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(907) 465-4450

September 15, 1983

Dear TRS Eir-ployer:

\(& are in the process of reviewing the benefit structure in the Teachers®
Retirement System (IRS). As you know, the statutory goal (AS 14.25.012)
of the IRS 1is to attract and retain qualified employees. The purpose of
the review is to determine the extent to which the statutory goal is being
achieved at a reasonable cost to employers. We expect this review to have
:mi impact on future legislative proposals and thus on future benefits to
TRS employees and costs to you and the other TRS employers.

Recognizing that it 1is the benefits provided by the system that help to
attract and retain .;d employees "—it at. the seme time dotonuine the
ultimate costs to participating employers, we are soliciting your help in
this review. Please take a few minuter to answer the questions be>ow and
on the back. We would appreciate you returning this letter to us by
Octobe* 1 if possible. Please feel free to call Ton Linklater at 465-4461
if you have any questions.

Thank you.

Sincerely, n

J_K. Humphreys
Director

1.(a) Doyou feel that the benefits currently provided in the TRS a*e
sufficient to attract qualified employees to your organization?
YES 26 NO 5

(b) If"yes™ in (a) above, do you feel that benefits (and therefore
costs) might be reduced in some areas without unduly sacrificing
that effectiveness? YES 4 _ NO 19

© If"no" in (a) above, do you feel that benefits (and therefore
costs) should he enhanced in some areas to improve effectiveness?
YESs MO

NOIL: Inclu*r* Your Social Security Nt’riVvv rpj**or.esponCenca & Requests
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Please

Dayou fer-1 that the benefitscurrently provided in the TRS “are
sufficient to retain qualified em.plo/ess 1in your orcanizatic.n?
Viis 29 ;0 2

If "yes” in (a) above, do youfeel tiat benefits (and therefore
costs) might be reduced in some areas without unduly sacrificing
that effectiveness? YES 3 L Li—

If "no" in (a) above, do you fcsl that benefits (and therefore
costs) should be enhanced in some areas to improve effectiveness?
YES 2 HO

Suggestions for possible benefit/co: -eductions, i my.

So ;.actions for possible benefit enhance.te.nts/cost increases, 1if any.

General comments (if more space is required, please attach additional

sheets).

flane of person completing this form:

return this completed form by October 1, 1983, to the Division of

Retirc-me. t 5 Benefits, Pouch CR, Jur.eau, AK 3981 1. Thank you.

JKH/mn



Review of Benefits in the

State of Alaska Retirement Systems

Division of Retirement & Benefits

October 1983



Introduction

The purpose of this report 1is to vreview and compare the retirement
benefits provided by the State of Alaska. It was prepared in response to
a recommendation of the Legislative Budget and Audit Committee 1in the
course of a performance audit of the Division of Retirement and Benefits

cor ducted by the Legislative Auditor.

Retirement benefits comprise an important part of total compensation
which, from an employer®s point of v"ew, should be sufficient to attract
and retain qualified employees, from an employee®s point of view, an
increase 1in benefits is desirable even though existing benefits may be
sufficient to attract and retain that employee. The efficiency of the
state®"s retirement systems 1is important since the cost of any excesses is
ultimately borne by the citizens of the state. Retirement benefits must
be judged according to their effectiveness 1in achieving objectives;
removing benefits that are not effective produces savings to reduce the

overall cost of the program and help fund other worthwhile benefits.

Retirement benefits are provided by the state through four separate
systems: the Public Employees®™ Retirement System (PERS), the Teachers”®
Retirement System (TRS), the Judicial Retirement System (JRS), and the
Elected Public Officers Retirement System (EPORS). This report will

provide background information which applies generally to all of the



systems end then briefly describe the history and purpose of each system
individually. The next section will outline and compare the benefits
provided in these systems and give an indication of the benefits provided

in other states.

The study of death and disability benefits presents a complex challenge in
its own right; to [limit the scope of this vreport to manageable
proportions, pending review by the PERS and TRS Disability Re iew Board,

these benefits are not included in this initial review.

Having reviewed the benefit structures, we will provide estimates of the
cost impact of selected changes and recommend areas 1in which we believe

further discussion and possible change are indicated.

Hopefully, this report will ©provide a basis for deliberation and
discussion by the many interested parties and groups. Benefits 1in the
Alaska retirement systems are generous, effective and costly. The
ultimate objective 1is to develop legislation which will balance the
interests of all concerned, institute an automatic, actuarially funded
post retirement pension adjustment (PRPA) mechanism, and improve the cost
effectiveness of the systems 1in achieving the goal of attracting and

retaining qualified employees.



General Background

All four of the retirement systems discussed 1in this report are defined
benefit plans; that is, the benefits provided are defined in statute and
do not directly depend on the amount of contributions made by or on behalf
of the employee. This is in contrast to a "-defined contribution™ plan
such as the annuity plan in the state®"s Supplemental Benefits System (SBS)
where the amount of the benefit an employee may receive at any given time
is completely dependent on the balance 1in that employee®s individual

benefit account.

The PERS, the TRS, and the JRS are actuarial ly funded. Each year the
actuary computes the amount, 1in addition to employee contributions, that
will be required from the state and other employers to pay for benefits in
the system. This 1is 1in contrast to pay-as-you-go systems such as the
EPORS and social security where current benefits are paid out of current
revenues on a year-to-year basis and no attempt is made to balance assets
and liabilities. Even if pay-as-you-go systems do not find themselves in
real financial difficulty because of accumulating unfunded liabilities,
they certainly pass the buck to future generations and present a
misleading picture of the costs. The object of actuarial funding is to
pay for benefits as they accrue at a stable percentage of payroll.
Funding for retirement benefits over e ich employee™s working years avoids
the necessity of cutting benefits for future members or, in some cases, a
bankrupt system which defaults on obligations. Ideally, a system could be

discontinued and the accumulated assets would be sufficient to pay ~11 the

accrued benefits.



When an actuary determines the amount of employer contributions, it Iis
intended to cover current costs of benefits as they accrue and to reduce
any unfunded 1liability that may exist in a systenm. The term unfunded
liability refers to an excess of accrued liabilities over assets and may
be produced by such things as benefit increases with a retroactive effect,
fund earnings which fall short of expectations, or a shortfall in employer

contributions.

Without regard to the funding mechsir*m, the ultimate costs of a
retirement system depend on the. benefits that are provided. When
considering benefit changes and their cost impact it 1is important to be
aware of the legal restrictions on change. Retirement benefits provided
under the state plans may not be collectively bargained and can only be
changed by statute. In addition, Article XIl, Section 7 of the
Constitution of the State of Alaska reads: "Membership in employee
retirement systems of the State or its political subdivisions shall
constitute a contractual relationship. Accrued benefits of these systems
shall not be diminished or impaired.l This provision has been broadly
construed by the counts to mean not only that benefits that have accrued
(in the past) cannot be diminished but also that the right to accrue
benefits under a given statute cannot be abridged unless the reduction 1is
offset by a simultaneous increase. This clearly limits the power to make
significant changes and also means that changes in the law that do take

place tend to create new classes of members and complicate administration.

A striking application of the constitutional prohibition against the
diminishment of benefits involved the Elected Public Officers Recirement
System. The system was established on January 1, 1376, and then repealed

by referendum on October 14, 1976. However, the Alaska Supreme Court held



that under the Alaska Constitution all 62 people who had been members of
the EPORS during its 101 months of existence were entitled to continue
their participation. Although there can be no new members of the EPORS,

.the EPORS continues to be administered for this original group.

Another landmark decision was issued by the Alaska Supreme Court 1in May,
19S1 in the Hoffbeck v. Hammond case. This decision stated that an
employee gains a right to benefits on the date of hire rather than on the
date the employee becomes vested or eligible to receive benefits; benefits
may be 1increased but not decreased for-existing employees. A decrease in
retirement benefits (for example, an increase,in contribution rate without
an offsetting increase elsewhere) can only apply to new employees;
statutory amendments that operate to a given employee®s disadvantage must
be offset by comparable new advantages to that employee. The result is
the "ratchet effect”, a principle of "no turning back™ 1in employee

benefits; what has been granted to an employee may not be removed.

The factors mentioned in this section must be kept in mind when
considering amendments to the state retirement plans. The task of
designing benefits that are equitable, effective and affordable in systems
that are actuarially sound becomes even more challenging when many

otherwise viable alternatives are foreclosed.



Overview of the Systems

This .~cticn will addresseach of the four systems individually. For each
system we will provide general information, an historical outline of
significant events that have affected the system and a review of employer

contributions.

Teachers®™ Retirement System (TRS):

The TRS became effective July 1, 1955. Under AS 14.P5.012, the purpose

is to encourage qualified teachers to enter and remain 1in service

with participating employers by establishing a system for the payment of
retirement, disability, and death benefits to or on behalf of the

members." Qualified members of the TRS include:

a) Certificated full- or part-time teachers, certificated school nurses
or a certificated person in a position requiring a teaching
certificate as a condition of employment 1in a public school of the

state;

b) The Commissioner of Education and all supervisory positions 1in the

Department of Education;
c) Full- or part-time teachers of the University of Alaska or a person
occupying an approved full-time administrative position at the

University ,f Alaska; and

State legislators who elect membership under AS 14.25.040(b).



An administrator 1is appointc-d bv the Commissioner of Administration and
serves as secretary of the Alaska Teachers®™ Retirement Board. The Board
consists of five members appointed by the Governor oping

.three-year ternms.

A. Significant events in the TRS

1955 TRS created
Normal retirement age 50

Employee contribution rate of 5% of salary not to exceed S300
per year
Benefit Multiplier

1966 Ad hoc PRPA"s - maximum of 1}%

1963 Vesting reduced from 15 years of. membership service to 10
years of membership service

1970 Employer contribution rate actuarially determined
Employee contribution rate increased to 7"
Multiplier increased to 2%

1971 Vesting reduced to 3 years of membership service
197/ Ad hoc PRPA maximum increased to 4%
1975 Normal retirement age lowered from 60 to 55and"20-and-out”

provision added
Health insurance provided for benefit recipients and their
dependents

B. TRS Contribution Rate History

Member Employer Matching State Matching
Contribution Coi tribution Contribution
School Year _ Rate ___ Rate Rate
1955-70 5% 2.507;* 2.5055*
1970-71 7% 4.5425" 4542555
1971-72 7% 4.91% 4.91%
1972-73 7% 4.91% 4.91%
1973-74 % 5.61% 5.61%
1974-75 7% 5.61% 5.61%
1975-76 7% 6.82% 6.82%



B. TRS Contribution Rate History (continued)

School Year

19/6-77

1977-73

1973-79

1979-30

1980-31

1981-82

1932-83

1933-84

* Contribution rate not actuarially determined

Member
Contribution

Rate
7%
7%
7%

7%

7%
/0

V4s

Employer

Matching

Contribution
Rate

09

-09%

.70%

.06%

.45%

37%

.42%

.45%

State Matching
Contribution
Rate
7.09%
6.70%
7.06%
7.45%
7.37%
8.42%

8.45%

8



Public Employees®™ Retirement System (PERS):

Under AS 39.35.010, the PERS became effective January 1, 1951, with a

.purpose "...to encourage qualified personnel to enter and remain in the
service of the state or a political subdivision or public organization of
the state by establishing a system for the payment of retirement,

di- Dility, and death benefits to or on behalf of the employees."

The PERS 1is composed of two subsystems: Peace Officer/Fireman (P/F)

coverage and All Other (PERS)-coverage. Qualified members of the PERS

include:

a) All permanent state employees unless included in another retirement

system, and

b) All permanent employees of participating political subdivisions and
public organizations in compliance with their participation

agreement, and

c) peace officers, chiefs o™ police, correctional officers, correctional

superintendents, and firemen and fire chiefs.

An administrator 1is appointed by the Commissioner of Administration and
serves as secretary to the Alaska Public Employees®™ Retirement Board. The
Board is composed of five members, three of whom are members of the state
personnel board and the o”her two are members of the system and are

elected by the members of the system.



Significant Events in the PERS

1961 PERS created
PERS not.nal retirement age 65, P/F 60

1953 Employee contribution rate set at 3.5%
Multiplier 1% (1-10 yrs.), H% (11-20 yrs.), 1J% (over 20

yrs,) "
Ad hoc PRPA"s - maximum H%

1970 P/F contribution rate separated and increased to 5%
P/F multiplier separated and increased to 2" (1-10 yrs.), Z{%
(over 10 years)
PERS multiplier increased to 1% (1-10 years), 1(11-20
yrs.), 2% (over 20 yrs.)
PERS normal retirement age reduced to 60, P/F reduced to 55

1972 PERS employee contribution rate increased to 4.25"
Ad hoc PRPA maximum increased to 4"
Vesting requirement reduced from s years to 5 years
PERS multiplier increased to 1*£ (1-10 yrs.), 1 3/4™ (11-20
yrs.), 2" (over 20 yrs.)

1974 PERS multiplier increased to 2 for all years of service
1975 PERS normal retirement age reduced to 55

Health insurance provided for benefit recipients and their
dependents

State PERS Contribution Rates

Peace Officer/Fireman ALl Other

Effective Employee Employer Employee Employer

Date Rate Rate Rate Rate
01/01/61 1.5%* 4.000 1.5%* 4.000
01/01/62 1.375%;* 3.875 1.375%* 3.875
01/01/63 0.875%* 3,375 Q.875%* 3.375
01/01/66 0.3%* 2.800 0.3%* 2.800
01/01/67 0 .1%* 2.600 0 .1%* 2.600
07/01/67 0 -1%* 4.363 0 .1%* 4.363
07/01/68 3.5% 7.0G0 3.5% 7.000
07/01/69 3.5% 3.500 3.5% 3.500
07/01/70 5.0% 8.000 3.5% g .0Co
07/01/71 5.0% 7.840 3.5% 7.840
07/01/72 5.0% 11.210 4.25% 11.210

L] -10 -



State PERS Contribution Rates (continued)

Peace Officer/Fireman All Other
Effective Employee Employer Employee Employer
Cate Rate Rate Rate Rate
07/01/73 5.0% 5.410 4.25% 5.410
07/01/75 5.0% 3.320 4.25% 8.320
07/01/75 5.0% 11.180 4.25% 11.130
07/01/77 5.0% 11.530 4.25% 11.580
07/01/73 5.0% 12.580 4.25% 12.530
07/01/79 5.0% 12.240 4.25% 12.240
07/01/00 5.0% 13.660 4.25% 13.660
07/01/31 5.0% 14.000 ~ 4.25% 14.000
03/701/s1 5.0% 22.350 4.25% 12.690
07/01/32 5.0% 22.360 4.25% 12.710
07/01/33 5.0% 19.990 4.25% 13.200

* The total employee rate of 4.5% included FICA contributions; the
rate shown in this table is net of FICA contributions.

-11-



Judicial Retirement System (JRS):

The JRS became effective July 1, 196C No statement of purposewas
enacted. Members of the JRS include all supreme court justices, judges of
the court of appeals, superior court or district court, and the
Administrative Director of the Alaska Court System appointed under art.

IV, sec. 16 of the state constitution.

Responsibility for the administration of the JRS has been delegated by the
Commissioner of Administration to the Director of the Division of
Retirement and Benefits. The Commissioner of Administration adopts

regulations as required for the JRS.

A. Significant Events in the JRS

1963 JRS created
Employee contribution rate of 5"
Normal retirement at age 65 with 10 years of service or
when age plus service equals 75
Benefit Multiplier 4" with maximum 50" of salary at retirement
Vesting requirement 5 years

1967 Employee contributions repealed
Multiplier increased to 5" with maximum 75" of authorized
salary; benefits automatically increase with salaries

1972 Normal retirement age decreased to 60
Health insurance provided for benefit recipients and their
dependents

1978 Employee contributions reinstated; 7" for members appointed
on or after 7-1-78

1981 System placed under administrative responsibility of Division
of Retirement & Benefits
System placed on actuarially funded basis; employer
contribution rate figured on gross salary

1982 Employer contribution rate figured on base salary

-12-



B. JRS Contribution Rates

Employee Employer
Year Rate Rate
1963 5.0%
1964 5.0%
1965 * 5.0%
1966 5.0%
1967 0
1968 0
1959 0
1970 0
1971 0
1972 0
1973 0
1974 0
1975 0
1976 C
1977 0
1978 7.0%**
1979 0 %**
1980 0 U**
1981 OS**
1981 0S** 96.02%
19c 2 7.0%** 104.78%

* Employer contribution funded through a single Court System operating
appropriation each year

* Employee contribution rate applies only to members appointed after
7-1-78

-13-



Elected Public Officers Retirement System (EPORS):

The EPORS became effective January 1, 1?76, and was repealed by referendum
in October 1976. "he system covers a defined group of elected officials
and 1is closed to new members. Members of the EPORS included the Governor,
lieutenant governor, anJ members of the legislature during the period
between January and October 1976. Elected public officers are now covered

under the PERS,

Responsibility for the administration of the EIPORS has been delegated by
the Commissioner of Administration to the Director of the Division of
Retirement anti Benefits. The Commissioner of Administration adopts

regulations as required for the EPORS.

A. Significant events in the EPCRS

1976 EPORS created effective in January
Employee contribution rate of 7%
Normal .retirement at age 50

Benefit Multiplier 5" for membership service; 2% for other
credited service

Vesting requirement 5 years of membership service

Benefits automatically increase with salaries

Health insurance provided for benefit recipients and their
dependents

EPORS repealed by referendum effective in October

1981 System reinstituted by Sr.ato Supreme Court for all members
participating when the repeal became effective

B. EPORS Contributions
Appropriations

Year Employee Rate for Benefits
1976 7.0" S 15,900
1977-1980 7.0" $ 15,900/yr
1981 7.0" $225,100

-14-



B.

EPORS Contributions

Year

1SS2

1983

1984

(continued)

Employee Rate
7.0%
7.0%

7.0%

JT

Appropriations
for Benefits

$225,900
$292,900

$547,400



Benefit Comparisons

mihis section of the report will be structured 1in two parts. The first
part will compare benefits in the Alaska PERS, TRS, EPORS and JRS;
Appendix I provides a comparison in chart form. The second part will
compare benefits in the TRS, PERS, and JRS with those provided in other

states; Appendix Il gives further information on benefits in other states.

This ref t will concentrate on a few major 1items which can be easily
compaied among the Alaskan systems and with the other states. These items

are:

(1) vesting requirements,

(2) minimum eligibility requirements for normal retirement,
(3) retirement benefit formula,

(1) employee contribution rate,

(5) post retirement pension adjustments, and

(6 ) health insurance.

Comparison between Alaska®"s Systems:

Vesting

Vesting 1is the term used to describe an employee®s right to receive a
retirement benefit regardless of whether the employee remains in the
service of the employer. Members of the PERS, EPCRS and JRS vest with
five years of service. The TRS requires eight years to vest.

-15-



Minimum Eligibility Tor Normal Retirement

Most public retirement systems require a combination of age and service

.credit to qualify for normal (unreduced) vretirement benefits.

requirements in the Alaska systems are:

PERS Age 55 and vested or any age with

30 years of service.

PERS-P/F Ago 55 andvested or any age with

20 years of P/F service.

TRS Age 55 andvested or any age with

20 years of membership service.

EPORS Age 60 and vested.

JRS Age 60 and vested.

Retirement Benefit Formula

Most retirement systems wuse a straightforward formula which

benefit multiplier, vyears of service, and salary. The exact

of salary 1is important and varies from system to system.

PERS (2% X (years of service) X (salary)

Basic

uses a

meaning



PERS-P/F (2%) X (years of service) X (salary) for
years 1-10 plus (2£«) X (years of service)

X (salary) for all years greater than 10

TRS (2%) X (years of service) X (salary)
EPORS (5%) X (years of EPORS service) X (salary)
pi us

(2%) X (years of other service) X (salary)

JRS (5%) X (years of service) X (salary)

Employee Contribution Rate

Employee contribution rates for the Alaska systems are as follows:

PERS 4.25

PERS-P/F 5%

TRS ™0

EPORS 7%

JRS ™0
7/1/78

Post Retirement Pension Adjustment (PRPA)

Ad hoc.PRPA"s in the PERS and TRS are provided if the co;t of living has

18



increased and 1if the condition of the fund permits. Alaska JRS and, in
most cases, EPORS retirement benefits automatically increase as salaries

for judges and elected officials increase.

Health Insurance

Health insurance is provided to benefit recipients and their dependents in
the PERS, TRS, EPORS and JRS. The current monthly cost is S156.07 for

each benefit recipient.

Comparison with Systems 1in other States:

This section compares the PERS and TRS with systems in other states.
Twenty-four states have a single retirement system covering both teachers
and public employees. We have used data from the "1982 Comparative Survey
of Major Public Pension Plans™ which 1is Appendix 1Il. A recent survey
comparing Judicial Systems in sixteen western states 1is included as
Appendix Il1l. The majority of states (39) provide benefits to judges that
are more generous than the benefits provided to regular state employees.
Only six states provide judges the same benefits as vregular state

employees.

Vesting

In comparing the Alaska PERS with other state employee systenms,

twenty-five states allow employees to vest after ten years of service.

-19-



Nineteen states, including Alaska, allow employees to vest with five years
of service. The remaining states vest employees after 15 years (one
state), eight years (one), four vyears (three) and one state allows

employees to vest immediately.

In comparing the Alaska TRS with other separate state teacher systenms,
fourteen states allow employees to vest after ten years of service. Ten
states vest employees after five years with New Jersey vesting after

fifteen years and Alaska vesting after eight years.

Minimum Elinihility For Normal Retirement

The Alaska PERS standard for normal retirement is among the most liberal
in the country. Half the states set normal retirement at age 65 with
minimum service vrequirements vranging from four yeais to ten vyears.
Another five states allow employees to retire without reduction at age 62;
17 states at age 60; and one state at age 53. Only Alaska and Hawaili
allow normal retirement at age 55 with minimum service of five years.
Other states which allow normal retirement; at: age 55 require service of 25
or 30 years. Of the 50 public employee retirement plans, 16 have a

"30-and-out"™ pTovision, and four have a "35-and-out"™ provision.

The Alaska TRS is the most [liberal of all the teachers®™ systems with
retirement at age 55 or witn only 20 years of service. Thirteen of the
other teacher systems have a minimum eligibility requirement of age 60
with six of those requiring five years service, fou*™ requiring ten years,
one requiring 20 years, and two having no service requirements. Eight
systems have age 65 with from five to ten years service. Four systems

20.



have ace 62 with two of those requiring ten years, one requiring 20 years,

and one having no service requirement.

Retirement Benefit Formula

Comparing benefit formulas nationwide 1is not straightforward. Many state
retirement plans are integrated with Social Security. Currently, 43
states participate in Social Security. Twenty-three of these have a
benefit multiplier of less than 25, one has a 2.0125 multiplier, and the
remainder have variable multipliers. Of the seven states which do not
participate 1in Social Security, three have a multiplier of 2.555; three,
including Alaska, wuse a multiplier of 255; and one uses a variable
multiplier with a maximum of 2.5%. 0f the four states with a fixed
multiplier higher than Alaska®s, three do not provide Social Security or
other supplemental benefits. Most employees of the State of Alaska are
eligible to receive additional retirement income through the Supplemental

Benefits System.

The benefit multipliers 1in other state teachers®™ systems range from 1% to
2.5%. Twelve states have benefit multipliers loss than 255, twelve
(including Alaska ” have multipliers equal to 2%, and two have multipliers

greater than 255. Pleose refer to Appendix [I for more information.

Brnoloyee Contribution Rate

Employee contribution rates in Public Employees® systems vary from .2555 to

3.95%. Six states do not require any employee contributions and one has a
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variable rate based on age. Of the states which require employee

contributions, 30 have rates greater than 4.2555, and 12 have rates less

than 4.2555.

Contribution rates in systems for teachers only range from 35 to 9 .55 with
one state having a variable rate. Five of the states having a defined

rate have rates greater than 755, and 19 have rates less than T75%.

Appendix Il contains information about employee vrates and also has

information about the ratc-s which employers pay.

Post Retirement Pension Adjustments

With the runaway inflation of the ®70"s, a major concern of most public
retirement systems was to protect the purchasing power of benefits. Most
public plans have adopted some method of increasing benefits. Twenty-two
states increase benefits annually 1in response to changes in the Consumer
Price Index (CPl). Seven states increase benefits annually from 1% to 66
independent of charges in the CPI. The remaining 21 states, Alaska

included, provide ad hoc ¥ Teases which depend on available fundino.

Most teachers®™ systems have also adopted some method of increasing
benefits. Ten of the systems increase benefits annually based on changes
in the CPIl; most of those place a maximum on the increase of 26 through 5%
with one state, Mew Jersey, having a 6655 of CPI formula. Three systems
have automatic increases vranging from 1% to 36 with one state adjusting
benefits annually in proportion to investment returns. The remaining

twelve states, Alaska included, have ad hoc PP.PA provisions.



Health Insurance

According to a survey published by Martin E. Segal Co., Alaska ranks at
the top of the thirteen states which pay the full cost of at least one
option of insurance coverage for retirees. In sixteen states the retiree

pays the full cost while the state pays nothing.



Conclusions and Recommendations

Overall, benefits for employees in the retirement systems of the State of
Alaska are more generous than those provided 1in the majority of other
states. In general, the Alaska systems seem to be achieving the goal of
attracting and retaining qualified employees but equity and efficiency
could be improved. The results of our survey of PERS end TRS employers
(see Appendix 1V) support the conclusion that current benefits in those
systems are adequate to achieve their or.poses. We  feel that

consideration should be given to legislation > the following areas:

1. Post Retirement Pension Adjustments (PRPA"s). Continuing to grant
"ad hoc"” PRPA"s in the PERS and TRS will result in continuing
increases in employer contribution rates, growth in unfunded
liabilities, and reduced actuarial soundness of the funds. Also, we
feel that retirees have a right to know 1in advance what protection
they may expect from inflation. PRPA"s should be automatic and
actuarially funded. In order to contain costs, they should be
provided to older retirees rather than those who are able to continue
working or who are actually pursuing second careers. Enacting an
automatic PRPA to replace 75" of the loss from inflation for retirees
65 and older would require approximately 4.9" of payroll in the FERS

and 8" in the IRS.

The JRS contains a provision (AS 22.25.020) which ties benefits to
the salary of office and amounts to full cost of living protection.
Considerable cost savings would vresult from applying the same
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automatic PRPA mechanism to the JRS that might be enacted for the

PERS and TRS.

Cost Containment. We feel retirement cost savings could be achieved
in the following areas to at least partially offset the cost of an
automatic PRPA" with the least 1impact o the systems® ability to
attract and retain qualified employees. About half of the PERS
employers responding to our survey felt somecutbacks could be
accomplished without wunduly impairing effectiveness, but most TRS
employers felt that benefit/cost reductions would wunduly impair

effectiveness.

0 Requirements for normal retirement. Requirements for normal
retirement in the Alaska PERS and TRS are Ilower than those in
virtually all systems in other states. Providing lifetime
retirement Dbenefits to relatively young retirees is very
expensive, particularly when medical coverage 1is included.
Early retirement options provide an incentive for members to
seek employment outside the system rather than remaining in the
system. Life expectancy is increasing and the Social Security
syst-m 1is increasing the normal retirement age from65 to 67.

In light of all this, it is difficult to understand what public
purpose is served by paying a retiree benefits for thirty or
forty years 1in consecration of as little as twenty years of

service.

Increasing normal retirement age from 55 to 60 (early retirement
at age 55) would cut costs by approximately 3.54" of pay in the

PERS and 5.25:5 in the TRS. Eliminating the 20-and-out and other
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provisions which allow normal retirement at any age ir. the TRS
with less than 20 years of service would reduce costs by about

1.652.

Peace officers and firemen in the PERS also have the option to
retire at any age with 20 years of service, EfAile it is common
to have special retirement provisions for police and fire
members, a 20-and-out provision still counters the retention
objective and consideration should be given to a temporary,

retraining benefit in lieu of a lifetime benefit.

Employee Contributions. Increasing the share of system costs
borne by employees 1is an obvious way to help contain employer
costs in a retirement system. Until 1971, the employee rate in
the TRS equaled the sum of the employer and state matching
rates; now *t is less than half that amount. The employee
contribution rate in the PERS was half the employer rate in 1968
when the FICA contribution was separated; now it is less than a
third as much.

If an employer "pick up"” arrangement were instituted, employee
contributions could be increased quite a bit without any
significant decrease 1in current take-home pay for the average
employee.  Appendix V shows the projected impact on take-home

pay at various contribution rates under a "pick up" scheme.
Taxes on picked up employee contributions would usually be
deferred until retirement when the ret.iree 1is typically in a

lower tax bracket.
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0 Cost of L"ving Allowance (COLA). The 10% COLA paid to retirees
who reside in Alaska should at least be limited to retirees over
the age of 65. This would save about 0.5% in the TRS and 0.8%
in the PERS. Depending on the solution that emerges for the
Longevity Bonus Program, the COLA might be eliminat-.e. altogether

and reduce costs by 0.9% in the TRS and 1.2% in the PERS.

0 Military Service Credit. Employees can now claim military
service 1in the PERS and the TRS regardless of when the service
was rendered, and even if a federal pension 1is being paid for
the same service. Eliminating tbe_"double dippini on military
service would improve equity and save an estimated 0.5% of pay

in the PERS and 0.1% in the TRS.

0 Medical Benefits. The premium paid in Alaska to orovide
lifetime major medical coverage for retirees in the PERS, TRS,
JRS and EPORS is among the highest in the nation. These costs
could be reduced by 1.8% of pay in the PERS and 2.0% in the TRS
if these benefits were notprovided until age 65; a retiree
could be allowed to purchase insurance at the group rate prior
to age 60, or at one-half the group rate between the ages of 60

and 65, or with 20 years of service.

Unified system. [ldeally, members of the PERS, TRS and .JRS should be
covered iw a single retirement system that incorporated an automatic,
funded PRPA and cost-containment features such as those mentioned 1in
this report. At this, jJuncture, theredo not appear to be any

compelling reasons why the same basic features - PRPA, vesting,



contributions and quaiificaticns for retirement - should not apply to
all public employees. In the 1long run, a unified system would be
more efficient and avoid questions of service portability and
"leap-frogging”. The political consensus necessary to create such a

system would be difficult to achieve.

It is hoped that the background and recommendations in this report will
prove useful to those concerned with [legislation affecting state
retirement systems in Alaska. The most desirable legislative proposal
would feature an automatic, actuarially funded PRPA with an acceptable
cort achieved by using some of the cost containment suggestions discussed
in this report. It should be emphasized that the cost containment
figures given are uo indication of potential sav.ngs, but accurate fiscal
information can"t be produced until a specific proposal is formulated.
For example, the cost savings for increasing the normal retirement age and
increasing the age at which medical benefits begin are not additive
because the benefits are interdependent. The Division of Retirement and
Benefits will continue to providi. whatever assistance it can in resolving
the difficult 1issues that confront the Ilegislature and the State of

Alaska.
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A.

MAJOR PUBLIC PENSION PLANS - COVERAGE - SOCIAL SECURITY
Pension. Plan Descriptions

Surveym Nearly every two years the RRC staff updates a
comparison of pension plan provisions for the Wisconsin
state-administered retirement funds with many major public
pension plans. The 1982 survey includes 8J public plans from
all of the other 49 states. In addition, comparative informa—
tion has been tabulated for the Milwaukee pension plans

(City and County) which operate under homerule powers,

and also the Federal Civil Service Retirement System and

the OASDI program.

Data. The RRC office maintains files on most major public
retirement systems across the country, and we actively seek
annual reports, employee handbooks, statutes, actuarial
information, etc. Prior to this study the various state

plans were asked for their most current information, and

about 8070 repended. For those that did not respond, information
was obtained from national surveys such as those published by
the National Association of State Retirement Administrators
(NASRA), the National Education Association (NEA), the Wyatt
Company survey, etc. For nearly all funds listed, the info matio
is current to the 1981-82 period.

Employee Coverage. The type of employees covered under the
pension plans surveyed is designated on charts found on pages

3 and 4 of this report as "S" - state, "L"™ - local, and "T"
teachers. In some state plans there 1is some overlapping
between these employee categories. 0f the 80 states surveyed,

the following summary of employee e€overage is noted:

- State employees only 12 funds 15.0% of total
- Teachers only 26 funds 32.5% of total
- Local employees only 5 funds 6.3% of total
- State & local 15 funds 18.7% of total
- State & teacher 3 funds 3.8% of total
- State, local & teacher 19 funds 23.7% of total

With the recent passage of Chapter 96, Laws of 1981, the
Wisconsin state-administered retirement funds have been merged
into a single system called the Wisconsin Retirement System
(WRS) which includes state, local, and teacher employees.

Active Employees. The 80 pension plans surveyed include

8.2 million public employees across the nation. The funds
range m sice from 4,050 in the Nebraska SERS to 609,434 in
the New York ERS. Wisconsin®s WRS after merger numbers about
193,000 active employees. The 80 public pension plans can be
categorized by size as follows:
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Active Employees # of Funds % of Total
Less than 50,000 34 42 .5%
50.000 to 100,000 19 23.75%
100.000 to 150,000 12 15.0%
150.000 to 200,000 2 2.5%
Over 200,000 13 16.25%

Total 80 funds 100.0%

For comparison purposes, the Milwaukee City and County Funds have
14,381 and 11,214 active employees respectively. Also, the
Federal Civil Service has about 2.7 million active employees

and the OASDI has about 91.4 million contributing participants.

Social Security. O0A3DI coverage for public employee pension plans
is voluntary instead of compulsory as found in the private sector.
Of the 80 major pension plans surveyed, social security

coverage 1is as follows:

- Funds with coverage 65 funds 81.25% of total
- Funds without coverage 15 funds 18.75% of total

Of the 15 funds without social security, 8 apply to pension
plans with teachers only, and 7 have varied employee coverage.
The Wisconsin WRS has Social Security coverage for nearly all
of the covered participants, with minor exceptions for fire,
separate teachers, etc.

Integration. Integration refers to the recognition of social
security benefits in the design of private or public pension plans
Integration is very common in the private sector, but much less
common 1in the public sector. Of the 65 public pension plans

with social security coverage, the integration or lack thereof

is as follows:

Mo integration 51 funds 78.4% of total
Step-up formulas 5 funds 7.7% of total
Offset Integration 7 funds 10.8%, of total
Coordinated maximum 2 funds 3.17, of total
65 runas 100.0%
"Step-up formula”™ integration means that a different multiplier 1is
applied to various levels of salary. "Offset integration”"means
that the final benefit is offset In seme manner by all or part of
the recognized social security benefit. "Coordinated maximum"

integration refers to plans which provide that benefits from the
retirement system and social security cannot exceed some specified
level. As noted, most public pension plans have no integration,
and social security benefits are supplemental (in addition) to

the benefits provided by the pension plan. The Wisconsin WRS

has a "coordinated maximum™ of 85% of final average salary
relative to the pension benefit and the primary social security
benefit.
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S.S. Integration

Offset Benefit
None
None
None
None
Offset Benefit
Offset Benefit
None
None
None
None

None
None
None
None
None
None

- Age 63

Stop -Ur Formula (.54,01/0)

Offset Benefit

Step-Up Formula

None
None
None
Maximum Limit
None
None
Offset F.A.S.
None
None
No ne
None
None
Maximum Limit
Maximum Limit
None

100=i

F.A.S.)

($1,200)

(S57 F.
F.

(S5*

A.S.)
A.S.)



* RRC-SR-60 ) Page 5

A.

NORMAL AND EARLY RETIREMENT REQUIREMENTS
Retirement: P. e.luirements

Normal Requirements. Host public retirement systems require

age ana/or service minimums to qualify for retirement benefits
without actuarial discount. Actually, most state plans have
adopted multiple combinations of age and years of service

such as 65 and 5 years; 62 and 10 years; 55 and 30 years.

The requirements for the 80 pension plans surveyed is summarised
on pages 7 and 8 of this report, along with the requirements

for Wisconsin®s WRS, the two Milwaukee funds, the Federal

Civil Service and the OASDI program.

Age 62 Normal. Most of the discussion in Wisconsin concerning
normal retirement has been relative to establishing an age

62 normal which is the earliest age at which participants may
also retire under social security. Previous RRC surveys

have noted the number of plans which permit normal retirement
at age 62 with 10, 20, 30, and 35 years of service. This
table updated to include the survey as of 1982 is as follows:

S.R. #26 S.R. #34 S.R. #53 S.R. #60
Age & Service (19/4) (1976) (1980) (1982)

Systems permitting N.R.
at 62 sc 10 years - - 517. 527.

Systems permitting N.R.
at 62 sc 20 years 587. 657. 677. 657.

Systems permitting N.R.
at 62 sc 30 years 74% S°% 327. 827.

Systems permitting N.R.
at 62 sc 35 years 737. 857. 867. 367.

The above table clearly indicates that the majority of major
public pension plans surveyed permit normal retirement at age 62
with 10 years of service, and that the percentage at 30 and 35
years of service includes more than four-fifths of the pension
plans surveyed. Wisconsin®s WRS has.a normal retirement age

of 65 without any specific service requirement.

X Years and Out . There 1is also a trend towards "X years and
outll'provisions in wh-ch participants may retire at any age
after X number of years of service. Of the 80 pension plans
surveyed, 36 plans (457. of the total) permit retirement at
any age after X number of years of service as follows:

35 yearsand any age -- 10 plans
30 yearsand any age -- 24 plans
23 yearsand any age -- lplan

20 yearsand any age -- lplan



Early Retirement. The chart$ on pages 7 and 3 indicate that
nearly all or t..a major pension plans surveyed permit retiremen
before the normal retirement age with actuarial discount. The
majority of plans have established age 55 as the earliest
retirement age possible, but some have used age 50 or 60. Some
of the funds have adopted multiple age arid service requirements
for early retirement. The Wisconsin WRS permits early retire—
ment. at age 55 with actuarial discount, but the WRS does not
require a minimum service period as is required by most other
public funds. Hence, the WRS meets or exceeds the early
retirement provisions of most other public pension plans.

Actuarial Discounts. The actuarial discounts applied for early
retirement are to compensate for the longer pay-out period
than the plans are normally funded for. The charts on pages
7 and 8 indicate that the actuarial discounts applied by the
various pension plans vary greatly. A number of funds use

a reduction table which often reflects the "actuarial
equivalent” adjustment required so that there is no loss

to the pension plan for early retirement. A number of funds
have established by rule or statute a specific percentage

for the discount, and for many, this 1is 6% or higher. On the
other hand, the charts indicate that about 20% of the plans
provide yearly discounts of 3% or less, which represents a
policy of subsidising early retiremen® . Wisconsin®s WRS

has adopted™ by rule, a 6% discount for years between 60

and 65, and a 4.87. discount for years between 55 and 60.

WHS Requirements. The WRS clearly is more conservative
than* the majority of public pension plans surveyed in
establishing a normal retirement age of 65, and 1in requiring
a yearly discount which is at or close to the actuarial
equivalent 1if retirement occurs before age 65. However,

the WRS 1is more lenient than most plans in requiring

no minimum service for early or normal retirement. The

WRS also has two temporary plans in effect concerning

early retirement. There 1is an election (subject to
bargaining) for employers of teachers to provide benefits

as if age 62 were die normal retirement age, but this

plan terminates on June 30, 1984. In addition, there

iIs an "age 62 plan"” for state employees only, which
terminates on June 30, 1983. For comparison purposes,

the Milwaukee City and County plans have a normal retirement
age of 60.
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62 E 10y; X E 50y
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65 ESv; 60 S 30y

60 58Sy; X S55y

62 E5v. 60 EIQv; 55 5 35v
60 E 3y; 55 E 35v

65 S 10y
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65 E 4y; X E 30y
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E.R. Reauire. Actuarial Discount
None
None
SO 5 vested b
SO 5 vested 64
SO E 5v 3%/SH
55 6 10v Table
X S 2Sy Vi
50 E 5y Table
55 E 5y; 50 S 50y 6D
55 5 20y; 60 S b5y 6T
55 E 10y Taole
60 6 10y; X S 25y 64
S5 S ISy 4 .51
X S 10y i\
60 E 5v 5%
60 S 10y
X E 2Sy
55 § 5y Table
555 50y 6
55 S 20v
55 E Sy 6 I
50 fi 1Sy 1.1VS*
50 6 ISy 1.2
55 4% /6%
60 5 10v 7.2%
55 E Sy 55
55 S b5y 54
None None
X E 25y Table
55 15v 6*
55 E Xy; XS 20y Table
55 E Xy; XS 20y Table
53 S ISy 69
55 S 15y &%
55 5 i5v 6%
58 E 20y;62 E ICYy Table
53 E 20y; 62 S 10/ Table
S5 E 10y 63/5"j
60 S 10y 36
55 5 15y Tabl e
X E 25y Table ”

Tabl e
50 S Sy 6%/ 39
60 Table
60 5 5v Table
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A.

VESTING AKD CONTRIBUTION REQUIREMENTS
Provision Description

Vesting. The tern "vesting”™ 1is usually defined as an
employee®s right to receive a pension benefit after
meeting the age requirements of the plan regardless of
whether the employee remains in the service of the employe:
The vesting requirements for the plans surveyed are
reflected in the charts on pages 11 and 12, and can be
summarized as follows:

5 years g%'less required 32 plans 40.0% of total

6-10 years required 46 plans 57.5% of total

Over 10 years required 2plans 2.5% of total
<TOTAL 80 plans 100.0%

Wisconsin®s WRS is unique among all the plans surveyed
in that the WRS vests immediately. This literally means
that if an employee terminates with even one year of
service, the employee has a vested right to a pension
benefit payable at normal or early retirement.

Soc. Sec. Contributions. Except for the self-employed and
a few other groups, the OASDHI program is financed by equal
contributions from the employees and employers involved.
The contribution rate in 1982 is 6.7% on a wage base of
$32,400, payable by both the employee and employer. Both
the rate of contribution and the salary base to which the
rate is applied have been increasing over time, which is
partially reflected in the following 5-year table:

Year EE/HR Rate Wage 3ase
1978 6.05% $17,700
1979 6.13% 22,900
1980 6.13% 25,900
1981 6.65% 29,700
1982 6.70% 32,400

The contribution rate is projected to increase to 7.65%, by
1990, applied to an earnings base that will be increased as
average earnings 1in the country increase. Although often
discussed, the employer rarely "picks up"™ the required
employee contributions to social security. RRC scarf is
aware of only one state where this has been attempted in
the public sector--Texas. The reason that there is little
employer "pick-up™ 1is that ar.y such "pick-up”™ of employee
contributions are deemed additions to gross wages resulting
in little or no advantage co the employees and employers
involved.
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Employee Contributions, Although most pension plans in the
private sector are non-contributory, most public pension
plans require employee contributions.

information found on pages 11 and 12 may be summarised

Employee rate over 5% 33 plans 47 5%
Employee rate of 0-57, 33 plans 41.3%
Employee rate variable (age) 2 plans 2.5%
Non-ccntr ibutoryv 7 Dlans 8
TOTALS 30 plans 100.0%

Of the 80 plans surveyed which require contributions, two

plans (l1llinois and Oregon) permit the employer to “pick-up"
the required employee contributions. Wisconsin®s WRS also
permits the employer to "pick-up™ employee contributions at

the local Ilevel, and establishes by statute a 4% "pick-up"

for state employees under the WRS. A recent DETF survey indicated
that about 94% of all employee contributions to 1l:a WRS are,

in fact, paid by the employer under the "pick-up" provisions.
It should also be noted that 13 of the plans requiring contri—
butions of 5% or more are plans that do not have social
security coverage and the accompanying required contributions.

Employer Contributions. The data reflected in the charts

on pages li ana 12 relative to employer contributions 1is somewhat
incomplete and confusing. Often, employer contributions in

the annual reports for the various plans are stated in dollars
instead of as a percentage of payroll. Also, the employer cost
usually varies each year depending upon the results of periodic
actuarial valuations of the plan®s benefit program. Also, the
total employer costs may include several categories of charges
such as the payment of administrative costs, the normal cost

of the retirement plan, amortisation charges, and payments

for ad hoc benefit increases for those already retired. The
employer costs for Wisconsin®s WRS are determined each year

by Board action based upon current actuarial analysis, plus

an amortisation charge expressed as a level percent of payroll,
The administrative costs of the WRS ; e charged against invest—
ment income from the DETF trust fund,.
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CONTRIBUTION 5 VESTING REQUIREMENTS
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1v. POST-RETIREMENT ADJUSTMENTS AND TAaZS
A. Post-Retirement Provisions

Social Security. Beginning in 1975, benefits under social
security have been automatically adjusted according to

changes in the CPI. If the CPlI for a particular base

quarter 1increases by at least 3% frcm what it was in

the previous base quarter, the benefits then paid are in eased
by the percent rise effective the next following June. e
automatic adjustments that have come into effect in the

most recent five-year period ar as follows:

Year Percen
197S 6.5%
1979 9.9%
19S0 14.3%
1931 11.27.
1982 7.47,

Hence, to the degree that the social security program is part
of the total retirement planning for a particular systenm,

at least that part keeps pace with inflation. In addition,
social security benefits are not subject to either state

or Federal taxes, which increases the value on a net vs. (gross
analysis.

Post-Retirement Increases. With the runaway inflation of
the 197CT decade, the "number one™ problem of most public
pension plans was to protect the purchasing power of the
benefits paid. Most public retirement systems have now
adopted various "automatic"™ plans for increasing benefits
which may be directly or indirectly linked to inflation.
The types of post-retirement increase plans are noted on
pages 15 and 16, and can be summarised as follows:

-Increases based on CPl changes
(usually with cap) 34 plans 42 .57,

- Annual automatic 1increases 10 plans 12.57,

Increases based on

investment returns 3 plans 3.75%
- Board or employer discretion 2 plans 2.57,
- Ad Hoc Increases 31 p leans 38.75%

The table above notes that 58.75% of the plans surveyed
in benefi.ts which
etir emer.t planning.
On the other hand, 38.757 -f the plans provide only Ad Hoc
increases which allows an employer advantage of determining
when increases will be paid based upon the funding available,
Isconsin®s WRS uses the so-called "dividend" process for
providing benefit increases after retirement. This process



RRC-SR-60 Page 14

relies upon the generation of surplus earnings on those

assets dedicated to pay annuities in force. The WRS presumably
will be able to pay increases in the 57,-6% range annually

for the next several years--a rate which exceeds the CPIl or
annual automatic provisions of most ether public pension plans.
Hence, the WRS is now providing equal or greater protection
during the post-retirement years than the majority of plans
surveyed.

State Taxes. In establishing the goals for a retirement plan,
the aesrred level of retirement benefits partially depends

on the tax status at the state and Federal level of the

benefits paid. As to Federa?. axes, the amount of benefits
provided by the employer and investment earnings which have

net been previously taxed will be included as income for Federal
tax purposes. Employee contributions to the retirement plan
have already been subject to Federal tax and are not taxed again
Concerning state income tax laws, the majority of states either
exempt benefits (totally or partially) that are payable from

the public retirement systems of that state, or have no personal
income tax law. The tax provisions for each plan noted on

pages 15 and 16 may be summarised as follows:

No income tax law 15 plans 13.737, of total

Benefits totally exempt 35 plans 43.7 5/, of total

Benefits partially exempt 14 plans 17.5% of total

Benefits taxable 16 plans 20.02% of total
TOTAL 30 plans 100.07,

Hence, this survey indicates that the majority of states do not
tax part or all of the pension benefits payable from the

public retirement systeu, and presumably may provide lower
benefits and still maintain the replacement goal for that system

Wisconsin Tax Laws. Section 71.03 (2)(d) of Wisconsin statutes
provides an exemption for participants of some of the public
retirement systems of the state, but no tax exemption for
participants of others. This section of law states that
participants of Milwaukee pension funds and the State Teachers
Retirement System (STRS) who were participants on Dec. 31, 1963,
(active or retired) shall have their benefits excluded rrom
state income tax considerations. All other participants
including those who are participants of the old WRF and those
hired after December 31, 1963, receive no tax exemption on
their pension benefits. Those that are covered by this
"grandfather clause”™ receive a significant advantage not
extended to other public employees of the state, and yet there
is no difference reflected in the calculation of benefits to
recognize this advantage.
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Post-Retirement Increases
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CP1 adjustments-5% cap
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INCREASES 5 STATE TAX PROVISIONS

State Taxes

Benefits exempt
Benefits exempt
No income tax law
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Benefits exempt
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Eenefit exempt
Benefits taxable
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POST-RETIREMENT

State Fund Soc.
Nev. PERS No
N.H. NKRS Yes
N.J. PERS Yes
N.J. TRS Yes
N.M. PERA Yes
N.M. TRA Yes
N.Y. ERS Yes
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N.D. PERS Yes
N.D. TRF Yes
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Tex. MRS Yes
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Wash. PERS Yes
Wash.  TRS  VYes
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W.V. TRS Yes
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Wis . WRS Yes
Milw. City Ye
Milw. Councy Ye s
Poil. Civ . Se. No
Soc. Sec e« -
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(continued)

Post-Retirement Increases
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mRETIREMENT BENEFIT CALCULATIONS
Calculation Provisions
Final Average Salary. Host public pension plans may be

aermea. as “final average salary plans™ because they base
their calculations on the Ifighest earnings over a speciFied

period. Final average salary plans, thusly, . great
deal of protection against inflation, t least during the
working careers. The FAS periods used by he various plans

surveyed are reflected on pages 19 and 20, and may be
summarised as follows:

2 -year FAS periods 2 plans 2.507.
5-year FAS periods 36 plans 45.07.
4 -year FAS periods 5 plans 6.257,
5-year FAS periods 35 plans 43.757.
Money purchase plans 2 plans 2.507.
SO plans 100.07.

This summary indicat.es that the majority of plans use a three
or five-year period for determining the highest average salary
for benefit calculation purposes. Most plans also require
thadt the high years be consecutive, and may also require

that the years be within the last five or ten-year period,
Wisccr.sin"s WRS uses a three-high year average with no
requirement that they be consecutive or within the last

X number of years. Hence, the WRS meets or exceeds the
majority of other public retirement ysterns relative to the
£inal average alary period.

Limitations. The charts on pages 19 and 20 also reflect
that "many plans establish some limit on benefits that may

be payable. The limits may be based upon integration with
soctal security, a maximum number of creditable years that
may be recognised, a maximum salary level for benefit
calculation purposes, or a maximum e"._pressed as a percentage
of final average salary--with or without inclusion of social
security benefits. Wisconsin®s WRS has no maximum as to years
of service or recognised salary, but it does have a maximum
of 35% of final average salary, including the primary

social security benefit.



20
20
20

30
30
30
35

35

RRC-SR-60 e 13

VIS.
yrs.
yrs.

Vrs.
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yrs.
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Benefit Formulas. The chart on pages 19 and 20 also
reriects the benefit formulas of the surveyed funds.

The stars before the benefit formula indicate those

plans which do not have social security, and hence,
presumably provide a higher benefit to compensate for

that lack. Looking primarily at those plans with social
security coverage, the formulas indicate that the majority
of plans provide a multiplier of 1.5% per year or higher.
Wisconsin®s WRS uses a multiplier of 1.3% per each year of
service, and this results in benefits which rank in the
lowest quartila of those pension plans surveyed which have
social security. Actual calculations were carried out

in Staff Report #57 (19S0) reflecting three salary levels
(low, medium, high), three lengths of service (25,30,35
years), and two ages at retirement (62 and 65). The follo

is the "comparative ranking”™ table which was found on page 7
of the 19S0 report, reflecting the percent of surveyed funds
providing higher benefits than the WRS.
COMPARATIVE RANKING — 1977-1976-1950
Funds Higher Funds Higher Funds Hieher
Vtn abl 3S in 1974 in 1976 in
S low FAS 733 765 735
1 ir.rdiun FAS 755 7S5 795
& high FAS 805 795 795
& low FAS 725 745 815
S medium FAS 775 765 815
S nigh FAS 805 765 SI5
& low FAS 705 735 765
& medium FAS 755 755 765
h high FAS 735 815 765

wing

1980

In fact, several pension plans have improved their benefit

formulas since the 1980 survey including Georgia, lowa,
North Carolina, Oregon, and South Dakota. Ker.ce, the

WRS ranking would even be lower in 19S2. It would appear
that only benefit plans in Kansas, Maryland. Missouri,
Nebraska, and North Dakota may provide lower benefits
than the WRS.

«
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20.
27.
23.
29.
30.
51,

53.
34.
35.
36.
37.
33.
39.
40.
41.
42 .
43.
44 .
43.

RRC

State

Alab.
Alab.
Alas.
Alas.
Aric.

Ren.
Ken.
Lous.
Maine
Marv.
Mass.
Mass.
Mich.
Mich.
Mich.
Minn.
Minn.
Minn.
Miss.
Mou.
Mou.
Mont.
Mont.
Nebr
Nebr.

-SR-60

3. CHART - FINAL AVERAGE PERIODS - FORMULAS - LIMITATIONS
FAS
Fund Period Eenerit Formula Limitation
ERS 3H-10 2.0125% x yrs. x FAS None
TRS 5H-10 2.0125% x yrs. x FAS None
FFRS SH-C  *2% X nts. x FAS None
TRS 3H *2% x yrs. x FAS None
SRS SH-10 2% X nts. X FAS None
1.625% x vts. X FAS partial S.S. 100-i FAS including S.S.
1.59% x > s . x FAS None
\Ti-41S% - age 65 Xx yrs. Xx FAS FAS-$153.55 9 month
*2% X nts. x FAS None
*2.5% x 20 nts. + 1% X remaining vrs. 767 FAS
X yrs. x FAS None
x FAS 75% of FAS
1.6% x yrs. x FAS 75% FAS including S.S.
1.6S% (age 65) X nts. x FAS None
Benefit tables None
1.92% x yrs, x FAS 40 years credit
2% x yrs . x FAS None
1.67% x NTS. Xx FAS None
1st 10 yr. to 1.5% yrs. over 30 75% F.AS
x 1st 10 nt.to 2, X vts. over 30 75% FAS
Calculation tables 75% FAS
1*1% x yrs. x FAS + ec annuity No ne
1.1% x yrs. x FAS ¢ ce annuity None
1.67% x yrs. x FAS 30 yrs. + $70,000 sal. ma:
1.25% x yrs. x FAS None
ERS SH 1.6% x yrs. x FAS None
TRS 5H *2% x yrs. x FAS None
SERs  3H *2.5% x yrs. x FAS 100% FAS
SRS 3H *2% x yrs. x FAS None
SRS 3H (.3% x SS + 1.5% over SSI x vrs. None
Elis' 5l r2.5% (age 65) x yrs. x FAS 35% FAS
TRS 31 "2.5% (age 65) x yrs. x FAS S5% FAS
ERS SH 1.5% x yrs. XxFAS None
MERS SH Cafeteria Systenm None
PSERS 511 1.5% x /rs. Xx FAS None
MSRS 51 1%-tirst 10 yrs; 1.5%-added yrv 40 years
PERS jn1 1%-first 10 yrs; 1.5%-added /rs 40 years
TRA s 1%-first 10 yrs; 1.5%-added yrs 40 years
PERS 511 1.65% x 1st 20 yrs. to 2% x yrs. over 30 None
SER 5H 1*e X vrs. x FAS None
PSRS 5H ~2"Tx yrs. x FAS S0% FAS
PERS 3H 1.67% x yrs. x FAS None
TRS 5H 1.67% x yrs. x FAS None
SERS - Money purchase None
jRS 5 1.25% x vrs. x FAS None

(C=Consecutive;

(* - No social

10-last 10 years)

security)
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No

46.
47.
4S.
49.
50.
51 .
52.
53.
54.
55.
50 .
57.
58.
59.
60.
o1 .
62.
63.
64.
65.
60 .
67.
6.3.
69.
70.
71 .
72.
73.
74 .
75.
/0 .

77.

79.

SO.

S1I.

S3.
84.
85.

RRC

State

Nev.

Z=Z=2=2z===2=2=2z=2z=2=2
OO0 << < =T =ZT GuxT

Wash
W.Vv.
W.v.
Wvom

tVIS.

Milw. .
Mi 1w .

Fed.
Soc.

-SR-60

Fund

PERS
KHRS
PERS
TRS
PEF.A
TRA
ERS
ERS
TSERS
LGERS
PERS
TRF
PERS
STRS
PERS
TRS
PERS
SERS
PSERS
ERS
SRS
SRS
CRS
ERS
TRS
MRS
SRS
SRS
TRS
SRS
PERS
TRS
PERS
TRS
WRS
WRS
City
County

Civ. Se.

Sec.

FINAL AVERAGE PERIODS -

FAS
“eriod

2H

3H

arl

3H
3H-C10
5H-C
3H-C
3H-C
4H-C
4H-C
oli-CI0
5H-10
5H

3H
5H-10
SH
3H-10
SH

5H
3H-C
3H-C
3H-10
5H-C
3H-5
3H
SH-10
5H-C
SH-C
3H.-C
SH

5H
5H-10
SH-1S
SH-C
:h

3H

3H

5H
Career

* 2.5% X yrs.

*2% X
*2% X

(continued)

Benefit Formula

x FAS

x FAS-S.S
X FAS
x FAS
FAS

FAS
FAS-S.S.
FAS-S.S.
x FAS
X FAS
X FAS
FAS
FAS
FAS
FAS
FAS

X FAS
F.AS

1.67% x yrs.
1.67% x >rs.
1.67% x yrs.
2% x yrs. X
2% X yrs. x
2% X vrs. X
2% ( yrs.
1.57% x yrs.
1 57% x yrs.
J.04% x yrs.
1% x yrs.
yrs.
yrs.
2% X yrs.
2-i x >T5.
1.67% x yrs.
2% X yrs. Xx
2% x yrs. x FAS
1.7% 1st 10 yrs.
1.25j x 54,800 + 1.65%
2% x yrs. x FAS
Table-integrated
1.5%-first 10 yrs.;
2% x yrs. x FAS
Money purchase cafeter
2% x vrs. Xx FAS

1.67% x yrs. Xx FAS
1.67%-x yrs. x FAS
1.65%
2% x
2% X
2% x
2% X
2% X

< X X X X

FAS
FAS
FAS
FAS
FAS

years
years
years
years
years X

X X X X

FORMULAS -

to 2.4%

less S.S.

. offset

offset
offset

over 20 yrs.
X excess wage
offset

2%-added years

ia

X yrs. x (FAS)-Si,200

LIMITATIONS
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Limitat icn

75%
None
Ncne
None
50%
None
30 years credit

75% FAS

None

None

None

None

90% FAS

90% FAS

S1S5,900 salary maximum
None
None
None
None
S0%
None
None
75%
SG%
None
None
100% FAS
50 years
30 years
None
None
None
None
None
None

FAS

FAS

FAS

FAS
FAS

including S.S.

1.3%
2% X
2% X
* 1.5%

X years
years X
years X

1st 5 yrs.

x FAS
FAS

FAS

to 2%

vrs. over 10

85%
SS%
80%
80%

FAS
FAS
FAS
FAS

including S.S.
including S.S.



PLAN PROVISIONS

L

10.

11.

12

13.

Judgfs Covered

Social Security Coverage

Service Retirement Benefit
Formula

Final Average Salary Basis
(FAS)

Covered Salary

Normal Retirement

Early Service Retirement
Mandatory Retirement Ago
Disability Requirement

Disability Benefit

Widow Benefit Retired Death
Widow Bene,..-Actlvo Death

Vesting Requirements

SURVEY OF EDGES™ RETIREMENT SYSTEMS OP 16 WESTERN STATES AS OP JANUARY t 1383

ALASKA

District
Superior
Supremo
Appollate

No

5% of Salt ysper ear.
Limited to *5% of current
monthly salary.

Current monthly salary

Supreme $11,760
District 60,600
Superjor 70,116
Appellate 2561

Age 60 and 5years
Age 55 or after 20 years

Age 70

In "oluntnry - 2 years
vr luntary - 5ycar3

5% per year of service
No reduttio for age.

50% of his benefit

50% of his vested Interest with a

minimum of 30% of salnry

Syearj
benefit paid nt 60

COATES.

ARIZONA

Supreme
Superior
Court of Appeals

Yes
*M

3-1/3"- x FAS x 1st 20 years «

2% x 1/.5 x years after 20.

Monthly pay at time leaves
offie:,

All salary covered.

Ago G and 20 years.
Age 65 and 12 years.

None

5years of sc'vice

10 or_more yenrs, 2/3 of F_ay.
F?r105—10 yedrs, Uso proportion
of 10.

2/3 of his benefit.
2/3 of 1ds benefit nt ago 65.

12 years; benefit paid nt 65.
Under 12 yenrs, refund w/o Int.

IIF_RFURTtI A F_NOI.AHD. INC.

ARKANSAS

Supreme, District, Circuit. (Bill
Introduced to [nclude Court of
Appeals - established In 1979.)

Yes

Benefit set by statute.
Lcurrent salary

No dollar limit. Current salary.

_ 1979-80 1980-81
Chief
Sup.Crt. $12,048  $44,991
Supreme
Crt. 30,545 11243
Trial Crt. 35,850 33,360

At age 05 with 14 or inoro
years.

n) With nt least 18 years, re-
gardless of age. “Benefit =
yrs/20 x } salnry.

b) 14 years ‘and a?e 62; 6% re-
dugtion In i sa arnger year
retired before ngc” Go.

Rotlro by 70 or forfeit pension.

Pcrrancnt physical or mental
Incapacity - by 2 doctors.

'mme benefit as for rcgulnr re-
tirement

1of his benefit.

1 of benefit regardless of re-
tirement eligibility.

14 years; benefit paid nt ngo
02. © Under 14 ycnr3, refund
without Interest.

CALIFORNIA

Supreme; Appellate
Superior; Municipal

No

Retired by 70 with 20 years
worked nud contributed,” 75%
of salary; otherwise G5%.
Retired” after 70, 50% of
sninry.

Current salnry
Most = Judges are  the

following:
Supreme Court $77,000
Appellate Court 72.000
Superior Court 63.000

Municipal Court 58.000

60 nnd 20; 70 with 10 of last
15 years.

None before age 60.

Retire by 70 or henefit Is 1
sninry

n) If hired before 1/80; no

enrs
b) Xudge hired nftcr 1/80; 2
years

If nt ’.ist 20 Vears service
75% of snlnry. If less limn 20
yenrs service, 65% of salary.

J of his benefit if retired b
70. No benefit on death o
vested  member  unless
optional settlement elected.

If eligible to retire, ) of
benefit or 25% of salnry, If
10-20 years, benefit to widow
Is 1.GZ5%/yr. of service.

With nt lenst 12 years, 3.75%
of sninry per “yenr (Mnx.
75%).

With 511  years,
?rn,dcd percentages.
nid nt' 63 except nt nge GO,
If nt least 20 yenrr or refund
w/0 Interest.

lesser



PLAN PROVISIONS
14.Judges' Contribution
15. Employer Contribution

10. Interest Credited Members
17.Cost oi Living Benefit

18. Major Amendments

SURVEY OF JUDGE!" RETIREMENT SYSTEMS OP 10 WESTERN STATES AS OF JANUARY 1, 1983

ALASKA
%
104.78% Cf salary

41% per nnnuin
Increases as netive salary

None

ARIZONA

%

25% or 1st $20,000 o! Judges'
salary. Also 40% over $20,000
of fees from Superior Court.

40% of all fees from Appeals
ond Supreme

None
One time Increase of 15% In
1982

None

COATES, IIF.RFURTII A ENGLAND, INC.

ARKANSAS
4% of sninry - all years

Pay ns you go.
BignniaYapgropriation.

None
None

(see Item SI)

CALIFORNIA
8% of salary

8% of salary and additional
funding if needed.

None
Increusos as active sninry

Possible 2nd Tier for new
Judges.



PLAN PROVISION

L

w
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co

1L

12

13

w

14.

t

o

Judges Covered

Social Security Coverage

Service Retirement Benefit
Formula

. Final Average Sninry
(FAS)

. Covered Salnry

Normal Retirement

. Enrly Service Retirement
Mandatory Retirement Age

. "Disability Requirement

. Disability Benefit

Widow Benefit - Retired
Dentil

Widow Benefit - Active Dentil

Vesting Requirements
Judges'Contribution

Employer Contribution

SUMMARY OF JUDGES' RETIREMENT -SYSTEMS OF 16 WESTERN STATES AS OF JANUARY 1, 1983

COLORADO
All but Magistrate

No

21% x FAS x 1st 20 yrs. + 1%
fFoAsencll year after."Max. 70%

Highest 3 years v/Ith a 15% year-
over-yenr limitation

All of it. Salnry reaches $53,000
annually.

@ nnd 20 yenrs; 65 and 5

5% nnd 20; @ nnd 5
Age 72

No ngc or scrv ee
requirement

50% x FAS * 1% x FAS x

for yenrs over 20. Less thnn 50%
if mémber coul? not Imve put In
20 years in total.

Optional Election only

25% of FAS: usually higher If
more lluin to years of service.

5 years; paid nt age 60; or refund
w/0 Interest

8% of sninry.

15% of snlinry.

coatf.s, HF.nniiiTH «<England,inc.

HAWAII
All but District Court Judges

Yes

(Annuity * 31% x FAS x yrs.)
Maximum 75% FAS

3 Highest
All of it.

Age 5 and 5vyenrs; any ago
w?th 10yearsy v

None
Age 70

Non-Duty-10 yrs; any ngc
Uuty-nny ago, no years

gotn-Dlutyf-snine nsfselrv. reIt.

uty-(1) from gainful employ-
menyt_, (2)/3 FASg* me,m_ber'g Y
annuity. %2)oocupat|0|ml—snm0
as nbove for three years, then
1/3 FAS

Optional election only

a) ord. death ?not cllg.)-contr!t>.

nnd % of sal. x years.
bord. death (i) ~50% of
serv. benefit,
¢)duly dentil -1/2 FAS &
contril).

5years; paid nt 5
7.8% of sal. until 75% bennflt
limit

Normal cost nnd unfunded cost
ns onleulnfod by actuary

IDAHO

Supreme, District, Court of
Append

Yes

21% x Current Sninry x Yrs.
(Maximum of 621%)
Current sninry

AH of it. Snlnry reaches
$47,300.

8to 15years nnd age 70

65 nnd 4years; 20 yenrs nt any
nge
Ago 70 or end of elected term

4years nnd any ngc

21% x Current Snl. x yrs;
621% maximum

30% of Judge's henefit

30% of Judge's benefit

4¥ears; paid nt 65 or 70; or
refund with interest

6% of salary; all years

% of filing fees: nnd 7% of

.. Legjslat I-
i e s

MONTANA
District nnd Supreme Court

Yes

3-1/3% x Annual Sal. x 1st 15
X?tnerrs 150 1% for cuch year

Current snnry

Chief Supreme Crt  $18,204
Supreme Court 17,023
District Court 44,841

(through 6/30/03)
65 nnd 5 years; or I yenrs
any age, if voluntary

Syears any age

Agt 70 or end pf elected
term

No age or service require-
ment

Non-Duty - Service Ret,
Benefit “nctunrinlly reduced
below ngc GJ Duty - 50% or

Salary or Serv. Retirement,
If grenter
Optional election.  Refund

Option provides reraje dated
henefit of reserve residual

Actuarial equivalent of
Judge's benefit

5years; paid lit &
6% of salary; all years

0% of salary; 20% of salaries
from  District Court Fees;
about 2% from Supreme
Court fees



SUMMARY OF JUDGES' RETIREMENT SYSTEMS OF 1G WESTERN STATES AS OF JANUARY 1, 1983

PLAN PROVISION COLORADO 11/ WAN IDAHO MONTANA
. H 0,
1G, Interest Credited Members None 4.% per annum 41% per nnnum . 71% per nnnum
17. Cost of Living Benefit Lower of 1.5%/ycur or CPI. .utomntlc 21% increases Increases ns nctlve salaries Increases ns nctlve salaries

Addn'l nd hoc benefits to retired  annually of original benefit.
improved effective 7/1/82.
1) Possible funding increase

18. Major Amendments Contem-  Estnbli'h pro-funded group plan ~ NOMe
i iro- Possible raise In em-
pla{ed Fr%nth.e dill"insurance after retire ployee's contribution rate

None
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PLAN’ PROVISION
1 Judges Covered

2. Social Security Coverage

3. Service Retirement Hcnefit
Formuin

4. Final Avcrugo Sninry Ilasis
(FAS)

5.Covered Sninry

C. Normal Retirement

7. Early Service Retirement
8. Mandatory Retirement Age
9. Disability Requirement

10. Disability ileacfit

11. Widow llencfit - Retired
Death

12. Widbw Deneflt - Active Death
13. Vesting Requirements

11, Judges' Contribution

15.  Employer Contribution

SUMMARY OF ,TUDORS' RETIREMENT SYSTEMS OF 1G WESTERN STATES AS OF JANUARY 1. 1983

NEVADA
District nnd Supreme Court

No

2/3 x Curr. Sal. if @nnd 20 yrs.;
1/3 x Curr. Sal. if @and 12 yrs.
For yenrs over 12 but less limn

20, 4.1GGG% for each additional
year.

Current Sninry (1 year)
%1,500
G,000

12 years minimum nnd ngc GO

Supreme Court
District Court

None
None

No disability provision.

If widow GO, $G00 per month

if eligible to retire, same ns
above.

12 years; paid at QO

None

lly. appropriation.

COATES. IIEItI'UHTII A EIKILANI), INC.

NEW MEXICO

District, Supreme
Court of Appeals

Yes

a) Old Plan - 75% x Sal x full
ears_ (Max. 75%)

b) New Plan (affects new
Jmlgces nfter 7/1/80 and old
Judges electing)

- 18.75% of ofll" * Yrs. x
3.75% x Sn!. where yenrs =5
to I5years

Sninry for last year la office

All Sninrics

n) OI((ji flan: 64 nnd 3yrs; @

and 1G yrs.

b) Now Plan: G4and 5yrs; @
nnd 15yrs.

None

None

At least 5years of service.

[lencfit Is the snmc ns for
Service Retirement.

75% of member's belief!!

If nt lenst 5ye irs, 75% of
member's henefit.

5yenrs

Old Plan = 10% Snl.; New Plan
=7% Snl.

22.25 from each civil enso
ocket fee.

OKLAHOMA
All but Magistrate Judges

Yes

*l%x 5 year Avg. Sul. x years.
(Maximum of “70% of °5 year
nveruge).

Last 5 yenrs of nctlvc service

All Salaries

Age 70 nnd 8 years;
Age 05 nnd 10 yenrs.

Age G nnd 20 yenrs.
None
Age 55 nnd 15yenrs.

The nmount Is left to the dis-
eretlr. 1 of the Court of Judicial
Awards but n maximum of the
serviee retirement benefit.

When spouse is age G0 - 50% of
Judge's benefit

When spouse is age G0 -50% of
Judge's benefit ~(Jmlge must
have 8 yrs. service)

8 yrr. - %id nt 70; 10 yrs - paid
nt” 05 20 yrs - paid nt G5; or
refund w/ointerest.

5% of Snl; 8% of Snl. If spouse
covered.

% of State Judicial Punii

OHEfION
All but County JudL s

Yes
45% of FAS

5 highest of Inst 10 yrs.

$53,308

Appellate 52,030
D 18,35G

A

e 70and 12 yearn;
A

e Gnnd 10 years.

{=l{w)

None

Age 75

n) 0 yrs. nay ngc.

b; Fo¥mer udges - 1G yrs.
nny age.

Same_ns service retirement

benefit but reduced
nctuarinlly it n  Former
Judge.

If 1t years, | of his benefit.
Under” 14 yenrs, less.

If eligible to retire, same ns
ni>ove:

10 yenrs; pnld nt G5. Under
|G yeurs, no refund

7% of Snl. for 10 yenrs.

7% of Sninry * hiennial
appropriation to fund liability



PLAN PROVISION
16. Interest Credited Members
17. Cost of Living Dencfit

18. Major Amendments
Contemplated

- --- ~l-w - - -
SUMMARY or ,:*VPCES' RETIREMENT SYSTEMS OF IG WESTERN STATES AS OF JANUARY 1 1083

NEVADA NEW MEXICO OKLAHOMA
None None
2% to S%. ii".gins at 2%/year and  None Ad boo 10% increase 10/1/62
goes to 5%/yr. rf'ur 12 yenrs on
fetirement.
1) Raise widow benefits (level nnd  None None
coverage'.

2 Earl%,service_retirement.
Disability retirement

COATES, IIEHPURTH A ENGLAND, INC.

OREGON
None
None

Under cmsiderntion



PLAN PROVISION
1 Judges Covered

. 2,Social Security Coverage

3. Service Retirement
Formula

Rencfit

4. Final Avcrnge Sninry Basis
(FAS)

5.Covered Salary

G Normal Retirement

7. Early Service Retirement

8 Mandatory Retirement Arc

9. Disability Requirement

10. Disability Benefit

11.\§/dow_ Benefit - Retired
1

il
12. Widow Benefit - Active Death

13, Vesting Requirements

SUMMARY OF JUDGES' RETIREMENT SYSTEMS OF 1C WESTERN STATES AS OP JANUARY 1, 1983

TF.XAS

District

Appeals

Supreme

Yes

50% of current salary #extra 10%

of salary to those retiring before
age 71.

Current monthly sninry

District $50,900
Civil Appeals 00,100
Supreme nnd Cri-

minal Appeals 71,400

10 years Age @ (active); or @
andy12 yenrsg (ectve)

20 yrs. nay age; Ago @0+ 10¥rs.
rs.

acfive); A%e @ nnd 12
nctlve or not)
Ago 75

7 Yrs. of service nt nay ngc.

10hof FAS, if under age 71
50% of FAS, otherwise.

Optional election nnd $5,000 lump
sum.

Reduced annujty to widow with 10
Yr .. (active);” 12 Yrs. Service
(netive or not

10 years active; 12 years active
or rot

COATF.S, IIRRFtIUTII Ge ENGLAND, INC.

UTAH

Supreme
District
Circuit

Juvenile

Yes

2) 2[}% x FAS x 1st 10 yenrs +
2% x FAS x next 10+ 1% x
FAS x Yrs. over 20), or

b) 53% X FAS x 1st 10'years f

% x FAS x next 10+ 1% x
FAS x Yrs. over 20) x Earl
[lel. Factor if undér Age 70
less (smaller of $120 or
?07mo./ycnr)

Highest salary in 3 consecutive
yenrs.

$44,800 - 550,000

Age 70 with Gyears.

Age 05 with 10 yenrs

Age 70 (Trial); Ago 72
(upremg)I ) A

2) chnee of Duty - Ho mIn. ser-
vi

b) Ordinn /- 5years

a) Sl?élty—SO% or FAS-50% of

b) Ordinary - RePuIar service
retire, formufa. With 5
Years minimum nllownncc
= 20% FAS - 50% o( S.S.

50% of his henefit

50% of his benefit ns if mgmber

hud not died nnd was ngo 70 nt

time of death.

Gyears - paid nt 70;
years - paid nt Gb.

WASHINGTON

Supreme
Appelate
Superior

Yes

a) With nt  least 15 yrs.
service, 3(% of salary per
enr (75% sninry maximum)

b) Otherwise, 3% of sninry per
year

Sninry ct retirement

All sninry covered

Age @nnd 15yenrs

Age 50 nnd 12 years

Age 75

10 years of service nt any age.

Accrued serv. ret. benefit w/o
early reduction.

50% of his henefit

i of his accrued benefit or 25%
of salary

12 years; under 12 years,
nothing (No refund unde any
circumstances)

WYOMING

Supreme
District

Yes
50% of current salary

Current sninry

$GI1,500

District
03,000

Supremo .

Any ngu nnd 1Byears; G5 nnd
15years; 70 nnd” Gyears.

Gb nnd Geonsecutive yenrs;
G/13 of bnsic benefit

None

No disability provision.

None

None

Gyears; paid nt &



PLAN PROVISION
14. Judges" Contribution

15. Employer Contribution

|G.Interest Credited Members
17. Cost of Living DcnelU

18.Mni0{j Amendments Contem-
e

pla

SUMMARY OF JUDGES' RETIREMENT SYSTEMS OF IS WESTERN STATES AS OF JANUARY 1, 1983

TEXAS
6% of snlnry

Pny ns you go. Legislative appro-
pri%tiong 94 PP

None
Increases as active salnry

None

UTAH

8% of snl: GY% paid by employer.
(G.75% cff. 7/1/83).

8.95% of snl. +fees (Iabout
equal to 0% of sal.), plus
members' G% contfib.

)%

Maximum 4% peryear after 1st
year of retiremen

1% Eliminate social security
offset

2) Eliminate distinction be-
tween ordmarg nnd duty disabi-
HIY—SO% FAS _

) Improve service retirement
formuln to 3 1M, 2%, 1% und
reduction if under G5. 75% max
benefit.

Amendments passed and
effective 7/1/83.

COATES. IIMIIENIt 'l A ENGLAND, INC

WASHINGTON
71% of snlary; all years

In practice, State funding has
been Pny ns you go.

None
Lower of 3% or C.P.I.

None

WYOMING
None

Pny ns you go. Legislative
appropriations
Increases ns active snlary

Still - contemplating. No
action yet.



Renefit Multipiier

Vest Ing

Normal Retirement
Ago

Contiitional
Ret Ircment

Employee
Contributions

Employer Cnnt.
(actuarjal 1
tJetermi nod%

Nonmemtiership
Service

COLA

Post Retiremen
"Pension Adjustments

['oalt'.. Insurance
Coverage After
Retirement

PIRS
PO/F

7% on years 1-10
2" on years over 10

5%cars

55 w/5 years service
OR 20 years .PO/F service

55 w/2 Years service If
if vested In the IRS

S*

22.36% consolidated
rate; FY 03

Mi 11tar¥
(max. of 5 years)

Territorial Service
(must have 3 years
service w/State
after 19f1)
Temporary Service

10% for 150.) If
domlcl cd In AK

Ad Hoc

Yes

All Other
i

5 years

55 w/ 5 years service
OR 30 years service

55 w/2 Years, service
if vested in the TRS

<t.25%

12.71% consol (dated
rate; FY 03

M litary
(max. of 5'years)

Territorial Sorvlco
(must_have 3 years
service w/bfato
after 19G1)
Temporary Sorvlco

m ?or 150.) If
domlcl led in AK

Ad Hoc

Yes

A COMPARISON - MAY, 1983

TRS
a0

0 years

55 w/0 years membership
service; OR 5 years
membership service

and 3 years AK QLA

QR 15 years credited
service if hired prior
to 7/1/75, last 5 years
membership service; QR
at any age: 20 years
membership service; Ol
20 years combined mem-
berShip and AK RIA, last
5 years membership
service; OR 25 years
credited service, last 5

years membership service.

55 w/2 years membership
service if vested in
the PERS

T

fl.f5%; FY »3

HI Litary

(max. of 5 years)
Outside

(max, of 10 years;
military Aoutside

not to exceed 10 years)
AK 01A (no max.)

10% If domiciled
In AK

Ad Hoc

Yes

JRS
5%

5 years

00 w/ 5 years
service

»

H/A

™ for Judges hired
after 7/01/70; %
for Judges hired
hefore 7/01/70
10'i.70%;

FY 03 and FY Ot

Magistrate
Pro 7/01/£7

H/A

H/A

HO

Ocneflts Increase
with Last Position's
Salnry Increase

Yes /

EPORS

5% membership .

2% other crediti-m
service

5 years

60 w/ 5 years
service

H/A

L4

Unfunded System,
Annual Appropriation

PERS Covered
Employment

HU

benefits Increase
With Last Positions
Salary Increase

Yes

IICRS

5100.U0 x no. of months
HGRS service

5 HG out of 20 MIL
H/A

H/A

H/A

Funded System, 11,202,000
FY 03 and FY Ut

H/A

xipuaddy



TRS Example

Gross Monthly Pay*
Taxes Withheld**
Contributions
Take-Home Pay
Increased Take-Home-"*

Increase as a
Percent of Gross

PERS Example

Gross Monthly Pay
Taxes Withheld**
Contributions
Take-Home Pay
Increased Take-Home

Increase as a
Percent of Gross

* Systemwide Average
** Based on single person with

EFFECT OF

After-Tax
Contributions
7%

$3,100
721
217

$2,162

After-Tax
Contribution
4.25%

$2,300
445
96

$1,759

Appendix V

"PI1CKED

ON TAKE-HOME PAY

UP". CONTRIBUTIONS

"Picked Up" Before--Tax Contributions-

7%

$3,100
641
217
$2,242

80

2 .6%

$2,300
417

96
$1,787

28

1.2%

one exemption

8 %

$3,100
629
248
$2,223

61

2 .0%

"Picked Up"

9%

$3,100
618
279
$2,203

41

1 .3%

S%

$2,300
411
115
$1,774

15

0.7%

10% 11%

$3,100 $3,100
608 597
310 341
$2,182 1$2,162

=20 0

0.6% 0%

Before-Tax Contributions

6%

$2,300
404
138

$1,758

0%

12%

$3,100
587
372

$2,141

- 0.7%

7%

$2,300
397

161

$1,742

- 0.7"






Rev. Richard R. Gay

10Ul E. Seventeenth

Anchorage, Alaska
99%01

January 28, 1983

Our Legislators
Juneau, Alaska "M

Dear Honorable Legislator:

This is a personal and professional plea that
as you weigh all aspects of the Dividend Check Policy that you do not
fail to take into account what it has done for individuals and families
who are .known to us in our pastoral relationships.

Allow me to cite for you just a cross section of

the people who have been helped in a time of emergency. And such needs
never cease. The checks worked miracles in many situations.

A young couple found it possible to make the down payment on ahome
for their family with two small children.

A senior citizen found i1t possible to arrange for his cataract operation.

A young couple found it possible to meet the deductible portion of their
health insurance in conjunction with the birth of their child.

An individual found i1t possible to repay a loan from a family member, thus
reducing interpersonal tension.

A seriously depressed person found it possible to take a vacation which
was therapeutic.

A student found it possible to resume schooling without adding to his
loan burden.

The family of a stroke victim, only 3h years old, was rescued from
overhwhelming financial burdens. There were four young children involved.

A person whose car i1s a necessity was able to afford much needed car
repairs.

Another person was able to meet closing costs on the purchase of a
home for his family.

This is but a random sample of what | have seen the
dividend program accomplish.

PLEASE remember the human element in your policy
deliberations.



FISCM NOTE

I. REQUEST
Bill/Resolution No. o©,,,-,,)-;va QrHoi- >lo t?
T itle ro ttananoroor a3..”no»
Requested bv  (~.nyo»-nni- “ Date .l»n 1?. TOP'S

I1. FISCAL DETAIL
Agency Affected Qf-f(rt» of »hp gnwomnr
Program Category Affected Geno”Rl Cnvprnront
BRU, Program, Or Subprograms) Affected Office of f.enacer.ent ano 3udnet
(Notei If more than one budget component is affected, separate line-itenm
amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)
FT 83 FT 34 FT- 85 FT 86 FT 87 FT 88

100 PERSONAL SERVICES
200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EQUIPMENT

600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL
- -0- -n- -0- -0 - -0-

FUNDING  (Thousands of Dollars)

GENERAL FUND ﬂ
FETCRAL FUNDS
OTHER (Specify Source) -0-

5 &

POSITIONS

FULL TIME
PART TIME
TEMPORARY

P e—

I11. ANALYSIS (See Fiscal Note Preparation Instruction. Section I11)

No fiscal impact.

1V. DATE January 16. TORT PREPARED BY Glen Price
AGENCY %ff<r» cf the finvn— 01vlsinn nf Rnrtuef Revli
Original) Legislative Finance PHONE 365-2213

ccs Budget and Management
Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/82)

Agency Contact: Eugene Dusek 465-2213



FISCAL MOTS

I. REQUEST
Bill/Resolution No. tyo”~itivo Or-"ar >In g@?

T i t 1 e ~ 2 i 1 d 1 s X -

Requested bv Gnyernpr 1 _ ~—__0”te .Un. 1?. 1QR"

11. FISCAL DETAIL
Agency Affected 0fflro nf tho Cpwprnrir
Program Category Affected Genera) Gnypmp-pnt
BRU, Program, Or Subprogram”) Affected Office ot “r.ar.acer.ent ano Suonet
(Notei If more than one budget component is affected, separate line-item
amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)
FY 83 FY 34 FY- 85 FY 86 Fy 87 FT 88

100 PERSONAL SERVICES
200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EQUIPHENT

600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL
-0- -n- -n- -n- -0- -0-

FUNDING  (Thousands of Dollars)

GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -n- -n- -0- -0- -n- -n-
OTHER (Specify Source) -N- -n- -N- -n- -n- . -O-

’ -

POSITIONS
FULL TIME {
PART TIME 1
TEMPORARY 1
1 s

I1l. ANALYSIS (See Fiscal Note Preparation Instruction, Section I11)

No fiscal impact.

IV. DATE January 16. _PREPARED BY  GiNn prir« o tim JZ
y A AGENCY Offirn of the Gnup—nr-Oivisinn nf RurlriPt revii
Original> Legislative Finance PHr.iE d65-?7?713
cct Budget and Management
Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/82)

Agency Contact: Eugene Dusek 465-2213



OMB 1s saturated with fiscal notes. This is not a situation that
will go away in three days as stated by Pete McDowell. You have
to also take into consideration that fact that the committees
must have fiscal notes on bills even iIf a piece of legislation
has NO fiscal impacr.

Question: Committees are mandated to have fiscal notes on all
bills referred to their committees even if that bill has no
fiscal 1impact. In view of the difficu®™ ty In exeh getting any
fiscal note; 1is 1t fair to say that zero fiscal notes will haxE
be a lower priority?

If the answer is yes---—-

In the eyes of the committee, and in order to pass a bill throagh
a committee, we must have the notes regardless 1f they are a

zero note or a note with fiscal 1impact. / ¢&j// Ah §f
/litre. - Zf~o o<~ d'fi't*'; t<c |

Question: how many fiscal analysts are there in OMB whose primary
job 1s to handle fiscal notes from the departments?

Question: When a fiscal note arrives at OMB from a department,
Whose research does the analyst use to evaluate the correctness
of the note? (note: the answer 1is the department"s research,
OMB h%s not, to this date, done separate research on a fiscal
note.

Question: Isn"t this a duplication of effort?

Question: Since OMB has not formally notified the Legislature
and in particular, the committees of this change in policy,
for our information, 1is it true that after the department passes

the fiscal note to OMB, OMB then passes that note to Legislative
Finance?

If the answer 1is no, tell him that when we have asked departments

to explain this processs they always say that OMB sends the note
to Legislative Finance.



Question: Why did OMB decide to put this policy into effect
before 1t got: 1t"s act together, so to speak? If you had

a well-thought out plan, you wouldn®t have to implement as
you went along.

Question: Rule 20 of the Uniform Rules of the Legislature
places certain specific authority on each standing committee
over all programs and activities of the departments that fall
under the jurisdiction of each standing committee. The most
important activity of each department is the preparation of
fiscal notes. Will you make all fiscal notes originally prepared

by the departments available to the standing committee responsible
for that department?



Alaska Statutes
Title 24. Legislature.

é§§ 24.05.010 — 24052108
£Off|cers and Employees (88 24.10.010 — 24.10.060
L1 Com%zn%t@ of Leglslators Officers and Employees (88 24.15.010
encies of the Legislature S§§ 24.20.010 — 24.20570)
itnesses (8§ 24.25.010 — 24.25.080)
g Enactment of Statutes (88 24.30.010 — 24.30.130)
Prmtmg and Distribution of Legislative Enactments (88 24.35.010

& Judicial Proceedlngs Involving  Legislators (8§ 2440010 —

2440031
6. Regulation )of Lobbying (88 24.45. Oi” — 2445181
Sl Student Guests of Leg|slature §§ 24.50.010 — 24:50.040)
& Office of the Ombudsman (88 24.55010 — 24.55.340)

Chapter 05. In General.

vawers Composition nnd Election g§§ 24.05,010 — 24.05.087)
i XtelinR and rganlzatlon (9§ 24.05.090 — 24.05.180)
tUFsIatlve Space (8 24

t Alministrative Services (§ g 24, 05 200)

| legislative Expenses (§ 24.05.210)

Article 1 Powers, Composition nnd Election.

Wtion Section

a legislative power Q0 Disqualifications

* Comf)osmon 70. Election

* Qualifications of members 80. Terms

@0l office 85. Res”?natlon

* Membership  on  boards  nnd 87 Ternfination of interim committee
commissions membership

Sw. 24,065,010, Legllslatlve ower. The legislative power of the state
*rested in the Iegls ature of the State of Alaska and extends to all
'tftfol subjects o |6§iIS|atI0n not inconsistent with or reserved by the
Restitution of the State of Alaska and the constitution and laws of the
wiled States. (8 1ch 157 SLA 1959)

Jur. references. — 49 Am. Jur.,
" MTerritories «nd Dependencies, 28
'e50 Am. Jur., Statutes, 8§ 44,
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J24.05.180 Legislature §24.05.190

"ssion of the legislature, the Fresiding officer elected at the first
ftoular session shall administer the oath of office to new members and

%rtjceed_ with the business of the house in accordance with the rules of
¢ legislature. (8 19 ch 157 SLA 1959; am § 1ch 100 SLA 1963)

fetisor's note. — AS 24.10.020 appointed member of the legislature to
"spates the majority leader of each receive saIaryorPerdlem_unthe Is sworn
focse as the presiding officer pro tempore  in as a member of the Ieglslature pursuant
/ the elected presiding officer "resigns,  to this section. 1959 Op. Att’y Gen., No. 20.
yaxnes incapacitated, or dies.”

QOath prerequisite for salary or per

ttx. — Il is impossible for a newly

. 24.05.180. Committees, (2) Each house shall have standi_ng
©mmittees to facilitate the transaction of business in accordance wit
gerules of the legislature. The rules may provide for the appointment
cfspecial committees, as needed, by the presiding, officer of each house.
Trelegislature shall provide for the use of joint committees to facilitate
Ind expedite business.

f eEeaIed by § 7¢ch 100 SLA 1963, (§ 20ch 157 SLA 1959, am § 1
h 43SLA 1961 am § 7ch 100 SLA 1983)

Am Jur. reference. — 49 Am. Jur.
fates, Territories and Dependencies, §§ 40
»M.

Article 3. Legislative Space.
Section
t». Control of legislative space

S 51406190, Control of_IePisIative space, (3) The state capitol
yith the exception of the capitol’ space now occupied by the Office of

Governor, and space occupied in any other state building by the
legislature or its agencies Is under the control of and su {)ect to
usignnnent b% the "Legislative Affairs Agency as directed by the
*gislature. The Legislative Affairs Agzency IS responsible for the
equitable allocation of parkm? spaces at the capitol according to the
Ads of the legislature and other agencies occupying capitol offices.
b’% Access to legislative space during sessions is generally governed

e uniform rules of the legislature and by (a) of this section. Du_rmg
Isession of the legislature no person not & member or an authorize
tmgleoyee of the legislature or its agencies may, without the invitation
ftne presiding officer or the house, enter upon the floor of gither house
*hile it is sitting, or enter upon the floor of either house during a recess
Gwhen adiourned for the day, without the invitation of a member of
ethouse. X8 21 ch 157 SLA"1959; am § 5c¢h 47 SLA 1961, am § 3ch
TBSLA 1966, am § 1ch 10 SLA 1976)

Mfect of amendment. — The 1976
‘¢ndment rewrote subsec .ion (a).

zz ¢l



§ 24-23.0%
nce-celeted U*
m*epre*edt i— -

nmittee repqrt. — TE*

SLA 1970 g/(\)/ |1m6n

al Supplement

bers serve for tby

%omted and, if tgcy
e next succeeds

helr successor* m

on of candidacy for
ither house of the
*hip on the council
mg. (&3 ch 17SLA

_in the statutory
ling officer of the
hin 30 dazs. If the
~of the house of
iccurs among_the
cii members frora
new member. A
mber of the san*
ngossmle. § 4ch
1SLA 19

[Ittee regort. — Tot
11973 (CSHB3P2).m*
pp. 793, 835.

council hires an
‘\ecutive director
e accomplishment
Icy. He sen’es at
is authorized to
members of the
e limitation of tb*
and the members

of the council™*
nch by refraining

] 24.20.060 Legislature §24.20.060

from {pl_mng or supporting any partisan political organization, faction
Xac |V|§y which would tend to undermine the essential nonpartisan
wture of their functions and services. However, this section does not
(tstrict the executive director or members of the professional staff from
expressing fzrlvate opinion, registering or voting. (8 5¢h 17 SLA 1960;
yn§ 4 ch 126 SLA 1966)

Sec. 24.20.060. Powers. The legislative council has the following

IS.
potho or?amze.and adopt rules for the conduct of its business;

to hold public hearings, administer oaths, issue subpoenas, compel
theattendance of witnesses and production of papers, books, accounts,
documents, and testimony, and to have the deposition of witnesses taken
inamanner prescribed by court rule or law for taking depositions in civil
actions when consistent with the powers and duties assigned to the
council by &8 10— 140 of this chapter; o _

@ to call upon all state officials, agencies and institutions to ?lve full
cooperation to_the council and its executive director by collecting and
funishing  information,  conducting  studies “and  making
recommendations: - o _ _

@ in addition to (i)royldm_g the administrative services required for
the operation of the legislative branch:.. _ _

A) provide the technical staff assistance in research, reporting
draﬂln? and counselling requested by standing, interim and special
committees and spot research and drafting services for individual
members in conformltr_ with law and legislative rules; o

(B) conduct a continuing program for the revision and publication
of the acts of the legislature; . S

g(:) execute a pirogram for the oversight of the administration and
construction of laws by state agencies and the courts through
regulations, opinions and rulings;

D) Repealed toy § 6¢ch 95SLA 1971 _
operate and maintain the state legislative reference library;
do all things necess_ar)( to carry out legislative directives and

law, and the duties set out in the uniform rules of the legislature;
to exercise control and direction over all legislative space supPllps,

and equipment and permanent legislative help between legislative

Sessions; L o

(© to produce, publish, distribute and to contract for the printing of
reports, memoranda and other materials it finds necessary to the

complishment of its work; and _ _

(7&to take appropriate action for the preconvening and post-session
*ork of each |E%I3|atl\_/e session including the emPonment one week in
advance of each session of not more than 10 temporary legislative
employees. The continuing employment of the temporary legislative
emgloyees Is subject to Ieglslatlve apsproval when the session convenes.
g 6ch 17 SLA 1960; am § 5¢h 126 SLA 1966; am § 6¢h 95SLA 1971/

15



§24.30.010 Alaska Statutes S24.30.035
within the power of the senate, house of reBresentatiyes, Or a committe*
to investigate, upon conviction, is punishable by a fine of not less than
$100 nor more than $500, or by imprisonment for not less than da

nor more than six months. (8 ACLA 1909) '5
Chapter 30. Enactment of Statutes.

Section Section

10. General procedure 60. Introduction of bills

20. Subject of hills | 70.  Numbering of bills

30. Appropriation bills 80. Readings

3. Fiscal notes on bills _ 90. Vote on passage
36. Fiscal notes on bills affecting state  100. Action upon véto
retirement systems 110. [Repealed)

37. General obligation bond bills 120. Bills carry over

40. Enacting clause _ 130. Constitutional — amendments &
50. Prefiling of bills and resolutions executive orders

Sec. 24.30.010. General procedure. The procedure for handling bills
from the time of their prefiling or introduction until they become la*
IS provided in this chapter subject to implementing rules adopted by the
legislature. Resolutions shall be handled in accordance with the
provisions of the uniform rules of the legislature, (ft 29 ch 157 SLA 1%
am § 26 ch 71 SLA 1972)

Cross reference. — An fo resolutions, see  report on ch. 71, SLA 1972 (HCSSB 383w
Rule 51, Uniform Rules of the Alaska State  H), see 1972 House Journal, &)898.
Legislature. , Am. Jur. reference. — 50 Am. Jur

Legislative committee report. — For Statutes, § Let seq.

Sec. 24.30.020. Subject of hills. The subject of each bill shall he
expressed in its title and every bill shall be confined to one subject unlew
it 1s an appropriation bill or one codifying, reV|3|n% or_rearrangir.f
existing laws. The limitation to one subject shall be liberally construed
to permit the subject to include all matters which reasonably can t*
considered germane to the subg%cgt in accomplishing the legal objective
of the hill. 2§ 30 ch 157 SLA 1959)

Sec. 24.30.030. Appropriation hills. Bills for approPriations shall t*
confined to aRproprlatlons and shall include the amount involved and the
purRose, method, manner and other related conditions of payment § 3
ch 157 SLA 19%59)

Sec. 24.30.035. Fiscal notes on bhills. Before a hill which would
require increased appropriations by the state is reported to the ruto
committee, there shall be attached to the bill an estimate of the probab™
amount of the appropriation increase for the ensuing fiscal year and |
least two succeeding fiscal years. The estimate or Statement shallk’
prepared by the department or departments affected. If the hill «
presented b}( the governor for introduction in accordance with § CM1
of this chapter and the uniform rules of the legislature, the fiscal now

32

524.30.036 Legisla

chall be attached to the bill before the
1963 am § 1ch 20 SLA 1972 am §

Effect of amendment. — The 1976
ynendment added the third sentence.

Sec. 24.30,036. Fiscal notes on
svstems. Before a bill which would
s'vstems of the state is re?or_ted to t
attached t0 the bill an analysis of the
the state if the bill is adopted, as w
actuarial soundness of the fund. Tht
Legislative Board of Retirement Be

Cross reference. — As to the Legislative
Board of Retirement Benefits, See AS
2L20500 et seq.

- Sec. 24.30.037. General obligatio
issuance of ?eneral obligation hond
!mﬁ)rover_nens shall confain a state
included in the proRosed_bond ISsue,
description of eac caPnaI improve
dollars, that portion of the.tota! bone
@2ch 70 SLA 1973, am § 30 ch 1

Effect of amendment. — The 1975
amendment deleted "major" preceding

Sec. 24.30.040. Enacting clause.
shall be: "Be it enacted by the Legis
ih 157 SLA 1959

Stc. 24.30.050. Prefiiing of bills
the_IegilsIature whose term exten
legislature, or a member-elect may
for a bill or resolution with the Legi
before January 1 The agency sha
which is approved by the sponsor,
chiefclerk of the appropriate house
convenes or is organized for busine
be considered as Introduced on the
S 3Bch 157 SLA 1959;am § 9ch 4
an§ | ch 20 SLA 19/5)

Effect of umcndment. — The 1975
vmendmnnt inserted "or resolution" twice
IiLIhe first sentence and once in the second
**ntence, and inserted "or resolutions” in
die third sentence.



GOVERNOR SHEFFIELD



GENERAL REALIGNMENT CONSIDERATIONS
't IS the  opinion- of this Task Force that

reorganization of the Governor's Office is needed to

ensure that the following philosophical objectives are
met:

A, The structure of the Office will enhance and
facilitate  Governor Sheffield's- strong executive
approach to State Government.

B. Operation of the Office willbe efficient and
effective.

C. The ExecutiveOffice will provide the policy
definition, operational interdepartmental coordina-
tion and decision making at a statewide level.

D. Operational Departments will be responsible for the
providing the Governor with efficient and effective

functioning within the Agency's.

REORGANIZATION OF THE PLANNING, BUDGETING AND CONTROL

PROCESS

A. Organizational Considerations

Inour opinion, a more coordinated effort is

needed between the establishment of policy, the
.development  of  the budget, the measurement of
performance, the wuse of federal funds and grants
awarded to local communities.  One alternative to
this is to establish an Office of Management and
Budget with the following functions:

wr



Policy Research

Policy Implementation

Long-range Program, Policy and Fiscal Planning
Budget Preparation and Execution

Organization and Management Audits and Analysis
Federal and Local Grants Coordination
Information Systems Planning

The OMB Director would report directly to the

Governor or his designee and would be at the Cabinet

level.

This would entail the merging of the existing

Divisions of DPDP, DMB, Internal Audit and some

resources from the office of Information Management.

Factors Impacting the New OMB Function

the

To make such an organizational wunit effective
followingshould be considered:

Firm direction on the budget from the Governor
to OMBand his Commissioners and strong
leadership with the Legislature will be needed,
A high level Budget Review Committee should be
es tabli shed.

Strategic versus operational planning needs to

be clearly defined. Strategic plans should be
approved by se Governor and in this area OMB
and the Commissioners would be involveo.

Operational plans should be primarily the



responsibility of

the respective Commissioner.

OMB's function would -be to ensure compliance

with strategic objectives.

0 A team approach toward planning

is essential. The Governor,

Commissioners should participate

and management
OMB and the

in formulating

guidelines all parties

lobbying with

policy. Once the Governor approves a direction
and establishes budget

should follow these mandates. Any

the legislative branch snould

direction of the Governor,
0 OMB

the Commissioners. Operational

best be done at the Department level.

on substantive legislation

coordinated closely with

Depar tments.

Criteria for the Position of Directors

0 A sound educational background

economics or a related field,
0 A broad

background in business

finance and strategic Planning,

be under the

should be sensitive to the prerogatives of

planning can

Research

should also be

the affected

of OMB

in finance,

and government

0 Ability to manage highly skilled personnel,

0 Ability to be professional

Willingness to implement

understanding that the Governor

in approach.

policy. Clear

is the Chief



Execut ive Officer,

0 Ability to identify and present, in objective
mf.nner, cost/benefit analysis for alternative
solutions to policy and operational issues,

0 Good communicator.

0 Strong, mature and mentally tough,

0 Intellectually honest.

0 Confident and secure in his/her ability,

0 Ability to recognize the role of the Executive

and Legislative branches of government and to
respect the prerogatives of each institution,
0 Ability to resolve conflicts in a positive

manner.

INCREASE THE STATURE AND VISIBILITY OF THE WASHINGTON D.C.
OFFICE

In view of Governor Sheffield's philosophy, relative
to the State's relationship with the federal government,

i* is the opinion of this Task Force that the role of the

D.C. office should be redefined.

Conditions noted i. our review WhiCh impact this
officeand c's importance to the Governor's Office are:
A. There are a number of Ilegal and legislative >ssues
which will require resolution at the federal level.
B. Changes in federal funding to States or Federal
taxation could dramatically impact the State's

financial position and operations.
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XV. ORGANIZATIONAL REALIGNMENT

The aeoartment has considered the following organizatioi.al realignments
and the Task Force believes that they merit further consideration by the

new administration:

A. Deputy Commissioner Stationed .in Anchorage.

Two of the divisions currently are headquarted in Anchorage alongwith
field staff from two others. It seems appropriate to place the deputy
commissioner there as well to coordinate and oversee division activities

there.

B. Combining or Co”miunlty Planning and Local Government Assistance.

3ecause much of the v;ork of one division complements the work of the
other, closer coordination might be achieved through combining the
divisions. This could enhance the current cross training of field
personnel. The Task Force is not recommending the division merger, but
mentions it as a possible maneuver to ensure the closer coordination of
these two divisions. The new administration should carefully consider
this problem area and suggested solution. However, in the Community
Planning Division, the Municipal Lands Trust program should remain
independent of other division programs to maintain the integrity of the

program and continuity of operations.

C. Office ofCoastal Management.

The Office ofCoastal Management, responsible for the development and
implementation of the Alaska Coastal Management Program, 1is in the
Office of the Governor on organisational charts, but CRA has fiscal
responsibility for it. This dual position causes accountability
problems. Ithas beei recommended that functional responsibility for

the office beplaced in CRA in the Community Planning Division.
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State of A laska
OFFICE OF THE GOVERNOR
1 UNEAU

Office of Management and Budget

January 27, 1983

The Honorable Mitch Abood
Hous.e State Affairs Committee
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Representative Abood:
Attached are additions to the packet of information which was

forv/arded to you yesterday regarding the Office of Management
and Budget.

Peter B. McDowell
Di rector

Attachments



The functional areas belonging to the Governor®s Office
are as follows:

0 Policy analysis and development

0 Statewide planning

Budget preparation and review

o

0 Program/project review - gubernatorial management
control

0 "Coordination of intergovernment activities at State
and Federal level

0 Appointments to advisory boards and commissions
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FY83 BUDGET
A review of this budget should be conducted to

establish the status of expenditures versus appropria-

tions. Included in this review would be:

0o  An analysis of fund balances

0 Previously appropriated projects versus available
funding for them. Consideration should be given to
such things as project overruns, interest, earnings,
updated costs to complete and delayed projects,

o  Cash flow projections for FY83.

0 Supplemental requests for FY83.

0 Expenditures to date against appropriated amounts,

o State appropriated federal impact funds. This also
includes an analysis of current federal funding,

o Validation of previous revenue projections for FY83.

o Analysis of the status of loan programs and debt

service.

FY84 BUDGET
This budget is currently being finalized by DBM for

presentation to the Governor. A number of major items

should be considered:

0  Revenue estimates should be reviewed and validated,

o The impact of federal ’policies on state programs
should be defined,

0 The spending limitation should be defined. An AG's
opinion and an evaluation by a fiscal analyst is



needed. Since Governor Sheffield will present the
"84 budget this analysis should be conducted in the
transi tion.
Governor Sheffield’s priorities versus the proposed
resource allocations should he reviewed.
Capital items versus operating expenses should be
defined.
An Executive Summary of the budget along with the
major budgetary issues to Dbe addressed by the new
Administration  should be developed as soon as
possible.
Early agreement with the Legislative leadership would
be desirable in the following areas:
Spending limitation
Budgetary ceilings for operations and capital
Capital versus operating expenses
Criteria  for  the establishment of capital
project priorities
An overall process for submission, review and
appropriation of the Dbudget along with firm
milestones for completing the major tasks
Agreement that the Governor's budget should
retain its integrity as the control document.
Revisions should be coordinated within this
document to minimize the number or appropria-
tion bills during the '83 session.
To the extent possible an overall picture of all



