGAJION BONDS

POSITION'S
FUN I IMF

?2JK1 1Ml
It MI'ORARY

I ANALYSIS (Sec Fiscal Note Pieparalion Instructions, Section III)
Sinti ibe .aim of this 1l.iimpm tat ion pr.uji.cn is I« ernn.stiurt, rrh.ibilltntc or

replace e>IMIng 1lcmportntion facilities, theic should be no noticahlu import

directly on the maintenance aikl opt*r.itions of the facilities. Kcr example, the costs
of patching, bl«!itig, and 1r..rl. ie™*ling will decrease anti thereby balance out the

inti. *ed teMt t*f plowlnp. additional rna.l rutrfarrs being ronr-tim trd.

Tin (a,» ei.ei 'r. n,*«i.itinr. budget pioviJer. for the debt service in Ir..importAtilon

t<iu*r»l obligation bond parLigcp.

IvV. DA1 Jein'*T> *U,1fiHtJ Pl<lpar ID BY Davis HfliUVik

AGENCY Bcp.utaenf of Tr/uivpnrl it inn /. Public Fariliii®j
Onjr <& ligiditiic Finance PHONH
rc Bmh.cl and Manto®eincnt

I’rwnr Spoti-oi (I list | egislatoi Named)

tt mil (. \12//



