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This provision, however, has other possible (andprobably unintended) ramifications 
For example, the provision could make lim ited partnerships less attractive a s a  tax- 
planning or estate-planning vehicle. The section could also affect the desirability o f 
lim ited partnerships as investm ent vehicles

While I approve o f the major portions o f the bill, unfortunately, /  m ust veto this bill 
because o f the potential undesirable Impact o f Section 18, This Administration Is 
available to work with the Legislature to resolve the problem s posed  by  the language o f 
th issection,

With b est regards

Sincerely,

Governor
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Carl E. Moses
Chairman, House Rules Committee 
Alaska State Legislature 
Capital Building, Room 204 
Juneau, AK 99801-1182

Re: House Bill 112 - Support for 1994 Amendments to Alaska Uniform
Limited Partnership Act

Dear Representative Moses:

In 1993, House Bill 112 was introduced. This bill contained 
amendments to the Alaska Uniform Limited Partnership Act which 
greatly simplified the filing requirements for limited partnerships 
in Alaska. The undersigned members of the Alaska Bar Association, 
Estate Planning Section and Taxation Section, individually 
supported these filing requirement simplification amendments in 
1993, and we again support such amendments in 1994.

However, in 1993, a further amendment was added to House Bill 
112 on the Senate floor. This further amendment significantly 
changed the manner in which limited partnerships could be 
dissolved. This proposed change would have had several significant 
detrimental effects upon the operation of limited partnerships in 
Alaska. First, the amendment would eliminate creditor protection 
benefits which limited partnerships provide for Alaskans. Under 
the Uniform Limited Partnership Act, a limited partner may not 
demand that the partnership be dissolved. Further, a creditor of 
a limited partner may only obtain a "charging order" against 
distributions made to the limited partner. These standard Uniform 
Limited Partnership Act provisions produce substantial protection 
against creditors. The proposed change would have significantly 
weakened this protection.

Second, and equally important, the proposed Senate i,. a 
amendment would have had the effect of denying estate tax reduction 
benefits which are available to the citizens of almost all states 
which have enacted the Uniform Limited Partnership Act. This 
estate tax savings occurs because the limited partner can not 
demand that the partnership be dissolved. As a result, the value 
of the partnership's interest is discounted, often by approximately 
25 - 50 percent. As a result, on the death of a limited partner, 
his or her family often pays significantly less estate tax.



The above-described detrimental consequences of the Senate 
floor amendment caused the undersigned members of the Alaska Bar 
Association to vigorously oppose House Bill 112, and recommend that 
it be vetoed. Such a veto occurred on June 25, 1993.

In summary, we support House Bill 112 as it is proposed in 
1994. These amendments will have the beneficial effects of 
simplifying the filing requirements for limited partnerships in 
Alaska. This 1994 version of House Bill 112 does not contain the 
above-described detrimental amendment relating to dissolution of 
limited partnerships.

Thank you very much for consideration of our views.

Sincerely,

David G. Shaftel,
and on behalf of the following:

Peter B. Brautigam 
Hartig, Rhodes, Norman, 
Mahoney & Edwards

Robert C. Brink 
Attorney

Brian J. Brundin 
Hughes, Thorsness, Gantz, 
Powell & Brundin

Brian W. Durrell 
Bogle & Gates

Peter C. Ginder
Kemppel, Huffman and Ginder

John L. Hoffer Jr. 
Attorney

Robert L. Manley 
Hughes, Thorsness, Gantz 
Powexl & Brundin

Steven T. O'Hara 
Bankston & McCollum

Charles F. Schuetze 
Davis & Goerig
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January 20, 1994

Representative Carl Moses 
ATTN: Tim Benintendi

Alaska House of Representatives 
Room 2G4, State Capitol
Juneau, Alaska 9980j.-1182 FOR MESSENGER PICK-UP

Re: Draft bill re Uniform Limited Partnership Act
-- certificate of limited partnership

Dear Carl:

I have quickly reviewed the January 18, 1994 draft of this
bill, prepared by the Legislative Affairs Agency, as you requested, 
and have discussed it with Legislative Counsel Terry Bannister. It 
appropriately is a virtual duplicace of last year's HB 112 (which 
passed the Legislature as HB 112 am S and was vetoed by the 
governor because of that Senate floor amendment). It looks good 
ard is ready for introduction.

In comparing this draft with HB 112, I find four little 
differences -- all of which appear to be appropriate. They are:

1. The lead-in line for each bill section in the new 
version no longer contains the phrase "as enacted by sec. 1, 
oh. 128, SLA 1992." That phrase appeared in HB 112 because 
ch. 128, SLA 1992, the comprehensive revision of the Limited 
Partnership Act, had not yet taken effect. It took effect 
July 1, 1993, and the phrase is no longer necessary.

2. Section 22(c) has been revised. In HB 112, it said 
in its entirety:

"Unless otherwise agreed by the partners, the 
applicable provisions of former AS 32.10, 
repealed by sec. 2, ch. 128, SLA 19°2, 
governing the allocation of profits and 
losses, distributions to a withdrawing 
partner, and distributions of assets upon the 
winding up of a limited partnership apply to 
limited partnerships formed before the 
effective date of this Act instead of AS 
32.11.220, as amended by sec. 9 of this Act."
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"Unless otherwise agreed by the partners, the 
allocation of profits and losses of a limited 
partnership that is formed before the 
effective date of this Act, but after July 1,
1993, is governed by AS 32.11.220, as that 
section exists before the effective date of 
this Act, instead of AS 32.11.220, as amended 
by sec. 9 of this Act."

I believe that the drafter's changes are appropriate since the 
comprehensive revision of the Limited Partnership Act has now 
taken effect, - and, presumably, some partnerships have already 
been organized under it. Since AS 32.11.220, referred to in 
this section does not deal with distributions to a withdrawing 
partner or distributions of assets upon winding up, the 
reference to those two actions is deleted. The new reference 
to July 1, 1993 is helpful because that ir when ch. 128, SLA 
1992 took effect, and that Act contained .ts own transition 
orovision to cover the period before July 1, 1993.

3. Section 23 has been revised. HB 112 said:

"If this Act takes effect after July 1, 1993, 
this Act is retroactive to July 1, 1993, to
the extent constitutionally permissible."

The January 18, 1994 draft now says:

"This Act is retroactive to July 1, 1993, to 
the extent constitutionally permissible."

Again, I believe that the drafter's change is appropriate 
since the comprehensive revision has taken effect and the 
contingency language is no longer appropriate. (We now know 
that the new Act's effective date will be after July 1, 1993.)

4. Section 24 has been revised. HB 112 said:

"This Act takes effect July 1, 1993."

The January 18, 1994 draft now says:

"This Act takes effect immediately under AS 
01.10.070(c)."

The new wording (an immediate-effective-date clause) is 
standard language to accompany a retroactivity clause, such as 
is in sec. 23. And last year's version referred to July 1,

In the January 18, 1994 draft, it now says, in its entirety:
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1993 because that was when the comprehensive revision in ch. 
128, SLA 1992 was to take effect, and it was desirable to have 
the whole package take effect at the same time.

So, the bill is ready to go. Thanks for your support and 
introduction of it. Let me know if I can be of further assistance.

Yours truly,

Arthur H. Peterson

c c : Terry Bannister
Legislative Counsel 
Legislative Affairs Agency

Deborah E. Behr, Assistant A. G.
& Supervisor, Legis./Regs. Section 

Alaska Department of Law
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HOUSE BILL NO. 395

HB 395

COURT ADMINISTRATIVE DIRECTOR IN PERS

"An Act relating to retirement benefits for the administrative director of courts; and providing for an effective 
date."
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do pass 
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907-165.1719

Interim:
119 N. Cushman 

Suite 211 
Fairbanks, Alaska 99701 

907-456-5081

Representa t ive  AI Vezcy

January 24, 1994

HB 395: SPONSOR STATEMENT

"An Act Relating to retirement benefits for the administrative 
director of the courts; and providing for an effective date."

In 1967 the legislature created the Judicial Retirement System. 
Prior to 1980 only judges and justices where eligible to 
participate in this program. In 1980 the authorizing statutes were 
modified to allow the administrative director of the Alaska court 
system to participate in the judicial retirement system. Prior to 
1980 the administrative director participated in the PERS program 
with all other state employees.

This office and the Legislative Research Agency have been unable 
to find any minutes of committee meetings where this issue was 
discussed. The provision showed up in a bill when it emerged from 
a free conference committee. However there is no formal record 
from which we can ascertain legislative intent.

The judicial retirement system offers substantially more benefits 
than does the PERS system. The extra cost of these benefits is 
borne by the employeer, the State of Alaska. Currently the state 
contributes 13.72% of an employees salary to the PERS retirement 
fund. Currently the State of Alaska contributes 50.2% of an 
employees salary to the judicial retirement system retirement 
funds.

In the case of the administrator of the Alaska Court System, this 
additional contribution amounts to over $35,000 per year.

The State of Alaska's Public Employee Retirement System is one of 
the best retirement systems in the world. It is not necessary to 
offer an even better retirement program in order to attract 
qualified and capable persons to this position.
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.;.t;5o5®hAnd so , th e  House a d o p te d  th e  r e p o r t ,  th u s  a d o p tu  

CSHB 782awS(amFCC) w ith  FCC a t t a c h m e n ts .  ■>

The C h ief C le rk  was i n s t r u c t e d  to  so  n o t i f y  th e  Senate,
"45

*980
house journal

10 B e t t is w o r th ,  B ranson . Cot 
H a lfo rd  , McKinnon , Meekir. 
O 'C o n n e ll.  P h i l l i p s ,  Ranc

WfNot
Bjj&l V o tin g : T
^ r s s s n t a t i v e  H a lfo rd  changed h i s  v o te  f ro r

inItjSad so , th e  House a d o p te d  th e  r e p o r t ,  thu  
iflCCS SB 26 w ith  a t t a c h e d  ch an g es (page 2 'Ĵournal).
n j j r .v

tv j s p r t s c n t a t i v e  A nderson  moved and ask ed  un 
:’* sn t c h a t th e  r o l l  c a l l  on th e  a d o p tio n  of 
je o n s id e re d  th e  r o l l  c a l l  on th e  e f f e c t i v e  > 
^ Ih s r e  b e in g  no o b j e c t i o n ,  i t  was so  ordere>

Hayes

'■The C h ief C le rk  was i n s t r u c t e d  to  so  n o t i :

HCS t |§
SB The FCC r e p o r t  on SB 2.6 and HCS SB 26 (F in )  was b e fo r s
26 th e  House (page  2131 o f  th e  j o u r n a l ) .  '(Fin)

Mr. A nderson moved c h a t th e  House a d o p t th e  FCC r e p o r t , , r  S i
th u s  ad o p tin g  FCCS SB 26 in c o r p o r a t in g  th e  changes a t -  - cached by th e  FCC,

The q u e s t io n  b e in g : " S h a l l  th e  House a d o p t th e  FCC
r e p o r t ,  in c o r p o r a t in g  th e  ch an g es  a t t a c h e d  by th e  FCC?" 
The r o l l  was ta k e n  w ith  th e  fo l lo w in g  r e s u l t :

FCCSSB 26 W/FCC CHANGES

Y eas: 29 A n d erso n , B a rn e s , B e im e , Brown, 
B u c h h o ld t, C a rn ey , C h a t te r tc n ,  
D uncan, E l i a s o n ,  Freem an, F u l l e r ,  
G a rd in e r ,  Guy, Haugen, H u r lb e r t ,  
M alone, M a r t in ,  M ile s ,  M i l l e r ,  
M ontgom ery, M oss, Munson, O ste rb a c k , 
P a rk e r ,  P a r r ,  R o g e rs , S c h a e f f e r ,  
S m ith , Z h a ro f f

E&S"e g  The FCC r e p o r t  on SB 165 ( a p p r o p r ia t io n s  " 
J f e  t i v e  dace) and HCS SB 165 ( a p p r o p r ia t io n ' 

and c a p i t a l  e x p e n se s  r e l a t e d  to  telecom m  
f e c t iv e  d a c e ) was b e fo r e  th e  H ouse.

R e p re s e n ta tiv e  A nderson moved t h a t  th e  
FCC r e p o r t ,  th u s  a d o p tin g  HCS SB 165 (F

The q u e s t io n  b e in g :  " S h a l l  th e  Hous
r e p o r t? "  The r o l l  was ta k e n  w ith  th e

FCC ON SB 165 
Y e a s : 34 A nderson , B arnes 

B e t t i s w o r th ,  Bra: 
B u c h h o ld t, Cam e 
G o tte n , Duncan, 
F u l l e r ,  G ard ine: 
H u r lb e r t ,  McKin: 
M ile s ,  M i l l e r ,  
M unson, O’Conne 
P a r r ,  R o g ers , S 

j  Z h a ro ff
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I r Appointed the fo llow ing members cd!i  
ENCE COMMITTEE to consider the above b i l ls

Sepresen ta tive Munson, Chairman spresentacive McKinnon 
epresen tative Beecisworch

' /•  ?  • •

•a 1.4

|.erk was ins tru c te d to so n o t ify  the Senataj

:aq
changed the appointments to ' he FCC 
HCS SB 365 ( liq u o r b i l ls )  CO:

Spresentacive Parr, Chairman 
presencacive McKinnon (replaces AnderaonV 
presentacive Barnes
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SECOND READING OF SENATE BILLS

10. 26 (c red ited service under cha pubi 
itirement system; effecc ive dace) vaa * i 
time w ith the State A ffa irs Comaicj 
936 o f the 1979 jo u rn a l) , tha Fit 
ore (page 1046 o f the 1979 Jout

Tmictee repo rt (page 1871 o f tha JcUxu Finance Committee report (paga

■ mi

jreaencative Branson objecced and withdrew her 
f ic t io n . There being no fu r th e r ob je c tio n , i t  wasi* p t iEjtolered.
SB 26(Fin) was read the thxrd time.
is;.. ’ -
fJ* ■

rcancative F u lle r moved and asked unanimous consent 
a t he be excused from vo ting on th is  b i l l  due to a 
L ic t o f in te re s t . Objection was heard and the
hit d e n ie d ..
l»**-
iiestion being: "Sha ll HCS SB 26(Fin) pass the

ie7" The r o l l was taken w ith the fo llo w in g re s u lt :

SB 26(FIN)

Beirne, Branson, M artin , O 'Connell, 
P h il l ip s , Randolph

Carney, Haugen, Hayes, Metca lfe , 
Smith

HCS
SB
26
(Fin)

Anderson, Barnes, B e ttisw o rth ,
Brown, Buchholdt, Chactercon, Cotcen, 
Duncan, E liason , Freeman, F u lle r , 
Gardiner, Guy, Ha lfo rd , H u rlb e rt, 
McKinnon, Malone, Meekins, M ile s . 
M ille r , Montgomery, Moss, Munson, 
Osterback, Parker, Parr, Rogers, 
Schaeffer, Zharo ff

£lhcacivc O'Connell changed h is vote from "yea"

r JlCS SB 26(Fin) passed the House.

?pI

I moved and asked unanimous conaent* 
;E SUBSTITUTE FOR SENATE B IL L * ! 
ftto rt t i t l e :  pub lic employ#* b t
jadopced in lie u  o f Che o rig in a li5 ;J  
ob je c tio n , i t  was so  o rd e re d . '•■j-™‘>*7

(moved and asked unanimous consent 
be considered engrossed, advanced^ 
jaced on f in a l passage.

•t in

dtrson moved and asked -unanimous consent chat 
"1 'c a l l on che passage o f che b i l l  be considered 
( f .c a l l on che e ffecc ive date clauses. There 
^ob jec tion , i t  was so ordered, wb. -

**■*'26(?ln) wa3 re fe rred to the Chie f C lerk fo r en- •t. .B
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* S«J. 54. Seccloni 1, 3' 3fl*S...........■> - 6. 18. 19. 22, 24 - llj
43, 44(2) and (3). *3, 47 - 49, and 31 of chit A« t*l
* Soc. 55. Sncclona 2, 27. 28, 33. 36, 41, 4A<1):*

■-ruVn«f. »ct January 1, 1981. jV 3
Sec. 56. Sections 8 - 13 and 42 of this Act CAk«

* Sec. 37. Sections 7, 30, 37, 50, and 32 - 57 at 
lmediately in accordance with AS 01.10.070(c). ^

• '•4I  
' '•XV*
j abaSenate members s ign ing che re p o rt: S e na to n ril 

man, and Senators Bennett and Meland. Houstja 
resencacive M il le r , Chairman and Represen t*!^ and El iason . :•

'IjrIwSenator C o llc t ta  moved th a t the Senate adopt 
Conference Committee Report. .,A

V>|(3

The question be ing: "S ha ll FREE CONFERENCE COMHHTi 
STITUTE FOR SENATE BILL NO. 26 (p ub lic eraployaaTl 
programs; amending che du ties o f the P ub lic , 
Retirement Board; re la t in g  to e a r l ie r servicftsabiyj 
under Che teachers ' re tirem en t system and thaumpqk 
employees re tirem en t system; es tab lish ing minimum ra j®  
menc be n e fits ; re la t in g  to p a r t ic ip a t io n  in that ,?<&] 
program o f supplemental employee b e n e fits ; re lk tiK ^Z t 
che deferred compensation program; repea ling the LegltJU 
Cive Board o f Retirement Bene fits ; c rea ting the A l*e | 
Nationa l Guard re tirem en t system; re la t in g  to the JudlcCf 
re tirem en t system; increas ing che bene fits p a id ' uno« 
che t e r r i t o r i a l pu b lic employees' re tirem en t system; 'T g | 
la t in g  to re tirem en t b e n e fit e l i g i b i l i t y  fo r diaeblojH 
peace o f f ic e r s  and firemen; re la t in g  to re tirem ent benejj 
f ic s  o f Che adm in is tra tive d ire c to r o f cou rts ; e f f . datOJa 
w ith te chn ica l changes pass the Senate?" The r o l l w*»5 taken w ith the fo llow in g re s u lt :
FCCS SB 26 

Veaa: 18
Bennett, C o lle c ts , Dankworth,
Fahrenkamp, Ferguson, Hackney,
Hohman, K e lly , K e rttu la , Meland
Kulcahy, Ray, Rodey, Stimson,
S turgu lewski, Sumner, T i l l io n , Z ie g le r

• »*«

M  U c

ar .  0
2 Bradley, Sackett

CONFERENCE COMMITTEE SUBSTITUTE FOR S: 
^ 6  passed the Senate w ith techn ica l cha

gUQw 4 , ».
(K C o llc t ta  moved and asked unanimous consent 
M l'” c a ll on the passage o f the above b i l l  b-. 
d the r o l l c a l l on the e ffe cc ive date c 
t  objection i t  was so ordered.

M r■p[̂ CONFERENCE COMMITTEE SUBSTITUTE FOR SENATE I 
jas re ferred to the Secretary fo r engrossment.

FREE CONFERENCE COMMITTEE REPORT

Jut

. .  P r e s id e n t :
_ S peaker:

k ’Z-LThe Free C o n feren ce  C om m ittee c o n s id e r in g  COfT 
•t STITUTE FOR HOUSE BILL NO. 416 ( l i m i t i n g  th e  
f o f r e g u la t io n s  r e l a t i n g  to  m ilk  to  t h a t  s o ld  :
, and a llo w in g  th e  s a l e  o f  u n p u sc e u r iz e d  m ilk )
? TEE SUBSTITUTE FOR HOUSE BILL NO. 416 amended S 
‘ mends t h a t  FREE CONFERENCE COMMITTEE SUBSTITU 
BILL NO. 416 ( r e l a t i n g  to  che r e g u l a t i o n  o f  
th e  s t a t e )  be  a d o p te d .

t  Senate members s ig n in g  th e  r e p o r t :  S e n a to r  !•
[' man and S e n a to r s  B rad ley  and K e r t t u l a .  K 
f- R e p re s e n ta t iv e  C arney , C hairm an and R eprest
!. and Halfo rd .

S e n a to r  C o l l e c ts  moved c h a t  th e  S e n a te  : 
C onference  Com m ittee R e p o rt.
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:y Senators Ferguson and Rodey,

ing fo r the issuance o f general 
•.us in the amount o f . .$11,105 ,090 
fie o f paying the cost o f Nome barge 

and p ro v id in g fo r an e ffe c t iv e

. time and re fe rre d to the State A ffa irs 
lance Committee and the Labor and Manage-j

■SIDERATION OF THE CALENDAR

JND READING OF SENATE BILLS

. 2 ( re la t in g  Co the comprehensive recycling} 
j£ l i t t e r  and imposing a l i t t e r  reduction 

' :s read che second time.

yalewski moved and asked unanimous consent 
cion o f Che Community and Regional A ffa ira 3 
.os titu ce o ffe re d on page 433. Without objaa 
.TEE SUBSTITUTE FOR SENATE BILL NO. 2 was

iUBSTITUTE FOR SENATE BILL NO. 2 (re la tin g : 
Nnensive re cy c lin g and reduc tion o f l i t t e r ) ^  
' jecond time.

.o llect.-; moved and asked unanimous consent 
s be suspended and COMMITTEE SUBSTITUTE TO* 

f. 2 be considered engrossed, advanced to tb it 
and placed on f in a l passage. Without objeotj 
->o ordered. • a :

4
fTSE SUBSTITUTE FOR SENATE BILL NO. 2 wae SM 
time. ■o*

/ .u e s tio n being; "S h a ll COMMITTEE SUBSTITUiyJ 
[ ,'E BILL NO. 2 ( re la t in g  to che comprehensive J' 
.-eduction o f l i t t e r )  pass the Senate?" Ths," 
w ith the fo llo w in g re s u lt :

| :  March 2 1 , i5 ? 9

I'C Veas: w

w
Nays :

SB?. '

Bennett, Bradley, C o lle tta , 
Dankworth, Fahrenkamp, Ferguson, 
Hackney, Hohman, K e rttu la , Meland, 
Mulcahy, Ray, Rodey, Sackett, 
Stimson, S turgu lewski, Sumner, T i l l io n , Z ie g le r

K e lly
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i \e i ly

.aAd so, COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 2 passed 'the Senate.

BvV *

tenato'r C o lle tta  moved and asked unanimous consent th a t 
he r o l l  a l l  on the above b i l l  be considered che r o l l
■ i l l on the e .fe c t iv e  date clause. W ithout ob je c tio n , i t  i i -80 ordered.

W&TTEE SUBSTITUTE FOR SENATE BILL MO, 2 was re fe rre d to wWacretary fo r engrossment.

SsYi
w

Kef* •••'

B IL L  NO. 26 (re la t in g  to c re d ite d se rv ice under 
employees1 re tirem en t system) was read che

®fcrr:r
Wliatfca

moved and asked unanimous consent Chat ffiS«r *Uflpended and SENATE BILL NO. 26 be considei 
^Advanced to th ir d  read ing and placed on f in a l W ith ou t ob jec tion , i t  was so ordered.mefrfa ̂ f, Llv

ftBO.^26 was read the th ir d  time.

T£g7 ‘s,’S ha ll SENATE BILL NO. 26 (re la t in g  
r tc a ’under che pu b lic employees' re tirem en t 
tto tna te?" The roll was taken w ith the

\Bennett, Bradley, C o lle tta ,
Dankworth, Fahrenkamp, Ferguson,

T" Hackney, Hohman, K e lly , K e rttu la ,
Meland, Mulcahy, Ray, Rodev (&,' Sackett, Stimsnr. -- ’ Sunmo- *"

_.*c lC 3 f
- ,  ranrenkamp, Ferguson, nackney, Hohman, K e lly , K e rttu la  y?'1 Meland, Mulcahy, Ray, Rodey,tfo,'Sackett, Stimson, S tu rg u le w s k i, / 

y fe Sumner, T i l l io n , Z ie g le r S

^ 2 6  passed the Senate.
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Independent Auditors '  Report

Divis ion  o f  Retirement and Benefi ts  
S ta t e  o f  Alaska J u d ic i a l  Retirement System:

We have audi ted  the  accompanying statement of net a s se t s  av a i lab le  for  plan 
b e n e f i t s  o f  the  S ta t e  of  Alaska J u d ic ia l  Retirement System as of June 30,
1992, and the  r e l a t e d  statement o f  changes in net a s se ts  a v a i lab le  fo r  plan 
b e n e f i t s  fo r  the  year  then ended. These f inanc ia l  s tatements  are the respon­
s i b i l i t y  of  the  P la n ' s  management. Our r e s p o n s ib i l i t y  i s  to express an opin­
ion on these  f in a n c ia l  sta tements  based on our au d i t .  The f inanc ia l  s t a t e ­
ments of  the  S t a t e  o f  Alaska Ju d ic ia l  Retirement System as of  June 30, 1991 
were audi ted  by o the r  aud i to rs  whose repor t  thereon dated September 14, 1991 
expressed an u n q u a l i f i ed  opinion on those s ta tements .

We conducted our au d i t  in accordance with genera l ly  accepted audi t ing  s t a n ­
dards .  Those s tandards  requ i re  t h a t  we plan and perform the aud i t  to  obta in 
reasonable  assurance about whether the f inanc ia l  s tatements  are f ree  o f  mate­
r i a l  miss ta tement .  An aud i t  includes examining, on a t e s t  b as is ,  evidence 
support ing the  amounts and d i sc lo su re s  in the f inanc ia l  s ta tements .  An audi t  
a l so  i n c l ’ide- a s se s s in g  the accounting p r in c ip le s  used and s ig n i f i c a n t  e s t i ­
mates made by management, as well as evaluat ing the  overal l  f inanc ia l  s t a t e ­
ment p r e s e n ta t i o n .  We bel ieve  t h a t  our audit  provides a reasonable bas is  for  
our  opinion.

In our opinion,  the  1992 f in a n c ia l  statements r e fe r red  to above present  
f a i r l y ,  in a l l  m ate r ia l  r e sp e c t s ,  the net  a s se ts  av a i lab le  fo r  plan ben e f i t s  
o f  the  S ta te  o f  Alaska J u d ic ia l  Retirement System as of  June 30, 1992, and the 
r e l a t e d  s ta tement  of  changes in net  a s se t s  av a i lab le  fo r  plan benef i t s  fo r  the 
yea r  then ended in conformity with genera l ly  accepted accounting p r in c ip l e s .

Our au d i t  fo r  the year  ended June 30, 1992 was made for  the purpose of forming
an opinion on the bas ic  f in a n c ia l  statements taken as a whole. The supplemen­
t a r y  information included in Schedules 1 and 2 fo r  the year  ended June 30, 
1992, i s  p resented  fo r  purposes of  addi t ional  ana lys is  and i s  not a required  
p a r t  o f  the  bas ic  f in a n c ia l  s ta tements .  Such information has been subjected 
to  the au d i t ing  procedures appl ied  in the audit  of  the basic  f inanc ia l  s t a t e ­
ments and, in our opinion,  i s  f a i r l y  s ta ted  in a l l  mater ia l  re spec ts  in r e l a ­
t io n  to  the bas ic  f in a n c ia l  sta tements  taken as a whole for  the year  ended
June 30, 1992.
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Divis ion  o f  Retirement and Benefi ts  
S ta te  of  Alaska Ju d ic ia l  Retirement System 
2

The r e p o r t  o f  the  o the r  aud i to rs  re fe r red  to above, dated September 14, 1991, 
s t a t e d  t h a t  they applied  c e r t a in  l im i ted  procedures to the supplementary 
information fo r  the years  ended June 30, 1991 and p r io r ,  included in Sche­
dules  1 and 2. However, they did not audit  th i s  information and expressed no 
opinion on i t .

K  ?JLcJT

September 17, 1992



Statements  of  Net Assets Available fo r  Plan Benefi ts

June 30, 1992 and 1991

STATE OF ALASKA
JUDICIAL RETIREMENT SYSTEM

1992 1991

Assets :
Investments,  a t  f a i r  va lue .

United S ta t e s  Government debt 
Federal agency debt 
Corporate  bonds, notes  and debentures 
Domestic equ i ty  pool

Total investments

$ 10,027,248 
1,048,750 

14,404,750 
9,492,080 

34,972,828

8,349,836

8,903.046
8,533,245

25,786,127

Receivables:
Contr ibu t ions
Accrued i n t e r e s t  and dividends 

Total r ece iv ab le s

116,441
662,048
778,489

175,717
475,979
651,696

Cash and cash equ iva len ts  
Total a s s e t s

1,167,460
36,918,777

5,623,333
32,061,156

L i a b i l i t i e s :
Accrued expenses 
Due to  General Fund

1,139
39,471

18,817
74,284

Total l i a b i l i t i e s 40,610 93,101

Net a s s e t s  a v a i l a b le  fo r  plan benef i t s $ 36,878,167 31,968,055

See accompanying notes to  f in a n c ia l  s ta tements .
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See accompanying notes to  f inanc ia l  statements

STATE OF ALASKA 
JUDICIAL RETIREMENT SYSTEM

Statements of  Changes in Net Assets Avai lable fo r  Plan Benefi ts

Years ended June 30, 1992 and 1991

1992 1991

Addit ions:
Investment income:

Net app rec ia t io n  in f a i r  value o f  investments
I n t e r e s t
Dividends
Net r e a l i z e d  gains on sa les

Total investment income

$ 1,330,380 
1,984,621 

249,854 
810,664 

4,375,519

506,656
1,822,521

259,000
128,180

2,716,357

Contr ibu t ions :
S ta t e  o f  Alaska 
Employees

Total con t r ibu t ions

2,542,598
250,497

2,793,095

2,491,202
217,516

2,708,718

Total add i t ions 7,168,614 5,425,075

Deductions:
Benef i t s  paid:

Retirement
Medical

Total b en e f i t s  paid

2,054,973
109,944

2,164,917

1,879,416
114,554

1,993,970

A dm inis t ra t ive  expenses 
Total deductions

93,585
2,258,502

66,169
2,060,139

Net increase 4,910,112 3,364,936

Net a s s e t s  a v a i lab le  fo r  plan b e n e f i t s  a t  beginning o f  year 31,968,055 28,603,119

Net a s s e t s  a v a i l a b le  fo r  plan b e n e f i t s  a t  end of  year $ 36,878,167 31,968,055



Notes to Financial Statements

June 30, 1992 and 1991

STATF. OF ALASKA
JUDICIAL RETIREMENT SYSTEM

(1) D escr ip t ion
The following b r i e f  d e s c r ip t io n  of the S ta te  of  Alaska J u d ic ia l  Retirement 

System (Flan) i s  provided fo r  general information purposes only. P a r t i c i ­
pants  should r e f e r  to  the  Plan agreement fo r  more complete information.

General
The Plan i s  the a d m in is t r a to r  o f  a defined b e n e f i t ,  single-employer  r e t i r em en t  

system e s ta b l i s h e d  and administered by the S ta te  of  Alaska (S ta te )  to  provide 
pension b e n e f i t s  fo r  e l i g i b l e  S ta te  j u s t i c e s  and judges .  Benefi t  and c o n t r i ­
bution provis ions  are e s ta b l i s h e d  by S ta te  law and may be amended only by the 
S ta t e  L e g is la tu re .  The Plan i s  considered a p a r t  of the  S ta te  f in a n c ia l  
r e p o r t in g  e n t i t y  and i s  included in the S t a t e ' s  f in a n c ia l  r ep o r t s  as a 
pension t r u s t  fund.

Inc lus ion  in the Plan is  a condi t ion  of employment fo r  e l i g i b l e  S ta te  j u s t i c e s  
and judges .  At June 30, 1991, Plan membership co n s is ted  of:

Re t i rees  and b e n e f i c i a r i e s  c u r ren t ly  rece iv ing  
b en e f i t s  and terminated members e n t i t l e d  
to  fu tu re  b en e f i t s  _57

Current  employees:
Vested 36
Nonvested _13

49

106

Pension Benefi ts
Members with f ive  or more paid-up years  of c re d i ted  s e rv ice  are e n t i t l e d  to 

annual pension b e n e f i t s  beginning a t  normal r e t i rem en t  age, s ix ty ,  or ea r ly  
r e t i r e m e n t  a t  z je  f i f t y - f i v e .  Members who are  under age s ix ty  who have 
twenty or more years  o f  c red i ted  se rv ice  may r e t i r e  a t  any age and rece ive  an 
a c t u a r i a l l y  reduced b e n e f i t .

The normal monthly pension b en e f i t  i s  based on the  members' years  of  se rv ice  and 
th e  cu r ren t  au thor ized  s a la ry  fo r  the p o s i t io n  from which they r e t i r e d .  The 
pension b en e f i t  i s  equal to  5% fo r  each year  o f  s e rv ice  up to  a maximum of 
75% of  s a la ry .

Major medical b e n e f i t s  are provided without co s t  to r e t i r e d  Plan members.

(Continued)



STATE OF ALASKA
JUDICIAL RETIREMENT SYSTEM

Notes to  Financial Statements

Death Benefi ts
Upon the death  of  a member who has served for a t  l e a s t  two y ea rs ,  the surviv ing 

spouse i s  e n t i t l e d  to receive monthly b en e f i t s  equal to  one-ha lf  of  the 
monthly r e t i r em en t  pay the member would have been e n t i t l e d  to  rece ive  i f  
r e t i r e d  a t  the  time of  death. I f  the member was not r e t i r e d  or would have 
been e n t i t l e d  to  l e s s  than 60% of  the monthly au thor ized  sa la ry ,  the spouse 
i s  e n t i t l e d  to  monthly benef i t s  equal to 30% of  the au thor ized  s a la ry .  The 
b e n e f i t s  continue un t i l  the surviving spouse d ie s .

I f  th e r e  i s  no e l i g i b l e  surviv ing spouse, the member's surv iv ing  dependent 
c h i ld re n  are  e n t i t l e d  to receive a benef i t  equal to  50% of the s u rv iv o r ' s  
b e n e f i t .  Each ch i ld  wi l l  receive an equal share of  the  b e n e f i t  while they 
are  dependent.

D i s a b i l i t y  Benefi ts
Members who become d isab led  are e l i g i b l e  fo r  pension b e n e f i t s  i f  they have two 

or  more years  of  s e rv ice .  Disabled members are e l i g i b l e  to rece ive  r e t i r e ­
ment b e n e f i t s  i f  they have a t  l e a s t  f ive  years  o f  s e rv ic e .

E f fec t  o f  Plan Termination
Should the  Plan terminate  a t  some future time, i t s  net a s s e t s  gene ra l ly  wil l  not 

be a v a i l a b l e  on a pro r a t a  basis  to provide p a r t i c i p a n t  b e n e f i t s .  Whether a 
p a r t i c u l a r  p a r t i c ip a n t  accumulated Plan benef i t s  w il l  be paid depends on the 
p r i o r i t y  o f  those ben e f i t s  a t  t h a t  t ime. Some b e n e f i t s  may be f u l l y  or 
p a r t i a l l y  provided fo r  by the then ex is t ing  a s se ts  while  o the r  b e n e f i t s  may 
not be provided fo r  a t  a l l .

(2) Summary o f  S ig n i f i c a n t  Accounting Pol ic ies
Basis of Accounting
The P la n ' s  f in a n c ia l  s tatements  are prepared using the accrual  bas is  of 

accounting.

Valuation of  Investments
Investments are  c a r r i ed  a t  market value to r e f l e c t  t h e i r  a s se t  values as 

determined by the l a s t  quoted market pr ice  a t  June 30, 1992 and 1991. The 
investment a c t i v i t y  of  a l l  common stocks was conso l ida ted  October 1, 1987 
with the  common stocks of  o ther  S tate  funds to  form a domestic equ i ty  pool.  
The a c t i v i t y  and the June 30, 1992 and 1991 balances o f  t h i s  domestic equity

(Continued)
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Notes to  Financial Statements

STATE OF ALASKA
JUDIr IAL RETIREMENT SYSTEM

pool are  accounted for  on a unit-accounting b a s is .  All income and r ea l ized  
and u n rea l ized  gains  are a l loca ted  monthly to  each p a r t i c ip a t in g  pool on a 
pro r a t a  ownership b as is .  All income earned is  included in dividend 
income. At June 30, 1992 and 1991, the P lan 's  investment in the domestic 
equ i ty  pool i s  comprised of the following:

Domestic e q u i t i e s
I n t e r e s t  and dividends receivable
Cash and cash equivalents

following:

I n te r e s t -b e a r in g  deposi ts  
Repurchase agreements

1992 1991

$ 8,812,473 8,025,300
22,228 24,578

657,379 483,367

$ 9,492,080 8,533,245

1991 are comprised of

1992 1991

$ 1,167,460 23,333
- 5,600,000

$ 1,167,460 5,623,333

Contr ibu t ions  Receivable
Contr ibu t ions  from employees and employers fo r  se rv ice  through June 30 are 

accrued.  These co n t r ib u t io n s  are considered f u l ly  c o l l e c t i b l e  and, accord­
ing ly ,  no allowanc° for u n co l le c t ib le  rece ivab les  is  r e f l e c t e d  in the 
f in a n c ia l  s ta te r« ; r i t s .

Accrued I n t e r e s t  and Dividends
Accrued i n t e r e s t  and dividends represen t  amounts earned but not yet. received as 

o f  June 30. These amounts are considered f u l l y  c o l l e c t i b l e  and, accordingly, 
no allowance fo r  u n co l l e c t ib le  receivables  has been r e f l e c t e d  in the f in a n ­
c ia l  s ta tem en ts .

(Continued)
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STATE OF ALASKA 
JUDICIAL RETIREMENT SYSTEM

Notes to  Financial Statements

(3) Investments
To provide an in d ica t io n  o f  the  level of  c r e d i t  r i s k  assumed by the Plan a t  

June 30, 1992, the P la n 's  depos i ts  and investments are ca tegorized  as 
fo llows:

Category 1 - Insured or  c o l l a t e r a l i z e d  with s e c u r i t i e s  held by the S ta te  or 
i t s  custodian in the S t a t e ' s  name.

Category 2 - C o l l a t e r a l i z e d  with s e c u r i t i e s  held by the pledging f ina nc ia l  
i n s t i t u t i o n ' s  t r u s t  department or custodian in the  S t a t e ' s  name.

Category 3 - U nco l la te ra l ized .

Investments

Category 1 - Insured or  r e g i s t e r e d  fo r  which the s e c u r i t i e s  are held by the 
S ta te  or i t s  custodian in the S t a t e ' s  name.

Category 2 - Uninsured and unreg is te red  investments fo r  which the s e cu r ­
i t i e s  are held by the b ro k e r ' s  or d e a l e r ' s  t r u s t  department or agent in the 
S t a t e ' s  name.

Category 3 - Uninsured and unreg is te red  investments fo r  which the
s e c u r i t i e s  are held by the b roker ' s  or d e a l e r ' s  t r u s t  department or  agent
but not in the S t a t e ' s  name:

Deposits

Market
value
and

Category carrying 
1 2 3 value

Deposits - cash S 1,167,460 1,167,460
Investments:

United States Government debt 
Federal agency debt 
Corporate bonds, notes and debentures 
Domestic equity pool

10,027,248
1,048,750

14,404,750
9,492,080

10,027,248
1,048,750

14,404,750
9,492,080

$ 36,140,288 36,140,288

(Continued)
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Notes to  Financial Statements

STATE OF ALASKA
JUDICIAL RETIREMENT SYSTEM

During 1992 and 1991, the P lan 's  investments ( inc luding  investments bought,  
so ld ,  as well as held during the year) appreciated in value as follows:

United S ta te s  Government debt 
Federal agency debt 
Corporate bonds, notes and debentures 
Domestic equ i ty  pool

1992 1991

s 348,889 162,325
44,576 -

761,812 3,805
175,103 340,526

$ 1,330,380 506,656

The c o s t ,  market and carrying values of  the P lan 's  investments a t  June 30, 1992 
and 1991 are as follows:

Carrying
Cost Market value

1992:
United S ta te s  Government 

debt $ 9,678,358 10,027,248 10,027,248
Federal agency debt 1,004,174 1,048,750 1,048,750
Corporate bonds, notes 

and debentures  13,642,937 14,404,750 14,404,750
Domestic equ i ty  pool 8,171,917 9,492,080 9,492,080

S 32,497,386 34,972,828 34,972,828

1991:
United S ta tes  Government 

debt 8,306,121 8,349,836 8,349,836
Corporate bonds, notes 

and debentures  8,875,352 8,903,046 8,903,046
Domestic equ i ty  pool 7,459,592 8,533,245 8,533,245

S 24,641,065 25,786,127 25,786,127

S ta te  of  Alaska t r e a su ry  investment policy requ ires  t h a t  s e c u r i t i e s  underlying 
repurchase agreements must have a minimum market value of  102% of  the  cos t  of 
the repurchase agreement.

(Continued)
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STATE OF ALASKA
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The Commissioner o f  Revenue has the s ta tu to ry  au thor i ty  to inves t  the moneys of 
the  Plan. This a u th o r i t y  i s  delegated to investment o f f i c e r s  of the Division 
o f  Treasury o f  th e  Department of Revenue. Alaska S ta tu te  provides fo r  the 
investment in United S ta te s  t re a su ry  or agency s e c u r i t i e s ;  corporate  debt 
s e c u r i t i e s ;  p re fe r r e d  and common stock; commercial paper; s e c u r i t i e s  of 
fo re ig n  governments,  agencies  and corporat ions;  foreign time dep o s i t s ;  gold 
b u l l i o n ;  f u tu re s  c o n t r a c t s  f o r  the purpose of hedging; real  e s t a t e  investment 
t r u s t s ;  d ep o s i t s  within  Alaska savings and loans and mutual savings banks; 
d e p o s i t s  with s t a t e  and na t ional  banks in Alaska; guaranteed loans;  notes 
c o l l a t e r a l i z e d  by mortgages; c e r t i f i c a t e s  of deposi t  and banker 's  
accep tances .

(4) Funding S ta tu s  and Progress
The amount shown below as "pension benef i t  o b l iga t ion ,"  which i s  the ac tu a r ia l  

p re se n t  value o f  c r e d i t  p ro jec ted  b en e f i t s ,  i s  a s tandardized d isc lo su re  
measure of the  p resen t  value of pension ben e f i t s ,  adjusted f o r  the e f f e c t s  of 
p ro je c te d  s a l a r y  in c rea se s ,  estimated to be payable in the fu tu re  as a r e s u l t  
o f  member s e rv ice  to  d a te .  This measure is intended to help users  assess  the 
P l a n ' s  funding s t a t u s  on a going-concern bas is ,  assess  progress  made in 
accumulating s u f f i c i e n t  a s s e t s  to pay benef i ts  when due, and make comparisons 
among p lans .  The measure i s  independent of the ac tua r ia l  funding method used 
to  determine c o n t r ib u t io n s  to  the Plan, discussed in note 5 below.

The pension b e n e f i t  o b l ig a t io n  i s  determined by William M. Mercer, Incorporated 
and i s  t h a t  amount t h a t  r e s u l t s  from applying ac tua r ia l  assumptions to  ad jus t  
th e  accumulated b e n e f i t s  to r e f l e c t  the time value of money (through d i s ­
counts  f o r  i n t e r e s t )  and the p ro b ab i l i ty  of payment (by means of decrements 
such as fo r  dea th ,  d i s a b i l i t y ,  withdrawal,  or re t i rement)  between the va lu ­
a t i o n  da te  and the  expected date  of payment. The s ig n i f i c a n t  ac tu a r ia l  
assumptions used in the  valua t ions  as of June 30, 1991 are as follows:

a. Actuar ia l  cos t  method - projected un i t  c r e d i t ,  unfunded accrued 
b e n e f i t  l i a b i l i t y  amortized over twenty-five years ,  funding surplus 
amortized over f iv e  years

b. M or ta l i ty  bas is  - 1984 Unisex Pension Mortal i ty  Table.

c .  Discount r a t e  - 9% per  annum, compounded annual ly , ne t  of investment
expenses.

d. Health co s t  i n f l a t i o n  - 9% per annum.

e. Salary sc a le  - increase  of 6% per annum, compounded annually.

(Continued)
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f .  Maximum re t i rem en t  age - 70 years  old.

g. Asset va lua t ion  - based upon actual a s se t  data  as furn ished  by the 
Division of  Retirement and Benefi ts.

h. Turnover and e a r ly  re t i rement  - annual tu rnover  and ea r ly  re t i rem ent  
a t  each age and se rv ice  is  the g r e a t e s t  of  the following amounts:

1. 0%.

2. 3% i f  se rv ice  is  g rea te r  than f i f t e e n  yea rs .

3. 6% i f  vested and immediately e l i g i b l e  for  f u l l  ben e f i t s  
based on re t irement  provis ion.

4. 10% i f  vested and age is  g r e a t e r  than s ix ty - fo u r .

D i s a b i l i t y  assumptions are based upon actual h i s t o r i c a l  occurrence 
r a t e s  of  the  Plan.

The foregoing a c tu a r i a l  assumptions are based on the presumption th a t  
the Plan w il l  cont inue.  Were the Plan to te rm ina te ,  d i f f e r e n t  
a c tu a r i a l  assumptions and other  fa c to rs  might be app l icab le  in 
determining the ac tu a r ia l  present  value of  accumulated b e n e f i t s .

At June 30, 1991, the  unfunded pension benef i t  o b l ig a t io n  was $13,658,157 as 
follows:

Net a s se t s  a v a i la b le  fo r  benef i t s  as of
June 30, 1991, a t  market $ 31,968,055

Pension b e n e f i t  ob l iga t ion :
Ret i rees  and b en e f i c i a r i e s  cu r ren t ly  

rece iv ing  b en e f i t s  and terminated
members not y e t  receiving b en e f i t s  29,897,257

Current members:
Accumulated employee con tr ibu t ions

including a l loca ted  investment income 1,154,693
Employer-financed, vested 14,013,007
Employer-financed, nonvested 561,255

Total pension benef i t
ob l ig a t io n  as of  June 30, 1991 45,626,212

Unfunded pension benef i t
ob l ig a t io n  as of June 30, 1991 $ 13,658,157

(Continued)
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(5) Contr ibu t ions
Employee Contr ibut ions
Plan members appointed a f t e r  June 30, 1978 co n t r ib u te  7% of  t h e i r  compensation 

to  the Plan. Contr ibut ions  are not required a f t e r  members have made c o n t r i ­
bu t ions  f o r  f i f t e e n  y ea r s .  Present employee accumulated co n t r ib u t io n s  at  
June 30, 1992 and 1991 were $1,765,737 and $1,154,693, r e sp e c t iv e ly .
Employee co n t r ib u t io n s  earn i n t e r e s t  a t  the r a t e  of  4.5% per annum, compound­
ed semiannually. Contr ibutions  are co l lec ted  by the employer and remit ted  to 
the  Plan. Members appointed before July 1, 1978 are not required to  make 
c o n t r ib u t io n s .

Employer Contr ibut ions
The P la n ' s  funding pol icy  provides fo r  per iodic  employer co n t r ib u t io n s  a t  a c tu ­

a r i a l  ly  determined r a t e s  t h a t ,  expressed as percentages of  annual covered 
p a y r o l l ,  are s u f f i c i e n t  to accumulate s u f f i c i e n t  a s se t s  to pay b en e f i t s  when 
due. Employer co n t r ib u t io n  r a te s  are level percentages  o f  payroll  and are 
determined using the pro jec ted  unit  c r e d i t  a c tu a r ia l  funding method. The 
Plan a l so  uses the  level  percentage of payroll  method to  amortize the unfund­
ed l i a b i l i t y  over a twenty-f ive  year period.  Funding surp luses  are amortized 
over  f iv e  years .

Contr ibu t ions  made in accordance with a c tu a r i a l l y  determined con tr ibu t ion  
requirements  determined through ac tuar ia l  va lua t ions  c o n s is t  of  the 
fol lowing:

1992 1991

Amount

As a 
percentage 
of covered 
payroll Amount

As a 
percentage 
of covered 
payroll

Enployer $ 2,542,598 50.20% $ 2,491,202 50.19%
Enployee 250,497 4.95 217,516 4.38

$ 2,793,095 55.15% $ 2,708,718 54.57%

Normal cost 1,354,277 26.74 1,194,545 24.06
Amortization of unfunded 

actuarial accrued liabili ty 1,438,818 28.41 1,514,173 30.51

$ 2,793,095 55.15% $ 2,708,718 54.57%

The a c tu a r i a l  va lua t ions  f o r  1992 and 1991 were performed as of  June 30, 1991 
and 1990, r e sp e c t iv e ly .

(Continued)
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S ig n i f i c a n t  a c tu a r ia l  assumptions used to compute co n t r ib u t io n  requirements  are 
the  same as those used to  compute the s tandardized measure of  the pension 
b e n e f i t  ob l ig a t io n  discussed in note 4.

(7) Ten-year H is to r ica l  Trend Information
Ten-year h i s t o r i c a l  t rend information (where av a i lab le )  designed to  provide 

information about the P lan 's  progress made in accumulating s u f f i c i e n t  asse ts  
to  pay b en e f i t s  when due i s  presented in the accompanying supplemental 
schedules  of an a ly s is  of  funding progress and revenues by source and expense 
by type .



Schedule 1

R e q u i r e d  S u p p l e m e n t a r y  I n f o r m a t i o n  
A n a l y s i s  o f  F u n d i n g  P r o g r e s s

( 0 0 0 ' s  o m i t t e d )

STATE OF ALASKA
JUDICIAL RETIREMENT SYSTEM

U n f u n d e d
( a s s e t s  i n
e x c e s s  o f ) A n n u a l

P e n s i o n P e r c e n ­ p e n s i o n c o v e r e d
Y e a r  e n d e d N e t  a s s e t s b e n e f i t t a g e b e n e f i t p a y r o l l

J u n e  3 0 a v a i l a b l e o b i i g a t i o n f u n d e d o b i i q a t i o n ( u n a u d i t e d )

1 9 9 0 S 2 8 , 6 0 3 $  3 4 , 4 8 2 8 3 . 0 % $ 5 , 8 7 9 S 4 , 7 1 2
1 9 9 1 3 1 , 9 6 8 4 5 , 6 2 6 7 0 . 0 1 3 , 6 5 8 4 , 3 6 3

U n f u n d e d  
( a s s e t s  i n  
e x c e s s  o f )  

p e n s i o n  
b e n e f i t  

o b i i g a t i o n  
a s  a 

p e r c e n t a g e  
o f  c o v e r e d  

p a y r o l l

1 2 4 . 7 %
3 1 3 . 0

A n a l y s i s  o f  t h e  d o l l a r  a m o u n t s  o f  n e t  a s s e t s  a v a i l a b l e  f o r  b e n e f i t s ,  p e n s i o n  b e n e f i t
o b l i g a t i o n ,  a n d  u n f u n d e d  p e n s i o n  b e n e f i t  o b l i g a t i o n  i n  i s o l a t i o n  c a n  b e  m i s l e a d ­
i n g /  E x p r e s s i n g  t h e ' n e t  a s s e t s  a v a i l a b l e  f o r  b e n e f i t s  a s  a  p e r c e n t a g e  o f  t h e  p e n ­
s i o n  b e n e f i t  o b l i g a t i o n  p r o v i d e s  o n e  i n d i c a t i o n  o f  t h e  p l a n ' s  f u n d i n g  s t a t u s  on  a 
g o i n g - c o n c e r n  b a s i s .  A n a l y s i s  o f  t h i s  p e r c e n t a g e  o v e r  t i m e  i n d i c a t e s  w h e t h e r  t h e  
p l a n  i s  b e c o m i n g  f i n a n c i a l l y  s t r o n g e r  o r  w e a k e r .  G e n e r a l l y ,  t h e  g r e a t e r  t h i s  p e r ­
c e n t a g e ,  t h e  s t r o n g e r  t h e  p l a n .  T r e n d s  i n  u n f u n d e d  p e n s i o n  b e n e f i t  o b l i g a t i o n  a n d  
a n n u a l  c o v e r e d  p a y r o l l  a r e  b o t h  a f f e c t e d  b y  i n f l a t i o n .  E x p r e s s i n g  t h e  u n f u n d e d  p e n ­
s i o n  b e n e f i t  o b l i g a t i o n  a s  a  p e r c e n t a g e  o f  a n n u a l  c o v e r e d  p a y r o l l  a p p r o x i m a t e l y  
a d j u s t s  f o r  t h e  e f f e c t s  o f  i n f l a t i o n  a n d  a i d s  a n a l y s i s  o f  t h e  p l a n ' s  p r o g r e s s  m ad e
i n  a c c u m u l a t i n g  s u f f i c i e n t  a s s e t s  t o  p a y  b e n e f i t s  w h en  d u e .  G e n e r a l l y ,  t h e  s m a l l e r
t h i s  p e r c e n t a g e ,  t h e  s t r o n g e r  t h e  p l a n .

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



N o t e s  t o  R e q u i r e d  S u p p l e m e n t a r y  I n f o r m a t i o n

Y e a r s  e n d e d  J u n e  3 0 ,  1 9 9 2  a n d  1 9 9 1

STATE OF ALASKA
JUDICIAL RETIREMENT SYSTEM

A l l  s i g n i f i c a n t  < t : c o u n t i n g  p o l i c i e s ,  b e n e f i t  p r o v i s i o n s  a n d  a c t u a r i a l  a s s u m p t i o n s  
a r e  t h e  s a m e  f o r  t h e  r e q u i r e d  s u p p l e m e n t a r y  i n f o r m a t i o n  a n d  t h e  f i n a n c i a l  
s t a t e m e n t s .
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W I L L I A M  ,VV
MERCER
IV  I t ?

Septem ber 11, 1991

Mr. Robert F. Stalnaker
Deputy Director
State of Alaska
D epartm ent of Administration
Division of Retirem ent & Benefits
P.O. Box CR
Juneau, AK 99811

Re: Judicial Retirement System Valuation Report
as of June 30, 1990

D ear Bob:

Please find enclosed seven bound copies and one unbound copy of the S tate’s 
Judicial Retirem ent System valuation report.

Please do not hesitate to call if you need any more copies or have any further 
comments.

Sincerely,

James W. Jacobson 
Actuarial Assistant

JWJ/KMJ/jls

Enclosures
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H ig h l ig h ts
This report has been prepared by William M. Mercer, Incorporated to:

1. present the results of a valuation of the Alaska Judicial Retirem ent System as of 
June 30, 1990;

2.

3.

review experience under the Plan for the period July 1, 1988 to June 30,1990;

determ ine the contribution rate for the Judicial Retirem ent System for Fiscal 
Y ears 1993 and 1994;

4. provide reporting and disclosure information for financial statem ents, 
governmental agencies, and other interested parties.

The report is divided into two sections. Section 1 contains the results of the valuation. It 
includes the experience of the Plan during the 1988/89 and 1989/90 plan years, the current 
annual costs, and reporting and disclosure information.

Section 2 describes the basis of the valuation. It summarizes the Plan provisions, provides 
information relating to the Plan participants, and describes the funding m ethods and 
actuarial assumptions used in determining liabilities and costs.

The principal results are as follows:

Funding Status as of June 30:
1988 1990

a. Valuation Assets $ 20,427,073 $ 28,014,214

b. Accrued Liability 31,714,820 34,481,706

c. Funding Ratio, (a) / (b) 64.4% 81.2%

Recommended Contribution Rates:
FY91-FY92 FY93-FY94

a. Normal Cost Rate 24.83% 23.95%

b. Past Service Cost Rate 26.38% 15.51%

c. Total Employer Cost Rate 51.21% 39.46%

William M. Mercer. Incorporated



In preparing this valuation, we have employed generally accepted actuarial methods and 
assumptions, in conjunction with employee data and financial information provided to us by 
your office, to determine a sound value for the System’s liabilities. We believe that this 
value and the method suggested for funding it are in full compliance with the Governm ental 
Accounting Standards Board, the Internal Revenue Code,and all applicable regulations.

Respectfully submitted,

Peter L. Godfrey, FLA, ASA
Principal Associate

JWJ/jls

Septem ber 9, 1991

William M. Mercer, Incorporated
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Analysis of Valuation

Actuarial M ethod and Assumptions

The actuarial method and assumptions are the same as those used in the June 30. 1988 
valuation.

Salary Increases

Salaries rem ained unchanged for all active judges, but the Administrative D irector’s annual 
salary reduced from $83,724 at June 30, 1988 to 577,304 at June 30, 1990. The additional 
effects of new participants since June 30, 1988 and of terminations and retirem ents caused 
the average annual salary to reduce from $75,404 at June 30, 1988 to $74,880 at June 30, 
1990. Since we assumed an average annual salary increase of 6% in the valuation as of June 
30, 1988, there resulted an actuarial gain due to salary experience which increased the 
funding ratio and reduced the total contribution rate.

Investm ent Performance

The rate of return on investments during fiscal year 1989 was 7.84% and the rate of return 
during fiscal year 1990 was 8.27%, net of expenses. However, as noted in Section 1.1, the 
value of the assets as of June 30, 1988, reported in the June 30, 1988 valuation report, was 
understated. There was therefore an increased return on investments which was not 
reported in the June 30, 1988 valuation. Recognition of this return in this valuation 
increased the net annual return during the two-year period to 11.60%. Our actuarial 
calculations are based upon the assumption that the System’s assets will earn 9% per year. 
This resulted in an actuarial gain to the System, increasing the funding ratio and reducing 
the contribution rate.

Health Prem ium s

The blended monthly premium increased from $211.22 for FY89 to $243.98 for FY91, an 
annual increase of 7.5%. Since we assumed an annual increase in hea’th premiums of 9% 
during FY89 and FY90, there resulted an actuarial gain from health premiums which 
increased the funding ratio and reduced the total contribution rate.

M em bership Statistics

The average age of active participants increased by 0.65 years and the average past service 
increased 0.58 years. The average age of vested terminations increased by 0.20 years and 
of retirees by 0.68 years. The changes in active and retired averages tended to offset each 
other, producing little net effect on the funding ratio and the total contribution rate of the 
system.

William M. Mercer. Incorporated
3



Summary

The overall effect of the actuarial gains was a significant increase in the funding ratio from 
64.4% to 81.2% and a reduction in the total contribution rate from 51.21% to 39.46% of 
pay. In summary, the System enjoyed a good two years with substantial actuarial gains 
arising from favorable investment returns and salary experience. We expect the System to 
continue to maintain a sound financial position.

William M. Mercer. Incorporated
4



V a lu a t io n  Resu lts

This section sets forth the results of the actuarial valuation.

Section 1.1 shows the transactions of the System’s fund during FY89 and FY90. 

Section 1.2 shows the actuarial present values as of June 30, 1990.

Section 1.3 develops the total contribution rate.

Section 1

William M. Mercer. Incorporated



1.1 Development of Valuation Assets

FY89 FY90

Net Assets Available for
Benefits, Beginning of Year $ 22,233,876* ? 24.97,1,176

Additions:

Employee Contributions $ 178,964 $ 237,065
Employer Contributions 2,222,079 2,157,892
Indebtedness Interest 18,303 51,980
Investment Income 1.811.651 2.134.322

$ 4,230,997 $ 4,581,259

Deductions:

Retirem ent Benefits 
Medical Benefits 
Administrative Expenses

$ 1,368,015 
95,000 
30.682

$ 1,408,034 
99,839 
3C 348

S 1,493,697 $ 1,538,221

Net Assets Available for
Benefits, End of Year $ 24.971,176 S 28.014.214

Approximate Investment Return Rate
During the Year, Net of Expenses 7.84% 8.27%

* The value of assets reported in the June 30,1988 valuation as of the end of FY88 was 
$20,427,073. The statem ent of net assets provided to us for this valuation shows a 
value of assets as of the beginning of FY89 of $22,233,876. We understand that the 
end of FY88 value was understated and should have been $22,233,876.

William M. Mercer, Incorporated
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1.2 Breakdown of P resent Value of Benefits at June 30, 1990

Active Participants

Retirem ent Benefits 

Disability Benefits 

D eath Benefits 

D eferred Benefits 

H ealth Benefits 

Subtotal

Retirees and Survivors

Retired M embers’ Benefits 

H ealth Benefits 

Subtotal

Vested Term inations

D eferred Retirem ent Benefits

H ealth Benefits

Subtotal

Total

Normal Cost Accrued Liability

$ 572,486 $ 6,282,022

22,905 208,173

114,211 1,102,678

354,887 3,870,829

44,145 1.214.249

$ 1,108,634 $ 12,677,951

$ 16,432,904

1.185.986 

$ 17,618,890

$ 3,684,215

500.650 

$ 4,184,865

$ 34,481,706

William M. Mercer, Incorporated
7



1.3 Calculation of Total Contribution Rate

1. Total Normal Cost $ 1,108,634

2. Total Salaries 3,893,760

3. Total Normal Cost Rate, (1) / (2) 28.47%

4. Average Employee Contribution Rate 4.52%

5. Employer Normal Cost Rate,
(3) - (4) 23.95%

6. Accrued Liability $ 34,481,706

7. Assets 28,014,214

8. Total Unfunded Liability, (6) - (7) 6,467,492

9. Amortization Factor 10.706612

10. Past Service Payment, (8) / (9) 604,065

11. Past Service Rate, (10) / (2) 15,51%

12. Total Employer Contribution Rate, (5) + (11) 39.46%

8
William M. Mercer, Incorporated



Section 2

Basis of V a lu a t io n

In this section, the basis of the valuation is presented and described. This information — the 
provisions of the System and the census of participants -- is the foundation of the valuation, 
since these are the present facts upon which benefit payments will depend.

A  summary of the System’s provisions is provided in Section 2.1 and participant census 
information is shown in Section 2.2 to Section 2.4.

The valuation is based upon the premise that the Plan will continue in existence, so that 
future events must also be considered. These future events are assumed to occur in 
accordance with the actuarial assumptions and concern such events as the earnings of the 
fund, the number of participants who will retire, die, terminate their services, their ages at 
such termination and their expected benefits.

The actuarial assumptions and the actuarial cost method, or funding method, which have 
been adopted to guide the sponsor in funding the System in a reasonable and acceptable 
manner, are described in Section 2.5.

William M. Mercer. Incorporated
9



2.1 Summary of Plan Provisions

1. Employees Included

All Judges and Justices of the Supreme, Superior, District and Appellate Courts and
the administrative director of the Alaska Court System.

2. Employee Contributions

a. M andatory Employee Contributions: 7% of salary for each year of service up to 
15 years, if appointed after June 30,1978.

b. Interest Credited: 4-1/2% compounded semiannually on June 30 and
Decem ber 31.

c. Refund at Termination (no vesting): Return of contributions with interest.

d. Refund at Death: If no widow’s pension payable, return of contributions with
interest.

3. Normal Retirement Benefit

a. Eligibility: Age 60 with five or more years of service.

b. Type: Life only, with a 50% Survivor Benefit if married.

c. Amount: (For each year of service up to 15 years) 5% of the monthly salary
authorized for the appropriate court, at the time each payment is made.

4. Early Retirem ent Benefit

a. Eligibility: Age 55 or 20 or more years of service.

b. Type: Life only, with a 50% Survivor Benefit if married.

c. Amount: Actuarial equivalent of Normal Retirem ent Benefit based on service to 
Early Retirem ent Date.

William M. Mercer. Incorporated
10



5. Deferred Vested Benefit

a. Eligibility: Five or more years of service.

b. Type: Normal or Early Retirem ent Benefit.

c. Amount: Monthly benefit begins on employee’s date of retirement. A m ount
determ ined in the same manner as Normal or Early Retirement Benefit.

6. Disability Benefit

a. Eligibility: Two or more years of service.

b. Type: Monthly benefit payable until death or recovery.

c. Amount: Same as Normal Retirem ent Benefit except payments commence
immediately.

7. D eath Benefit Before Retirem ent

If not married, accrued contributions with interest are returned. If married, an income 
benefit is available at death after two years of service. The benefit is 50% of the
accrued Normal Retirem ent Benefit, but at least 30% of the authorized salary. U nder
certain conditions, survivor benefits are payable to minor dependents.

8. Medical Benefits

Each retiree is provided with major medical benefits.

William M. Mercer. Incorporated
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2.2 Changes in System Participation From 6-30-88 to 6-30-90

Active Participants

Total, June 30, 1988 53

New Entrants 6
R eturned From Non-Vested Status 0

R eturned From Vested Status 0

Non-Vested Terminations 0

Vested Terminations (5)

Retirem ents (1)

D eaths (1)

Total, June 30, 1990 52

Vested Term inations

Total, June 30, 1988 9

New Vested Terminations 5

Retirem ents (2)

Returned to Active Status 0

O m itted from Previous Valuation 0

D eaths _Q

Total, June 30, 1990 12

Retirees and Survivors

Total, June 30, 1988 34

New Retirem ents 3

New Survivors 0

Q D R O  Recipients 2

D eaths _0

Total, June 30, 1990 39

William M. Mercer, Incorporated
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g 2.3 Miscellaneous Information as of June 30

1982 1984 1986 1988 1990

5 Active M embers 

1. Num ber 48 47 54 53 52

"• 2. Average Age 46.24 47.53 46.51 47.99 43.64 |-

; 3. Average Service 7.88 8.42 8.01 8.94 9.52 *■

^  4. Average Annual Base Pay $67,893 $71,621 $75,245 $75,404 $74,880 I

I  Vested Term inated M embers 1

• 1. Num ber 7 9 9 9 12

;! 2. Average Age 41.91 46.39 47.58 47.98 48.18 |

J  3. Average Service 8.98 9.01 7.91 6.72 8.05 '■

,.■« 4. Average Monthly Benefit $ 2,389 $ 2,350 $ 2,137 $ 2,001 $ 2,446 [

j  Retirees and Beneficiaries 1

1 . Num ber 24 27 30 34 39 |

; 2. Average Age 64.92 65.80 67.11 67.53 68.21
3. Average Monthly Benefit $ 2,862 $ 3,069 $ 3,173 $ 3,154 $ 2,964 |

William M. Mercer, Incorporated
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2.4 Distributions of Active Participants

ANNUAL EARNINGS BY SERVICEANNUAL EARNINGS BY AGE

NUMBER TOTAL AVERAGE
AGE OF PROJECTED PROJECTEI

GROUPS PEOPLE EARNINGS EARNINGS

0 -19 0 0 0
20 -24 1 77,304 77,304
25 -29 0 0 0
30 -34 0 365,544 0
35 -39 5 776,928 73,109
40 -44 11 901,560 70,630
45 -49 12 859,392 75,130
50 -54 11 539,064 78,127
55 -59 7 296,664 77,009
60 -64 4 77,304 74,166
65 -69 1 0 77,304
70 -74 0 0 0
75 -79 0 0 0

80+ 0 0 0

TOTAL 52 S3.893.760 S74.880

YEARS NUMBER TOTAL AVERAGE
OF OF PROJECTED PROJECTED

SERVICE PEOPLE EARNINGS EARNINGS

0 3 221,424 12,081
1 3 221.424 27,510
2 1 66,816 30,708
3 2 154,608 32,467
4 1 77,304 35,155
0 -4 10 741,576 30,773
5 -9 23 1,684,224 37,433

10 -14 10 782,088 42,467
15 -19 7 533,328 54,884
20 -24 1 66,816 48,022
25 -29 0 0 63,242
30 -34 1 85,728 77,582
35 -39 0 0 64,558

40+ 0 0 0

TOTAL 52 S3.893.760 S74.880

YEARS OF SERVICE BY AGE 

YEARS OF SERV'CE

AGE 0 -4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40+ TOTAL

0 -19 0 0 0 0 0 0 0 0 0 0
20

C\J1 1 0 0 0 0 0 0 0 0 1
25 -29 0 0 0 0 0 0 0 0 0 0
30 -34 0 0 0 0 0 0 0 0 0 0
35 -39 4 1 0 0 0 0 0 0 0 5
40 -44 2 8 1 0 0 0 0 0 0 11
45 -49 3 6 3 0 0 0 0 0 0 12
50 -54 0 4 4 3 0 0 0 0 0 11
55 -59 0 3 1 2 1 0 0 0 0 7
60 —64 0 1 0 2 0 0 1 0 0 4
65 -69 0 0 1 0 0 0 0 0 0 1
70 -74 0 0 0 0 0 0 0 0 0 0
75 -79 0 0 0 0 0 0 0 0 0 0

80+ 0 0 0 0 0 0 0 0 0 0

TOTAL 10 23 10 7 1 0 1 0 0 52

William M. Mercer, Incorporated 1A



2.5 Actuarial Basis

Valuation of Liabilities

A. Actuarial Metho d - Projected Unit Credit. Liabilities and contributions shown in the 
report are computed using the Projected Unit Credit method of funding. The unfunded 
accrued benefit liability is amortized over 25 years. Actuarial funding surpluses are 
amortized over five years.

The objective under this method is to fund each participant's benefits under the plan 
as they accrue. Thus, each participant’s total pension projected to retirem ent with 
salary scale is broken down into units, each associated with a year of past or future 
service. The principle underlying the method is that each unit is funded in the year 
for which it is credited. Typically, when the method is introduced there will be an 
initial liability for benefits credited for service prior to that date, and to the extent that 
this liability is not covered by Assets of the Plan there is an Unfunded Liability to be 
funded over a chosen period in accordance with an amortization schedule.

An Accrued Liability is calculated at the valuation date as the present value of benefits 
credited with respect to service to that date.

The Unfunded Liability at the valuation date is the excess of the Accrued Liability over 
the Assets o f the Plan. The level annual payment to be made over a stipulated num ber 
of years to amortize the Unfunded Liability is the Past Service Cost.

The Normal Cost is the present value of those benefits which are expected to be 
credited with respect to service during the year beginning on the valuation date.

U nder this method, differences between the actual experience and that assumed in the 
determination of costs and liabilities will emerge as adjustments in the Unfunded 
Liability, subject to amortization.

B. Actuarial Assum ptions -

1. Interest 9% per year, compounded annually, net of
expenses.

2. Mortality 1984 Unisex Pension Mortality Table.

3. Salary Scale 6% per year, compounded annually.

4. Health Cost Inflation 9% per year.

William M. Mercer, Incorporated
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5. Turnover and Early Retirem ent Annual turnover and early retirem ent at
each age and service is the greatest of the 
following amounts:

a. 0%

b. 3% if service is greater than 15 years.

c. 6% if vested and immediately eligible 
for full benefits based on retirem ent 
provision.

d. 10% if vested arid age is greater than 
64.

6. Disability In accordance with Table 1.

7. Maximum Retirem ent Age Age 70.

Valuation of Assets

Based upon asset data as furnished by the Division of Retirem ent and Benefits. 

Valuation of Medical Benefits

M edical benefits for retirees are provided by the payment of premiums from the fund. A 
pre-65 cost and lower post-65 cost (due to Medicare) are assumed such that the total rate 
for all retirees equals the current premium rate, increased with 9% annual inflation. The 
actuarial cost method used for funding retirement benefits is also used to fund health 
benefits.

ForFY 91 the pre-65 monthly premium is 5318.94 and the post-65 premium is $121.50, based 
on a total blended premium of $243.98. These rates and the pre-65/post-65 split were 
provided by Deloitte & Touche.

William M. Mercer, Incorporated
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Table 1 

State of Alaska 

Judicial Retirement System

JUDGVALji*

Disability Rates 

Annual Rates Per 1,000 Employees

Age Rate Age Rate

20 .17 45 .41
21 .17 46 .44
22 .18 47 .48
23 .18 48 .52
24 .18 49 .56

25 .19 50 .60
26 .19 51 .65
27 .19 52 .72
28 .20 53 .80
29 .20 54 .89

30 .21 55 1.00
31 .21 56 1.15
32 .22 57 1.34
33 .22 58 1.53
34 .23 59 1.80

35 .24 60 2.11
36 .25 61 2.44
37 .26 62 2.83
38 .27 63 3.26
39 .28 64 3.73

40 .29
41 .30
42 .32
43 .34
44 .37

William M. Mercer, Incorporated



D A T E :  FEBRUARY 10 , 1994 P L A C E :  C a p i t o l ,  R o o m  1 0 2

S U B J E C T  O F  M E E T I N G :
HCR-29 Commend A i r  Fo rce  E n v i r  Impact Sta tement 
HB-395 Court A d m in is t r a t i v e  D i r e c t o r  in  PERS 
HB-411 A rt in  P u b l i c  P la c e s  
HCR-30 Tw en ty -S ix th  Annual G i r l s  S ta te

HOUSE STATE AFFAIRS COMMITTEE

REPRESENTING BUSINESS/PERSONAL MAILING ADDRESS PHONE
DO YOU WANT 

(W) PHONE TO TESTIFY?
WHAT SUBJECT/ 

WHICH BILL?

P a g e  o f  - -





TO WHOM IT MAY CONCERN:
THE UNDERSIGNED REGISTERED VOTERS OF WHITTIER,ALASKA DO NOT WISH FOR HOUSE BILL 397' TO BECOME 
LAW. IF  YOU HAVE ANY QUESTIONS REGARDING THIS PETITION PLEASE CONTACT BABS REYNOLDS AT PHONE

APR 5 1994iumber 472- 237^ o r by w ritin g  to  box # 665 , w h itt ie r ,  a la sk a  99693
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NAME (P R IN T E D ;

TC WHOM I T  MAY CONCERN:

T H E  U ND ERSIGNED R E G IS T E R E D  VOTERS O F W H IT T IE R ,A L A S K A  DO NOT W ISH FOR HOUSE B IL L  3 9 7  TO BECOME 

LAW . I F  YOU HAVE ANY Q U E S T IO N S REGARDING T H IS  P E T IT IO N  P L E A S E  CONTACT BABS REYNOLDS AT PHONE 

NUMBER 4 7 2 - 2 3 ? 4  OR BY W R ITIN G  TO BOX #  665 , W H IT T IE R , ALASKA 9 9 6 9 3
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TO WHOM I T  MAY CONCERN:

T H E  UNDERSIGNED R E G IS T E R E D  VOTERS O F  W H IT T IE R , ALASKA DO NOT W ISH FOR HOUSE B IL L  3 9 7  TO BECOME 

LAW . I F  YOU HAVE ANY Q U E S T IO N S  REGARDING T H IS  P E T IT IO N  P L E A S E  CONTACT BABS REYNOLDS AT PHONE 

NUMBER 4 7 2 - 2 3 7 4  OR BY W R ITIN G  TO BOX #  665 , W H IT T IE R , ALASKA 9 9 6 9 3
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TO WHOM I T  MAY CONCERN:

T H E  UNDERSIGNED R E G IS T E R E D  VOTERS O F W H IT T IE R ,A L A S K A  DO NOT W ISH FOR HOUSE B IL L  3 9 7  TO BECOME 

LAW. I F  YOU HAVE ANY Q U E S T IO N S  REGARDING T H I S  P E T IT IO N  P L E A S E  CONTACT BABS REYNOLDS AT PHONE 

NUMBER 4 7 2 - 2 3 7 4  OR BY W R ITIN G  TO BOX #  665 , W H IT T IE R , ALASKA 9 9 6 9 3

NAME (P R IN T E D ) NAME (W R IT T E N ) PHONE(ADDRESS Xr. MAILING ADDRESS
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TO  WHOM I T  MAY CONCERN;

T H E  UNDERSIGNED R E G IS T E R E D  VOTERS O F  W H IT T IE R ,A L A S K A  DO NOT W ISH FOR HOUSE B I L L  3 9 7  TO BECOME 

LAW . I F  YOU HAVE ANY Q U E S T IO N S  REGARDING T H IS  P E T IT IO N  P L E A S E  CONTACT B A BS REYNOLDS A T PHONE 

NUMBER ^ 7 2 - 2 3 7 ^  OR BY W R ITIN G  TO BOX #  665  , W H IT T IE R , ALASKA 9 9 6 9 3

NAME (PRINTED) NAME (WRITTEN) ADDRESS * MAILING ADDRESS PHONE DATE
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NAME (P R IN T E D )

TO WHOM I T  MAY CONCERN:

T H E  UND ERSIG NED  R E G IS T E R E D  VOTERS O F W H IT T IE R ,A L A S K A  DO NOT WISH FOR HOU SE B I L L  3 9 7  TO BECOME 

LAW . I F  YOU HAVE ANY Q U E S T IO N S  REGARDING T H IS  P E T I T I O N  P L E A S E  CONTACT B A BS REYNOLDS A T PHONE 

NUMBER 4 7 2 - 2 3 7 4  OR BY W R ITIN G  TO BOX #  665 , W H IT T IE R , ALASKA 99693

"NAME ( W R ITTEN )

A ■ rv> -7-   / 'A

ADDRESS Xr M A IL IN G  ADDRESS 
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HOUSE COMMITTEE REPORT
(?)

Date Referred: January 26, 1994 FinanceFURTHER REFERRALS

Date of Committee Action

The S"lATE AFFAIRS Committee considered

PFD ADMINISTRATIVE PROCEEDINGSHOUSE BILL NO. 400

"An Act relating to administrative proceedings involving a determination of eligibility for a permanent fund 
dividend or authority to claim a dividend on behalf of another."

RECOMMENDATIONS: I ] the same title
be replaced w ith ___________________________________________________ 1 ] a new title
f J have attached amendments(s)
I j do pass 
[ J do not pass 
[ /]  no recommendations 
[ ■ j individual recommendations
[ ] additional referral to th e _____________________________________ Committee

letter of IntentADOPTS

APPROVES PREVIOUSATTACHES NEW FISCAL 

[V] fiscal impact wQitfilc

(Dopi/Daic)

[ ] Fiscal note(s)

SIGNING DO  PASS OTHER m tOMM ENDATIONS
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FISCAL NOTE

1994 LEGISLATIVE SESSION
Revision Date: 03-04-94

Title:

S'l’ATE OF ALASKA BILL NO. HB 400

PFD Adm inistrative Proceedings

Dept. Affected: 

'B R U : 

Component:

Revenue

Permanent Fund Dividend

Permanent Fund Dividend

Sponsor:

Requestor:

Rep. GREEN

House State Affairs Committee

Expenditures/Revenues:

COMPONENT SERIAL NO.

(Thousands of Dollars)

0 3 1

OPERATING . FY95 FY96 FY97 FY98 FY99 FY00

PERSONAL SERVICES 

TRAVEL

CO NTRACTUAL - -

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

-0- (7.9) ( 52.7) (187.1) (187.1) (187.1)

-C- -0- -0- -0- -0- -0-

7.5 (86.6) (86.6) (86.6) (86.6) (86.6)

-0- -0- -0- -0- -0- -0-

-0- -0- -0- -0- -0- -0-

TO TAL OPERATING 7.5 (94.5) (139.3) (273.7) (273.7) (273.7)

C APITAL -0- -0- -0- -0- -0- -0-

iREVENUE FUND SO U R CE: 1050 117.3 119.6 127.2 129.0 129.0 129 0

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1C04 GF

1005 GF/Proqram Receipts

1006 GF/MHTIA

Other (Dividend Fund 1050) 7.5 (94.5) (139.3) (273.7) (273.7) (273.7)

TO TAL 7.5 (94.5) (139.3) (273.7) (273.7) (273.7)

POSITIONS:
FULL-TIME (1) (4) (4) (4)
PART-TIME
TEMPORARY
Estimate o f current year (FY94) impact: S

A N A LY S IS :

See Pages 2 through 4, as well as the attachments.

N
•

Prepared by: Thom as C. Wiltfmrre Phone: 465-2323

D; ision:

Approved by Commissioner;

Agency: Department

^  JE sgrianent F>md Dividend

oTRevenui

Date: 03-04*94

ue

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

(Rov 11/93) 94(i5col nte/tal Page 1 o f 4



ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND DIVISION 

A N A L Y S IS  O F H B  4 0 0
As of March 4, 1994

A. This Legislation would be effective in FY95.
B. 55% of all appeals received involve bright line issues a 5% of all appeals 

received involve non-bright line issues. Bright line issues a  ̂Those that are clearly 
definable by objective criteria, such as whether an individual was physically 
present in state during the two previous calendar years or met an application 
deadline. Non-Lr.ght line issues are those that involve issues that are more

— subjective, such as whether an individual demonstrated an intent to return tu 
Alaska.

C. The addition of a fee will mean some of those individuals whose denial involved 
a bright line issue as well as some of those individuals whose denial involved a 
non-bright line issue will not appeal.

D. The Department would adopt regulations to:
1. allow an indigent individual to be exempt from the fee and outline the 

specific requirements for qualifying for such an exemption;
X

2. require payment of the fee by checks or money orders only (no cash 
payments);

3. consider any appeal to be invalid if
a. the appeal was not accompanied by the fee;
b. an insufficient amount was submitted;
c. accompanied by a cash payment; or
d. which the check was returned for non-sufficient funds; and

4. make it clear that the Department would not issue receipts over the counter;
E. The PFD Division would continue to receive the vast majority of appeals and the

associated fees in the mail. The Anchorage and Juneau Dividend Information 
Offices would receive and accept a relatively small number of appeals and the 
associated fees across the counter. The Information Offices would forward all 
appeals and fees to the Dividend Appeals unit for processing;

F. The PFD Masterfile Computer System would be modified:
1. adding a field to indicate whether the applicant was exempt from the fee as

the result of indigence or if not exempt whether the fee actually 
accompanied the appeal;

A ssu m p tio n s
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ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND DIVISION 

A N A L Y S I S  O F  H B  4 0 0
As of March 4, 1994

2. to send a redesigned computer generated appeal receipt letter not only 
advising the applicant that their appeal has been received, but whether a 
required fee in the appropriate amount was included. If the fee was not 
included or the amount was less than the required fee, the receipt letter 
would advise an applicant that the appeal would not be valid unless the 
Department received the additional amount within 30 days of the date of the 
notice. It would also advise the applicant that if they did not send in the 
additional amount or request in writing a return of the insufficient amount 
within 30 days of the date of the notice that the fee would be forfeited. If

— an appellant's check was returned for non-sufficient funds, the Department
would send the appellant a notice advising an applicant that the appeal 
would be invalidated unless the Department received the additional amount 
within 30 days of the date of the notice.

3. automatically refund fees when an appeal decision overturned the original 
denial; and

4. produce a daily reconciliation report for fee receipts.
G. Necessary data processing programming updates to the PFD System Masterfile 

would require approximately 3 weeks work at a csntractual services cost estimated 
to not exceed $7,500 in FY95.

H. Additional data entry and fee processing could be accomplished by current staff, 
since with the adoption of the appeal fee requirement the total number of appeals 
received is expected to decline.

I. See the attachments for the assumptions regarding the number of appeals to be 
received and the required staffing levels. If these assumptions are correct then:
1. In FY96 one PFDS II could be reallocated to a PFDS I resulting in a 

savings of $7.9. In FY97 a PFDS I position could be eliminated for an 
additional savings of $44.8. Starting in FY98 three more PFDS I positions 
could be eliminated for an additional savings of $134.4.

2. Starting in FY96 funding for one Formal Hearing Officer in the 
Commissioner's Office could be eliminated.

J. To the extent that the number of appeals does not decline as projected, staffing
levels could not be reduced as reflected. Similarly, to the extent that the number 
of appeals declines more than projected, staffing levels might be able to be 
reduced more than the amount reflected.
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ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND DIVISION 

A N A L Y S I S  O F  H B  4 0 0
As of March 4, 1994

Attachments: Projected Revenues Resulting From HB 400
Projected Inventory Resulting Form HB 400 
FY91 - FY94 Appeals Statistics 
Appeal Status Summary Report 
Age of Unresolved Appeals
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ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND DIVISION 

PROJECTED REVENUES RESULTING FROM HB 400
As of March 4,1994

E1M

Inform al C on feren ce  A p p ea ls  

Beginning Appeal Inventory 
Appeals Received without a fee 
Decisions Issued 
Ending Appeal Inventory

7 MP5

7,974
6 ,339
4 ,545
9 ,768

Annualized.

7 ,974
9 ,339
7,791
9 ,522

FY9 5

8 ,500

FY96

8 ,000

FY9 7

8 ,000

F Y W

8 ,000

FY99

8,000

FYQO

8 ,000

Bright Line Issue Appeals Received (55%) 
Non-Bright Line Issue Appeals Received (45%)

3 ,486
2 ,853

5 ,136
4 ,203

4 ,675
3 .825

4 ,400
3 ,600

4 ,400
3 ,600

4 ,400
3 ,6 00

4 .400
3,600

4 ,400
3 ,600

Number of Bright Line Appeals with Fee 
Number of Non-Bright Line Appeals W'th Fee 
Total Appeals with Fee 
Amount Collected

2 ,338
3,251
5 .589

$139 ,725

2 ,200
3 ,060
5 ,260

$131 ,500

2 ,200
3 ,060
5 ,260

$131 ,500

2 ,200
3 ,060
5 ,260

$131 ,500

2,200
3,060
5,260

$131 ,500

2 ,200
3 ,060
5 ,260

$131 ,500

Projected Overturn Rato 
Amount Refunded 
Amount Retained

35% 30% 20%
$27 ,950

$111 ,775

15%
$17 ,275

$114 ,225

10%  
$9 ,875  

$121 , F” ?

10%
$8 ,225

$123 ,275

10%
$8,225

$123 ,275

10%
$8,225

$123 ,275

Form al Hearing A p p e a ls  

Projected Appeal Rate 
Beginning Appeal Inventory 
Appeals Received 
Decisions Issued 
Ending Appeal Inventory

978
749
698

1,029

16%  
978  

* 1,284  
1,197  
1,065

10%

447

10%

421

10%

421

10%

421

10%

421

10%

421

Non-Bright Line Issue Appeals Received (45%) 
Bright Line Issue Appeals Received (55%)

337
412

578
706

201
246

189
231

189
231

189
231

189
231

189
231

Number of Non-Bright Line Appeals with Fee 
Number of Bright Line Appeals with Fee 
Total Appeals with Fee 
Amount Collected

171
123
294

$7 ,350

161
116
277

$6 ,925

161
116
277

$6 ,925

161
116
277

$6 ,925

161
116
277

$6 ,925

161
116
277

$6,925

Projected Overturn Rate 
Amount Refunded (1 0% lo rFY 95 )
Amount of Related Informal Conference Fee Refunded 
Amount Retained at Formal

11% 8% 5%
$900
$900

$6 ,450

5%
$800
$800

$6 ,125

5%
$675
$675

$6 ,250

5%
$575
$575

$6 ,350

5%
$575
$575

$6 ,350

5%
$575
$575

$6 ,350

Not R eta in ed $ 17,325 $119 ,550 $127 ,200 $129 ,050 $129 ,050 $129 ,050
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ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND DIVISION 

P R O J E C T E D  I N V E N T O R Y  R E S U L T IN G  F R O M  H B  4 0 0
As of March 4 ,1 994

Informal Conference Anneals
FY94(A) FY?5 FY96 FY&7 FY98 FY99 FY00

Beginning Appeal Inventory 9,768 9,522 7,111 3,371 631 891 1,151
Total New Appeals 3,000 5,589 5,260 5,260 5,260 5,260 5,260
Total Resolutions (3,240) (6.000) (9.000) (8.000) '5,000) (5.000) (5.000)
Ending Inventory 9.522 L I U 3,371 631 .891 1151 1411
Formal Hearina Appeals
Beginning Appeal Inventory 978 1,014 261 82 0 0 0
Total New Appeals 535 447 421 421 421 421 421
Total Resolutions (499) *0 o o (600) (503) (42.1) (421) (421)
Ending Inventory 
Slaffina Levels

1014 261, S£ Q Q Q Q

Permanent Fund Dividend Division
Informal Conference Staff 6 6 7 6 3 3 3
Formal Hearing Staff £ £ 1 1 1 1 1Total Permanent Fund Dividend Division Staff S S a z 4 4 4

Commissioner’s Office Formal Hearing Staff funded by PFD Division £ £ i 1 1 1 1
(A) Beginning Inventory for FY94 is as of February 1, 1994
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ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND DIVISION 
F Y 91  - F Y 9 4  A P P E A L  S T A T IS T IC S  

Through February 1 ,1994

Informal Conference Appeals

Decisions Issued 698 1,031 712 433
Denials Overturned 74 51 128 61
Overturn Rate 11% 5% 18% 14%

Ending Appeal Inventory 1,029 k 978 334 610
Age of Oldest Appeal in Inventory in Months 15 « 7 12 8

Notes

The relatively high imormal conference overturn rate for the first seven momhs of FY94 is the resuit of:

1. applicants incorrectly answering questions on the revised 1993 Adult Supplemental Schedule, such as those 
pertaining to motor vehicle exemptions and out-of-state employment;

2. a question on the r  ised 1993 Adult Supplemental Schedule regarding fish and game licenses which needed to be 
more specific (this has oeen corrected on the 1994 Adult Supplemental Schedule);

3. a refinement of the working out-of-state policy which allowed a number of previously issued denials to be 
overturned; and

4. the PFD Division's efforts to resolve obvious errors as quickly as possible, artificially inflating the overturn rate 
during the first half of the fiscal year.

The 15 month old formal hearing appeal in FY94 relates to an appeal placed on hold pending the decision of the 
Superior Court in a related case.

01\st3&91 -9Aapp.xls Page 1 o f 1 2T2J9A. 7:17 AM

Decisions Issued 
Denials Overturned 
Overturn Raie

Ending Appeal Inventory
Age of Oldest Appeal in Inventory in Months

Forma! Hearing Appeals

5,167
15

7,679
19

9,768
29

7,974
20



1 0 2 / 0 1 / 9 6 ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND PROGRAM 

APPEAL STATUS SUMMARY
 lAiii_BBEEH?PO_________

P A G E

APPfICAT  ION YEAR

APPEAL STATUS TOTAL 1 9 9 3 1 9 9 2 1 9 9 1 1 9 9 0 1 9 8 9 1 9 8 8 1 9 8 7 1 9 8 6 1 9 8 5 1 9 8 6 1 9 8 3 1 9 8 2

1 1NFORHAL 9 , 7 6 f t 5 , 5 9 0 3 , 1 8 5 5 6 9 2 5 0 1 0 5 6 3 22 3 1 0 0 0
P PENDING AT INFORMAL 0 0 0 0 0 0 0 0 0 0 0 0 0
A FORMAL M 2 29 5 6 1 0 9 51 3 6 15 10 3 1 1 0 1l | FORMAL NEARING MELD A 9 5 7 102 191 1 06 6 3 17 13 9 2 2 2 3
M n o t ’. on  t o  D i s H T s s 2 1 9 16 50 56 3 6 28 8 6 5 6 6 6 . 4R RECONSIDERATION 0 0 0 0 0 0 0 0 0 0 0 0 0
7 SUPERIOR COURT 96 0 5 12 1 9 22 10 7 7 6 3 1 2S SUPREME COURT 1 0 0 0 0 0 0 1 0 0 0 0 0
TOTAL UNRESOLVED 1 0 , 6 8 9 5 , 6 6 2 3 , 3 9 8 9 3 5 6 6 0 2 3 6 9 3 5 9 2 7 16 10 7 10

2 INFORMAL 1 1 , 8 9 3 7 3 6 1,120 1 , 0 5 9 6 0 5 2 1 3 1 6 0 3 6 9 5 3 0 3 1 8 2 , 8 6 3 1 , 9 9 1 2 ,  .
W DEPARTMENT FORHAL WITHDRAWAL 5 6 9 3 8 9 1 2 7 56 3 3 18 26 5 6 17 5 6 3 5 i i )
5  FORMAL 29A 0 16 3 5 66 61 1 5 10 6 6 3 21 f j6
11 SUPERIOR COURT ft 0 0 0 3 6 0 0 0 0 0 0 1
0  SUPREME COURT 0 0 0 0 0 0 0 0 0 0 0 0 0
[ 0 [A L  RESOLVED W IT ILPEN IAL

OVERTURNED 1 2 , 7 6 8 7 3 7 1 , 2 2 5 1,221 “ 5 0 8
*

2 91 1 7 3 3 9 8 5 9 6 3 3 9 2 , 9 6 2 2 , 0 6 7 2 , 2 5 1

0 LATE APPEAL 6 2 6 0 0 0 0 0 0 0 0 1 0 5 2 3 9 1 3 2 1683 INEORNAL 2 0 , 6 8 0 5 6 0 1 , 6 9 5 2 , 9 0 6 3 , 3 3 6 2 , 0 5 5 2 , 0 6 5 1 , 0 6 8 2 , 5 5 3 1 , 2 9 6 1 , 7 6 0 5 9 6 7 5 66 FORMAL 6 , 3 2 6 5 3 1 3 631 6 3 6 5 8 6 6 6 9 6 1 6 6 6 0 251 2 2 5 1 6 5 1 91«) SUPERIOR COURT • 1 6 3 0 0 1 6 16 3 6 26 20 12 11 10 7II SUPREME COURT 5 0 0 0 0 0 0 0 0 2 0 0 3
TOTAL RESOLVED WITH DENIAL UPHELD 2 5 , 5 7 8 5 6 5 1 , 8 0 8 3 , 6 1 8 3 , 9 7 6 2 , 6 5 5 2 , 7 7 0 1,688 3 , 0 1 3 1,666 2 , 2 1 5 9 01 1 , 1 0 3

1 0 1 AL APPEAL 6 9 , 2 1 5 6 , 9 6 6 6 , 6 3 1 5 , 5 7 6 6 , 9 6 6 3 , 1 8 0 3 , 0 3 6 1 , 9 6 5 3 , 6 3 6 2 , 0 1 9 5 , 1 8 7 2 , 9 5 5 3 , 3 6 6

INVALID APPEAL CODES 0 0 0 0 0 0 0 0 0 0 0 U 0

1 0 fAL RECORDS WITH APPEAL STATUS 6‘.  5 6 , 9 6 6 6 , 6 3 1 5 , 5 7 6 6 , 9 6 6 3 , 1 8 0 3 , 0 3 6 1 , 9 6 5 3 , 6 3 6 2 , 0 1 9 5 , 1 8 7 2 ,9 < ;5 3 , 3 6 6



0 2 / 0 1 / 9 6  ALASKA DEPARTMENT OF REVENUE PAGE 1
PERMANENT FUND DIVIDEND PROGRAM 

AGE OF UNRESOLVED APPEALS
!A:ML_Oe££y2oo

AGE OF UNRESOLVED INFORIIAL CONFERENCE APPEALS

AGE OF APPEAL
INFORMAL CONFERENCE APPEALS

TOTAL 1 9 9 3 1 9 9 2 “ 1 9 9 1 1 9 9 0 1 9 8 2 - 0 9

OVER 1 2  NONIUS 2 , 6 3 6 0 2,220 3 0 5 5 2 5 99 TP 1 2  NONIUS 1 , 1 0 9 0 7 3 7 1 6 5 1 3 6 71. .  6  1 0  9  HUNTHS 1 . 1 6 6 ______  t A 7 9 . 12ft 7 0 3 7 3 03  1 0  6  MONlilS 1 , 9 0 3 1 , o A6 20 7 3 7LESS TUAN 3  MONTHS 2 , 9 7 5 2,866 80 22 22 7
TOTAL UNRESOLVED INFORMAL
CONFERENCE APPEALS 9 , 7 6 7 5 , 5 8 9 3 , 1 8 5 5 6 9 2 5 0 1 7 6

AGE OF UNRESOLVED FORMAL HEARING AND COURT APPEALS
FORMAL HEARING AND COURT APPEALS

AGE OF APPEAL TOTAL 1 9 9 3 1 9 9 2 1 9 9 1 1 9 9 0 1 9 0 2 - 8 9

OVER 12  MONTHS 19 0 5 6 6 6
9 TO 12  HON 1 IIS 12 0 " 1 1 1 9A TO 9  MONTHS 56 0 11 11 13 213  TO 6  MON I IIS 3 2 0 6 8 3 122 5 0 5 9
LESS THAN 3  MONTHS 6 1 1 66 1 0 8 2 1 6 1 1 5 1 2 6

_T O T A L  UNRESOLVED FORMAL
HEARING ANli'COURT APPEALS 1 , 0 2 &  5~2 2 5 8  3 5 5  1 9 1  2 2 l

RECORDS U IT I I  INVAL ID  APPEAL DATES 1



ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND DIVISION 

A N A L Y S I S  O F  H B  4 0 0
As of February 3, 1994

Assumptions
A. This Legislation would be effective in FY95.
B. 55% of all appeals received involve bright line issues and 45% of all appeals

received involve non-bright line issues. Bright line issues are those that are clearly 
definable by objective criteria, such as whether an indiviual was physically present 
in state during the two previous calendar years or met an application deadline. 
Non-bright line issues are those that involve issues that are more subjective, such 
as whether an individual demonstrated an intent to return to Alaska.

C. The addition of a fee will mean some of those individuals whose denial involved
a bright line issue as well as some of those individuals whose denial involved a 
non-bright line issue will not appeal.

D. The Department would adopt regulations to:
1. allow an indigent individual to be exempt from the fee and outline the 

specific requirements for qualifying for such an exemption;
2. require payment of the fee by checks or money orders only (no cash 

payments);
3. consider any appeal to be invalid if

a. the appeal was not accompanied by the fee;
b. an insufficient amount was submitted;
c. accompanied by a cash payment; or
d. which the check was returned for non-sufficient funds; and

4. make it clear that the Department would not issue receipts over the counter;
E. The PFD Division would continue to receive the vast majority of appeals and the

associated fees in the mail. The Anchorage and Juneau Dividend Information 
Offices would receive and accept a relatively small number of appeals and the 
associated fees across the counter. The Information Offices would forward all 
appeals and fees to the Dividend Appeals unit for processing;

F. The PFD Masterfile Computer System would be modified:
1. adding a field to indicate whether the applicant was exempt from ihe fee as

the result of indigence or if not exempt whether the fee actually 
accompanied the appeal;

03\lcg:M>400ln Page 2 of 3



ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND DIVISION 

A N A L Y S I S  O F  H B  4 0 0
As of February 3, 1994

2. to send a redesigned computer generated appeal receipt letter not only 
advising the applicant that their appeal has been received, but whether a 
required fee in the appropriate amount was included. If the fee was not 
included or the amount was less than the required fee, the receipt letter 
would advise an applicant that the appeal would not be valid unless the 
Department received the additional amount within 30 days of the date of the 
notice. It would also advise the applicant that if they did not send in the 
additional amount or request in writing a return of the insufficient amount 
within 30 days of the date of the notice that the fee would be forfeited. If 
an appellant’s check was returned for non-sufficient funds, the Department 
would send the appellant a notice advising an applicant that the appeal 
would be invalidated unless the Department received the additional amount 
within 30 days of the date of the notice.

3. automatically refund fees when an appeal decision overturned the original 
denial; and

4. produce a daily reconciliation report for fee receipts.
G. Necessary data processing programming updates to the PFD System Masterfile 

would require approximately 3 weeks work at a contractual services cost estimated 
to not exceed $7,500 in FY95.

H. Additional data entry and fee processing could be accomplished by current staff, 
since with the adoption of the appeal fee requirement the total number of appeals 
received is expected to decline.

Attachments: Projected Revenues Resulting From HB 400
FY91 - FY94 Anneals Statistics 
Anneal Status Summary Report 
Age of Unresolved Anneals

03Vogts\hM00.tn Page 3 of 3



ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND DIVISION 

PROJECTED REVENUES RESULTING FROM HB 400
As of February 3 ,1994

ELSA

In fo rm a l C onference Appea ls  Beginning Appeal Inventory Appeals Received Decisions Issued Ending Appeal Inventory

7 M<?9
7,9746,3394,5459,768

Annualized

7,9749,3397,7919,522

FY95

8,000
m e

7,000
FYS7

6,000
.FY99

5,000
FY99

5,000
FYQQ

5,000

Bright Line IssLe Appeals Received (55%) Non-Bright Line Issue Appeals Received (45%) 3,4862,853 5,1364,203 4,4003,600 3,8503,150 3,3002,700 2,7502,250 2,7502,250 2,7502,250
Number of Bright Line Appeals with Fee Number of Non-Bright Line Appeals with Fee Total Appeals with Fee Amount Collected

2,2003.0603.060 $76,500
1,9252,6784,603$115,075

1,6502,2953,945$98,625
1,3751,9133,288$82,200

1,3751,9133,288$82,200
1,3751,9133,288$82,200

Projected Overturn Rate Amount Refunded Amount Retained
35% 30% 20%$15,300$61,200

15%$17,275$97,800
10%$9,875$88,750

10%$8,225$73,975
10%$8,225$73,975

10%$8,225$73,975
P.<?mi?.lJie?[ina.ARJ2ss ls .Beginning Appeal Inventory Appeals Received Decisions Issued Ending Appeal Inventory

9737496981,029
9781,2841,1971,065

1,100 962 825 687 687 687

Non-Bright Line Issue Appeals Received (45%) Bright Line Issue Appeals Received (55%) 337412 578706 49560C 433529 371454 309378 309378 309378
Number of Non-Bright Line Appeals with Fee Number of Bright Line Appeals with Fee Total Appeals with Fee Amount Collected

421302723$18,075
368265633$15,825

316227542$13,550
263189452$11,300

263189452$11,300
263189452$11,300

Projected Overturn R-'te Amount Refunded (10% for FY95)Amount of Related Informal Conference Fee Refunded Amount Retained at Formal
11% 8% 5%$900$90°$17,175

5%$800$800$15,025
5%$675$675$12,875

5%$575$575$10,725
5%$575$575$10,725

5%$575$575$10,725
Net Retained $77,475 $112,025 $100,950 $84,125 $84,125 $84,125

03\lggis\hb400r9v.xls Page 1 o f 1 2/3/94 1:29 PM



ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND DIVISION 
F Y 91  - F Y 9 4  A P P E A L  S T A T IS T IC S  

Through February 1, 1994

Decisions Issued 
Denials Overturned 
Overturn Rate 
Ending Appeal Inventory 
Age of Oldest Appeal in Inventory in Months 

Formal Hearing Appeals 
Decisions Issued 
Denials Overturned 
Overturn Rate 
Ending Appeal Inventory 
Age of Oldest Appeal in Inventory in Months

Informal Conference A ppeals
FY 94 FY 93 FY 92 FY91

4,545 9,337 4,912 4,625
1,598 2,309 1,859 1,378

35% 25% 38% 30%
9,768 7,974 7,679 5,167

29 20 19 15

698 1,031 712 433
74 51 128 61

11% 5% 18% 14%

1,029 978 334 610
15 7 12 8

Notes

The relatively high informal conference overturn rate for the first seven months of FY94 is the result of:

1. applicants incorrectly answering questions on the revised 1993 Adult Supplemental Schedule, such as those 
pertaining to motor vehicle exemptions and out-of-state employment:

2. a question on the revised 1993 Adult Supplemental Schedule regarding fish and game licenses which needed to be 
more specific (this has been corrected on the 1994 Adult Supplemental Schedule):
3. a refinement of the working out-of-state policy which allowed a number of previously issued denials to be 
overturned: and
4. the PFD Division's efforts to resolve obvious errors as quickly as possible, artificially inflating the overturn rate 
during the first half of the fiscal year.

The 15 month old formal hearing appeal in FY94 relates to an aopeal placed on hold pending the decision rf the 
Superior Court in a related case.

01\slats\91-94app.xls Page 1 of 1 ?/2M4 7:17 AM



0 2 / 0 1 / 9 4 ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND PROGRAM 

APPEAL STATUS SUMMARY 
( A - l )  RPFEN250

•
PAGE 1

APPLICATION YEAR

APPEAL STATUS TOTAL 1 9 9 3 1 9 9 2 1 9 9 1 1 9 9 0 1 9 8 9 1 9 8 8 1 9 8 7 1 9 8 6 1 9 8 5 1 9 8 4 1 9 8 3 1 9 8 2

1 INFORMAL 9 , 7 6 8 5 , 5 9 0 3 , 1 8 5 5 6 9 2 5 0 1 0 5 4 3 22 3 1 0 0 0
P PENDING AT INFORMAL 0 0 0 0 0 0 0 0 0 0 0 0 0
4  FORHAL 3 1 2 2 9 5 6 1 0 9 5 1 3 6 1 5 10 3 1 1 0 1
II FORMAL NEARING HELD 4 9 5 7 102 1 91 1 04 4 3 17 13 9 2 2 2 3
M MOTION 1 0  D ISM ISS 2 1 9 :i6 5 0 54 3 6 2 8 8 6 5 4 4 4 . 4
R RECONSIDERATION 0 0 0 0 0 0 0 0 0 0 0 0 0
7 SUPERIOR COURT 9 4 0 5 12 1 9 22 10 7 7 6 3 1 2
S SUPREME COURT 1 0 0 0 0 0 0 1 0 U 0 0 0
TOTAL UNRESOLVED 1 0 , 8 8 9 5 , 6 4 2 3 , 3 9 8 9 3 5 4 6 0 2 3 4 9 3 5 9 2 7 1 4 10 7 10

2 INFORMAL 1 1 , 8 9 3 7 3 4 1,120 1 , 0 5 9 4 0 5 2 1 3 1 40 3 4 9 5 3 0 3 1 8 2 , 8 6 3 1 , 9 9 1 2 , 1 7 1
W DEPARTMENT FORMAL WITHDRAWAL 5 4 9 3 8 9 1 2 7 5 4 3 3 18 2 6 5 6 1 7 5 6 3 5 3 5
5 FORMAL 2 9 8 0 16 3 5 4 6 4 1 15 2 3 10 4 4 3 21 4 4
0  SUPERIOR COURT 8 0 0 0 3 4 0 0 0 0 0 0 1
0  SUPREME COURT 0 0 0 0 0 0 0 0 0 0 0 0 0
TOTAL RESOLVED WITH DENIAL

OVERTURNED 1 2 , 7 4 8 7 3 7 1 , 2 2 5 1,221 5 0 8 2 9 1 1 7 3 3 9 8 5 9 6 3 3 9 2 , 9 6 2 2 , 0 4 7 2 , 2 5 1

0 LATE APPEAL 6 2 4 0 0 0 0 0 0 0 0 1 0 5 2 3 9 1 3 2 1 4 8
3  INFORMAL 2 0 , 4 8 0 5 6 0 1 , 4 9 5 2 , 9 8 6 3 , 3 3 4 2 , 0 5 5 2 . 0 6 5 1 , 0 4 8 2 , 5 5 3 1 , 2 9 6 1 , 7 4 0 5 9 4 7 5 46 FORMAL 4 , 3 2 6 5 3 1 3 4 3 1 6 3 6 5 8 6 6 6 9 4 1 4 4 4 0 2 5 1 2 2 5 1 6 5 1 9 19  SUPERIOR COURT • 1 4 3 0 0 1 6 14 3 6 2 6 20 12 11 10 7
U SUPREME COURT 5 0 0 0 0 0 0 0 0 2 0 0 3
TOTAL RESOLVED WITH DENIAL UPHELD 2 5 , 5 7 8 5 6 5 1 , 8 0 8 3 , 4 1 8 3 , 9 7 6 2 , 6 5 5 2 , 7 7 0 1 , 4 8 8 3 , 0 1 3 1,666 2 , 2 1 5 9 0 1 1 , 1 0 3

TOTAL APPEAL 4 9 , 2 1 5 6 , 9 4 4 6 , 4 3 1 5 , 5 7 4 4 , 9 4 4 3 , 1 8 0 3 , 0 3 6 1 , 9 4 5 3 , 6 3 6 2 , 0 1 9 5 , 1 8 7 2 , 9 5 5 3 , 3 6 4

INVALID APPEAL CODES 0 0 0 0 0 0 0 0 0 0 0 0 0

TOTAL RECORDS WITH APPEAL STATUS 4 9 , 2 1 5 6 , 9 4 4 6 , 4 3 1 5 , 5 7 4 4 , 9 4 4 3 , 1 8 0 3 , 0 3 6 1 , 9 4 5 3 , 6 3 6 2 , 0 1 9 5 , 1 8 7 2 , 9 5 5 3 , 3 6 4



0 2 / 0 1 / 9 4 ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND PROGRAM 

AGE OF UNRESOLVED APPEALS 
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AGE OF UNRESOLVED INFORMAL CONFERENCE APPEALS
INFORMAL CONFERENCE APPEALS

AGE OF APPEAL TOTAL 1 9 9 3 1 9 9 2  1 9 9 1 1 9 9 0 1 9 8 2 - 8 9

OVER 1 2  MOUTHS 
9  TO 1 2  HONTHS 6 TO 9  MONTHS

2 , 6 3 6  
1 , 1 0 9  1 * 1 4 4

00
8 7 9

2 , 2 2 0  3 0 5  
7 3 7  1 6 5  
1 2 8  7 0

5 2
1 3 6
3 7

5 9
71
3 0

3  TO 6  MONTH'S 
LESS  THAN 3  MONTHS

1 , 9 0 3
2 , 9 7 5

1,866
2 , 8 4 4

2 0  7 
8 0  2 2

322 7
7

TOTAL UNRESOLVED INFORMAL
CONFERENCE APPEALS 9 , 7 6 7 5 , 5 8 9 3 , 1 8 5  5 6 9 2 5 0 1 7 4

AGE OF UNRESOLVED FORMAL HEARING AND COURT APPEALS
FORMAL HEARING AND COURT APPEALS

AGE OF APPEAL 't o t a l 1 9 9 3 1 9 9 2  1 9 9 1 1 9 9 0 1 9 8 2 - 8 9

OVER 1 2  HONTHS 
9  TO 12  MONTHS 6 TO 9  HONTHS

1 912
5 6

000
5  4  1 1 11 11

41
13

6
921

3  TO 6  MONTHS 
LESS  THAN 3  MONTHS

3 2 8
6 1 1

6
4 6

8 3  1 2 2  
1 0 8  2 1 6

5 8
1 1 5

5 9
1 2 6

TOTAL UNRESOLVED FORMAL
HEARING AND COURT APPEALS 1 , 0 2 6 5 2 2 0 8  3 5 4 191 221

RECORDS WITH INVALID  APPEAL DATES 1

-
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This bill addresses a serious problem with the number of 
appeals filed after a person is denied a Permanent Fund 
Dividend, and the length of time that it takes to process 
those appeals. As o f January 1, 1994 there were 9,579 
appeals pending, the highest number since the PFD  
program 's inception. One D istrict 10 resident is still 
waiting to be heard 18 months after filing, and there is
some indication that there may be people who have waited
even longer for their appeals to be processed and resolved.

Processing such a large number of appeals is very costly,
and the time delays are unfair to those people who have a 
legitimate claim . Currently there are 10 permanent, full 
time employees in The Permanent Fund Division and three 
appeals officers in the commissioners office working on 
processing the appeals, yet there are still almost 10,000 
appeals pending, with no end in sight. Part of the problem
is that it only costs a 29 cent stamp to file an appeal. Many 
people who are clearly unqualified protest their denial
simply because they have the opportunity to do so at no 
cost or risk to themselves. This year's denial rate is 64%  
and in previous years the percentage rate o f denials has 
been significantly higher.
HB 400 would implement a $25 filing fee for individuals 
protesting the denial o f their PFD application. This would 
be refundable if their appeal is successful, and non- 
refundable if the denial is not overturned. It is anticipated
that implementation o f a filing fee would discourage clearly 
unqualified individuals from  appealing , thereby reducing 
costs which are deducted from  the amount of the dividend,
and making the appeal process shorter for legitimate
c la im s .
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LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

(907) 465-3867 or 465-2450
FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

M E M O R A N D U M February 2, 1994

SUBJECT:

TO:

FROM:

Administrative proceedings involving perm anent fund dividends 
(HB 400)

Representative Joe Green

Tam ara Brandt Cook 
Director ■ ' J C

Here is the sectional summary you requested.

Sec. 1. Adds a requirement that an individual pay a $25 review fee to the 
D epartm ent of Revenue if the individual requests the departm ent to review its 
decision regarding the individual’s eligibility for a perm anent fund dividend or 
authority to claim a dividend on behalf of another. If the individual prevails, either 
at the administrative levei or on appeal, the review fee must be returned to the 
individual.
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