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Mr. Speaker:
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"Ar. Ac; relating to 3tate retirement benefits; and providing for an
effective date.” .
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STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

Page 1 of

REQUEST , FISCAL DETAIL

Bill/Resolution No.: cshb 252 (SAl Agency Affected: All state Agencies
Title: "An Act relating to state Program Category Affected:

retirement benefits;..._1 Labor Services _

Sponsor: M.M. Miller BRU, Program or Subprogram” j Affected:
Requestor: Hurley PERS

Date of Request: 4/17/85

EXPENDITURES/REVENUES: (Thousands of Dollars)
Operatina hy 85 FY 86 FYy 81 I F¥y 88 I FY 89 | FY 90
100 Personal Svcs 60.6 ! 1
100 P.tmnt & Bnfts r1.102.81 [1,232.11 [1,371.711ri,522.411r1,685.31
200 Travel 1 1
300 Contractual 178.3 1
400 Sudp lies 1.0 1
500 Eauipment 10.0 1
600 Lana b Struct 1
700 Grants, Claims 1
700 TRS Match i
TOTAL OPERATING -0- 1852.91 rl1,232. 111r1.371.71if1,522.411F1.6£ ».31

CAPITAL
REVENUE

FUNDING:  (Thousands of Pol lars)

GENERAL FUND [747.11 [1,113.7] T4 8° ©  ri.376.3] [1,523.5]
FEDERAL FUNDS T50.71 [56.71 [63.11 3° e [77.51
OTHER r55.11 [61.71 [68.61 r76. n T84.31
TOTAL [852.91 [1,232.11 T1,371.7] n,522.41 1[1.685.31
POSITIONS: -0- -0- -0- -0- -0-
FULL-TIME

PART-TIME

TEMPORARY 2

ANALYSIS: (Attach a separate page if necessary)

Prepared By: J.K. Humphreys. Director / -~ Phone: 465-4470

Division: Retirement” Benefits \MjwrAN«INE)ate: A/17/85

Approved by Commissioner: Lisa Rudd Date:
Agency: Department of Administration

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) Rev. 7/1/84



IV Analysis:

Page 2 of 3
CS House Bill 252 (State Affairs)
Fiscal Note Analysis

Prepared by Division of Retirement & Benefits

Department of Administration
April 17, 1985

This bill applies only to the Public Employees”
Retirement System (PERS). It would provide for an
automatic, post retirement pension adjustment (PRPA)
and an iIncreased benefit multiplier for covered
members. There 1is a provision for the employer to
withhold employee contributions before taxes rather
than the current after tax contributions to begin
effective January 1, 1986. The bill also contains
several cost containment provisions which would affect
only those members first hired after the effective
date. Those cost containment provisions are: a partial
pay provision for health coverage for retirees; no COLA
before age 65; no military credit shall be granted if
the member 1is eligible to receive a benefit for the
same service from the Federal Government and increasing
the normal retirement age from 55 to 60.

This is estimated to result in a .203% decrease in the
PERS employer contribution rate for FY 86. The PERS
state salaries for FY 86 are estimated to be
$544,046,592.00 and are estimated to increase at 8% per
year .

The state savings of $852.9 is calculated as follows:
The change in the PERS employer

contribution rate (.203%) times
the estimated FY 86 state PERS

salaries ($544,046,592) equals [$1,102.8]

Plus administrative costs

displayed on the following page 249.9
Total state FY 86 costs [$852.9]

In addition to the State costs “bove, this would result
in an increase in Political Subdivision contributions
as follows:

?@ FYy 87 FY 88 FY 89 FY 90
,2 707 151.374.8] L$1,484.8] LSI1,603.6J 151.731.9J

The total present value of the savings provided by this
bill iIn the PERS is $26,930,000; the bill would cause a
9.9% decrease in the funding ratio.



CS House Bill 252 (State Affairs)

Fiscal Note Analysis

April 17, 1985

FY 86 Administrative Costs

Personal Services:

Contractual

Supplies:

Equipment:

2 non-permanent retirement
technicians for 12 months

Telephone and other contractual
costs for 2 positions
Contractual costs for enhancing
the PERS data processing system
Contractual costs for enhancing
the state payroll system

Supplies for 2 positions

Equipment accommodations for 2
non-permanent positions

Total FY 86 administrative costs

Page 3 of 3

Prepared by Division of Retirement & Benefits
Department of Administration

$60.6

2.0
106.3

70.0

1.0

10.0

$249.9



STATE OF ALASKA 1986 LEGISLATIVE SESSION

FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL

Bil v/Resolution No.:SCS CS HB 252(SA&gency Affected: ah stato Acer.cies

Title: "An Act relatino to BRU: Retirement & Benefits

state retirement benerits;

Fy 91

2.4

Sponsor: M.M. Miller and Duncan Components: PERS
Requestor:
Date of Request: n
EXPENDITURES/REVENUES:  (Thousands of Dollars)
FY 86 Fy 87 1 FY 88 FY 89 Fy 90 1!
OPERATING | 1
PERSONAL SERVICES 77.6 1 1
RTMNT 4 BMFTS 11,593.5 .1,721.0] 1,858.7 1 2,007.4 N]2,167.9]
TRAVEL 1
CONTRACTUAL 199.5 1
SUPPLIES 1.0 t
EQUIPMENT 10.0 1 i
LAND 4 STRUCTURES ! y
CRANTS, CLAIMS 2.4 1 2.4 2.4 j 2.4
TRS MATCH 1 1 1
TOTAL OPERATING t -0- (1,303.01! r1,718.61 ¥1.856.31-12,005.0 Il12.165.5 1
CAP ITAL
REVENUE

FUNDING:  (Thousands of Dollars)

GENERAL FUND i TH.177.fill F1,553.41
FEDERAL FUNDS go o g 2N
OTHER 65.211 [86.01
TOTAL T1.303.011 ri.718.61
POSITIONS: -0- -0-
FULL-TIME 2 1

PART-TIME 1

TEMPORARY 2 1

ANALYSIS: Attach a separate page if necessary

See attached

Prepared By: J.K. Humphreys, Director
Division: Retirement & Benefijfe®

Approved by Commissioner: “felnor;Xnd”ws
Agency: Department of Administration

Distribution (by Agency preparing Ffiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) Page

n.677.911r1,812.311 [1,957.4!

T85.511 T92.3H
ro2.911 [100.411

[99.71

[108.41

f1.856.311 [2.005.0il [2.166.51

=
PR

Phone: 465-4470
Date: 2/12/86

Date I’-X/£ b/

1 of 3 Rev.

-0-

11/15/85



IV Analysis:

raae C ot J
SCS CS House Bill 252 (State Affairs)
Fiscal Note Analysis

Prepared by Division of Retirement & Benefits

Department of Administration
February 12, 1986

This bill applies primarily to the Public Employees*
Retirement System (PERS). It would provide for an
automatic, post retirement pension adjustment (PRPA)
and an increased benefit multiplier for covered
members. It increases the employee contribution 'ate
ithy an additional 2i% of salary, increases the
indebtedness contributions for military service credit
by 2]% and provides for the employer to withhold
employee contributions before taxes rather than the
current after tax contributions to begin effective
January 1, 1987. The bill also contains several cost
containment provisions which would affect only those
members TFirst hired after the effective date. Those
cost containment provisions are: a partial pay
provision TfTor health coverage for retirees; no COLA
before age 65; no military credit shall be granted if
the member is eligible to receive a benefit for the
same service from the Federal Government and increasing
the normal retirement age from 55 to 60. The bill also
increases benefits for the two territorial retirees by
5100.00 per month.

This is estimated to result iIn a .27% decrease iIn the
PERS employer contribution rate for FY 87. The PERS
state salaries for FY 87 are estimated to be
5590.176.728.00 and are estimated to increase at 8% per
year .

The state savings of $1,303.0 is calculated as follows:
The change in the PERS employer

contribution rate (.27%) times

the estimated FY 87 state PERS

salaries ($590,176,728) equals [S1,593.5]

Increased benefits for two
territorial retirees per year 2.4

Plus administrative costs
displayed on the following page 288.1

Total state FY 87 savings [S1,303.0]

In addition to the State savings above, this woulc
result in savings in Political Subdivision
contributions as follows:

FYy 87 FY 88 FY 89 FY 90 Fy 91

LSI,.296.7j LS1,400.47 LS1,512.53 111,633.5) LSI,764.1]



Page 3 of 3
SCS CS House Bill 252 (State Affairs)
Fiscal Note Analysis
Prepared by Division of Retirement Benefits
Department of Administration

February 12, 1985

FY 87 Administrative Costs
Personal Services:

2 non-permanent retirement

technicians for 12 months $77.6
Contractual

Telephone and other contractual

costs for 2 positions 2.0

Contractual costs for enhancing

the PERS data processing system 127.5

Contractual costs for enhancing

the state payroll  system ~ 70.0
Supplies:

Supplies for 2 positions 1.0.
Equipment:

Equipment accommodations for 2
non-permanent positions 10.0

Total FY 87 administrative costs $288.1



Position Paper

SCSCS House Bill 252 (State Affairs)

This bill applies primarily to the Public Employees®™ Retirement System
(PERS) . It would provide for an automatic, post retirement pension
adjustment (PRPA) and an increased benefit multiplier for covered
members. Employee contributions would be increased and placed on a
pre-tax basis effective January 1, 1987. The bill also contains several
other cost containment provisions which would affect only those members
Ffirst hired after the effective date: a partial pay provision for health
coverage fTor retirees; no geographical cost of living allowance before
age 65; no military credit if a member is eligible to receive a benefit
for the same service from the Federal Government and an increase in the
normal retirement age from 55 to 60. It also increases benefits for the

two territorial retirees by $100.00 per month.

The Department supports this bill because it provides for a more fiscally
responsible funding method for post retirement pension adjustments and
provides for several cost containment provisions which, while still
leaving the PERS one of the most generous retirement ™""stems in any
state, provide welcome, net FY 87 savings to the State and Political

Subdivisions.

Humphreys, Director, Division of Retirement & Benefits Date

Eleanor Andrews, Commissioner, Department of Administration Date



Public Employees' Retirement System
Teachers' Retirement System
Judicial Retirement System
Elected Public Ollice>s Retirement System
National Guard Retirement System
Territorial Retirement System
Retirees" Voluntary Dental-Vision-Audio Plan
Supplemental Benefits System

DEPARTMENT OF ADMINISTRATION Group Health/Life Insurance Benefits

DIVISION OF RETIREMENT & BENEFITS Deferred Compensation Plan o
Public Employers Social Security Contrioutions
POUCH CR (MS 0203)

JUNEAU, ALASKA 99811
Bill Sheffield, Governor

(907) 465-4470

April 12, 1985

Honorable Katy Hurley
Chairman

House State Affairs Committee
Pouch V

Juneau, AK 99811

Dear Representative Hurley:

This letter is iIn response to your request for examples of variations of
HB 252 which would provide an automatic post retirement pension adjustment
(PRPA) with little or no cost to the state. For discussion purposes, |
will provide two different scenarios which 1 fTeel willstill provide
valuable benefits to the Public Employees®™ Retirement System (PERS)
members at significantly lower cost.

The first scenario is the same as HB 252 with the following exceptions:

1) To provide for an automatic 75% PRPA only for retirees age 65 and
older and for disabled members (estimated cost: 4.93% of payroll);
2) provide for a benefit formula of2% per year for service less than
10 years, 2i% per year for servicelO years or greater but less than
20 yeans and 2*% per year for service of 20 years or more for
qualifying service earned after the effective date (estimated cost of
_74% of payroll); 3) full health coverage would be provided for
retirees age 65 and older and disabled members, retired members 60
years old or older but less than 65 years would be eligible to purchase
full Health care coverage for one half the group rate, and retirees
less than 60 years old could purchase the coverage at the full group
rate (approximate saving of 2.8% of payroll); and 4) no increase Iin

employee contribution. This version of HB 252 would achieve a net
savings of .19% of FY 86 state payroll or approximately $1,033.7 in FY
86.

The second scenario iIs the same as the Tfirst with the following
exceptions:

It would provide for an automatic 50% PRPA for retirees at age 60
through age 64 and an automatic 75% PRPA for retirees age 65 and older
and for disabled members (estimated cost: of 7.1% of payroll); and it
would provide for the increases iIn employee contributions the same as
in HB 252 (estimated cost saving: 1.5% of payroll). This second
version would result in a net cost of .48% of payroll or approximately
$2,611.4 in FY 86.



Honorable Katy Hurley -2- April 12,1985

As 1 stated earlier, these scenarios are simply two examples of versions
of HB 252 which would retain the automatic PRPA and yet keep the cost low
at a time when revenue to the state iIs shrinking. 1 hope that this letter
has provided you with some material fcr further consideration. We will be
happy to provide further information and look forward to working with your
committee on HB 252.

JKH/skd/5

cc: Rebecca Burch
Special Assistant to the Commissioner
Department of Administration

Ski Olsonoski, Deputy Commissioner
Department of Administration



INTRODUCTION OF BILLS (House)

HB 252. (cont'd)

— the lesser of 75 percent of the increase in the cost of living in
the preceding calendar year or nine percent, for recipients who on
July 1 are at least 65 years old and for members receiving
disability benefits;

— the lesser of 50 percent of the increase in the cost of living in
the preceding calendar year or six percent, for recipients who on
July 1 are at least 60 but less than 65 years old; and

— the lesser of 25 percentof the increase in the cost ofliving in
the preceding calendaryear or three percent, for recipients who on
July 1 are at least 55 but less than 60 years old.

If a recipient was not receiving benefits during the entire
preceding calendar year the increase would be adjusted accordingly.
If at the time of first receiving a retirement benefit the member
was receiving a disability benefit the retirement benefit would be
increased by a percentage equal to the total cumulative percentage
increase that has been applied to the member®s disability benefit.
Pension adjustments would be granted when computing occupational
death benefits or survivor®s benefits. The increase in benefits
would be effective July 1 of each year, based on the Anchorage
consumer price index.

Amends section relating to the cost of living allowance (AS
39.35.480) to reflect that person receiving the benefit must be 65
years old or receiving a disability benefit.

Amends section relating to medical benefits (AS 39.35.535) so that
a benefit recipient may elect to receive major medical insurance
coverage. The member must be younger than 55 and must pay an
amount equal to the full monthly group premium for retiree major
medical 1insurance coverage. A person between 55 and 60 must pay
one half of the full monthly group premium, and a disabled member
or person over 60 is not required to make premium payments.

Amends definition of "compensation”™ under AS 39.35 (PERS) to
include employee contributions to the retirement fund (currently
includes cost-of-living differentials, payments for leave that is
actually used by the employee, the amount by which the employee®s
wages are reduced under supplemental employee benefits, and any
amount deferred under an employer-sponsored deferred compensation
plan.

Amends definition of "early retirement™ by raising the age to 55
(now 50).

The changes in the sections listed apply only to members first
hired under the PERS after June 30, 1985:

military service benefits, raising age for normal retirement, early
retirement, normal and early retirement with benefits under

teachers®™ system and legislative system, cost of living benefits
for persons over 65 or who are receiving disability benefits, and



Municipal
Property
Exemptions
(fire
protection)

School
Construction
(state aid)

page 373

INTRODUCTION OF BILLS (House)

HB 252, (cont'd)

sections on medical benefits and changing definition of early
retirement.

Changes in PERS enacted in this bill that require a reduction in
benefits to members of the retirement system apply only to members
who are first hired after June 30, 1983. Other sections of the
bill apply to all members of PERS, regardless of the date of hire.
Act takes effect July 1, 1985.

Introduced March 1 and referred to State Affairs, Finance.

HOUSE BILL NO. 253. by Reps. Koponen, Davis, Larson, M. W.
Miller, Ringstad, Sund, Marrou and Hurley. Would allow a muni—
cipality, by ordinance, to exempt land from a tax for fire
protection service and facilities and may levy the tax only on
improvements, including personal property affixed to the im—
provements.

Amends AS 29.63 (Special Assessments and Service Areas) by adding a
section providing for an optional exemption. The section states:
"If an assessment under this chapter is for a fire protection
facility, a municipality may exempt land and levy the assessment
only on improvements, including personal property affixed to the
improvements.

Provides Act takes effect January 1, 1986.
Introduced March 1 and referred to Community & Regional Affairs.

HOUSE BILL NO. 254. by Reps. Larson, Duncan, Koponen, Davis

and Hurley. Provides for state aid for school construction

for unhoused students. During each fiscal year the state would
be required to give each municipal school district that qualifies
for retirement of school construction debt a portion of those
payments if the Commissioner of Education determines that:

— the project being funded is required to house students who would
otherwise have to be double shifted or would have to be housed in
portable or relocatable buildings, and

— the average of the district"s local contribution for operating
and capital expenses of education over the past three years exceeds
the equivalent of a three mill levy on the full and true value of
taxable real and personal property in the district, as determined
under AS 14.17.140 (Determination of Full and True Value by
Department of Community and Regional Affairs).

If a school construction project meets the requirements and the
district receives state funding as a grant for the project, a
portion of the debt equal to the amount appropriated may be retired
under state aid provisions. The amount to be retired is equal to
80 percent of the payments described in AS 14.11.100(a)(5),
excluding grant payments. Note: that section states that, subject
to certain conditions, the state shall allocate 50 percent of the



Excise Tax on
Cigarettes
(increasing)

Appropriation
(special)
(Nistler Rd.)

Board of Vet
Examiners
(extending)

State Retire-
ment Benefits

page 370

INTRODUCTION CF BILLS (House)

HOUSE BILL NO. 249. by Reps. Adams, M. M. Miller, Binkley,

Hurley and Pourchot. (also see SE 94, pages 114, 303, simi-—

lar) . Would increase the excise tax on cigarettes imported or
acquired in Alaska to five and one-half mills on each cigarette.
The increase would take effect October 1, 1985. The intent is that
the tax be used principally to fund health care and health
education programs.

Health care programs shall consist of those traditionally funded by
the state including nursing, family health, community health grant
and mental health grant programs. Educational programs shall
include promoting health education programs for all grades to
enhance wellness, good nutrition, and physical and mental fitness
and to encourage the avoidance of unnecessary health risks

including smoking and the use of alcohol and other drugs.

Introduced March 1 and referred to Health, Education & Social
Services, Finance.

HOUSE BILL NO. 250, by Rep. Shultz. Makes a special

appropriation in the amount of $915,000 to the Dept, of Trans—
portation for bituminous sulfate treatment of Nistler Road.
Appropriation 1is for a capital project and do not lapse. Act takes
effect immediately.

Introduced March 1 and referred to Transportation, Finance.

HOUSE BILL NO. 251, by the Labor & Commerce Committee. Ex —
tends the Board of Veterinary Examiners to June 30, 1989
(currently set to terminate June 30, 1985). Provides Act takes
effect immediately.

Introduced March 1 and referred to Labor & Commerce, Finance.

HOUSE BILL NO. 252, by Reps. M. M. Miller and Duncan. Makes
changes relating to Public Employees®™ retirement benefits:

Beginning July 1, 1985 peace officer®"s and firemen"s contributions
to retirement would increase to seven percent (now at five
percent), and all other employees would increase to six and a
quarter percent (now at four and a quarter) . The contributions
would bededucted by the employer at the end of each payroll period
and before computation of applicable federal taxes, and would be
treated as employer contributions.

An employee would be entitled to credited service for active
military service if the employee did not receive a dishonorable
discharge "and 1is not entitled to receive benefits from the United
States government for the same service.” (underlined language new -
see HB 234, this report, same subject).

Changes the method for determining indebtedness for prior military
service. The employees compensation is multiplied by the number of
years of military service and this product multiplied by six
percent for members who are first eligible to claim military
service before July 1, 1985, or eight percent for members who are



INTRODUCTION OF BILLS (House)

HB 252. (cont'd)

first eligible to claim this military service on or after July 1,
1985 (currently the compensation is multiplied by six percent, this
product multiplied by the number of years of military service
credited).

Raises the age at which certain employees are eligible to take
their retirement:

— raises age at which a terminated, vested employee, i: a peace
officer or fireman with 20 yearsof creditedservice, >r all other
employees with at least 30 yearsof credited service are eligible
for a normal retirement to age 60 (now 55). Vested, terminated
employees are eligible for earlyretirement benefits at age 55 (now
50) .

— the monthly amount of a retirement benefit for state employees 1is
"...two percent of the average monthly compensation times the years
of service through 1.0 years, plus two and one-quarter percent of
the average monthly compensation times the years of service over 10
years through 20 years, plus two and one-half percent of the
average monthly compensation times the years of credited service
for service over 20 years...."™ (underlined language added).

— an employee 1is eligible for a normal retirement benefit atage 60
(now 55) with at least two years of credited service if the
employee also is eligible for a normal retirement salary underthe
teachers®™ retirement system.

— S - " el Wt cmm) 4 synv 1 *em-cl
— an employee 1is eligible for an early retirement benefit at age 55
(now at age 50) with at least two years of credited service if the
employee also 1is eligible foran early retirementsalary under TRS.

— an employee 1is eligible for a r.ormal retirement benefit at age 60
(now 55) or an early retirement benefit at age 55 (now 50) 1if the
employee has at least 60 days of credited service as a temporary
employee of the legislature during each of five legislative
sessions.

Rewrites the post-retirement pension adjustment law. Under current
law when the administrator determines that the cost of living has
increased and the financial condition of the retirement fund
permits, the benefit payments are increased. The amount of the
increase may not exceed the increase in the cost of living since
the date of retirement, or four percent of the retirement benefit
compounded for each year of retirement. Under the rewrite, as
proposed by this bill:

Once each year the administrator would be required to increase
benefit payments to eligible disabled members and to persons age 55
or older receiving benefits in the preceding calendar year. The
increase in benefit payments applies to total benefit payments
except the cost-of-living allowance. Thp amount of the increase Iis
a percentage of the current benefit equal to:



Position Paper

CS House Bill 252 (State Affairs)

This bill applies only tothe Public Employees®™ Retirement System (PERS).
It would provide for anautomatic,post retirement pension adjustment

(PRPA) and an increased benefit multiplier for covered members. Employee
contributions would be increased and placed on a pre-tax basis effective
January 1, 1986. The bill also contains several other cost containment
provisions which would affect only those members first hired after the
effective date: a partial pay provision for health coverage for
retirees; no geographica® cost of living allowance before age 65; no
military credit if the member is eligible to receive a benefit for the
same service Tfrom the Federal Government and an increase in the normal

retirement age from 55 to 60.

The Department supports this bill because it provides for a more fiscally
responsible funding method for post retirement pension adjustments and
provides for several cost containment provisions which, while still
leaving the PERS one ofthe most generous retirement systems in any
state, provide welcome, net FY 86 savings to the State and Political

Subdivisions.

J._K~rfumphreys, Directory Division of Retirement & Benefits Date

Lisa Rudd, Commissionerj Department of Administration Date



STATE Oh ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

Page 1 of" n

REQUEST FISCAL DETAIL

Bill/Resolution No.: hb 252 Agency Affected: All State Agencies_

Title:"An Act relating to state Program Category Affected:
retirement benefits;..." Labor Services

Sponsor: M.M. Miller BRU, Program or Subprogram”; Affected:

Requestor:

Date of Request:

EXPENDITURES/REVENUES: (Thousands of Dollars)

Ooeratina FY 85 FY 86 Fy 87 Fy 88 hy 89 | FY 90

100 Personal Svcs 60.6 1 1

100 Rtmnt & Bnfts 18,062.3 19,507.3 21,067.9 22,753.3 124,573.6

200 Travel 1

300 Contractual 108.3 1

400 Sudd iies 1.0 J

500 Eauipment 10.0 1

600 Lana A Struct 1

700 Grants, Claims 1

700 TRS Match 1 1

TOTAL OPERATING -0- 18.242.2 19.507.3 21,067.9 22,753.3 124.573.6
CAPITAL
REVENUE

FUNDING:  (Thousands of Dollars)

CENERAL FUND 16.328.3 17,634.6 19,045.4 20.569.0 122,214.5
FEDERAL FUNDS 830.9 897.4 969.2 1,046.7 1 1,130.4
OTHER 1,083.0 975.3 1.053.3 1,137.6 1 1,228.7
TOTAL -0- 18,242_.2 19,507.3 21,067.9 22,753.3 124,573.6
POSITIONS: -0- —o- —0- -0- -0-
FULL-TIME | 1
PART-TIME 1
TEMPORARY 9 1 1

ANALYSIS: (Attach a separate page if necessary)

Prepared By: j.k. H u m p t t r e ~ [/ P Phone: 465-4470
Division: Retirement &"ifenefits Date: 3/21/85

Approved by Commissioner: Lisa Rudd
Agency: Department of Administration

Distribution (by Agency preparing Ffiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) Rev. 7/1/84



IV Analysis:

Page 2 of 3
House Bill 252
Fiscal Note Analysis

Prepared by Division of Retirement & Benefits

Department of Administration

March 21, 1985

This bill applies only to the Public Employees”
Retirement System (PERS). It would provide for an
automatic, Post Retirement Pension Adjustment (PRPA)
and an increased benefit multiplier for covered
members. There 1is a provision for the employer to
withhold employee contributions before taxes rather
than the current after tax contributions. The bill
also contains several cost containment provisions which
would affect only those members Tfirst hired after the
effective date. Those cost containment provisions are:
a partial pay provision for health coverage for
retirees; COLA before age 65; no military credit shall
be granted if the member 1is eligible to receive a
benefit for the same service from the Federal
Government and increasing the normal retirement age
from 55 to 60.

This 1is estimated to result In a 3.32" increase in the
PERS employer contribution rate. The PERS state
salaries for FY 86 are estimated to be 3544,046,592.00
and are estimated to increase at 8% per year.

The state cost of 518,242.2 is calculated as follows:
The change in the PERS employer

contribution rate (3.32%) times
the estimated FY 86 state PERS

salaries (5544,046,592) equals $18,062.3

Plus administrative costs

displayed on the following page 179.9
Total state FY 86 costs $18,242.2

In addition to the State costs above, this would result
in an iIncrease iIn Political Subdivision contributions
as follows:

FY 86 FYy 87 Fy 88 FY 89 FY 90
$14721072 $117318°.6  $157355”°.1  $177925.0 5187365.0

The total present value of the cost of this bill in the
PERS 1is 5159,417,000.00; the bill would cause an 11.2%
decrease in the funding ratio.



House Bill 252
Fiscal Note Analysis
Prepared by Division of Retirement & Benefit
Department of Administration

March 21, 1985

Fy 86 Administrative Costs
Personal Services:

2 Non Permanent Retirement
Technicians for 12 months

Contractual:
Telephone and other
Contractual costs for 2 positions
Contractual costs for enhancing
the PERS.
Supplies:
Supplies for 2 positions
Equipment:

Equipment accommodations for 2
Non-Permanent positions

Total FY 86 Administrative Costs



Alaska Public
Employees Association

State Headquarters: 340 N. Franklin, Juneau, AK 99801 (907) 586-2334

TO: Representative Katie HurJLey, Chairperson
House State Affairs/Committee

FROM: Cherie ShelleyV-
Executive DirWto"t, APEA

SUBJECT: House Bill 252 - Retirement

DATE: April 1, 1985

A guaranteed cost-of-living adjustment for retirees has long been
a legislative priority of APEA and other public employee groups
in Alaska. We have worked with successive legislatures to
develop a bill which will provide Alaska®"s senior citizens with
annual pension adjustments and maintain the financial integrity
of the Public Employees®™ Retirement System.

House Bill 252 1is the result of this long-standing effort. The
bill contains significant cost saving provisions including:

EMPLOYEE CONTRIBUTIONS - The amount of employee
contributions will be increased by two percent. Each peace
officer and firefighter will contribute seven percent and
every other employee will contribute six and one-quarter
percent of compensation. Contributions will be deducted
from employee compensation before computation of applicable
federal taxes and the contributions will be picked up by the
employer under 26 U.S.C. 414 (h)(2). This will have little
impact on the take home pay of most employees.

NORMAL RETIREMENT AGE - The bill will 1increase the normal
retirement age from 55 to 60 years with at least five years
of credited service. This provision will apply only to
members Tfirst hired after June 30, 1985.

MEDICAL BENEFITS - The bill will require retirees under the
age of 60 who are not disabled to pay either all or a portion
of the monthly premium for major medical 1insurance cove.age.
A retiree who 1is younger than 55 years must pay the full

monthly premium. A retiree who 1is at least 55 years of age
Fairbanks Field Office Anchorage Field Office Juneau Field Office
825-D College Road 833 Gambeli Street, Suite A 227 4th Street
Fairbanks, AK 99701 Anchorage, AK 99501 Juneau, AK 99801

Telephone: (907)456-5412 Telephone: (907) 274-1688 Telephone: (907) 586-6305



but is less than 60 years must pay one-half the monthly
premium. Disabled members or retirees 60 years of age or
older will not be required to make premium payments.

The increase in employee contributions, 1increase in early and
normal retirement ages, and payment of medical premiums will
provide substantial savings to the system which will allow these
benefit increases:

POST RETIREMENT PENSION ADJUSTMENT - Once each year the
administrator will increase benefit payments to eligible
disabled members and persons age 55 or older receiving
benefits under the Public Employees®™ Retirement System in
the preceeding calendar year.

Recipients who are at least 65 years old and members
receiving disability benefits will receive the lesser of 75
percent of the increase 1in the cost of living or nine

percent. Recipients who are at least 60 but less than 65
years old will receive the lesser of 50 percent of the
increase in the cost of living or six percent. Recipients

who are at least 55 but less than 60 years old will receive
the lesser of 25 percent of the increase in the cost of
living or three percent.

The post retirement pension adjustment is effective July 1
of each year and is based on the percentage 1increase in the
consumer price index for urban wage earners and clerical
workers for Anchorage, Alaska during the previous calendar
year.

BENEFIT CALCULATION - The monthly amount of a retirement
benefit for a peace officer or firefighter will remain
unchanged.

For all other employees, the monthly retirement benefit
would be (1) two percent of the average monthly compensation
multiplied by the years of credited service through ten
years; plus (2) two and one-quarter percent of the average
monthly compensation multiplied by the years of service 1in
excess of ten years through twenty; plus (3) two and
one-half percent of the average monthly compensation
multiplied by the years of service in excess of twenty
years. An actuarial adjustment would be made for an early
retirement benefit.

This legislation will permit cost of living adjustments funded by
increased employee contributions and cost saving changes. The
Alaska Public Employees Association supports this bill and urges
the committee to consider it favorably.



Alaska Public
Employees Association

State Headquzriers: 340 N. Franklin, Juneau, AK 99801 (907) 586-2334

March 8, 1985

Representative Katie Hurley, Chairperson
House State Affairs Committee

Pouch V

Juneau, AK 99811

Dear Representative Hurley:
Currently there are two bills that have been referred to your
committee that are of concern to our members. The bills in

question are HB 252 and HB 10.

One of the provisions of HB 252 1is to increase the benefit for

retirees. APEA has supported this concept for a number of years
through various pieces of retirement legislation that have not
seen the light of the House floor. We do know from our members

wno have retired and now belong to the senior citizens group that
an increase in the benefit formula would be a real boon and would
help alleviate some of the economic pressures that they face.

HB 10 would increase the employee/employer contributions to the
Supplemental Annuity Plan under the SBS program. This would allow
our state employees a more efficient use of deferred comp plans
and afford them the tax shelters that are so readily available in
the private sector.

Because these two pieces of legislation are high on the priority
list of our members, 1 respectfully request that committee hearing
dates are scheduled 1in the very near future.

Thank you.

Sincerely,

Cherie Shelley
Executive Director

CS/kb
Fairbanks Field Office Anchorage Field Office Juneau Field Office
825-0 College Road 833 Gambell Street, Suite A 227 4th Street
Fairbanks, AK 99701 Anchorage, AK 99501 Juneau, AK 99801

Telephone: (907) 456-5412 Telephone: (907) 274-168,, Telephone: (907) 586-6305
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House Judiciary Committee Juneau, Alaska 99811
MEMO: March 29, 1985 (907) 465-4990
T0: Hon. Katie Hurley

Chairwoman, House State Affairs Committee
FROM: "hegp. M. Mike Millein

RE: HB 252/relating to state retirement benefits

This bill would provide for an automatice funded Post Retirement Pension
Adjustment (PRPA) mechanism in the Public Employees®™ Retirement System (PERS).

The purpose of the legislation would be to provide an annual PRPA based
on inflationary increases in the Alaska cost of living, in place of the existing
situation, which is an adhoc system based on legislative whim. Under the existing
situation, retirees oftenwait years for the legislature to provide for a cost-
of-living adjustment to their pensions, during which time inflation may wreak
havoc with their financial security.

In an effort to reduce fiscal impact to an acceptable level, this proposal
contains significant cost containment features - increasing retirement age,
restricting the Alaska Cost of Living Allowance (COLA) to older retirees (those
over age 65), providng for some payment of health costs by younger retirees -
which substantially offset the costs of the PRPA and benefit formula improvements.
Further cost reduction is acheived by increasing employee contributions and
providing for employer "pick-up"” of these contributions - that is, taking
contributions before, instead of after, taxes so contributions to the system
can be increased with no decrease in the average employee®s take-home pay.

There would be a fiscal impact to the state under thisbill. 1 know what
this was calculated to bewhen a similar proposal was under discussion in the
Thirteenth Legislature, but 1 am not sure what the existing fiscal note will
tell us.

Attached you will find a section analysis of HB 252. Other information
will be provided by the division of retirement and benefits, and by ABEA.



HB 252
SECTION ANALYSIS

This bill would provide for an annual post-retirement
pension adjustment (PRPA) for public employees who are
members of the Public Employee Retirement System (PERS).

SECTION 1: increase the contribution rates for peace
officers and firefighters, and for all other employees who
are members of PERS. The section provides for the employer
to deduct contributions at the end of each payroll period,
prior to computation of federal payroll taxes. The section
also provides for the employer to "pick up" the
contribution. These two changes benefit the employee under
the federal tax code, leaving most employees®™ net income
substantially unchanged.

The change would improve cash flow for the system while
providing deferred contributions from the employees.

SECTION 2: prevents PERS members from receiving PERS credit
for military service for which they are also eligible to
receive benefits from the federal government (prevents
"double dipping")

SECTION 3: revises the formula by which federal service is
credited as a result of changes made in Section 2.

SECTION 4: increases the age from 55 to 60 at which a
terminated employee with five years credited service is
eligible to receive normal retirement benefits.

SECTION 5: increases the age from 50 to 55 at which a
terminated employee with five years credited service is
eligible to receive early retirement benefits.

SECTION 6: amends the PERS benefit formula multiplier from
two percent per year of service throughout the period of
employment to a new multiplier based on two percent for the
first ten years of employment, two-and-one quarter percent
(2%%) for service from 11 to 20 years, and two-and-one-half
percent (Z{ﬂo for service beyond 20 years.



(HB 252/SECTION ANALYSIS)
page 2

SECTION 7: increases by five years, from 55 to 60, the
minimum age at which an enployee becomes eligible for normal
retirement benefits if the enployee has at least two years
credited service, if the employee also is eligible to
receive a normal retirement benefit under the Teachers
Retirement System (TRS). "rofo.., Sj

SECTION 8: increases by five years (from 50 to 55) the
minimum age at which an enployee becomes eligible for an
early retirement benefit, if also eligible to receive an
early retirement salary under TRS.

SECTION 9: increases by five years the age at which a
temporary legislative enployee may receive a normal
retirement salary (from 55 to 60) or an early retirement
benefit (from 50 to 55).

SECTION 10: provides a formula for annual post-retirement
pension adjustment for disabled members and retirees under
PERS. The PRPA would be calculated at:

— for recipients age 65 or older, the lesser of 75
percent of the increase in the cost of living in the
preceding calendar year or nine percent;

— for recipients at least 60 years of age but less
than 65, the lesser of 50 percent of the increase in the
cost of living in the preceding calendar year or six percent;

— for recipients at least 55 but less than 60, the
lesser of 25 percent of the cost of living in the preceding
calendar year or three percent.

It also provides for computation of benefits for those
not receiving benefits during all of the preceding year, and
for those moving from disability benefits to retirement
benefits; and for occupational death benefits or survivor
benefits.

The cost of living factor is to be based on the consumer
price index for urban wage earners and clerical workers for
Anchorage, as determined by the U.S. Department of Labor,
Bureau of Labor Statistics.

SECTION 11: limits Alaska cost-of-living allowance (COLA)
currently paid to all PERS benefit recipients who reside in
Alaska (regardless of retirement age) to those who are
disabled or are age 65 or older and who reside in Alaska.

SECTION 12: amends the major medical benefits program to
provide for a three-tiered health payment plan. Under this
provision, members under age 55 would pay the entire major
medical insurance premium; those between 55 and 60 would pay
one-half of the premium; those over age 65 would not be
required to pay a premium.



(HB 252/SECTION ANALYSIS)
Page 3

SECTION 13: amends the definition of "compensation™ to
include the enployer-"picked up™ contributions under Sec. 1
of this bill.

SECTION 14: amends the definition of "early retirement” to
increase the age of eligibility from 50 to 55.

SECTION 15: Provides that sections of this bill which reduce
or take away benefits, in conformance with the doctrine
established in the court case Hoffbeck v. Harmond, apply
only to those employees hired after this legislation takes
effect. Other sections apply to all existing PERS members as
well as future hires.

SECTION 16: Effective date - July 1, 1985 assuming passage
of the bill during the first session of the Fourteenth
Legislature.

There is a fiscal note for the bill.
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i i Stale Capitol
House Judiciary Committee Juneau. Alaska 9811
MEMO: March 14, 1985 (907) 465-4990
T0: Hon. Katie Hurley

Chairwoman, State Affairs Committee
FROM: Rep. M. Mike Miller Mar i 195

RE: HB 10/re: Voluntary contributions to SBS
HB 252/re: PERS: Retirement age; benefits amendments
Request for hearings

I would appreciate the timely scheduling of the above-referenced bills
for a hearing by the State Affairs Committee.

HB 10 is a relatively simple bill that would allow public employees to
make voluntary contributions to the supplemental benefits system; there would
be no fiscal impact.

HB 252 is.broader in scope, and does have fiscal impact. The bill would
provide for an annual cost-of-living adjustment to retirees under PERS instead
of the existing ad hoc adjustments made at the whim of the legislature. The
bill would put the adjustment on a sound actuarial basis, partly with funding
by the state, and partly through increased contributions by employees and an
increase in the retirement age eligibility for most state workers (future hires).

Bob Speed of my staff is following these two bills, and can provide information,
as can Cherie Shelley of APEA. Please feel free to discuss this request with
me at your convenience.



P.0. Box 89036
Anchorage, Alaska 99508
March 7, 1985

iR S e

Juneau, Ala”a 99811 V
MAR 1 1 iggs

Dear Representative Hurley g
r

I submit the following comments to House Bill 252 concerning
state retirement benefits.

Section 2. concernincr credit for military service. | sup—
port this amendment and have done so since double benefits
for military service were first permitted.

Section 6. concerninc a retroactive increase in retire—
ment benefits for current employees. (Amendments do not
benefit retirees unless expressly stated in the amend—
ment. AS 39.35.577)

I disagree with current employees receiving a retroactive
increase in benefits for vears of service that the retirees
vrere also employees. The retirees have made the same retire,
ment contributions V those past vears as the current
employees have. T cost of the increased benefits to
current employees will come from either the existing PERS
resources or from additional state funding. If the state
has funds available for retoractive benefits, then those
funds should be used to benefit both retirees and employees.
In no case should the PERS reserves be used to fund retro—
active benefits that are not granted equally to both
retirees and employees.

Funding benefits for employees and not retirees 1impacts the
state resources that are available to retirees, because

the employee®s benefits consume all of the available money
leaving nothinc: to correct the retirees”™ problems that are
caused, by inflation and other factors. An example 1is the
recent adjustment made bv the Department of Administration
whereby the medical benefits deductible was chancred from
$50 to $100. There are 3000 retirees, so the maximum
savings to be made is approximately $150,000. Yet the
state is willing to spend money to fund retroactive benefits
for current employees.

Benefits for current employees are frequently the subject
of APEA negotiations with the state and there may have
been trade-offs for the medical deduction Increase, but
the retirees got no trade-off. The retirees got only the
increased expense. The retirees have no representation
nor are we in the position to negotiate. Our only repre—
sentation at the "bargaining "table"™ 1is by our elected
legislators.
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The fair solutions are either to grant the retroactive
service credit to retirees or to eliminate the retro—
active service credit for e ;ees and, 1nstead, apply

the benefit formula only to service after the effective
date of the Act. Either program should be easy to admini—
ster in this day of computers.

Section 10. concerning the oost-retirement pension
adjustment (PRPA). The present PRPA "s a maximum of

k# when approved by the Department of Administration
and when the financial condition of the retirement fund
permits.

According to the Division of Retirement and Benefits,
retirees would continue to benefit from any "ad hoc"
PRPA®"s which might be granted under the old law if that
were more to their advantage. However, the financial
condition of the retirement fund could be impaired by
retroactive benefits granted to current employees so
that the PRPA cannot be granted to the current retirees.

The PRPA amendments proposed by HB 25? are skewed to
future retirees who are already 65 or older when the
consumer price index (CPI) increase 1is at least 5 1/3#*
Those future retirees under 65 will be worse off unless
the CPI increase is 8% or more and retirees between

55 and 60 will be worse off regardless of how high the
CPl1 goes. The Division of Retirement and Benefits says
that this is intended because the younger retirees have
more options available with x*hich to make uu their
losses to inflation. However, under the proposed law,
if an employee retires at 55 and the annual CPl Increase
is 6#, th=t retiree xiill be 19# behind the cost of living
at aee 60; 3<# behind at 65; and #A0# behind at 7°
During those 20 years, that retiree will have had to
supplement his retirement benefits with an additional
$11§0 for each $100 of retirement benefits at acre 55

in order to maintain the original standard of living.

Under the present PRPA, that same retiree will be 9%
behind at 60; 17# behind at 65; and behind at 75
and x"ill have had to supplement the benefit with $799
during the 20 years. And, the present la<? does permit
some catch-up for years when the CPl 1increase 1is less
than U#.

As admirable as the proposed PRPA for the older retirees
might appear, the only wav an employee can maintain a
semblance of parity wi*"h the cost-of-living iIs to never
retire! Current employees benefit from cost-of-living
Iincreases in their salaries which are then the basis

for calculating their retirement benefits. But the
minute the emolovee retires, he begins to fall behind
the oower curve of inflation. But if the present PRPA
or the proposed PRPA are beneficial, then perhaps
similar cost-of-living adjustments should be applied

to current employees.



In any case, | believe that all retirees should receive
the same PRPA. We all contributed to PERS with the
expectation of receiving benefits based on the same
formula.

No one anticipated the high rate of 1inflation that has
occurred since 1968. Based on previous experience, the
state established the 4# PRPA which was thought to be
adequate to maintain parity for retirees. The state
presently manages to keep up with the CPI in its em—
ployees® salaries, so it seems that it should be able
to keep up with the CPI in its retirees” benefits and
not expect the retirees to adjust to a 75#. 50# or 25#
shortfall.

But, 1f the state can"t afford to fund a PRPA that
maintains parity with the CPl for retirees, or it

can"t afford to retroactively Increase benefits to
retirees, or it can"t afford a $50 deductible health
insurance for retirees, then i1t can"t afford to retro—
actively Increase the retirement benefits of employees.

Sincerely,”..,

Tom E. Main
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Introduced: 3/4/85 N
Referred: State Affairs
and Finance
BY CLOCKSIN, POURCHOT, COLLINS,
DUNCAN, GOLL, GRUENBERG, HURLEY,
KOPONEN, M.M. MILLER, PEARCE,
IN THE HOUSE SUND AND UEHLING
HOUSE BILL NO. 262
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to child <care centers in state
buildings; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND INTENT. (a) The legislature finds that it
is in the public interest to foster the productivity of Alaska workers and
to encourage and assist Alaska parents to further their own formal educa-—
tion. The achievement of these goals will be served by establishing facil—
ities for quality child care services in or near the workplace and on the
campuses of the University of Alaska and the state™ community colleges.
To that end, this Act provides for the creation of privately operated child
care centers in state buildings.

(b) It is the intent of the legislature to encourage private employ—
ers to provide adequate child care facilities for their employees.

* Sec. 2. AS 35.10.010 1is amended to read:

Sec. 35.10.010. STANDARD PLANS AND SPECIFICATIONS AND LIMITATION
ON COST. The department shall prepare and adopt plans and specifica—
tions and determine standards for the construction of -each public
work . Each public work shall be limited in cost to the amount of the
appropriation made for that purpose. The plans and specifications may
be amended from time to time as the department considers advisable®
except that plans for a child care center under AS 35.10.021 may not
be deleted or substantially altered. This section does not apply to

the construction of school buildings in incorporated cities, unless

the construction is done in whole or in part with state funds, or to

-1- HB 262
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the construction of school

less than $2,000.

* Sec. 3.

Sec. 35.10

or major renovation of a building owned or

AS 35.10

.021. CHILD CARE CENTERS

IN STATE BUILDINGS.

planning the construction,

determine the need for a child care

determination shall

€))

who work 1in the

other

&)

school functions

€))

center i

the child care ntjds of public

leased by the

buildings when the construction amounts to

is amended by adding a new section to read:

(a) Jffee-

expansion,

sta*-" shall

n the building. The

be based on an assessment of

and private

building or in neighboring buildings;

employees

the child care needs of students who attend classes or

the availability

in the building or

in neighboring buildings;

of licensed child care centers located

within a convenient distance from the building.

() If it

care center is

state,

of the building shall

buildi

buildi

then (1) plans for construction,

is determined under

needed in a building that

(a) of this section that

ng; and (2) a child care cent>r shall

ng. The child care center shall

meet state health, safety, and

space

determined to be needed and

(c) The person or agency responsible for

in a buil

licensing requi

is owned or lease
expansion, or major

include plans for a child care cente

be establishe

be designed to meet

rements.

assigning o

a child
d by the
renovation
r in the
d in the

and shall

r leasing

ding in which a child care center under this section is

contract for the lease of space

is required to be

located shall

in the building on a compet

basis to a private licensed child

operation of the child care center.

care services provider

The bid

requests shal

award a
itive bid
for the

I specify

that the child care center must (1) comply with state health, safety,

and
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appropriate to the ages of the children enrolled in the ~center; 3)
maintain a staff-to-child ratio thatpermits proper supervision of the
children enrolled in the center; and (4) allow and encourage parental
involvement 1in the center®s activities, including unannounced visits
by parents. The bid requests shall specify and the lease shall
provide that the space for the child care center be rented at a rate
equal to the average cost per square foot of space leased by child
care providers in the community in which the building 1is located as
determined by the person or agency responsible for assigning or
leasing the space.

(d) Use of a child care center in a building owned or leased by
the state is open to the public, subject to state health, safety, and
licensing requirements. However, preference may be made for the child
care needs of the public and private employees working in or near the
building.

(e) The requirements of (a) and (b) of this section do not apply *
to a building leased by the state under a pre-built lease prf f S % JkK
for renovations for the state if the building cannot meet orLbeC E;§-X
ovated to meet the indoor and outdoor space requirements for a «child
care center that are established wunder regulations adopted by the
Department of Health and Social Services.

(f) The Department of Administration may adopt vregulations to
implement the provisions of this section.

(g) In this section

(¢D) "building”™ means a building in which the space occupied
by state employees 1is used primarily for administrative, clerical,
educational, or executive functions;

(2) "leased"” means leased under a pre-built lease with

provisions for renovations for the state or wunder a lease for a

-3- HB 262
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building to be built according to state specifications, but
does not include the renewal of existing leases.

* Sec. 4. This Act takes effect immediately in accordance with

10.070(c).-

"leased

AS 01.
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HB 267

Note Analysis

of General Services & Supply
of Administration

Fiscal
Prepared by Division
Department

Space Reouirements:

35
x 1.40

49

X 50
2,450
+ 800

3,250

3,250 square
month

75

X 50
3,750

3,750 souare
per month.
8,125

+ 375
8,500

102,000
5.000
5.000

97,500

388.250

- 51,000
337.250
-276,250

61,000

Square feet inside space per child

40% circulation, bathroom facilities, kitchen, other common
area

Square feet of inside space per child

Children

Square feet

Square feet (one adult per each six children at 100 square feet
per adult)

Total square *eet inside space for a 50-child facility

feet x $2.50 (estimate cost per square foot) - $8,125.00 per

Square feet of outside space per child
Children
Total square feet outside space for a 50-child facility

feet (outside) x $.10 (estimate cost per souare foot) = $375.00
Per month inside space
Per month outside space
Per month total x 12 months - $102,000.00 annual space cost per

50-child facility in a State leased facility

Annual space cost

Implementation study per facility

Cost to write regulations

3,250 square feet x 2.50 (estimate cost per square feet) x 12
months (cost of new leased office space if child care facility
is placed in a fully occupied State-owned building, displacing
State personnel”.

Gross cost to implement one child care center in a State-owned
facility including 178,750 Renovation costs (per Department of
Transportation and Public Facilities estimate)

Private operator™s estimated current space costs per50-child
facility
Net cost, to
building
Cost avoidance

implement one child care center in a State-owned

if no State personnel are displaced and child

care center 1is placed in leased space
Net cost to implement one child care center in a State-leased
building

2/11D1/0226-05/3
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Based on the recent history of State space renovations and/or consolidations,
we estimate that child care facilities would be implemented at the rate of one
every tv/o years.

Explanation cf costs FY 86 through FY PC at an implementation rate of one
50-child day care center every two years in a State-leased facility.

FY 86 51,000 Subsidy cost of leased space firstchild care center
5.000 Implementation study per facility
+ 5,000 Cost to write reaulations
61.000 Total*

FYy 87 51,000 Subsidy cost of leased space firstchild care center
continued
Fy 88 51,000 Subsidy cost of leased space firstchild care center
continued
5.000 Implementation study for second facility

+ 51,000 Subsidy cost of leased space second child care facility
107.000 Total

Fy 89 102,000 Subsidy cost of leased space first and second child care
centers continued
FY 90 102,000 Subsidy cost of leased space firstand second child care
centers continued
5.000 Implementation study for third facility

51.000 Subsidy cost of leased space third child care center
158.000 Total

The subsidy costs of leased space are based on the difference in cost of

lea: .d office space versus the estimated cost of leased child care facility
space. For the purpose of this analysis, office space is valued at S2.50 per
square foot and child care facility space is valued at $1.25 per square foot.

Department of Transportation and Public Faciti lities has advised us that the
additional cost to add a day care center on to a new State facility being
constructed by the State, would cost appoximately $563,000. !

*This does not include the funding the Department of Transportation and Public

Facilities would require to prepare the standard plans and specifications
required by the bill.

2/UD1/70226-0574



Original sponsors: Clocksls, Fourchot,
Collir.3, et al

IN THE HOUSE 3T TliE STATE AFFAIRS COMMITTEE
CS FOR HOUSE BILL 30. 262 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIXST SESSION
A BILL
For an Act entitled: MAn Act relating to child care centers in 3tat«
buildingsj and providing for an effective date.””
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND INTENT. (a) The legislature finds that it
i3 in the public interest to £o3ter the productivity of Alaska workers and
toencourage and assist Alaska parents to further their own foraal educa—
tion. Theachievement of these goals will be served by establishing facil—
ities for quality child care services in or near the workplace and on the
canrpuses of the Jiiitversity of Alaska and the state ™ community colleges.
To that end, this Act provides for the creation of privately operated child
care centers 1ia certain state buildings.

(b) It is the intent of the legislature to encourage private employ—
ers to provide adequate child care facilities for their employees.

* Sec. 2. AS 35.10.010 is amended to read:

Sec. 35.10.010. STANDARD PLANS AND SPECIFICATIONS AND LIMITATION
ON COST. The department shall prepare and adopt plans and specifica—
tions and determine standards for the construction of each public
work. Each public work shall be limited in cost to the amount of the
appropriation made for that purpose. The plans and specifications may
be amended from time to time as the department considers advisable”
except that plans for a child care center under AS 35.10.021 may not
be delatad or substantially altered. This section doe9 not apply to
the construction of school buildings 1In 1incorporated cities, unless
the construction 1is done in whole or in part with state funds, or to

-1- CSEB 262 (SA)



the construction of school buildings when the construction anount3 to
less than 32r000.
+ Sec. 3. AS 35.10 is amended by adding a new section to read:

Sec. 35.10.021. CHILD CARE CENTERS IN STATS BUILDINGS. (a) A
person or agency, when planning the construction, expansion, or major
renovation of a building owned or leased by the state, shall determine
the need for a child care center In the building. The determination
3hall be based on an assessment of

(1) the child care needs of public and private employees
who work in the building or in neighboring buildings;

(2) the child care needs of student3 who attend classes or
other school functions in the building or in neighboring buildings;

(3) the availability of licensed child care centers located
within a convenient distance from the building.

(b) If it 13 determined under (a) of this section that a
care center is needed in .1 building that is owned or leased by the
state, then (1) plans for construction, expansion, Or major renovation
of the building 3hall include plana for a child care center 1in the
building; and (2) a child care center shall be established 1in the
building. The child cere center shall be designed to meet and shall
meet state health, safety, and licensing requirements.

<c) The person or agency responsible for assigning or leasing
space i1n a building in which a child care canter under this section 1is
determined to be needed and is required to be located 3hall award a
contract for the lease of space in the building on a competitive bid
basis to a private licensed child care services provider for the
operation of the child care center. The bid requests shall specify
that the child care center must (1) comply with state health, safety,

and licensing requirements; (2) provide learning activities

CETH3 262(SA) 2-
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appropriate co Che ages of Che children enrolled in the center* (3)
maintain a staff-to-child ratio that permits proper supervision of the
children enrolled in the center* and (4) allow and encourage parental
involvement in the center®s activities, 1including unannounced visit3
by parents. The bid requests 3hall specify and the lease shall pro-—
vide that the space for rhe child care center be ranted at a rate
equal to the average coat per square foot of space leased by child
care providers 1in the community in which the building is located ao
determiner®™™ by the person or agency responsible for assigning or leas—
ing the space.

(d) Use of a child cars center in a building owned or leased by
the state is open to the public, subject to atate health, safety, and
licensing requirements. However, preference may be made for the child
care needs of the public and private employees working 1in or near the
building.

(e) The requirements of (a) and (b) ox this section do not apply
to a building leased by the state under a pre-built lease providing
for renovations for the state if the building cannot meet or reason—
ably be renovated Co meet the indoor and outdoor space requirements
for a child care canter that are established under regulations adopted
by the Department of Health, and Social Services.

() The Department of Administration may adopt regulations to
implement the provisions of this section.

(9) In this section

(1) "building™ means a building in which the apace occupied
by state employees 1is wused primarily for administrative, clerical,
educational, or executive functions*

(2) "leaned” means leased under a pre-built Jlease with

provisions for renovations for the 3tfte or under a lease for a

-3- CSHB 262 (SA)
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building to be built according to state specifications, but ™eased”
does not include the renews! of existing leases.
* Sec. A. This Act applies only to
(1) buildings for which construction, expansion, Oor major reno-—
vation plans are developed on or after the effective date of this Act* and
(2) buildings for which construction, expansion, Or major reno—
vation plans have been developed, but the construction, expansion, or major
renovation of which has not begun before the effective date of this Act.

* Sec. 5. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

CSHB 262 (SA) CA-
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Position Paper, HB 252
March 26, 1985

Page Two

0 reduction 1in turn over; and
0 ease of recruiting new employees.

In Alaska, the number of employers involved in support of
on-site child care 1is growing:

0 Providence Hospital built a $2.1 million Child Development
Center with 146 <child care spaces for itsl employees and
operates 18 hours a day, 365 days per year. “Current child
care charges are $335 for a preschool child;

0 Ketchikan General Hospital renovated existing space for a
43-space center, operates 16 hours daily and charges $265;

0 Fort Wainwright has just completed a $2.5 million, 100
child care space facility for its soldier parent children.
The <center currently has a waiting list of 200 children,
and it 1is anticipated another center will be built. The
current charges are $285 a month for a preschool child;

0 The Kodiak Coast Guard base 1is in the final stages of
planning for its new child care center for 1its" employees;

0 Tanaina is a 60 space child development center for children
of staff and students at the University of Alaska.,
Anchorage and Anchorage Community College. The current
charges are $360 for a preschool child.

During the past year our staff has consulted with businesses,
employee groups and community college personnel and support

groups relating to on-site child care. In some instances,
near-site space was available and would meet the needs of
working parents. In other instances other options, such as
voucher programs have been instituted by the -employer. And

there are times both the employer and the employees agree that
on-site care 1is the most desirable model.

Dr. Dana Friedman, Conference Board, and a leading authority on
corporate child care states that "government has a role as

educator, broker, facilitator and role model™. House Bill 262
would see State government as role model. Dr. Friedman will be
in Alaska on April 11th with Harold Heinze, President of ARCO,
Alaska, 1Inc., will address these 1issues for corporate executive
officers.

States which currently provide on-site child care are:
Washington, California, New York, and Missouri. Other states
are surveying employer needs to determine potential use, as has
the State of Alaska in its Juneau survey.
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ANALYSIS - HB 262

Program Description

The ~ state would place child care centerswithin state owned and leased
bU||d|n(t;,s, when it is determined that the facility would "foster the
produc IVIIB/" and assist in furthering the formal education of the Alaska
worker. Preference, towards the use of the facility, would be granted to
the workers in or near the building.

Program Implementation

The program as proposed would consjst of a five year program which would
produce = facilities capable of servicing 1260 full time™ children.  The
composition of the day care facilities statewide would be a mix of hoth leased
and owned facilities. ~ Assumptions (1|V|ng rise to the fiscal note exDenditures
and program implementation are as follows:

(1) It is assumed that all state owned buildings and anv planned or not yet
leased building would be subject to Sec. 35 10.021. This would make
the program available to nearly all communities statewide.

(2) A five year implementation period is needed to effect changes statewide
in-an orderly fashion.

(3) Children at the ratio of 14 per 100 employees are expected to
participate with an employment base of 9,000.

(4)  Minimum statewide facility size shall be 68.3 square feet perchild.

(5) Statewide construction costs would be $60.64/sq. ft. 9985 dollars) and
inflated 4% per year until constructed. Such costs are based on
providing 755 of <all facilities through lease agreements (requiring an
average “upgrade of $20.00/sq. ft.)” and 25% of all facilities by~ new
construction” at $150.00/sg. ft.

(6) Lease costs as provided in line 300 of the operatin budgiet reflect costs
originated in the Fiscal Note pertainingto SB 165 dated 2/25/85 and

prepared by Division of General Services and Supply, Department of
Administration.



Dap'h of Transportation & Publ

BILL n o = HB 262 approved: Ur JXKnap?”

Cenmiissioner
TITLE: An act relating to child care centers DATE March 14. 1985

in state buildings

Recommendation:

It is recommended that the scope of the legislation be revised to implement a
smaller one year pilot program that could be used to establish three day care
centers.. Such an option could  provide information which would “eixher
substantiate or repute the assumptions contained within the legislation. This
would be similar in scale to the program budgeted in the Fiscal Mote for SB

165.

Comments:

(1) Initial costs of a one year pilot program could be accomplished for
approximately $350,000 which would orovide day care in thefollowing

manner:

(@) Urban 30 child facility - lease cost $61,000/yr (as per Fiscal Note,
SB 165). Remodel costs $65,000.

(b) Suburban 15 child facility - new construction $146,000.
(c) Bush 5child facility - new construction $78,000.

(2) Terminology changes with HB 262

(@ The terminology "or its delegated authority” shouldbe included
after the‘words "The department™, line 21, page 1

(b) The terminology "of Administration" should be deletedfrom line 22,
page 3. *

f,,r 4Tor fnrma”,nn ptH SMS-III FI7~irrliUn.nr sf /IE(X_"30nn
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POUCHY STATE CAPITOL
TCH  ILddDGlLATQDIS
907 465 3800

LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM March 22, 1985
SUBJECT: Sectional analysis of HB 262
TO: Representative Don Clocksin
FROM: Edward H. Hein

Legislative Counsel

Section 1 states the legislative findings and intent relat-
ing to the need for child care centers in state buildings.

Section 2 provides that Department of Transportation and
Public Facilities may not delete or substantially alter
plans for a child care center in a state building.

Section 3 requires that any person or agency that plans con-
struction, expansion or major renovation of a state building
determine whether there is a need for a child care center 1in
the building. IfT there is such a need, the construction,
etc. plans must include plans for a child care center and a
center must in fact be established in the building. The
center must be designed to and must actually meet state
health, safety, and licensing requirements. The center will
be leased to a private licensed child care services provider
on a competitive bid basis. The bid requests must specify
that the center must comply with health, safety and licens—
ing requirements; must provide learning ac ivities; must
maintain certain staff-to-child ratios; and must allow
parental involvement. The lease shall be at an average rate
for child care center"s in the community. Use of the center
is open to the public, but there may be a preference for
employees in or near the building. A state building need
not have or plan for a child care center if the building 1is
leased by the state under a pre-built lease and the building
cannot meet or be renovated to meet the state®s space
requirements for a center.

EHH:csh
c3/060



FVXPER/Department d Health & Social Services

POSITION

POSITION PAPER

HOUSE BILL 262

For an Act entitled: "An Act relating to child care centers in state
buildings; and providing for an effective date."

As the agency with primary vresponsibility for child protection, the
Department of Health and Social Services views safe and adequate child
care as a critical measure to prevent child abuse and neglect. The
department supports House Bill 262 which provides for child care centers
in state buildings.

The Department of Health and Social Services is 1impacted in that it has
the responsibility to license all child® care facilities. It will be
important that the department be consulted early in the planning process
to ensure that child care center plans meet all applicable [licensing
requirements 1including fire safety, sanitation, staffing, and program
requirements. These requirements must be met before the center begins
operation. The responsibility to provide technical assistance to .new
programs is already within the scope of the department®s responsibili—
ties and activities.

With 19,300 employees, the State of Alaska, including the university
system, is the largest employer in the state. As such it 1is most
appropriate that the state act as a model to encourage private employers
to provide adequate child care facilities for their emDloyees. There is
a demonstrated need for additional child care facilities; there are cost
benefits in terms of employee job satisfaction, productivity, and
reduced employee absences and turnover; and finally there are benefits to
family relationships in providing opportunity for parents to be near their
children.

The division supports this bill but would also suggest adding a provision
to the bill that would allow the state to contract for a satellite system

of family child care homes. This concept would extend child care in
certain locations where there may not be sufficient need to establish a
center. It could also be used where parents prefer a home setting

especially for infants and for school age children. A satellite system of
family child care homes could meet the child care needs of such employees
with provision for a central operator®"s office provided either in the
state building or contracted through a nearby center or other social

service organization. A satellite system of licensed family child care
homes could beoperated where there 1is insufficient need for an on-site
child care center. It could also be operated in conjunction with the

on-site child care center.

There would be benefits to the private home providers in cost sharing,
supportive services, and referral; and there would be benefits in meeting
the needs of parents whose school age children need child care but where
it is not feasible to transport the school age child to an on-site center.



POS| ron FA\PER/Department d Health & Social Services

Position Paper
House Bill 262
Page 2

The department believes that such a system would serve as an enhancement
to a child care center and provide a form of employer assisted child care
in areas where a center is not feasible, and therefore has consulted with
the Department of Administration and gained concurrence that mechanisms
for such systems could be accommodated in regulations. There would be no
additional department fiscal 1impact to accommodate a satellite family
child care home concept. Application for [licensure of homes would be
handled as it 1is currently handled, and the department would have the
additional support of a central operator in supervising those homes.

To summarize, the department supports this bill and the concept it
promotes with the recommendation that the bill be revised to provide for
satellite home systems as an additional method to meet employees™ child
care needs. The department would be available to provide consultation
regarding an amendment if requested.

Division of Family
,and Youth Services

APPROVED:
Joti R. Pugh, CoiWssi oner
[apartment of Health
and Social Services
DATE: ajjTj& G - -
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icrp ’ W BILL SHEFFIELD, GOVERNOR
Ltd| REPLY TO:
1031 IV 4th A VENUE
DEPARTMENT OF LAW SUITE 200
ANCHORAGE. ALASKA 99501
OFFICE OF THEATTORNEY GENERAL PHONE: 19071 276-3550

A NATIONAL CENTER
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April 10, 1985 PHONE: (3071 452-1568
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Qf H K -STATE CAPITOL

c
JUNEAU. ALASKA 99811
PHONE: (907) 465-3600

465-3603
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The. Honorable Katie Hurley
Alaska State Legislature
Pouch V

Juneau, AK 99811

Re: HB 262 Child Care Centers
in State Buildings

Dear Representative Hurley:

You have asked this office to comment on the "constitu—
tionality” of proposed AS 35.10.021(d) which provides:

Use of a child care center 1in a building
owned or leased by the state 1is open to the pub-—
lic, subject to state health, safety, and licens—
ing requirements. However, preference may be made
for the child care needs of the public and private
employees working in or near the building.

The portion of that provision which concerns you 1is the last sen—
tence regarding possible "preferential” treatment for employees

in or near the building in which the day care 1is located. Your

main focus at the hearing on April 8, 1985, was the fact that
these employees whose children attend day care in a state build-—
ing would be enjoying a benefit not available to other persons.

You have questioned whether it is permissible to treat these two

groups differently allowing the possibility that preference will

be given to one group based at least partially on the location of
the parent®s work place. The equal protection contention would

be that some parents were denied equal protection as they are not

given preference in day care facilities.

When no fundamental right or suspect category 1is 1in—
volved, the test used in determining questions of equal pro—
tection in Alaska is considered to be flexible and dependent upon
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the 1importance of the rights involved. 1/ The Alaska Supreme

Court has articulated a test in which one initially must look to
the purpose of the statute, viewing the legislation as a whole,

ana the circumstances surrounding it. Examining the means used
to accomplish the legislative objectives and the reasons advanced
therefore, one must then determine whether the means chosen sub—

stantially further the goals of the enactment. Finally, the
state interest in the chosen means must be balanced against the
nature of the constitutional right involved. 2/

One of the purposes of providing for child care centers
in state buildings 1is to allow parents and children to be in
close proximity during the parents®™ work hours. To foster that
goal, preference for placement at a child care center may be giv—
en to parents who work in or near the child care center. 3/ Ine
goal 1implied in the proposed legislation appears to be a valid
one ... providing child care in a manner which 1is beneficial to
parent and child. The means chosen to meet that goal ... provid—
ing for child care facilities in state buildings 1is fairly and
substantially related to the goal, as is the possible preference
to be given to employees working in or near the building contain—
ing the day care. These facilities would serve as examples to
other public and private Dbusinesses to provide day care

1J  For purposes of this discussion we assume that day care in a
state building may be viewed as a right based on thefact that
the rental charge for the space will be subsidized bythe state
to insure that the facility can compete with other day care
facilities in the area. We assume that the argument 1is that a
state benefit is being provided and that there should be no
impermissible discrimination practiced in distributing the
benefit. Here the ™"discrimination™ 1involved 1is based not on
where a person lives, or on his or her status as a public or
private employee, but on whether his or her place ofemployment
is in or near a state building that houses a child care center.

2/ Isakson v. Rickey 550 P.2d 359, 363 (Alaska 1976).

3/ One might also Uliken this situation to the neighborhood
school concept. But here we do not have the problem of invidious
discrimination as a result of racially segregated housing areas.
Please note that the language of the provisions 1is permissive.
Preference 1s not mandated. The Department of Administration may
use 1its regulatory authority to specify when preference may
actually be given.
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facilities. It appears that the classification chosen by the

proposed legislation bears a fair and substantial relation to the
object of the legislation and would therefore meet Alaska®"s equal
protection test.

Sincerely yours,

NORMAN C. GORSUCH
ATTORNEY GENERAL

By:
/LxiisaDeth L. Shaw
Assiéég Attorney General
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REQUEST FISCAL DETAIL
BilT/Resolution Mo.: hb 262 Agency Affected: dot/pf and Administration
Title: An act relatino to child care Program Category Affected:
centers in State buildings
Sponsor: clocksin, Pourchot, et al. BRU, Program or Subprogram!s) Affected:
Requestor: DOT/PF- Design and Construction
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Agency: Department of Administration
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Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) Rev. 7/1/84

2/11D1/0226-05/2



Page 2 of 3

HB 267?
Fiscal Note Analysis
Prepared by Division of General Services & Supply
Department of Administration

Space Requirements:

35
x \40

49

X 5D
2,450
+ 800

3,250

3,250 square
month

75

X 50
3,750

3,750 souare
per month.
8,125

+ 375
8,500

102,000
5.000
5.000

97,500

209.500
- 51,000
158.500
- 97,500

61,000

Square feet inside space per child

40« circulation, bathroom facilities, kitchen, other common
area

Square feet ofinside space per child

Children

Square feet

Square feet (oneadult per each six children at 100 square feet
per adult)

Total square feet inside space for a 50-child facility

feet x $2.50 (estimate cost per square foot) - $8,125.00 per

Square feet of outside space per child
Children
Total square feet outside space for a 50-child facility

feet (outside) x $.10 (estimate cost per square foot) = $375.00

Per month inside space

Per month outside space

Per month total x 12 months =$102,000.00annual space cost per
50-child facility in a State leased facility

Annual space cost

Implementation study per facility

Cost to write regulations

3,250 square feet x 2.50 (estimate cost per square feet) x 12
months (cost of new leased office space if child care facility
is placed in a fully occupied State-owned building, displacing
State personnel).

Gross cost to implement one child care center in a State-owned
facility

Private operator®s estimated current space costs per 50-child
facility

Net cost to implement onechild carecenter in a State-owned
building

Cost avoidance if no State personnel are displaced and child
care center 1is placed in leased s* .ce

Net cost to implement one child care center in a State-leased
building
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Based on the recent history of State space renovations and/or consolidations,
we estimate that child care facilities would be implemented at the rate of one
every two years.

Explanation of costs FY 86 through FY 90 at an implementation rate of one
50-chilc day care center every two years in a State-leased facility.

FY 86 51,000 Subsidy cost of leased space first child care center
5,000 Implementation study per facility
+ 5,0C0 Cost to write regulations
61,000 Total*
FYy 87 51,000 Subsidy cost of leased space first child care center
continued
FY 88 51,000 Subsidy cost of leased space first child care center
continued
5,000 Implementation study for second facility
+ 51,000 Subsidy cost of leased space second child care facility
107,000 Total
FY 89 102,000 Subsidy cost of leased space first and second child care
centers continued
FY 90 102,000 Subsidy cost of leaseG space first and second child care
centers continued
5,000 Implementation study for third facility
51,000 Subsidy cost of leased space third child care center

158,000 Total

The subsidy costs of leased space are based on the difference in cost of
leased office space versus the estimated cost of leased child care facility
space. For the purpose of this analysis, office space is valued at $2.50 per
square foot and child care facility space is valued at $1.25 per square foot.

*This does not include the funding the Department of Transportation and Public
Facilities would require to prepare the standard plans and specifications
required by the bill.



Position Paper
HB 262

The Department of Administration ayrees that ouality child care services
located in cr near the workplace and on the campuses of the University of
Alaska and the State®"s community colleges will foster the productivity of the
Alaska workers and encourage and assist them in furthering their own formal
education.

Department of Administration favors passage of this bill.

Robert JV Link Date °
Director

Division of General Services & Supply

Department of Administration

Commissioner Lisa Kudd
Department of Administration

?2/nm Pane 1 of 1
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Providing child-care benefits can benefit the company, too.

"ot’Ntt CHILDREN are making their

way into the workplace—not in the
flesh, but as an issue. There are now
more households with two working par-
ents than ever, and businesses are be-
ginning to lake their first toddling
sleps to meet such workers’ child-care
needs.

Though the number of companies
providing substantial assistance is stiil
small, it is growing rapidly—from
around 100 in 11>7S to nearly 000 in I[UMo,
according to the Health and Human
Services Department. And employers
are seeing some pretty clear benefits
for themselves.

One study found that many employed
parents miss occasional days at work,
arrive late or leave early because of
inability to arrange child care or be-
cause existing arrangements fall
through. Others are anxious about the
reliability of their present care. An air -
intis parent makes an unproductive
worker.

carol Dilks IS a free-lance teriler
based in Philadelphia.

Jru_gtqjmx}r*MlHin
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3y Carol Dilks

By helping employes find quality day-
care or after-school programs, compa-
nies report they can reduce absenteeism
while making themselves more attrac-
tive to present and potential workers.

Miriam Kertznian, program director
of a child-care center operated by
Stride-Rito, a Boston manufacturer of
children's shoes, says: "We found a
great change in punctuality and a tre-
mendous change in morale. Companies
in this area have a tough time compet-
ing for good workers, hut we get our
share easily.”

Day-care benefits help a business
hold on to skilled staff, too. In hospi-
tals. which have a high proportion of
female employes, employer-sponsored
centers have grown much more quickly
than the general pace. The Fox Chase
Medical Center in Philadelphia started
its center two years ago. sharing the
cost of care with parents.

Personnel Director Marv Dixon notes
tilat Fov Chase saw "a reservoir of
well-trained people who | to he en-
couraged It> return to work once
they've had children.” She reports that

not only are more of them coming back,
but maternity leaves are generally
much shorter.

Such programs entail expenses for
the employer. But. as Dana Friedman,
senior research fellow at the Work and
Family Information Center in SaW
York, points out, everything a firm
tines to support child care is either tax-
deductible or eligible for a tax credit.

Must services are considered neces-
sary business expenses. Others may be
covered by the Economic Recovery Tax
Act of IDSI. which allows child-care ex-
penses to be paid separately from the
workers paycheck, using funds that
are nov subject to withholding of in-
come. Social Security or federal unem-
ployment taxes. The business owner
therefore is offering benefits that do
not increase payroll taxes.

C O SINESSES HAVE taken several bn-
LW sic approaches to child care. At the
head of the list is I«SK—information
and referral. About DUO companies of-
fer KkR to their employes, either direct-
ly or through specialized agencies. An

Strida-Rito President Arnold Hiatt (le(t)
enjoys a (ew moments with children at a
company-supported day-care center in
Cambridge, Mass. Below: It is time tor
some special attention Irom a slab member.

—es=P
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Chief executives from major cor-
porations in nearly 20 cities have al-
ready attended or will soon be invit-
ed to luncheon seminars organized
by the White House. The purpose: to
discuss what they and other Imsi-
iit--s leaders can do to improve child
care for employes.

Called "Employer Options To Sup-
port Working Families." the pro-
gram was begun last year and will
continue through early 1981.

"The major purpose of the semi-
nars is to provide information which
may change corporate attitudes to-
ward child care,” James K. Coyne,
special assistant to the President for
private sector initiatives, recently
told a Senate committee.

In addition to on-site day-care cen-
ters, "many other alternatives have
been developed to allow employers
greater flexibility in their support of
quality child care,” he said. Coyne's
office wants to make CEOs aware of
options like flextime, referral ser-
vices and charitable contributions.

“We also want employers to realize

I&R agency researches local facilities
and publishes its findings regularly for
the company's staff, supplying details
about location, age groups, hours and
number of slots available.

Boston's Child Care Resource Center
is an FAR agency that assists 501) to tint)
parents monthly, three quarters of
them working parents. The director.
Ethel MeConaghy, estimates that over
3,000 day-care providers in the area are
included in the center's data base.

Among its business clients is the
New England Life Insurance Company.
Out of 3.500 employes, about 200 have
made use of the center.

After I&R. the most popular form of
day-care assistance is the voucher sys-
tem: A company pays care providers
directly to secure a reduced rate for its
employes. About 500 businesses offer
vouchers to their workers, according to
one employe benefits specialist. Several
follow a standard format worked out
with Kinder-Cure Learning Centers, a
child-care chain based in Montgomery,
Ala., which has almost 800 facilities
coast to coast. Kinder-Care, in what it
calls its "Kindustry” program, gives a
10 pi. cent discount to industry partici-
pants if the employer provides a match-
ing amount, creating a 20 percent price
reduction for the employe.

NThere are other options. Campbell
Soup Company President Gordon Mc-
Govern wanted an on-site center in
*nvien, N.J., but did not want to take
/"the task of creating it. Kinder-Care

the benefits to the company derived
from recognition of working parent
employes,” Coyne said, citing in-
creased productivity, enhanced com-
pany loyalty and lower absenteeism.

The office gets a prominent CEO

m each target community to host the 1

luncheon. The CEO agrees to invite
50 colleagues from other local firms,
and his company picks up the tab.
Among the host companies have
been Seafirst Corporation in Seattle,
the Tandy Corporation in Fort
Worth and CIGNA in Hartford.

A luncheon hosted by First Inter-
state Bank in Portland, Ore., last
summer resulted in quick action.
The local child-care coordinating
council needed funds to computerize
its information and referral service.
Within a month, it had over 830.00(1
in corporate contributions.

An outline of material covered in
the seminars can he obtained from:
Office of Private Sector Initiatives.
Room 124. White House. Washing-
ton. D.C, 20500. Ask for the execu-
tive summary on child care.

cooperated with Campbell in renovating
a building, then stocked it with Kinder-
Care staff and equipment. The center
works under a management eoulract.
with parents paying tuition established
by Campbell. Campbell piess :¢> about
half of the cost for each child, so that
employes contribute as little as 825 per
week.

siii.viNti kxamim.k of corporate

child-care programs is that of
Stride-Kile. Its program was started in
1971 its the result of a request for funds
for a community preschool center.

Slridu-Rilc President Arnold Hiatt
reasoned that a corporate contribution
to such a center might as well benefit
the company's employes, too. So hail'
the children eared for by the facil'tv
must belong to Slridu-Rilc employes.
Tlie Boston center worked so well that
in January, 19S3, the company opened
another, in Cambridge. Mass.

Both centers derive their income in
small part from the school lunch pro-
gram and from the state department of
social services' payments for many chil-
dren from the community. Other funds
come from Stride-Rito and tuition paid
by parents. Stride-Rite's people pay a
per-child cost of 10 percent of any
weekly salary up to 8250 and 15 percent
beyond that. The annual tab for Stride-
Rite, including both its subsidies to em-
ployes and its continuing contributions
to the center: 8150,000.

Arnold Hiatt sees the programs net

only as an effective company benefit
hut nisi) as a valuable contribution to
the community. "Half the children are
from tile community, from very low in-
come icveU," he says. "They need a lot
of help—medical, psychological and
educational—and they get it here."

Salary reduction is the method that,
according to the Work and Family In-
formation (-'enter's Dana Friedman, is
sweeping the counirv" among small
professional firms, such as law offices
and architects. Employes' salaries are
decreased by the amount of their nay-
care expenses (as long as this does not
exceed the income of a lower-earning
spouse). The boss then pays the day-
care provider.

ill- iti'siMgss saves a small amount
| on taxes, since it reduces its payroll

expenditure. But it is the employe who

really gains, because taxable income is
reduced. Friedman predicts the inter-
nal Revenue Service wijleventually lim-
it this system, perhaps by imposing :i
ceiling on the percentage of salary "hal
can lie excluded from the paycheck. In
the meantime, some parents are shav-
ing their taxes by thousands of dollars
per year.

To determine which model would
work best for a company., Margaret
Rappaporl. executive director 'if Front-
runners. a Philadelphia consulting ser-
vice. recommends that the company
start with a needs assessment, it
should appoint a tusk force to study
facilities in the area.

Then it must map a strategy: Does it
want a single effort or a consortium, a
voucher or an I&R? The company
should ask child-care experts and em-
ploye representatives for iioip.

If businesses are detecting a mere
whisper of interest in day care today,
they may face a roar a decade from
now. Census projections suggest that
there will he more that) 10 million pre-
schoolers with mothers in the work
force by 1990, up from *.4 million in
19S2. Every one of those women will
rely on some form of day care.

The need is not feit only bv women,
however. "In some companies, those
who have done the most to advance the
cause arc men, who can carry the ban-
ner more openly,” says Dana Friedman.
.She adds: "1 call it the 'Kramorization'
of the work force,” alluding to the film
"Kramer vs. Kramer," in which a fa-
ther takes on the role of single parent.

Child-care needs also cut across lines
of station. Managers, as well as the
rank and file, feel the pinch. "Day care
used to be a blue-collar problem,”
Friedman asserts, "but over time, cor-
porate response to it will increase be-
cause the middle class needs it." 3

To order reprints of this
W article, see page 57.
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These days, most parents of young
children work outside the home. Two-
job couples have become the rule
rather them the exception, according
to some sources and, the number of
single parents has doubled in the past
decade. The Alaska State Department
of Community and Regional Affairs
Child Care Coordinator, Lare, says
Alaska has the secct.d highest per-
‘cent ot (Jto live-yeai-olds in the-

nation, with 10.4%. ~

In Alaska, married couples who
both work outside the home, comprise
49% of the participating labor-force.
A.full 63% of single parent mothers,
who workjn flnchnranp. have chiT

dren under age six.

About two million children cur-
rently receive lonnal, licensed day
care, nationwide. In a wave of funda-
mental social change, day care is
becoming a basic need of the
American family.

Operating a day-care facility is
expensive—$5,000 per year per child,
by some estimates. An average single
mother in Alaska. vonTa”Kild under
IHe age of two will probably have to
spend 49% of herincomo
care. Day care is labor-intensive,
which hurts in two ways: high fees for
parents and low pay for workers.

Research shows that children do
best when they are cared for by the
same people consistently. Small
groups are also important. This means
better quality day care can be pro-
vided by more highly paid workers;
there's more incentive. This can be
achieved if there is enough money
available—usually only with the
assistance of a working parent's
employer.

Though the number of companies
providing substantial assistance is still
small, itis growing rapidly, according
to the Federal Health and Human Ser-

Worki ngmother%OtProYMence Hogpital
are %e to visitthelr children overthe
unc ouratthe a Jacent Center
for ChildDevelopment, Here, co-

weorr g[) VISI'[ as the mother; right, nurses

Whenever ateacher sits down with abook to read, a crowdis quick to gather.

Providence News Cache/Wwie. 1984-85

vices Department. One study found
that many employed parents miss
occasional days at work, arrive late
or leave early because of inability to
arrange child care or because exist-
ing arrangements fall through. Others
are anxious about the reliability of
their present care. An anxious parent
makes an unproductive worker.

By helping employees find quality
day care or after-school programs,
companies report they can reduce
absenteeism while making themselves
more attractive to present and poten-
tial workers.

Day-care benefits help a business
hold on to skilled staff, too. In hos-
pitals, which typically have a high
proportion of female employees,
employer-sponsored centera have
grown much more quickly than the
general pace.

Census projections, nationwide,
suggest that there will be more than
10 million preschoolers with mothers
in the work force by 1990, up from 8.4
million in 1982. Every one of those
women will rely on some form of day
care.

o7 s, m-

There are 400 hospitals, nation-
wide, that have on-site day-care
facilities, according to Sandra Burud,
who has a doctorate in Education
from Claremont College and owns a
consulting firm that deals with help-
ing employers examine and then set
up day-care assistance for employees.
There are 150 othar types of busi-
nesses, nationwide, that have on-site
day care. And there are 2.850 com-

Continued onpage 14

Page 6
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panies around the country that have
changed their benefits offered to
employees toaccommodate the needs
ofworking parents, she says.
Hospitals have.been doing this
since the Civil War, relatesBurud ina
telephone interview from her Los
Angeles office. Hospitals are typically
"less timid" about providing a human
service since that iswhat they are
already doing, essentially. And hos-
pitals typically have unique schedul-

Mealsare served family stgll e. Three meals a da
uraged toserve the

Center, Chil ﬁtren are enc
general, con

ing problems.

The Center for Chi ld Develop-
ment, Providence Hospital is''the
prettiest facility I"ve ever seen," says
Burud. "Ht"sa beautiful environment.
Very pleasant for children and staff;
staff are delighted™* work insuch an
environment. This center also had the
highest start-up costs 1 "'m familiar with
in a hospital day-care center— but the
greater investment”s paid off inamore
attractive fecility.""Burud was retained
by Providence Hospital as a
consultant.

""The educational orientation is
typical of hospital child care since it’s
of higher quality. When an employer
has an on-site day care,” Burud ex-
plains, "theywant ittobe high quality

rrYplussnacksare prowded by the Chl|d
M seLves assre u?ste ﬁ %a{t
orm to accepted table customs. Teachers share meals with the children.
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or else itcuts down on attractiveness
of the program forworking parents.
This type requires more teachers,
trained inearly childhood education,
compensated ata higher rate.

""Day care, ingeneral, istroubled
with low-paid staff; itproduces high
turnover which iswhat an employer
wants toavoid.High turnover isa
situation that creates worry for the'"
working parent ™says fiurud.

"The employer”s resources con-
tribute to the toal funding of child
care. Parents typically can™t afford
high quality day care alone. A com-
pany then finds that they save money
through thiscontribution; tumover,
recruitment costs and absenteeism
are avoided. The investment ends up
saving hospitals money, " concludes
Burud.

She goes on to give the example of
a hospital in South Dakota, Sioux
Valley Hospital, who did a study of the
measurable benefits of their on-site
day care over a period of time. The
hospital contributed $150,UUU a year
as an operating subsidy to their day-
cars~center. Their study showed that
they save $90,000 annually on re-
duced absenteeism and $160.000 in

"reduced tumover.

When thffpjogram iseducational ly
oriented,Burud feels, itisnecessarily

~oFhigher quality and this, intum,

improves employee morale inhelping
reduce worry and lowering turn-
over. O
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UNIVERSITY OF ALASKA. FAIRBANKS

Fairhank.'. Alaska 99701

A POSITION PAPER: SENATE BILL MO. 165

As student reDresentatives of the University of Alaska,
Fairbanks, the Legislative Council 1is responsible for bringing
the needs of the student body to the State Legislature. An
issue, not only 1important to students, but to all parents and
future parents in the state of Alaska, 1is the need for accessible
and adequate child care facilities. The introduction of Senate
Bill. No. 165 1initiates the possibility of such facilities, and
thus correlates directly with the growth and development of the
state of Alaska.

1. Section (1) of this bill states that child care
facilities are necessary and desirable to "foster the
oroductivity of Alaska workers and to encourage and assist Alaska
oarents to further their own formal education". The student body
agrees with this statement and furthermore, we contend that,
without adequate child care, detrimental results, such as fewer
educated residents and stagnation of state development, will
occur.

2. Section (2) of this bill states that if a state owned
or state leased building 1is constructed, expanded or renovated,
the need for child care must be investigated, and if it 1is
determined that child care 1is necessary, a child care center must
be included 1in the construction plans. The student body feels
that this 1is an adequate way to expand opportunities for parents
and contribute to the growth and development of the state of
Alaska. By taking responsibility for providing child care, the
state of Alaska will 1illustrate it"s desire for equal opportunity
for all residents and 1it"s desire for an atmosphere which
Stimulates better quality and more productivity 1in the work force
and in higher education.

The state of Alaska 1is growing at a rapid rate and it
must accommodate the needs of it"s citizens 1in order to continue
this upward trend. Child care 1is a needed accommodation,
especially when of Alaska®"s population 1is under the age of
five years old and 51.5% of Alaska®s population is in the child
bearing age (15-44 years). Post-secondary education and a strong
work force are ma-ior elements that must be maintained 1in order
for Alaska to become a stronger state. Accessible and quality
child care is a key factor needed to maintain these elements, and
with oassage of this bill, many Alaskans will be positively
affected.

A division of the University of Alaska statewide system of higher education



ANCHORAGE COMMUNITY COLLEGE STUDENT ASSOCIATION

Resolution 85-12
By Chris A. Tolladay

WHEREAS a need for additional child care facilities has
long existed at Anchorage Community College, and

WHEREAS additional <child care facilities would assist
parents desiring to further their formal education, and

WHEREAS the Anchorage Community College Student Association
is charged with promoting the welfare of students, and

WHEREAS the ACCSA 1is recognized as the unified voice of all
ACC students 1in matters regarding their welfare, and

WHEREAS the 1intent of SB 165 1is deemed to be in the best
interest of students, be it therefore

RESOLVED that the ACCSA officially and formally adopt this
resolution as an expression of support for SB 165. Be it further

RESOLVED that this resolution be forwarded to the sponsors
of SB 165, the Anchorage legislative delegation, the student regent,
the University of Alaska Legislative Liaison, the Alaska Commission on
Postsecondary Education, the Statewide Student Information Network,

and other student government groups 1in the State of Alaska.

Date Approved



PRQJBCITD DEMAND KR DAYCARE GY ACC STUDENTS
Loretta Seppanen, OIR, 2/27/85

An estimated 20% of all credit students enrolled for more than 3 credits would
use daycare facilities at their class site if provided by ACC. The vast
majority of those students would be willing to pay $300 a month for this
service. Less than 5% of the group wanting daycare would be willing to pay
$450 or more for the service. This means that just over 1,000 students would
use daycare services at this time if they were provided.

These estimates are derived from dato from n survey of ACC former students.
Students who had enrolled for credi t-courses and conpleted more than 3 credits
were included in the study. As this was a mail survey the sarrple was slightly
more female, more white and Asian/Pacific Islunder, and older tliun the
population they represent, ncvcr-the-less the 1,111 people in the sanple
fairly represent ACC credit students. Of this group 19.3% indicuted they
would have used day care services at ACC if they liud been available while they
were students for a price "Kbetween $300 and $500 per month.

Based on this data and an assunption that some Ancliorugc residents do not
enroll because of lack of child care, the 209u of all credit students enrolled

for 3 or mare credits has been derived.

It would be reasonable to project the need for childcare for at least 20% of
our credit studetns enrolled for 3 credits or more for the near future. As
the population of Anchorage ages in the next century this level of demand
should drop siightly.
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STATEMENT IN SUPPORT OF HOUSE BILL 262

The League of Women Voters of Alaska supports the passage of HB 262.
Long an advocate of the cqncept, encouragement and adequate funding of
quality Day Care 1in Alaska, the League 1S pleased that legislation establish—
ing a plan for child care facilities in state buildings has again been
introduced.

The bill"s needs assessment provisions appear to encDmpass the appropri—

ate factors to consider when determining if a child care center should be

included in construction or major rennovation plans. The needs of the employees
concerned plus the availability of nearby acceptable alternatives are sound
criteria.

We applaud the inclusion of specific Day Care requirements in the bid
request (Sec. 35.10.021 (c)).

The presence of on-site child care for employees is no longer considered
a frill but, rather, is increasingly the norm as it becomes recognized that
parents, particularly women, "ho must work need quality day care for their
children. Proximity of this care to the workplace can mean a more stable
work force with lower rates of absenteeism an": job termination, so benefits
accrue to employers as well.

Thank you for your consideration of our views.

Paula Ziegler
President
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AMENDMENT

Offered in the HOUSE By Clocksin

TO: HB 262

Page 1, line 16, after "in" 1insert "certain"”

Page 2, line 4:
Delete "The"

Insert "A"

Page 2, line 5:
Delete "responsible for"

Insert ", when"

Page 2, line 6:

After "state" 1insert

Page 3, line 18:

Aft~r "or"™ insert "reasonably”

Page 4, after line 2, insert a new bill section to read:
"* Sec. 4. This Act applies only to
(€H) buildings .for which construction, expansion,

renovation plans are developed on or after the effective date of this

Act; and

-1- 4/4/85



(2) buildings for which construction, expansion,
renovation plans have been developed, but the construction, expansion,
or major */novation of which has not begun before the effective date
of this Act."

Renumber the remaining bill section.

-2- 474785
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