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FISCAL NOTE
STATE OF A LA S K A
2001 LE G IS LA T IV E  SESSION

Revision Date/Time (Note if correction): 04/11/2001 11:37a.m. 
Title: An Act relating to the offense of selling or giving
tobacco lo a minor......
Sponsor:
Requester:

Representative Harris
House Labor and Commerce

E xpenditures/R evenues

Dept. Affected:
[ bRU:
Component:

Component Number: 

(Thousands of Dollars)

Fiscal Note Number:
Bill Version:
(H) Publish Date:

CSHB 228(L&C)
4/20/01

DCED
Occupational Licensing 
Occupational Licensing

2360

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 100.5 100.5 100.5 100.5 100.5 100.5
Travel 10.0 10.0 10.0 10.0 10.0 10.0
Contractual 19.6 19.6 19.6 19.6 19.6 19.6
Supplies 5.0 5.0 5.0 5.0 5.0 5.0
Equipment 4.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 139.1 135.1 135.1 135.1 135.1 135.1

CAPITAL EXPENDITURES

CHANGE IN REVENUES (1156 RSS) | 100.0 100.0 100.0 100.0 100.0 100.0

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other - 1007 Inter-Agency Receipts 139.1 135.1 135.1 135.1 135.1 135.1

TOTAL 139.1 135.1 135.1 135.1 135.1 135.1

0.0Estimate of any current year (FY2001) cost:
Check this box (X) if funding for this bill is included in the Governor’s FY 2002 budget proposal:

POSITIONS
Full-time 2 2 2 2 2 n£.
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)
Provisions of the bill that affect AS 43.70 require a tobacco endorsement for each location or outlet in a 
location where a business offers tobacco products for sale; authorize tobacco enforcement to act upon 
adjudication of violating the law; and simplify suspension action of business license tobacco 
endorsements. A detailed explanation of the expenditures and revenue shown above is attached.

Prepared by. 
Division
Approved by: 
Agency

(Rov11/2000 OMB)

Jennifer Strickler, Administrative Manager
Occupational Licensing

Phone (907) 465-2144 
Date/Time 04/11/2001 11:37a.m.

Commissioner Deborah B. Sedwick Date 4/11/2001
Department of Community and Economic Development________

For distribution information, call the Governor’s Legislative Office
Page 1 o f  2_

h ' s c J  ^ 4 * '



ANALYSIS: (continued)
HB 228: An Act relating to the offense of selling or giving tobacco to a minor....
Page 2 or 2 - FN#4

The expenditures provide the following in support of changes to AS 43.70, business license tobacco 
endorsements -

1 - Administrative Clerk II, Range 10, GGU, 12 months to process tobacco endorsement applications from 
each location and outlets in a location, to disseminate information regarding the tobacco endorsement 
requirement, and to promote the proactive enforcement program by administratively doing compliance 
checks of businesses required to hold tobacco endorsements; $38.8 

1 - Investigator III, Range 18, GGU, 12 months to prepare and coordinate cases, issue suspension 
notices, and present cases to the hearing officer if a hearing is requested; $61.7

PERSONAL SERVICES: $100.5

TRAVEL for the Investigator and/or Hearing Officer should it become necessary. $10.0

Contract Hearing Officer time based on approximately 3 days per case at $975/case, and assuming at 
least 15 cases will go to hearing in the fiscal year; $14.6

Printing forms, endorsements, and communications costs; $5.0

CONTRACTUAL SERVICES: $19.6

SUPPLIES for daily operations relating to tobacco endorsements; $5.0 

EQUIPMENT (one-time costs) for support staff; $4.0 

TOTAL Fiscal Note Request: $139.1

REVENUE

Assumes the endorsement fee changes to $100 and endorsements are purchased by 1,000 locations and 
outlets. 1,000 x $100 fee = $100.0



FISCAL NOTE
STATE O F A L A S K A
2001 L E G IS L A T IV E  SESSION

Revision Date/Time (Note if correction):__________
Title: Relating enforcement of tobacco laws

Dept. Affected;_____
"BRU:

Fiscal Note Number:
Bill Version:
( h ) Publish Date:

CSHB 228 (FIN)_______
4/26/01______________

Health & Social Services 
State Health Services

Sponsor:
Requester:

Rep. Harris
House (FIN)

Component: Community Health/EMS Services 

Component Number: 2073

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

72.1 77.1 82.1 87.1 92.1 97.9
60.9 60.9 60.9 60.9 60.9 60.9

344.4 344.4 344.4 344.4 344.4 344.4
2.0 2.0 2.0 2.0 2.0 2.0
8.5

TOTAL OPERATING 487.9 484.4 489.4 494.4 499.4 505.2

CAPITAL EXPENDITURES
CHANGE IN REVENUES (
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1119 Tobac Setl
Other (Statutorily Designated Rcpts.)

487.9 384.4 389.4 394.4 399.4 405.2
100.0 100.0 100.0 100.0 100.0

TOTAL 487.9 484.4 489.4 494.4 499.4 505.2

Estimate of any current year (FY2001) cost: 230.0
Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal: 

POSITIONS
Full-time 1 1 1 1 1 1
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)
Alaska's statewide tobacco-sales-to-minors enforcement efforts were funded for that past three years on a grant 
from the Food and Drug Administration (FDA). In March 2000 this funding ended abruptly when the US Supreme 
Court ruled that the FDA had no regulatory authority over tobacco. Since that time, funding has been diverted from 
community-based tobacco prevention and control efforts, as well as alcohol and drug abuse prevention and 
treatment, to continue enforcement activities. Currently, federal substance and alcohol abuse treatment funds are 
threatened to be reduced because of high tobacco sales to youth noncompliance rates.

An effective enforcement program includes community-based enforcement, year-round enforcement checks, 
accountability of sales staff and vendors, and vendor education and training. This bill would enable such a program. 
It also would provide revenues to offset part of the program costs. Program costs would include the following:

Prepared by: Karen Pearson, M.S.  Phone (9G7) 465-3090
Division Public Health __________ D a te /T im e _____________
Approved by: Elmer A. Lindstrom, Special Assistant  Date 4/25/01 4:25 PM
Agency Department of Health & Social Services___________________

For distribution information, call the Governor's Legislative Office 
(Rov 2/7/2001 oms) Page 1 of 2



Revision Date:_______
ANALYSIS: (continued)

Bill Vers ion : CSHB 228 (FIN) FNP5

$72,095 for personnel costs include a full-time project coordinator, responsible for: (1) facilitating an inter­
departmental working group with the Division of Public Health, the Division of Alcohol and Drug Abuse, the 
Civil and Criminal Divisions of the Department of Law, the Department of Public Safety, and the Division of 
Occupational Licensing; (2) developing an interagency working agreement; (3) developing vendor 
education; (4) coordinating enforcement efforts; (5) administering contracts with local police departments; 
and (6) facilitating community education and community development. This line also includes 10% of the 
existng tobacco prevention and control program manager who is responsibie for coordinating the overall 
tobacco prevention and control program, as well as 25% of an existing part-time administrative clerk II.
The expenditure line is projected to increase over the next 5 years to cover annual meritorious increases.
$60,860 for travel costs include; (1)18 coordination trips for project and program coordinators to meet with 
community-based partners and the Alaska Tobacco Control Alliance (ATCA); (2) transporting enforcement 
staff and youth to communities where investigations will occur; and (3) project coordinator attendance at 
the annual Synar conference.
$344,400 in contractual services costs include: (1) contracts with local police departments and officers to 
conduct the enforcement checks (approximately 1,000 checks will occur each year); (2) contracts to 
design, print, and distribute vendor educational materials to assist vendors in meeting state law; (3) 
training of vendors in the use of these materials; (4) RSAs with the Departments of Law and Commerce 
and Economic Development for adjudicating noncomplinnce cases; and (5) other administrative costs.
$2,000 is included for office supplies and program materials.
$8,500 is included for computer equipment and a workstation in the FY02.

Page 2 of 2
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A nchorage
Police Phone (907) 561-7500
D e n a r t im e n t P.O. Box 230330JLiepJII lm e I I I  Anchorage. Alaska 99523
E m p lo y e e s  500 West International Airport Road

Anchorage, AlaskaA ssociation

April 15, 2002

The Honorable Gene Therriault 
Alaska State Senate 
State Capital. Room 121 
Juneau, Alaska 99801

RE: Amendments To PERS Statutes To Provide Local Options
Proposed Amendments to HB 254

Dear Senator Therriault:
During the hearing on this matter on April 1 i, 2002 before the Senate State Affairs 

Committee, a question was raised concerning whether the State of Alaska would incur any 
additional administrative costs as a result of allowing local employers the option to elect 
supplemental retirement benefits. The following language should address this issue, and make 
clear that any employer choosing the optional retirement benefits would be required to repay 
PERS for the cost of administering the additional benefits.

The new language would properly come after Section (e) of the proposed statute, which 
was added after PERS expressed concern whether the new statute would improperly create 
constitutionally-mandated benefits. Both new sections, read together, would read as follows:

"(e) If an employee working for an employer offering any of the optional benefits 
under this section leaves such employment and later begins work for an 
employer not offering such benefits, the employee shall have no entitlement to 
the receipt of the optional benefits.
"(f) If an employer elects any of the optional benefits set fprth in this section,
PERS shall include in its actuarial assessment the actual costs incurred by it in 
calculating and administering the optional benefits to the extent such costs are 
greater than the costs of calculating anJ administering the benefits replaced by 
the optional benefits."
Thank you for your consideration of this matter.

President
APDEA



Subject: Retirement amendments
From: Ron Lorensen <rlorense@pobox.aIaska.net>
Date: Wed, 20 Mar 2002 i 1:43:17-0900
To: Kim Hutchinson <trust@ptialaska.net>

K im --th is  g o t more co m p lica ted  when I t r i e d  to  add your e a r l i e r  
changes to  t h i s  amendment.

I 'v e  a c tu a l l y  c re a te d  th re e  s e p a ra te  amendments, each a t ta c h e d . I 
th in k  #3 a c tu a l l y  comes c lo s e s t  to  what you d e sc rib e d , bu t i t  s t r i k e s  me 
th a t  i t  w i l l  p ro b ab ly  be a l o t  more expensive  to  use th e  a c tu a r i a l  va lu e  
o f th e  fu tu re  b e n e f i t  c o s ts ,  r a th e r  than  th e  u su a l approach of having 
th e  employee pay bo th  th e  em plo yee 's  and th e  em p lo y er's  sh a re s  from way 
back when. I th in k  i n t e r e s t  fo r  t h i s  approach should  s t a r t  on Ju ly  1,
2003.

#2 ta k e s  th e  "o ld -fa sh io n e d "  approach o f f ig u r in g  in d eb ted n ess  based 
on th e  c o n t r ib u t io n s  th a t  shou ld  have been made by th e  employee and 
em ployer. I n t e r e s t  on t h i s  approach would be a p p lie d  r e t r o a c t i v e ly  to  
Ju ly  1, 1980. I guess i t  could  be th a t ,  w ith  i n t e r e s t  fo r  20 y e a rs , th e  
a c t u a r i a l  approach  o f H3 would be cheaper— I have no way o f t r y in g  to  
compute t h a t .

jfl most c lo s e ly  t r a c k s  th e  approach and o rg a n iz a tio n  taken  in  th e  
d r a f t  amendments you gave me. S u b s ta n tiv e ly  i t  should  be th e  same as 
#3, bu t I th in k  #3 i s  a l i t t l e  c l e a n e r /b e t te r  o rg an ized .

m ailbox:///C |/W IN D O W S/A pplication% 20D ata/M ozilla/Profilcs/Tru.

Have fu n . . . . Ron L

I o f I 3/20/02 11 :49AM

mailto:rlorense@pobox.aIaska.net
mailto:trust@ptialaska.net


Sec. 39.35.159. Tem porary Legislative Employees. An employee who receives 

credited service for service rendered before July 1, 1979, as a temporary employee of the 

legislature o f the state or territory during legislative sessions under AS 39.35.360(g), and 

who was not a member of the system at the time of the employee's legislative 

employment, is considered a member of the system beginning on the first date of the 

employee's legislative employment for which credited service is granted under AS 

39.35.360(g) or on January 1, 1961, whichever is later.

* Sec. ??. AS 39.35.360(g) is amended to read:

(g) An employee is eligible to receive up to 10 years of credited service for 

service rendered before July 1, 1979, as a temporary employee of the legislature of the 

state or territory during legislative sessions. To receive retroactive credited service under 

this subsection, an employee shall claim the service before July 1, 2003 [1980]. When the 

employee claims the service, an indebtedness of the employee to the system shall be 

established as provided in this subsection. [THE AMOUNT OF THIS 

INDEBTEDNESS IS EQUAL TO THE CONTRIBUTIONS THE EMPLOYEE 

WOULD HAVE MADE IF THE EMPLOYEE HAD BEEN ELIGIBLE FOR 

MEMBERSHIP IN THE SYSTEM.] The rate used to calculate the employee's 

indebtedness [THESE CONTRIBUTIONS] may not be less than the rate in effect on 

January 1, 1961. Interest as prescribed by regulation accrues on this indebtedness 

beginning July 1, 2003 [1980]. Any outstanding indebtedness that exists at the time the

*  S e c .  ? ? .  A S  3 9 .3 5  i s  a m e n d e d  b y  a d d in g  a  n e w  s e c t io n  to  re a d :

AS 39.35 amndmnt K H //I



employee retires requires an actuarial adjustment to the benefits that are based upon 

retroactive credited service under this subsection. The employee's indebtedness shall

equal to the full actuarial cost o f providing benefits for the service credited. [K im  

I 'm  n o t sure  the h ighlighted  language is necessary—in fa c t, I  th in k  it 

creates confusion, since the actuarial cost o f  benefits has no th ing  to do 

with the  am ounts o f  past contributions... ???]

AS 39.35 am ndm nt KM//1



Sec. 39.35.159. Temporary Legislative Employees. An employee who receives 

credited service for service rendered before July 1, 1979, as a temporary employee of the 

legislature o f the state or territory during legislative sessions under AS 39.35.360(g), and 

who was not a member of the system at the time of the employee's legislative 

employment, is considered a member of the system beginning on the first date of the 

employee's legislative employment for which credited service is granted under AS 

39.35.360(g) or on January 1, 1961, whichever is later.

* Sec. ??. AS 39.35.360(g) is amended to read:

(g) An employee is eligible to receive up to 10 years of credited service for 

service rendered before July 1, 1979, as a temporary employee of the legislature of the 

state or territory during legislative sessions. To receive retroactive credited service under 

this subsection, an employee shall claim the service before July 1. 2003 [1980]. When the 

employee claims the service, an indebtedness of the employee for contributions to the 

system shaii be established. The amount of this indebtedness is equal to the total o f the 

contributions the employee and the employer would have made if the employee had 

been eligible for membership in the system. The rate used to calculate these contributions 

may not be less than the rate in effect on January 1, 1961. Interest as prescribed by 

regulation accrues on this indebtedness beginning July 1, 1980. Any outstanding 

indebtedness that exists at the time the employee retires requires an actuarial adjustment 

to the benefits that are based upon retroactive credited service under this subsection.

*  S e c .  ? ? .  A S  3 9 .3 5  is  a m e n d e d  b y  a d d in g  a  n e w  s e c t io n  to  re a d :

AS 39.35 am ndm nt KH//2



Sec. 39.35.159. Temporary Legislative Employees. An employee who receives 

credited service for service rendered before July 1, 1979, as a temporary employee of the 

legislature of the state or territory during legislative sessions under AS 39.35.360(g), and 

who was not a member of the system at the time of the employee's legislative 

employment, is considered a member of the system beginning on the first date of the 

employee's legislative employment for which credited service is granted under AS 

39.35.360(g) or on January 1, 1961, whichever is later.

*  S e c .  ? ? .  A S  3 9 .3 5  i s  a m e n d e d  b y  a d d in g  a  n e w  s e c t io n  to  re a d :

* Sec. ??. AS 39.35.360(g) is amended to read:

(g) An employee is eligible to receive up to 10 years of credited service for 

service rendered before July 1, 1979, as a temporary employee of the legislature of the 

state or territory during legislative sessions. To receive retroactive credited service under 

this subsection, an employee shall claim the service before July 1 ,2003 [1980]. When the 

employee claims the service, an indebtedness of the employee to the system shall be 

established. The employee's indebtedness shall be for both the employee's and the 

employer's share of contributions and shall be equal to the full actuarial cost of 

providing benefits for the service credited. [K im —I ’m  no t sure the h ighlighted  

language is necessary—in fa c t, I  th in k  it creates confusion, since the  

actuarial cost o f  benefits has no th ing  to do with the am ounts o fp a s t  

contributions...???]  [THE AMOUNT OF THIS INDEBTEDNESS IS EQUAL TO 

TI-IE CONTRIBUTIONS THE EMPLOYEE WOULD HAVE MADE IF THE

AS 39 .35 a m n d m n t  KH//3



EMPLOYEE HAD BEEN ELIGIBLE FOR MEMBERSHIP IN THE SYSTEM. THE 

RATE USED TO CALCULATE THESE CONTPJBUTIONS MAY NOT BE LESS 

THAN THE RATE IN EFFECT ON JANUARY 1,1961.] Interest as prescribed by 

regulation accrues on this indebtedness beginning July 1,2003 [1980]. Any outstanding 

indebtedness that exists at the time the employee retires requires an actuarial adjustment 

to the benefits that are based upon retroactive credited service under this subsection.

AS 39.35 am ndm nt KH//3



S e n a t o r  D a v e  D o n l e y
ALASK A STATE LEGISLATURE

To: Senator Therriault'
Senator Phillips 
Senator Halford 
Senator Stevens 
Senator Davis

A p r i l  4 , 200 2

Request for Introducing a Revised Version of HB 254

I request the Senate State Affairs Committee adopt the language in the attached draft Committee 
Substitute for Sponsor Substitute for House Bill 254 into HB 254. Work draft “O” enhances the 
current bill by:

1) modifying eligibility for “Conditional Service Benefits” under both the Public 
Employees’ (PERS) and Teachers’ (TRS) Retirement Systems. The conditional service 
benefit provision allows a vested member of either the PERS or TRS to be eligible to 
receive a benefit in the opposite system with a minimum of 2 years of service. Without 
this provision, a vested member of one system must be vested in the other system (5 
years in PERS or 8 years in TRS) to be eligible to receive a benefit in that system and

2) allowing Public Employees’ Retirement System (PERS) members or former members 
who are hired by a school district “to work directly with students,” to transfer their PERS 
credit into the Teachers’ Retirement System (TRS) and use the PERS date of hire for 
their entry date in TRS, if earlier.

This lowers the minimum required service to meet eligibility to receive a conditional service 
benefit from 2 years of service to 1 year of service in the non-vested system.
Retirement system members who would be eligible to transfer PERS credit into the TRS incur no 
additional costs for the transfer. Providing the ability to transfer PERS credit and use the PERS 
date of hire as the TRS entry date may allow many PERS members to be considered “tier 1” TRS 
employees. Tier 1 provides a higher le vel of benefits to retirees than does “tier 2.”

The purpose of these changes is to remove any retirement system barrier that might prevent 
an individual from pursuing a career in the teaching profession. With such a shortage of 
teachers, it is imperative to encourage all PERS members to have the option to teach.

The changes included speak directly to the issue of encouraging a teaching career and dovetails 
nicely with Senator Kelly’s bill, SB 86, which was signed into law last year.

From: Senator Donley

Attachment
pc4/3/02

Co-Chair: Senate Finance Committee
Vice-Chair: Senate Judiciary Committee 

Member: Legislative Budget and Audit Committee * Legislative Council
Januaiy-May: STATE CAPITOL • JUNEAU, AK • 99801 • (907) 465-3892 • FAX: (907) 465-6595 

Junc-Deccmber: 716 West Fourth Avenue • Suite 400 • ANCHORAGE, AK • 99501 • (907) 269-0234 • FAX: (907) 269-0238
w w w . i i k r r n i i b l i r n r K . f i r n / n n n l o v . h t m  • \ v \ v w . lp o i< : .< : fn fp .n k . i i< : / < :p n n fp / i 1 o n l ( ’ v / h t n i
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22-LS0853\O
Craver

3/28/02

WORK D R A FT

SENATE CS FOR CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 254( ) 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVES JAMES BY REQUEST, Mulder

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to the teachers' retirement system, the judicial retirem ent system, and 

the public employees' retirem ent system and to the tax qualification under the Internal 

Revenue Code of those systems; amending the definition o f'ac tuaria l adjustment' in the 

teachers' retirem ent system and the public employees' retirem ent system; repealing 

certain provisions of the teachers' retirement system and the public employees' 

retirem ent system; amending the statutory limitation on payment of w arrants to make 

an exception for w arrants making benefit payments or refunds under various state 

retirem ent and benefit programs; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.25.010 is amended by adding a new subsection to read:
(b) The retirement system established by this chapter is intended to qualify 

under 26 U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified retirement

-1- SCS CSSSHB 254( )
N e w  T e x t  U n d e r l i n e d  [DELETED TE X T BRACKETED]
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WORK DRAFT WORK DRAFT 22-LS0853VO

plan established and maintained by the state for its employees, for the employees of 
school districts and regional educational attendance areas in the state, and for the 
employees of other employers whose participation is authorized by this chapter and 
who participate in this system.

* Sec. 2. AS 14.25.030 is amended to read:
Sec. 14.25.030. Duties of the adm inistrator. The administrator shall

(1) establish and maintain an adequate system of accounts for the

system;
(2) approve or disapprove claims for retirement benefits;
(3) serve as secretary of the Alaska Teachers' Retirement Board and 

keep an official record of all proceedings;
(4) publish annually a report showing the financial condition of the 

system; [AND]
(5) publish an information handbook for the system at intervals as 

the adm inistrator considers appropriate; and
(6) do whatever else may be necessary to carry out the purposes of this

chapter.
* Sec. 3. AS 14.25.050(a) is amended to read:

(a) Except as provided in (c) of this section, beginning January 1, 1991, each 
teacher shall contribute to the system an amount equal to 8.65 percent of the teacher's 
base salary accrued from July 1 to the following June 30. The employer shall deduct 
the contribution from the teacher's salary at the end of each payroll period. The 
contributions shall be deducted from employee compensation before the computation 
of applicable federal taxes and shall be treated as employer contributions under 26 
U.S.C. 414(h)(2). A member may not have the option of making the payroll 
deduction directly in cash instead of having the contribution picked up bv the 
employer.

* Sec. 4. AS 14.25.070 is amended to read:
Sec. 14.25.070. Contributions by employer. An employer shall contribute to 

the system an amount equal to the percentage, as certified by the administrator, of the 
sum total of the base salaries of all teachers that is required in addition to teacher

SCS C SSSH B  254( ) -2-
N e w  T e x t  U n d e r l i n e d  [DELETED T E X T  BRACKETED]
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contributions to provide the benefits of this chapter times the sum total of the base 
salaries paid to teachers, including anv adjustments to contributions required bv 
AS 14.25.173(3), by the employer.

* Sec. 5. AS 14.25 is amended by adding a new section to read:
Sec. 14.25.075. Purchase of credited service, (a) An employee who is 

eligible to purchase credited service under AS 14.25.047 or 14.25.048, a member who 
is eligible to purchase credited service under AS 14.25.060, 14.25.061, or 14.25.100, 
or a teacher who is eligible to purchase credited service under AS 14.20.345, 
AS 14.25.050, or 14.25.105 is a member for purposes of this section. A member, in 
lieu of making payments directly to the system, may elect to have the member's 
employer make payments as provided in this section.

(b) A member may elect to have the employer make payments for all or any 
portion of the amounts payable for the member's purchase o f credited service through 
a salary reduction program as follows:

(1) the amounts paid under a salary reduction program are in lieu of 
contributions by the member making the election; tV,e electing member's salary or 
other compensation shall be reduced by the amount paid by the employer under this 
section;

(2) the member shall make an election under this section to purchase 
credited service as permitted in AS 14.20.345, AS 14.25.047, 14.25.048, 14.25.050, 
14.25.060, 14.25.061, 14.25.100, or 14.25.105 before the member's termination of

employment; the election must specify the number of payroll periods that deductions 
will be made from the member's compensation and the dollar amount of deductions 
for each payroll period during the specified number of payroll periods;

(3) a member who makes an election under this section to have the 
employer make payments for less than all of the amounts payable for the member's 
purchase of credited service may subsequently elect to have the employer make 
payments for all or any portion of the remaining amounts payable for the member's 
purchase o f credited service;

(4) amounts paid by an employer under this section shall be treated as 
employer contributions for the purpose of determining tax treatment under 26 U.S.C.

WORK D R A FT WORK D R A FT  22-LS0853\O

-3- SC S CSSSHB 254( )
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(Internal Revenue Code); the amounts paid by the employer under this section may not 
be included in the member's gross income for income tax purposes until those amounts 
are distributed by refund or retirement benefit payments.

(c) Unless otherwise provided, member contributions paid by the employer 
under this section are treated for all other purposes under the system in the same 
manner and to the same extent as member contributions that are not paid by an 
employer under this section and AS 14.25.050. The system may assess interest or 
administrative charges attributable to any salary reduction election made under this 
section. The interest or administrative charges shall be added to the contribution that 
is made to the system by the member each payroll period, and that is paid by the 
employer. The interest or administrative charges may not be treated as member 
contributions for any purposes under this chapter, and a member or a member's 
beneficiary does not have a right to the return of the interest or administrative charges 
under any other provision of this section. Interest assessed under this section shall be 
at the rate specified by regulations adopted by the board.

(d) For system fiscal years beginning on or after July 1, 2001, the 
requirements of AS 14.25.110(k) may not be applied to reduce the amount of credited 
service that may be purchased under this section by a member who first becomes an 
employee of the system before July 1, 2001, to an amount that is less than the amount 
of credited service allowed to be purchased with the application of any of the limits 
prescribed in 26 U.S.C. 415.

(e) Contributions to the system to purchase credited service under this section 
do not qualify for treatment under this section if recognition of that service would 
cause a member to receive a retirement benefit for the same service from the system 
and from one or more other retirement plans or systems of the state.

(f) To the extent that a payment under this section does not alter, amend, or 
revoke any one or more currently effective elections made by the member, the board 
may accept member contributions, which shall also be treated as employer 
contributions for the purpose of determining tax treatment under 26 U.S.C. (Internal 
Revenue Code), for the payment for credited service purchases made under this 
section in whole or in part, by any one or a combination of the following methods:
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1 (1) subject to the limitations prescribed in 26 U.S.C. 403(b)(13),
2 accepting direct trustee-to-trustee transfers o f all or a portion o f the accounts of the
3 members, on and after January 1, 2002, from a tax sheltered annuity described in 26
4 U.S.C. 403(b); and
5 (2) subject to the limitations prescribed in 26 U.S.C. 457(e)(17),
6 accepting direct trustee-to-trustee transfers o f all or a portion o f the accounts of the
7 members, on and after January 1, 2002, from an eligible deferred compensation plan
8 of a tax-exempt organization or a state or local government described in 26 U.S.C.
9 457(b).

10 (g) Payments made under this section shall be applied to reduce the member's
11 outstanding indebtedness described in AS 14.25.063 at the time that the contributions
12 are received by the system.
13 (h) If a member retires before all payments are made under this section, the
14 system shall calculate the member's benefits based only on the payments actually
15 made with respect to the credited service purchased.
16 (i) On satisfaction of the eligibility requirements of AS 14.20.345,
17 AS 14.25.047, 14.25.048, 14.25.050, 14.25.060, 14.25.061, 14.25.100, or
18 14.25.105, the requirements of this section, and the administrative filing requirements
19 specified by the board, the system shall adjust the member's credited service history
20 and add any additional service credits acquired.
21 (j) After an election is made under this section, the election is binding on and
22 irrevocable for the member and the member's employe- during the member's
23 remaining period of current employment. After a member makes an irrevocable
24 election under this section, the member does not have the option o f choosing to
25 receive the contributed amounts directly in cash.
26 * Sec. 6. AS 14.25 is amended by adding a new section to read:
27 Sec. 14.25.095. Transfer of credited service in the public employees'
28 retirem ent system, (a) An active member who is employed to work directly with
29 students and who has membership service in the public employees' retirement system
30 may claim credited service in this system in an amount equal to the membership
31 service the member has in the public employees' retirement system. The claimed
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credited service shall be considered to be membership service in this system for all 
purposes. If the member first joined the public employees' retirement system before 
the member first joined this system, the member's initial date of hire under that system 
shall be considered to be the initial date of hire in this system. The member may not 
claim credited service for membership service for which the member has received a 
refund under AS 39.35.200 unless the member fully pays the indebtedness as 
established under AS 39.35.350. A member who claims credited service for 
membership service in the public employees' retirement system under this section 
must claim all of the membership service the member has in that system.

(b) To claim credited service under this section, the member shall file a 
written request with the administrator before the member applies to retire. The 
administrator shall determine the full actuarial cost o f benefits based on the member's 
total credited service and shall transfer from the public employees' retirement system 
to this system an amount equal to the sum of the member contributions and any 
indebtedness payments to the public employees' retirement system and the employer 
contributions to the public employees' retirement system made on behalf o f the 
employee together with interest earned on those contributions and indebtedness 
payments.

(c) Credited service earned under the public employees' retirement system that 
has been claimed as credited service in the teachers' retirement system under this 
section may not be used for any other purpose. A member who claims credited 
service under this section loses all rights to benefits under AS 39.35 based on the 
claimed credited service.

(d) A member whose rights to benefits under AS 39.35 are subject to a 
qualified domestic relations order may claim credited service under this section. 
However, the credited service claimed remains subject to the terms of the order.

(e) Notwithstanding AS 14.25.063 and AS 39.35.350, a former member of the 
public employees' retirement system who is an active member o f this system may 
reinstate, under this section, membership service earned under AS 39.35 for which the 
member received a refund of contributions.

* Sec. 7. AS 14.25.110 is amended by adding new subsections to read:

WORK D R A FT  WORK D R A FT  22-LS0853\O
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1 (k) Notwithstanding any other provision of this chapter, the projected annual
2 benefit provided by this chapter and the benefit from all other defined benefit plans
3 required to be aggregated with the benefits from this system under the provisions of 26
4 U.S.C. 415 may not increase to an amount in excess of the amount permitted under 26
5 U.S.C. 415 at any time. In the event that any projected annual benefit of a member
6 exceeds the limitation of 26 U.S.C. 415 for a limitation year, the system shall take any
7 necessary remedial action to correct an excess accrued benefit. The provisions of 26
8 U.S.C. 415, and the regulations adopted under that statute, as applied to qualified
9 defined benefit plans of governmental employers are incorporated as part of the terms

10 and conditions of the system. This subsection applies to any member of this system.
11 (1) Notwithstanding (d) of this section,
12 (1) for the system fiscal years beginning on or after January 1, 1996,
13 the base salary of a member who joined the system after the first day of the first
14 system fiscal year beginning after December 31, 1995, that is used to calculate the
15 member's average base salary may not exceed $150,000, as adjusted for the cost of
16 living in accordance with 26 U.S.C. 401(a)(17)(B); and
17 (2) for system fiscal years beginning on or after January 1, 2002, the
18 base salary of a member that is used to calculate the member's average base salary
19 may not exceed $200,000, as adjusted for the cost of living in accordance with 26
20 U.S.C. 40l(a)(17)(B).
21 (m) Notwithstanding the definition of "base salary" in AS 14.25.220, in (1) of
22 this section, for system fiscal years beginning on or after January 1, 1998, and for
23 purposes of 26 U.S.C. 415(b)(3) and the regulations adopted under that statute,
24 (1) "base salary"
25 (A) includes any amount that is contributed by the employer
26 under a salary reduction agreement and that is not includable in the member's
27 gross income under 26 U.S.C. 125, 132(f)(4), 402(e)(3), 402(h), or 403(b); and
28 (B) is limited to compensation that is actually paid to a member
29 during the determination period;
30 (2) "determination period" means the system fiscal year.
31 * Sec. 8. AS 14.25.125(a) is amended to read:

WORK D R A FT WORK D R A FT  22-LS0853\O
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1 (a) Subject to AS 14.25.167, a member is eligible for a normal retirement
2 salary at age 60 with at least one year of [TWO YEARS] membership service if the
3 member also is eligible for a normal retirement benefit under the public employees'
4 I retirement system (AS 39.35).
5 * Sec. 9. AS 14.25.125(b) is amended to read:
6 (b) Subject to AS 14.25.167, a member is eligible for an early retirement
7 salary at age 55 with at least one year [TWO YEARS] of membership service if the
8 member also is eligible for an early retirement benefit under the public employees'
9 retirement system (AS 39.35).

10 * Sec. 10. AS 14.25 is amended by adding a new section to read:
11 Sec, 14.25.163. Rollover distributions and rollover contributions, (a) A
12 distributee may elect, at the time and in the manner prescribed by the administrator, to
13 have all or part o f an eligible rollover distribution paid directly to an eligible
14 retirement plan specified by the distributee in the direct rollover.
15 (b) The system does not accept contributions of eligible rollover distributions.
16 (c) In this section,
17 (1) "direct rollover" means the payment of an eligible rollover
18 distribution by the system to an eligible retirement plan specified by a distributee who
19 is eligible to elect a direct rollover;
20 (2) "distributee" means a member or a beneficiary who is the surviving
21 spouse of the member;
22 (3) "eligible retirement plan"
23 (A) means
24 (i) an individual retirement account described in 26
25 U.S.C. 408(a);
26 (ii) an individual retirement annuity defined in 26
27 U.S.C. 408(b);
28 (iii) an annuity plan described in 26 U.S.C. 403(a);
29 (iv) a qualified trust described in 26 U.S.C. 401(a);
30 (v) on and after January 1, 2002, an annuity plan
31 described in 26 U.S.C 403(b); or
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(vi) on or after January 1, 2002, a governmental plan 
described in 26 U.S.C 457(b); and

(B) notwithstanding (A) of this paragraph, means, with respect 
to distributions made before January 1, 2002, an individual retirement account 
or an individual retirement annuity account described or defined in 26 U.S.C. 
408 in the case of an eligible rollover distribution to a beneficiary who is the 
surviving spouse of a member;

(4) "eligible rollover distribution" means a distribution o f all or part of 
a total account to a distributee, except for

(A) a distribution that is one of a series of substantially equal 
installments payable not less frequently than annually over the life expectancy 
of the distributee or the joint and last survivor life expectancy of the distributee 
and the distributee's designated beneficiary, as defined in 26 U.S.C. 401(a)(9);

(B) a distribution that is one of a series of substantially equal 
installments payable not less frequently than annually over a specified period 
of 10 years or more;

(C) a distribution that is required under 26 U.S.C. 401(a)(9);
(D) the portion of any distribution that is not includable, in

gross income;
(E) a distribution made on or after January 1, 2002, that is on 

account of hardship; and
(F) other distributions that are reasonably expected to total less 

than $200 during a year.
* Sec. 11. AS 14.25 is amended by adding a new section to read:

Sec. 14.25.165. Distribution requirements, (a) The entire interest of a
member must be distributed or must begin to be distributed not later than the member's 
required beginning date.

(b) If  a member dies after the distribution of the member's interest has begun 
but before the distribution has been completed, the remaining portion of the interest 
shall continue to be distributed at least as rapidly as under the method of distribution 
being used before the member's death.
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(c) If  a member has made a distribution election and dies before the 
distribution o f the member's interest begins, distribution of the member's entire interest 
shall be completed by December 31 of the calendar year containing the fifth 
anniversary of the member's death. However, if  any portion of the member's interest 
is payable to a designated beneficiary, distributions may be made over the life of the 
designated beneficiary or over a period certain not greater than the life expectancy of 
the designated beneficiary, commencing on or before December 31 of the calendar 
year immediately following the calendar year in which the member died, and, if  the 
designated beneficiary is the member's surviving spouse, the date distributions are 
required to begin may not be eariier than the later of December 31 o f the calendar year
(1) immediately following the calendar year in which the member died, or (2) in which 
the member would have attained 70 1/2 years of age, whichever is earlier. If the 
surviving spouse dies after the member but before payments to the spouse have begun, 
the provisions of this subsection apply as if the surviving spouse were the member. 
An amount paid to a child of the member will be treated as if it were paid to the 
surviving spouse if the amount becomes payable to the surviving spouse when the 
child reaches the age of majority.

(d) If  a member has not made a distribution election before the member's 
death, the member's designated beneficiary must elect the method of distribution not 
later than December 31 of the calendar year (1) in which distributions would be 
required to begin under this section, or (2) that contains the fifth anniversary of the 
date of death of the member, whichever is earlier. If the member does not have a 
designated beneficiary or if  the designated beneficiary does not elect a method of 
distribution, distribution of the member's entire interest must be completed by 
December 31 o f the calendar year containing the fifth anniversary of the member's 
death.

(e) For purposes of (c) of this section, distribution o f a member's interest is 
considered to begin (1) on the member's required beginning date, or (2) if the 
designated beneficiary is the member's surviving spouse and the surviving spouse dies 
after the member but before payments to the spouse have begun, on the date 
distribution is required to begin to the surviving spouse. If distribution in the form of
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an annuity irrevocably commences to the member before the required beginning date, 
the date distribution is considered to begin is the date that the distribution actually 

commences.
(f) Notwithstanding any contrary provisions o f this chapter, the requirements 

of this section apply to all distributions of a member's interest and take precedence 
over any inconsistent provisions of this chapter.

(g) All distributions required under this section are determined and made in 
accordance with 26 U.S.C. 401(a)(9) and regulations adopted under that statute, 
including any minimum distribution incidental benefit requirement.

(h) Unless otherwise specified, the provisions of this section apply to calendar 
years beginning on or after January 1,1989.

(i) In this section,
(1) "designated beneficiary" means the individual who is designated as 

the beneficiary under the system in accordance with 26 U.S.C. 401(a)(9) and 
regulations adopted under that statute;

(2) "required beginning date" means the first day of April o f the 
calendar year following the calendar year in which the member either attains 70 1/2 
years of age or actually retires, whichever is later.

* Sec. 12. AS 14.25.173(a) is amended to read:
(a) When [IF] a change or error is made in the records maintained by the 

system or in the contributions made on behalf of an employee or an error is made 
in computing a benefit, and  ̂as a result^ a teacher or member or beneficiary is entitled 
to receive [RECEIVES] from the system more or less than the teacher or member or 
beneficiary would have been entitled to receive had the records or contributions been 
correct or had the error not been made, (1) the records, contributions, or error shall be 
corrected, and (2) [,] as far as practicable, future payments or benefit entitlement 
shall be adjusted so that the actuarial equivalent of the pension or benefit to which the 
teacher or member or beneficiary was correctly entitled will be paid. An adjustment 
to contributions shall be picked up by the employer in accordance with 
AS 14.25.050 or treated as an adjustment to the employer's contributions in 
accordance with this section, depending upon the nature of the adjustment. If no
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future benefit payments are due, a person who was paid any amount to which the 
person was not entitled is liable for repayment of that amount, and a person who was 
not paid the full amount to which the person was entitled shall be paid that amount.

* Sec. 13. AS 14.25 is amended by adding a new section to read:
Sec. 14.25.181. Exclusive benefit, (a) The corpus or income of the assets 

held in trust as required by the system may not be diverted to or used for other than the 
exclusive benefit of the members or their beneficiaries.

(b) If, upon termination of the system, all liabilities are satisfied, any excess 
assets arising from erroneous actuarial computation shall revert to the employers on a 
pro rata basis.

* Sec. 14. AS 14.25 is amended by adding a new section to read:
Sec. 14.25.195. Special rules for treatm ent of qualified military service. 

Notwithstanding any contrary provisions of this chapter, with respect to qualified 
military service, ;ontributions shall be made and benefits and service credit shall be 
provided in accordance with 26 U.S.C. 414(u).

* Sec. 15. AS 14.25.220(2) is amended to read:
(2) "actuarial adjustment" means the adjustm ent necessary to obtain 

equality in value of the aggregate expected payments under two different forms of 
pension payments, considering expected mortality and interest earnings on the basis of 
tables referred to in the information handbook published under AS 14.25.030(5) 
[ADOPTED FROM TIME TO TIME BY THE BOARD];

* Sec. 16. AS 14.25.220(31) is amended to read:
(31) "qualified domestic relations order" means a divorce or 

dissolution judgment under AS 25.24, including an order approving a property 
settlement, that

(A) creates or recognizes the existence of an alternate payee's 
right to, or assigns to an alternate payee the right to, receive all or a portion of 
the member contribution account or benefits payable with respect to a member;

(B) sets out the name and last known mailing address, if any, of 
the member and of each alternate payee covered by the order;

(C) sets out the amount or percentage o f the member's benefit,

WORK D R A FT WORK D R A FT  22-LS0853\O
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1 or of any survivor's benefit, to be paid to the alternate payee, or sets out the
2 manner in which that amount or percentage is to be determined;
3 (D) sets out the number o f payments or period to which the

4 order applies;
5 (E) sets out the plan to which the order applies;
6 m  does not require any type or form o f benefit or any option
7 not otherwise provided by this chapter;
8 £G} [(F)] does not require an increase o f benefits in excess of
9 the amount provided by this chapter, determined on the basis of actuarial

10 value; and
11 £H) [(G)] does not require the payment, to an alternate payee,
12 of benefits that are required to be paid to another alternate payee under another
13 order previously determined to be a qualified domestic relations order;
14 * Sec. 17. AS 14.25.220 is amended by adding new paragraphs to read:
15 (44) "Internal Revenue Code" means the Internal Revenue Code of
16 1986, as amended;
17 (45) "fiscal year" means the period beginning on July 1 and ending on
18 June 30 of the following calendar year.
19 * Sec. 18. AS 22.25.011 is amended to read:
20 Sec. 22.25.011. Contributions of judges and justices. Each justice and
21 judge appointed after July 1, 1978, shall contribute seven percent of the base annual
22 salary received by the justice or judge to the judicial retirement system. Contributions
23 shall be made for all creditable service under this chapter up to a maximum of 15
24 years. This contribution is made in the form of a deduction from compensation, at the
25 end of each payroll period, and is made even if the compensation paid in cash to the
26 justice or judge is reduced below the minimum prescribed by law. The contributions
27 shall be deducted from justice's or judge's compensation before the computation
28 of applicable federal taxes and shall be treated as employer contributions under
29 26 U.S.C. 414(h)(2). A member may not have the option of making the payroll
30 deduction directly in cash instead of having the contribution picked up by the
31 employer. Each justice and judge is considered to consent to the deduction from
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compensation. Payment of compensation less the deduction constitutes a full 
discharge of all claims and demands for the services rendered by the justice or judge 
during the period covered by the payment, except as to the benefits provided for under 
this chapter. The contributions shall be credited to the judicial retirement fund 
established in accordance with AS 22.25.048.

* Sec. 19. AS 22.25.020 is amended to read:
Sec. 22.25.020. Retirement pay. Except as provided in AS 22.25.023(b). a

[A] retired justice or judge eligible for retirement pay shall receive from the date of 
eligibility until death monthly retirement pay [COMPENSATION] equal to five 
percent per year of service, to a maximum of 75 percent, of the monthly salary 
authorized for justices and judges, respectively, at the time each retirement payment is 
made. For a justice or judge who was first employed in this retirement system on or 
after July 1, 1996, base annual salary does not include remuneration in excess of the 
limitations set out in 26 U.S.C. d01(a)(17) (Internal Revenue Code).

* Sec. 20. AS 22.25 is amended by adding new sections to read:
Sec. 22.25.021. Distribution requirements, (a) The entire interest of a 

member must be distributed or must begin to be distributed not later than the member's 
required beginning date.

(b) If a member dies after the distribution of the member's interest has begun 
but before the distribution has been completed, the remaining portion of the interest 
shall continue to be distributed at least as rapidly as under the method of distribution 
being used before the member's death.

(c) If a member has made a distribution election and dies before the 
distribution of the member's interest begins, distribution of the member's entire interest 
shall be completed by December 31 of the calendar year containing the fifth 
anniversary of the member's death. However, if any portion of the member's interest 
is payable to a designated beneficiary, distributions may be made over the life of the 
designated beneficiary or over a period certain not greater than the life expectancy of 
the designated beneficiary, commencing on or before December 31 of the calendar 
year immediately following the calendar year in which the member died, and, if the 
designated beneficiary is the member's surviving spouse, the date distributions are
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required to begin may not be earlier than the later of December 31 of the calendar year
(1) immediately following the calendar year in which the member died, or (2) in which 
the member would have attained 70 1/2 years of age, whichever is earlier. If  the 
surviving spouse dies after the member but before payments to the spouse have begun, 
the provisions of this subsection apply as if the surviving spouse were the member. 
An amount paid to a child of the member will be treated as if it were paid to the 
surviving spouse if the amount becomes payable to the surviving spouse when the 
child reaches the age of majority.

(d) If a member has not made a distribution election before the member's 
death, the member's designated beneficiary must elect the method of distribution not 
later than December 31 of the calendar year (1) in which distributions would be 
required to begin under this section, or (2) that contains the fifth anniversary of the 
date of death of the member, whichever is earlier. If  the member does not have a 
designated beneficiary or if  the designated beneficiary does not elect a method of 
distribution, distribution o f the member's entire interest must be completed by 
December 31 of the calendar year containing the fifth anniversary of the member's 
death.

(e) For purposes of (c) of this section, distribution of a member's interest is 
considered to begin (1) on the member's required beginning date, or (2) if the 
designated beneficiary is the member's surviving spouse and the surviving spouse dies 
after the member but before payments to the spouse have begun, on the date 
distribution is required to begin to the surviving spouse. If distribution in the form of 
an annuity irrevocably commences to the member before the required beginning date, 
the date distribution is considered to begin is the date that the distribution actually 
commences.

(f) Notwithstanding any contrary provisions of this chapter, the requirements 
of this section apply to all distributions of a member's interest and take precedence 
over any inconsistent provisions of this chapter.

(g) All distributions required under this section are determined and made in 
accordance with 26 U.S.C. 401(a)(9) and regulations adopted under that statute, 
including any minimum distribution incidental benefit requirement.

■ill l l i w i l i n
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(h) Unless otherwise specified, the provisions o f this section apply to calendar 
years beginning on or after January 1, 1989.

(i) In this section,
(1) "designated beneficiary" means the individual who is designated as 

the beneficiary under the system in accordance with 26 U.S.C. 401(a)(9) and 
regulations adopted under that statute;

(2) "required beginning date" means the first day of April o f the 
calendar year following the calendar year in which the member either attains 70 1/2 
year s of age or actually retires, whichever is later.

Sec. 22.25.022. Rollover distributions and rollover contributions, (a) A 
distributee may elect, at the time and in the manner prescribed by the administrator, to 
have all or part of an eligible rollover distribution paid directly to an eligible 
retirement plan specified by the distributee in the direct rollover.

(b) The system does not accept contributions of eligible rollover distributions.
(c) In this section,

(1) "direct rollover" means the payment o f an eligible rollover 
distribution by the system to an eligible retirement plan specified by a distributee who 
is eligible to elect a direct rollover;

(2) "distributee" means a member or a beneficiary who is the surviving 
spouse of the member;

(3) "eligible retirement plan"
(A) means

(i) an individual retirement account described in 26
U.S.C. 408(a);

(ii) an individual retirement annuity defined in 26
U.S.C. 408(b);

(iii) an annuity plan described in 26 U.S.C. 403(a);
(iv) a qualified trust described in 26 U.S.C. 401(a);
(v) on and after January 1, 2002, an annuity plan

described in 26 U.S.C 403(b); or
(vi) on or after January 1, 2002, a governmental plan
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described in 26 U.S.C 457(b); and
(B) notwithstanding (A) of this paragraph, means, with respect 

to distributions made before January 1, 2002, an individual retirement account 
or an individual retirement annuity account described or defined in 26 U.S.C. 
408 in the case of an eligible rollover distribution to a beneficiary who is the 
surviving spouse of a member;

(4) "eligible rollover distribution" means a distribution of all or part of 
a total account to a distributee, except for

(A) a distribution that is one of a series of substantially equal 
installments payable not less frequently than annually over the life expectancy 
of the distributee or the joint and last survivor life expectancy of the distributee 
and the distributee's designated beneficiary, as defined in 26 U.S.C. 401(a)(9);

(B) a distribution that is one of a series of substantially equal 
installments payable not less frequently than annually over a specified period 
of 10 years or more;

(C) a distribution that is required under 26 U.S.C. 401(a)(9);
(D) the portion of any distribution that is not includable in

gross income;
(E) a distribution made on or after January 1, 2002, that is on 

account o f hardship; and
(F) other distributions that are reasonably expected to total less 

than $200 during a year.
Sec. 22.25.023. Limitation on benefits; maximum annual compensation.

(a) Notwithstanding any other provisions of this chapter, the projected annual benefit 
provided by this chapter and the benefit from all other defined benefit plans required 
to be aggregated with the benefits from this system under the provisions of 26 U.S.C. 
415 may not increase to an amount in excess of the amount permitted under 26 U.S.C. 
415 at any time. In the event that any accrued benefit of a member exceeds the
limitation of 26 U.S.C. 415 for a limitation year, the system shall make any necessary 
remedial action to correct an excess accrued benefit. The provisions of 26 U.S.C. 415, 
and the regulations adopted under that statute, as applied to qualified defined benefit

WORK D R A FT WORK D R A FT 22-LS0853\O

-17- SCS CSSSH B 254( )
N ew  T e x t  U n d e r l i n e d  [DELETED TE X T BRACKETED]



WORK D RA FT WORK D R A FT 22-LS0853\O

plans of governmental employers are incorporated as part of the terms and conditions 
of the system. This subsection shall apply to any member of this system.

(b) For system fiscal years beginning on or after January 1, 1998, and for 
purposes of 26 U.S.C. 415(b)(3) and the regulations adopted imder that statute, 
"salary" includes any amount that is contributed by the employer under a salary 
reduction agreement and that is not includable in the member's gross income under 26 
U.S.C. 125, 132(f)(4), 402(e)(3), 402(h), or 403(b) and is limited to compensation that 
is actually paid to a member during the determination period, which is the fiscal year 

of the system.
* Sec. 21. AS 22.25.025 is amended to read:

Sec. 22.25.025. Administration. The commissioner of administration is 
responsible for the administration of the judicial retirement system. The system is 
intended to qualify as a governmental plan established and maintained bv the 
government of this state for the state's employees, as perm itted under 26 U.S.C. 
414(d). The commissioner shall publish an information handbook for the system 
at intervals as the commissioner considers appropriate.

* Sec. 22. AS 22.25.030(a) is amended to read:
(a) Upon the death of a justice or judge who has served for at least two years, 

the surviving spouse is entitled to receive survivors' benefits [MONTHLY 
COMPENSATION] equal to one-half of the monthly retirement pay the justice or 
judge would thereafter have been entitled to receive if retired at the time of death. If 
at death the justice or judge was not yet entitled to retirement pay, or was or would 
have been entitled to less than 60 percent of the monthly salary authorized for the 
office, the surviving spouse is entitled to monthly survivors' benefits 
[COMPENSATION] equal to 30 percent o f the salary authorized for justices or 
judges, respectively, at the time each monthly payment is made.

* Sec. 23. AS 22.25.048(a) is amended to read:
(a) The commissioner of administration shall establish a judicial retirement 

trust fund for the judicial retirement system in which the assets of the system are 
deposited and held. The trust fund is subject to the restrictions of (h) of this 
section. The commissioner shall maintain accounts and records for the system.
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* Sec. 24. AS 22.25.048 is amended by adding new subsections to read:
(h) The corpus or income of the assets held in trust as required by the system 

may not be diverted to or used for other than the exclusive benefit of the members or 
their beneficiaries.

(i) If, upon termination of the system, all liabilities are satisfied, any excess 
assets arising from erroneous actuarial computation shall revert to the employer.

* Sec. 25. AS 22.25 is amended by adding a new section to read:
Sec 22.25.110. Special rules for treatm ent of qualified military service. 

Notwithstanding any contrary provisions of this chapter, with respect to qualified 
military service, contributions shall be made and benefits and service credit shall be 
provided in accordance with 26 U.S.C. 414(u).

* Sec. 26. AS 22.25.900 is repealed and reenacted to read:
Sec. 22.25.900. Definitions. In this chapter, unless the context otherwise 

requires,
(1) "actuarial equivalent" means equality in value of the aggregate

expected payments under two different forms of pension payments, considering
expected mortality and interest earnings on the basis of tables referred to in the
information handbook published under AS 22.25.025;

(2) "judge" means a judge of the court of appeals, a superior court 
judge, or a district court judge;

(3) "justice" means a .supreme court justice;
(4) "member" means an administrative director of the Alaska Court 

System who is eligible to participate in the system, a justice, or a judge;
(5) "qualified domestic relations order" means a divorce or dissolution 

judgment under AS 25.24, including an order approving a property settlement, that
(A) creates or recognizes the existence of an alternate payee's 

right to, or assigns to an alternate payee the right to, receive all or a portion of 
the member contributions and interest or benefits payable with respect to a 
justice or judge;

(B) sets out the name and last known mailing address, if any, of 
the justice or judge and of each alternate payee covered by the order;
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(C) sets out the amount or percentage of the justice's or judge's 
benefit, or of any survivor's benefit, to be paid to the alternate payee, or sets 
out the manner in which that amount or percentage is to be determined;

(D) sets out the number of payments or period to which the

order applies;
(E) sets out the plan to which the order applies;
(F) does not require any type or form of benefit or any option 

not otherwise provided by this chapter;
(G) does not require an increase of benefits in excess o f the 

amount provided by this chapter, determined on the basis of actuarial value;
(H) does not require the payment, to an alternate payee, of 

benefits that are required to be paid to another alternate payee under another 
order previously determined to be a qualified domestic relations order.

* Sec. 27. AS 37.05.180 is amended to read:
Sec. 37.05.180. Two-year limitation on payment of w arrants. A warrant 

upon the state treasury may not be paid unless presented at the office o f the 
commissioner of revenue within two years of the date of its issuance. A warrant not 
presented within that time is considered paida and money held at the expiration of that 
time in a special fund or account for the payment of the warrant shall be transferred to 
the general fund, except where the warrant is for the payment of a permanent fund 
dividend, a benefit payment or refund under AS 14.25, AS 22.25, AS 26.05, 
AS 39.30, AS 39.35, AS 39.37. or AS 39.45, or where transfer is prohibited by the 
federal government for state participation in a federal program.

* Sec. 28. AS 39.35.010 is repealed and reenacted to read:
Sec. 39.35.010. Purpose and effective date, (a) The purpose of this chapter 

is to encourage qualified personnel to enter and remain in the service of the state or a 
political subdivision or public organization of the state by establishing a system for the 
payment of retirement, disability, and death benefits to or on behalf of the employees.

(b) The Public Employees' Retirement System of Alaska is hereby created. 
The system created becomes effective as o f January 1, 1961, at which time 
contributions by the state and its employees begin.
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(c) The retirement system established by this chapter is intended to qualify 
under 26 U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified retirement 
plan established and maintained by the state for i's employees and for the employees 
of political subdivisions, public corporations, and public organizations of the state, and 
for the employees of other employers whose participation is authorized by this chapter 
and who participate in this system.

* Sec. 29. AS 39.35 is amended by adding a new section to read:
Sec. 39.35.011. Exclusive benefit. The corpus or income of the assets held in 

trust as required by the system may not be diverted to or used for other than the 
exclusive benefit of the members or their beneficiaries.

* Sec. 30. AS 39.35.060 is amended to read:
Sec. 39.35.060. Duties of the adm inistrator. The administrator shall

(1) with the assistance of a technical actuarial advisor, submit to the 
board the required actuarial tables and the statistical data necessary for periodic 
actuarial surveys of the operating experience of the system;

(2) maintain records of the employees included in the system that are 
necessary for the proper administration of the system and furnish information 
requested by the actuary for preparing valuations and periodic experience analyses;

(3) attend meetings of the board and serve as secretary of the board;
(4) certify to the appropriate division of the Department of 

Administration the payments made under this chapter;
(5) remit to the Department of Revenue, for deposit in the pension 

fund, assets received for the account of the system;
(6) formulate and recommend to the board regulations to govern the 

operation of the system;
(7) formulate and recommend to the board regulations to govern the 

operation of the supplemental employee benefit program under AS 39.30.150 - 
39.30.180^

(8) publish an information handbook for the system at intervals as 
the adm inistrator considers appropriate.

* Sec. 31. AS 39.35.160(a) is amended to read:
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(a) Beginning January 1, 1987, each peace officer or fire fighter shall 
contribute to the system an amount equal to seven and one-half percent of the peace 
officer's or fire fighter’s compensation. Except as provided in (d) of this section, 
beginning January 1, 1987, each other employee shall contribute to the system an 
amount equal to six and three-quarters percent o f the employee's compensation. The 
contributions shall be deducted by the employer at the end of each payroll period. The 
contributions shall be deducted from employee compensation before computation of 
applicable federal taxes, and the contributions shall be treated as employer 
contributions under 26 U.S.C. 414(h)(2). A member may not have the option of 
making the payroll deduction directly instead of having the contribution picked 
up bv the employer.

* Sec. 32. AS 39.35 is amended by adding a new section to read:
Sec. 39.35.165. Purchase of credited service, (a) An employee who is 

eligible to purchase credited service under AS 39.35.310, 39.35.330, 39.35.340, 
39.35.342, 39.35.345, 39.35.350, 39.35.360, 39.35.370, a member who is eligible to 
purchase credited service under AS 39.35.375, or an elected public official who is 
eligible to purchase credited service under AS 39.35.381 is an employee for purposes 
of this section. An employee may, in lieu of making payments directly to the system, 
elect to have the employee's employer make payments as provided in this section.

(b) An employee may elect to have the employer make payments for all or any 
portion of the amounts payable for the employee's purchase of credited service 
through a salary reduction program as follows:

(1) the amounts paid under a salary reduction program are in lieu of 
contributions by the employee making the election; the electing employee's salary or 
other compensation shall be reduced by the amount paid by the employer under this 
subsection;

(2) the employee shall make an election under this section to purchase 
credited service as permitted in AS 39.35.310, 39.35.330, 39.35.340, 39.35.342, 
39.35.345, 39.35.350, 39.35.360, 39.35.370, 39.35.375, or 39.35.381 and before the 
employee's termination of employment; the election must specify the number of 
payroll periods that deductions will be made from the employee's compensation and
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the dollar amount of deductions for each payroll period during the specified number of 

payroll periods;
(3) an employee who makes an election under this section to have the 

employer make payments for less than all of the amounts payable for the employee's 
purchase of credited service may subsequently elect to have the employer make 
payments for all or any portion of the remaining amounts payable for the employee's 
purchase of credited service;

(4) amounts paid by an employer under this section shall be treated as 
employer contributions for the purpose of determining tax treatment under the Internal 
Revenue Code; the amounts paid by the employer under this section may not be 
included in the member's gross income for income tax purposes until those amounts 
are distributed by refund or retirement benefit payments.

(c) Unless otherwise provided, employee contributions paid by the employer 
under this section are treated for all other purposes under the system in the same 
manner and to the same extent as employee contributions that are not paid by an 
employer under this section and AS 39.35.160. The system may assess interest or 
administrative charges attributable to any salary reduction election made under this 
section. The interest or administrative charges shall be added to the contribution that 
is made to the system by the employee each payroll period, and that is paid by the 
employer. The interest or administrative charges may not be treated as employee 
contributions for any purposes under this chapter, and an employee or an employee's 
beneficiary does not have a right to the return of the interest or administrative charges. 
Interest assessed under this section shall be at the rate specified by regulations adopted 
by the board.

(d) For system fiscal years beginning on or after July 1, 2001, the 
requirements of AS 39.35.370(i) may not be applied to reduce the amount of credited 
service that may be purchased, under this section by an employee who first becomes 
an employee of the system before July 1, 2001, to an amount that is less than the 
amount of credited service allowed to be purchased with the application of any of the 
limits prescribed in 26 U.S.C. 415.

(e) Contributions to the system to purchase credited service do not qualify for
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1 treatment under this section if recognition of that sendee would cause an employee to
2 receive a retirement benefit for the same service from the system and from one or
3 more other retirement plans or systems of the state.
4 (f) To the extent that a payment under this section does not alter, amend, or
5 revoke any one or more currently effective elections made by the employee, the board
6 may accept employee contributions, which shall also be treated as employer
7 contributions for the purpose of determining tax treatment under the Internal Revenue
8 Code, for the payment for credited service purchases made under this section in whole
9 or in part, by any one or a combination of the following methods:

10 (1) subject to the limitations prescribed in 26 U.S.C. 401(a)(3) and 26
11 U.S.C. 402(c), accepting eligible rollover distributions directly from one or more
12 retirement programs of another employer that are qualified under 26 U.S.C. 401(a) or
13 accepting rollovers directly from an employee;
14 (2) subject to the limitations prescribed in 26 U.S.C. 408(d)(3)(A)(ii),
15 accepting from an employee conduit rollover contributions that are received by the
16 employee from one or more conduit rollover individual retirement accounts previously
17 established by the employee;
18 (3) subject to the limitations prescribed in 26 U.S.C. 403(b)(13),
19 accepting direct trustee-to-trustee transfers o f all or a portion of the accounts o f the
20 employee, on and after January 1, 2002, from a tax sheltered annuity described in 26
21 U.S.C. 403(b);
22 (4) subject to the limitations prescribed in 26 U.S.C. 457(e)(17),
23 accepting direct trustee-to-trustee transfers of all or a portion of the accounts of the
24 employee, on and after January 1, 2002, from an eligible deferred compensation plan
25 of a tax-exempt organization or a state or local government described in 26 U.S.C.
26 457(b);
27 (5) accepting direct trustee-to-trustee transfer from an account
28 established for the benefit of the member in AS 39.30.150 - 39.30.180 (Alaska
29 Supplemental Annuity Plan).
30 (g) Payments made under this section shall be applied to reduce the
31 employee's outstanding indebtedness described in AS 39.35.310, 39.35.330,
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1 39.30.340, 39.35.342, 39.35.345, 39.35.350, 39.35.360, 39.35.370, 39.35.375, or

2 39.35.381 at the time that the contributions are received by the system.

3 (h) I f  an employee retires before all payments are made under this section, the

4 system shall calculate the employee's benefits based only on the payments actually
5 made w ith respect to the credited service purchased.

6 (i) On satisfaction o f the e lig ib ility requirements o f AS 39.35.310, 39.35.330,

7 39.35.340, 39.35.341, 39.35.345, 39.35.350, 39.35.360, 39.35.370, 39.35.375, or

8 39.35.381, the requirements o f this section and the administrative filin g requirements

9 specified by the board, the system shall adjust the employee's credited service history

10 and add any additional service credits acquired.

11 (j) A fte r an election is made under this section, the election is binding on and

12 irrevocable fo r the employee and the employee's employer during the employee's

13 remaining period o f current employment, and the employee does not have the option

14 o f choosing to receive the contributed amounts directly in cash.

15 * Sec. 33. AS 39.35 is amended by adding a new section to read:

16 Sec. 39.35.195. R o llo v er d is tr ib u tio n s  a n d  ro llo v e r c o n tr ib u tio n s , (a) A

17 distributee may elect, at the time and in the manner prescribed by the administrator, to

18 have all or part o f an eligible rollover distribution paid directly to an elig ible

19 retirement plan specified by the distributee in the direct rollover.

20 (b) Except as provided by AS 39.35.165(f)(5), the system does not accept

21 contributions o f elig ible rollover distributions.

22 (c) In this section,

23 (1) "direct rollover" means the payment o f an elig ible rollover

24 distribution by the system to an eligible retirement plan specified by a distributee who

25 is elig ible to elect a direct rollover;

26 (2) "distributee" means a member or a beneficiary who is the surviving

27 spouse o f the member;

28 (3) "e lig ib le retirement plan"

29 (A ) means

30 (i) an ind ividua l retirement account described in 26

31 U.S.C. 408(a);
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1 ( ii) an individua l retirement annuity defined in 26

2 U.S.C. 408(b);

3 ( ii i) an annuity plan described in 26 U.S.C. 403(a);

4 (iv ) a qualified trust described in 26 U.S.C. 401(a);

5 (v) on and after January 1, 2002, an annuity plan

6 described in 26 U.S.C 403(b); or

7 (v i) on or after January 1, 2002, a governmental plan

8 described in 26 U.S.C 457(b); and

9 (B) notwithstanding (A ) o f this paragraph, means, w ith respect

10 to distributions made before January 1, 2002, an ind iv idua l retirement account

11 or an ind ividual retirement annuity account described or defined in 26 U.S.C.

12 408 in the case o f an eligible ro llover distribution to a beneficiary who is the

13 surviving spouse o f a member;

14 (4) "e lig ib le rollover distribution" means a distribution o f all or part o f

15 a total account to a distributee, except fo r

16 (A ) a distribution that is one o f a series o f substantially equal

17 installments payable not less frequently than annually over the life expectancy

18 o f the distributee or the jo in t and last survivor life expectancy o f the distributee

19 and the distributee's designated beneficiary, as defined in 26 U.S.C. 401(a)(9);

20 (B) a distribution that is one o f a series o f substantially equal

21 installments payable not less frequently than annually over a specified period

22 o f 10 years or more;

23 (C) a distribution that is required under 26 U.S.C. 401(a)(9);

24 (D ) the portion o f any distribution that is not includable in

25 gross income;

26 (E) a distribution made on or after January 1, 2002, that is on

27 account o f hardship; and

28 (F) other distributions that are reasonably expected to total less

29 than $200 during a year.

30 * Sec. 34 . AS 39.35.270 is amended to read:

31 Sec. 39 .35 .270. A m o u n t o f  e m p lo y e r 's  c o n tr ib u tio n s . The amount o f each
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1 employer's contributions shall be determined by applying the employer's contribution

2 rate to the total compensation paid to the active employees o f the employer fo r each

3 payroll period an d  hv in c lu d in g  an v  a d ju s tm e n ts  to  c o n tr ib u tio n s  re q u ire d  bv

4 AS 39.35.520fa). This amount shall be remitted by the employer to the administrator

5 in accordance w ith AS 39.35.610.

6 * Sec. 35. AS 39.35.360 is amended by adding a new subsection to read:

7 (1) An administrative director o f the Alaska Court System who withdraws

8 from the jud ic ia l retirement system under AS 22.25.012(b) is elig ib le fo r membership

9 in the public employees' retirement system and shall receive credited service in this

10 system fo r service rendered as administrative director. To be elig ible fo r membership

11 in this system under this subsection, the administrative director must contribute to the

12 system

13 (1) the amount that would have been contributed i f  the administrative

14 director had been a member during the period o f the membership in the jud ic ia l

15 retirement system; and

16 (2) any contributions fo r service as administrative director refunded

17 from the public employees' retirement system at the time the administrative director

18 became a member o f the jud ic ia l retirement system.

19 * Sec. 36. AS 39.35.370 is amended by adding new subsections to read:

20 (i) Notw ithstanding any other provision o f this chapter, the projected annual

21 benefit provided by this chapter and the benefit from all other defined benefit plans

22 required to be aggregated w ith the benefits from this system under the provisions o f 26

23 U.S.C. 415 may not increase to an amount in excess o f the amount perm itted under 26

24 U.S.C. 415 at any time. In the event that any projected annual benefit o f a member

25 exceeds the lim ita tion o f 26 U.S.C. 415(g) for a lim ita tion year, the system shall take

26 any necessary remedial action to correct an excess accrued benefit. The provisions o f

27 26 U.S.C. 415, and the regulations adopted under that statute, as applied to qualified

28 defined benefit plans o f governmental employers are incorporated as part o f the terms

29 and conditions o f the system. This subsection applies to any member o f this system.

30 (j) Notw ithstanding (c) o f this section,

31 (1) fo r the system fiscal years beginning on or after January 1, 1996,
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the annual compensation o f a member who jo ined the system after the firs t day o f the 

firs t system fiscal year beginning after December 31, 1995, that is used to calculate the 

member's average monthly compensation may not exceed $150,000, as adjusted for 

the cost o f liv ing in accordance w ith 26 U.S.C. 401(a)(17)(B); and

(2) fo r the system fiscal years beginning on or after January 1, 2002, 

the annual compensation lim ita tion for such a member, which is so taken into account 

fo r such a member which is so taken into account fo r such purposes, may not exceed 

$200,000, as adjusted fo r the cost o f liv ing in accordance w ith 26 U.S.C. 

401(a)(17)(B).

(3) the cost o f liv ing adjustment in effect fo r a calendar year applies in 

this subsection to a determination period beginning in the calendar year.

(k) Notw ithstanding the defin ition o f "compensation" in AS 39.35.680, in (j) 

o f this section, fo r system fiscal years beginning on or after January 1, 1998, and for 

purposes o f 26 U.S.C. 415(b)(3) and the regulations adopted under that statute,

(1) "annual compensation"

(A ) includes any amount that is contributed by the employer 

under a salary reduction agreement and that is not includable in the member's 

gross income under 26 U.S.C. 125, 132(f)(4), 402(e)(3), 402(h), or 403(b); and

(B) is lim ited to compensation that is actually paid to a member 

during the determination period;

(2) "determination period" means the system fiscal year.

* Sec. 37. AS 39.35 is amended by adding a new section to read:

Sec. 39.35.371. D is tr ib u tio n  re q u ire m e n ts , (a) The entire interest o f a 

member must be distributed or must begin to be distributed not later than the member's 

required beginning date.

(b) I f  a member dies after the distribution o f the member's interest has begun 

but before the distribution has been completed, the remaining portion o f the interest 

shall continue to be distributed at least as rapidly as under the method o f distribution 

being used before the member's death.

(c) I f  a member has made a distribution election and dies before the 

distribution o f the member's interest begins, distribution o f the member's entire interest
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1 shall be completed by December 31 o f the calendar year containing the fifth

2 anniversary o f the member's death. However, i f  any portion o f the member's interest

3 is payable to a designated beneficiary, distributions may be made over the life o f the

4 designated beneficiary or over a period not greater than the life expectancy o f the

5 designated beneficiary, commencing on or before December 31 o f the calendar year

6 immediately fo llow ing the calendar year in which the member died; and i f  the

7 designated beneficiary is the member's surviv ing spouse, the date distributions are

8 required to begin may not be earlier than the later o f December 31 o f the calendar year

9 (1) immediately fo llow ing the calendar year in which the member died, or (2) in which

10 the member would have attained 70 1/2 years o f age, whichever is earlier. I f  the

11 surviving spouse dies after the member but before payments to the spouse have begun,

12 the provisions o f this subsection apply as i f  the surviving spouse were the member.

13 An amount paid to a child o f the member w ill be treated as i f  it were paid to the

14 surviving spouse i f  the amount becomes payable to the surviving spouse when the

15 child reaches the age o f majority.

16 (d) I f  a member has not made a distribution election before the member's

17 death, the member's designat„d beneficiary must elect the method o f distribution not

18 later than December 31 o f the calendar year (1) in which distributions would be

19 required to begin under this section, or (2) that contains the fifth  anniversary o f the

20 date o f death o f the member, whichever is earlier. I f  the member does not have a

21 designated beneficiary or i f  the designated beneficiary does not elect a method o f

22 distribution, distribution o f the member's entire interest must be completed by

23 December 31 o f the calendar year containing the fif th  anniversary o f the member's

24 death.

25 (e) For purposes o f (c) o f this section, distribution o f a member's interest is

26 considered to begin (1) on the member's required beginning date, or (2) i f  the

27 designated beneficiary is the member's surviv ing spouse and the surviving spouse dies

28 after the member but before payments to the spouse have begun, on the date

29 distribution is required to begin to the surviving spouse. I f  distribution in the form o f

30 an annuity irrevocably commences to the member before the required beginning date,

31 the date distribution is considered to begin is the date that the distribution actually

WORK DRAFT WORK DRAFT 22-LS0853\O
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commences.

(f) Notw ithstanding any contrary provisions o f this chapter, the requirements 

o f this section apply to all distributions o f a member's interest and take precedence 

over any inconsistent provisions o f this chapter.

(g) A l l distributions required under this section are determined and made in 

accordance w ith 26 U.S.C. 401(a)(9) and regulations adopted under that statute, 

including any m inimum distribution incidental benefit requirement.

(h) Unless otherwise specified, the provisions o f this section apply to calendar 

years beginning on or after January 1, 1989.

(i) In this section,

(1) "designated beneficiary" means the ind ividua l who is designated as 

the beneficiary under the system in accordance w ith 26 U.S.C. 401(a)(9) and 

regulations adopted under that statute;

(2) "required beginning date" means tne firs t day o f A p ril o f the 

calendar year fo llow ing the calendar year in which the member either attains 70 1/2 

years o f age or actually retires, whichever is later.

* Sec. 38. AS 39.35.385(a) is amended to read:

(a) Subject to AS 39.35.450, an employee is elig ible fo r a normal retirement 

benefit at age 60 w ith at least one year [TWO YEARS] o f credited service i f  the 

employee also is eligible for a normal retirement salary under AS 14.25 (teachers' 

retirement system).

* Sec. 39 . AS 39.35.385(b) is amended to read:

(b) Subject to AS 39.35.450, an employee is eligible fo r an early retirement 

benefit at age 55 w ith at least one year [TWO YEARS] o f credited service i f  the 

employee also is elig ible fo r an early retirement salary under AS 14.25 (teachers' 

retirement system).

* Sec. 40. AS 39.35.520(a) is amended to read:

(a) When a change or error is made in the records maintained by the system o r  

in th e  c o n tr ib u tio n s  m ad e  on b e h a lf  o f  an  em ployee [,] or an error is made in 

computing a benefit, andj as a result^ an employee or beneficiary is e n title d  to  receive 

[RECEIVES] from the system more or less than the employee would have been
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entitled to receive had the records o r  c o n tr ib u tio n s  been correct or had the error not 

been made, (1) the records, co n trib u tio n s., or error shall be corrected^ and (2) as far as 

practicable, future payments o r b en e fit e n title m e n t shall be adjusted so that the 

actuarial equivalent o f the pension or benefit to which the employee or beneficiary 

was correctly entitled shall be paid. A n a d ju s tm e n t to  c o n tr ib u tio n s  sh a ll be  p ic k e d

u p  by  th e  e m p lo y e r u n d e r  A S 39 .35 .160  o r  t r e a te d  as an  a d ju s tm e n t to  th e

em p lo y e r 's  c o n tr ib u tio n s  u n d e r  A S 39 .35 .270 , d e p e n d in g  u p o n  th e  n a tu re  o f  th e

a d ju s tm e n t. I f  no future payment is due, a person who was paid any amount to which 

the person was not entitled is liable fo r repayment o f that amount, and a person who 

was not paid the fu ll amount to which the person was entitled shall be paid the balance 

o f that amount.

* Sec. 41. AS 39.35.546 is amended by adding a new subsection to read:

(b) Benefits paid under this chapter may be subject to federal income taxes as

provided in 26 U.S.C. 72.

* Sec. 42. AS 39.35 is amended by adding a new section to read:

Sec 39.35.677. S pecia l ru le s  fo r  t r e a tm e n t  o f  q u a lif ie d  m ilita ry  se rv ice .

Notw ithstanding any contrary provisions o f this chapter, w ith respect to qualified 

m ilita ry service, contributions shall be made, and benefits and service credit shall be 

provided in accordance w ith 26 U.S.C. 414(u).

* Sec. 43. A S 39.35.680(2) is amended to read:

(2) "actuarial adjustment" means th e  a d ju s tm e n t  n ece ssa ry  to  o b ta in  

equality in value o f the aggregate expected payments under two different forms o f 

pension payments, considering expected morta lity and interest earnings on the basis o f 

tab les re fe r re d  to  in th e  in fo rm a tio n  h a n d b o o k  p u b lish e d  u n d e r  A S 39.35.060(8) 

[A D O PTE D  FR O M  T IM E  TO  T IM E  B Y  T H E  B O A R D ];

* Sec. 44. A S 39.35.680(34) is amended to read:

(34) "qualified domestic relations order" means a divorce or 

dissolution judgment under AS 25.24, including an order approving a property 

settlement, that

(A ) creates or recognizes the existence o f an alternate payee's 

righ t to, or assigns to an alternate payee the right to, receive all or a portion o f

-31-
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employee contribution account or the benefits payable w ith respect to an 

employee;

(B ) sets out the name and last known mailing address, i f  any, o f 

the employee and o f each alternate payee covered by the order;

(C) sets out the amount or percentage o f the employee's benefit, 

or o f any survivor's benefit, to be paid to the alternate payee, or sets out the 

manner in which that amount or percentage is to be determined;

(D ) sets out the number o f payments or period to which the

order applies;

(E) sets o u t th e  sy stem  to w h ich  th e  o r d e r  ap p lie s ;

(F ) does not require any type or form o f benefit or any option 

not otherwise provided by this chapter;

(G ) [(F )] does not require an increase o f benefits in excess o f 

the amount provided by this chapter, determined on the basis o f actuarial 

value; and

benefits that are required to be paid to another alternate payee under another 

order previously determined to be a qualified domestic relations order;

* Sec. 45. AS 14.25.110(f), 14.25.110(g), and 14.25.110(h); AS 22.25.010(g); and 

AS 39.35.451 are repealed.

* Sec. 46. The uncodified law o f the State o f Alaska is amended by adding a new section to

APP L IC AB IL ITY OF CERTA IN CREDITED SERVICE PURCHASES UNDER 

PUBLIC EMPLOYEES ' AND TEACHERS' RETIREMENT SYSTEMS, (a) The provisions 

o f this A c t listed below shall apply only after the Department o f Adm in istration receives 

favorable rulings on each provision from the Internal Revenue Service that, under 26 U.S.C. 

414(h)(2), the amounts paid by the employer w il l not be included in the member's gross 

income fo r income tax purposes until those amounts are distributable by refund or retirement 

benefit payment;

(H ) [(G )] does not require the payment to an alternate payee o f

read:

(1) the provisions o f AS 14.25.075(b)(4), added by sec. 5 o f this Act;

(2) the provisions o f AS 39.35.165(b)(4), added by sec. 32 o f this Act;

S C S  C S S S H B  2 5 4 ( ) -32-
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(3) the provisions o f AS 39.35.165(f)(5), added by sec. 32 o f this Act.

(b) The commissioner o f administration shall promptly no tify the revisor o f statutes o f 

the dates that each o f the rulings described in (a) o f this section are received.

* Sec. 47. The uncodified law o f the State o f Alaska is amended by adding a new section to 

read:

RETROACT IV ITY , (a) The fo llow ing provisions o f this A c t are retroactive to 

January 1, 1989:

(1) AS 14.25.165, enacted by sec. 11 o f this Act;

(2) AS 22.25.021, enacted by sec. 20 o f this Act;

(3) AS 39.35.371, enacted by sec. 37 o f this Act.

(b) The fo llow ing provisions o f this A c t are retroactive to January 1, 1996:

(1) AS 14.25.110(1)(1), enacted by sec. 7 o f this Act;

(2) AS 39.35.370(j)(l), enacted by sec. 36 o f this Act.

(c) The fo llow ing provisions o f this A c t are retroactive to January 1, 1998:

(1) AS 14.25.110(m), enacted by sec. 7 o f this Act;

(2) AS 22.25.023(b), enacted by sec. 20 o f this Act;

(3) AS 39.35.370(k), enacted by sec. 36 o f this Act.

(d) The fo llow ing provisions o f this A c t are retroactive to July 1, 2001:

(1) AS 14.25.075(d), enacted by sec. 5 o f this Act;

(2) AS 39.35.165(d), enacted by sec. 32 o f this Act.

(e) The fo llow ing provisions o f this A c t are retroactive to January 1, 2002:

(1) AS 14.25.075(f), enacted by sec. 5 o f this Act;

(2) AS 14.25.110(1)(2), enacted by sec. 7 o f this Act;

(3) AS 39.35.165(f)(3) and (4), enacted by sec. 32 o f this Act;

(4) AS 39.35.3700(2), enacted by sec. 36 o f this Act.

* Sec. 48. This Act takes effect immediately under AS 01.10.070(c).
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A la s k a  G o v e rn m e n t  F in a n c e  O f f ic e r s  A s s o c ia t io n

R e s o lu t io n  N o . 0 1 - 0 3

A R e s o lu t io n  o f  th e  A la s k a  G o v e rn m e n t  F in a n c e  O ff ic e rs  A s s o c ia t io n  S u p p o r t in g  
L e g is la tio n  T h a t  M a k e s  t h e  A la s k a  R e t i r e m e n t  S y s te m  S ta tu te s  C o n s i s t e n t  w ith

th e  2 00 1  T a x  R e lie f  A c t

W hereas, the U.S. Congress passed the 2001 Tax R e lie f  A ct which madsLsignificant positive 
changes in the law s governing public em ployees Section 457 deferred com pensation plans; and

W hereas, in order to take fe ll advantage o f  the new  law, changes need to be m ade to the  State o f  
Alaska retirem ent p lan  statutes; and

W hereas, House Bill 254, introduced by R epresentative Jeanette James, and supported by the 
Alaska D ivision o f  Retirem ent and Benefits, is M ended  to  address the necessary changes; and

W hereas, enactm ent o f  this legislation w ill benefit public sector employers and em ployees; and

W hereas, this legislation has no adverse im pact on the state o r its political subdivisions,

Now, T h erefo re  be i t  resolved by th e  A laska G o v ern m en t F inance O fficers A ssociation 
(A G FO A ) th a t:

Section 1. The members o f  th e  AGFOA strongly support enactment o f  legislation w hich makes 
changes to A laska Retirem ent System  statutes to allow  fell utilization o f  federal law  changes 
under the 2001 Tax R elief A ct.

Section 2. This resolution be forwarded to the A M L for distribution to appropriate legislators 
and committees.

Adopted by the membership o f  the A laska G overnm ent Finance Officers A ssociation this 27tb 
day Novem ber 2001.

APPROVED:

f a  *  r
Catherine W allace, President 
Alaska Government Finance Officers Association

ATTEST:

Robin Feltm an, President E lect
Alaska Governm ent Finance Officers Association
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Sponsor Statement
House Bill 254

TAX-QUALIFIED STATE RETIREMENT SYSTEMS
2/12/02

HB 254 is necessary to ensure tax qualification o f the State o f Alaska’s 
employee retirement systems, including the Public Employees’ Retirement 
System, the Teachers’ Retirement System, and the Judicial Retirement 
System This legislation is technical in nature, addressing Internal Revenue 
Code requirements necessary for continued plan qualification.
Enactment o f this legislation will benefit public employees and teachers by 
allowing them to purchase service credit in their retirement plans with 
transfers o f pre-tax savings in certain plans allowed by the Internal Revenue 
Code or payroll deductions. The provisions in this legislation allowing such 
purchases are allowed under new federal pension legislation, but 
incorporation in Alaska statute is necessary for Alaska public employees and 
teachers to take advantage o f them.
I urge prompt action on this legislation.



FISCAL NOTE
S T A T E  O F  A L A S K A

2002 L E G I S L A T I V E  S E S S IO N

Revision Date/Time (Note if correction):____________
Title Retirement System Tax Qualification

Dept. Affected:
'BRU

Fiscal Note Number:
Bill Version:
(H) Publish Date:

1
SSHB 254
2/22/02

Administration
Centralized Administrative Services

Component Retirement and Benefits
Sponsor
Requester

Representative James
House State Affairs Component No. 64

E x p e n d itu re s /R e v e n u e s (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I

CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type~Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate o f any cu rren t year (FY2002) cost: 0 0
Check th is box (X) if fund ing fo r th is bill is inc luded in the Governor's FY 2003 budget proposa l: [

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)

This legislation will have no fiscal impact. It makes technical changes to the Public Employees', 
Teachers', and Judicial retirement systems required for compliance with the Internal Revenue Code. 
Enactment of this legislation will benefit public employees and teachers by allowing them to purchase 
service credit in their retirement plans with transfers of pre-tax savings in certain plans allowed by the 
Internal Revenue Code or payroll deductions. The provisions in this legislation allowing such purchases 
are allowed under new federal pension legislation, but incorporation in Alaska statute is necessary for 
Alaska public employees and teachers to take advantage of them.

Prepared by: Guy Bell, Director__________________________________________ Phone 465-4471
Division Retirement and Benefits____________________________________  Date/Time February 15, 2002

Approved by: Jim Duncan, Commissioner_________________________________  Date February 15, 2002
Agency Department of Administration________________________________

(Revised 9/2001 OMB) Page 1 of 1
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In te rn a l  R e v e n u e  C o d e  C o m p lia n c e  L e g is la tio n  

D iv ision  o f  R e tire m e n t a n d  B en e fits  - S ec tio n  by  S e c tio n  A n a ly s is
M a rc h  1 ,2 0 0 2

Sections 1 - 14 Apply to the Teachers’ Retirement System

Section 1 Clarifies that the Teachers’ Retirement System (TRS) is intended to be a 
qualified retirement plan under the Internal Revenue Code. TRS must maintain its 
qualified status in order to ensure that members receive favorable tax treatment o f 
contributions made on their behalf and o f distributions that they receive from the plan. 
Except as otherwise noted, none o f the amendments in this b ill w ill alter current practice.

Section 2 Adds member information handbook as a statutory requirement in TRS.
This is current practice.

Section 3 Adds mandatory language relating to Internal Revenue Code requirement
that contributions deducted from employee salaries be treated as employer contributions. 
This requires the contribution to be made by a payroll deduction and not a separate post 
tax payment that is converted to pre-tax monies. This is necessary fo r these contributions 
to be taken pre-tax. This is current practice.

Section 4 Clarifies that employer contributions to TRS include any adjustments to 
contributions as a result o f a change or error made in the contributions made on behalf o f 
an employee. This is current practice.

Section 5 Adds language allow ing purchase o f service credit in TRS using pre-tax
money in other tax deferred plans (from a 403(b) Tax Sheltered Annu ity or a 457 
Deferred Compensation Plan). I t also allows purchase o f service credit through pre-tax 
payroll deductions. The language in this section is drafted to comply w ith the 
requirements o f the IRS.

Section 6 Adds mandatory language prohib iting TRS from paying benefits in excess
o f the maximum permitted under section 415 o f the Internal Revenue Code and lim iting 
compensation taken into account fo r plan purposes in accordance w ith section 401(a)(17) 
o f the Code. This is current practice.

Section 7 A llows direct ro llover o f TRS employee contribution accounts to an
elig ible retirement plan. Section 401(a)(30) o f the Internal Revenue Code requires 
qualified plans to perm it such rollovers. This is current practice.

Section 8. Conforms the plan's distribution provisions to the m in im um distribution
requirements o f section 401(a)(9) o f the Internal Revenue Code. This is current practice.

1



Section 9 Adds reference to change or error in contributions made on behalf o f a 
TRS employee. This is current practice.

Section 10 Specifies that the money in the TRS trust is fo r the exclusive benefit o f the 
members and their beneficiaries. Specifies what occurs i f  the system is terminated. These 
provisions are required by section 401(a)(2) o f the Internal Revenue Code. This is current 
practice.

Section 11 Conforms plan provisions to the requirements o f the Uniformed Services
Employment and Reemployment Rights Act, under which the plan must treat certain 
service in the Armed Forces by returning veterans as service w ith the employer. This is 
current practice.

Section 12 Conforms plan provisions to the requirement o f section 401(a)(25) o f the
Internal Revenue Code that actuarial assumptions used to determine benefits be specified 
in writing. A reference to the actuarial tables w ill be added to the member information 
handbook.

Section 13 Adds language to the TRS section on qualified domestic relations orders
to require reference to the plan to which an order applies.

Section 14 Defines “ Internal Revenue Code” and “ fiscal year”  to conform to IRC
requirements.

Sections 15 - 23 App ly to the Judicial Retirement System

Section 15 A llow s pre-tax deduction o f contributions to the Judicial Retirement
System. This is sim ilar to the current practice for PERS, TRS, SBS, and Deferred 
Compensation.

Section 16 Corrects an erroneous reference in the Judicial Retirement System (JRS)
statute to 'compensation' rather than 'retirement pay'.

Section 17 Specifies distributions o f monies. Section 401(a)(30) o f the Internal
Revenue Code requires qualified plans to perm it such rollovers. Conform the plan’s 
distribution provisions to the m inimum distribution requirements o f section 401(a)(9) o f 
the Internal Revenue Code. This section is required to avoid immediate taxation o f such 
rollovers. This is current practice. Adds mandatory language prohib iting JRS from 
paying benefits in excess o f the maximum perm itted under section 415 o f the Internal 
Revenue Code and lim iting compensation taken into account fo r plan purposes in 
accordance w ith section 401(a)(17) o f the Code.

Section 18 Clarifies that the Judicial Retirement System (JRS) is intended to be a
qualified retirement plan under the Internal Revenue Code. JRS must maintain its 
qualified status in order to ensure that members receive favorable tax treatment o f
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contributions made on their behalf and o f distributions that they receive from the plan. 
Except as otherwise noted, none o f the amendments in this b ill w ill alter current practice.

Section 19 Corrects an erroneous reference to 'compensation' rather than 'survivors' 
benefits.

Section 20/21 These provisions are required by section 401(a)(2) o f the Internal Revenue 
Code. Specifies that the money in the JRS trust is fo r the exclusive benefit o f the 
members and their beneficiaries. Specifies what occurs i f  the system is terminated.

Section 22 Conforms plan provisions to the requirements o f the Uniformed Services
Employment and Reemployment Rights Act, under which the plan must treat certain 
service in the Armed Forces by returning veterans as service w ith the employer.

Section 23 Adds and amends definitions to conform plan provisions to the 
requirement o f section 401(a)(25) o f the Internal Revenue Code. (1) Actuarial 
assumptions used to determine benefits be specified in w riting. The assumptions w ill be 
added to the member information handbook. (2) Adds a requirement that a qualified 
domestic relations order identify the plan to which it applies.

Section 24 Applies to all Retirement Funds

Section 24 Adds a provision that warrants issued from one o f the retirement funds
that are more than two years old lapse back to the retirement fund, not the general fund.

Sections 25 - 38 App ly to the Public Employees’ Retirement System

Section 25 Clarifies that the Public Employees' Retirement System (PERS) is
intended to be a qualified retirement plan under the Internal Revenue Code. PERS must 
maintain its qualified status in order to ensure that members receive favorable tax 
treatment o f contributions made on their behalf and o f distributions that they receive from 
the plan. Except as otherwise noted, none o f the amendments in this b ill w ill alter current 
practice.

Section 26 Specifies that the money in the PERS trust is fo r the exclusive benefit o f 
the m em bers and the ir beneficiaries. These provisions are required by section 401(a)(2) 
o f the Internal R evenue C ode.

Section 27 Adds member information handbook as a statutory requirement in PERS.
This is current practice.

Section 28 Adds mandatory language relating to Internal Revenue Service ruling that
contributions deducted from employee salaries be treated as employer contributions.
This is necessary fo r these contributions to be taken pre-tax. This is current practice.

3



Section 29 Adds language allow ing purchase o f service credit in PERS using pre-tax 
money in other tax deferred plans. (Included are allowed transfers from 401(a) - Non- 
SBS, from a conduit IRA , from a 403(b), from a 457 plan, from the SBS Plan i f  the IRS 
makes a determination to allow this (see section 40 fo r IRS determination required). It 
also allows purchase o f service credit through pre-tax payroll deductions. This requires 
the contribution to be made by a payroll deduction and not a separate post tax payment 
that is converted to pre-tax monies. The language in this section is drafted to comply w ith 
the requirements o f the IRC.

Section 30 A llows direct ro llover o f PERS employee contribution accounts to an
elig ible retirement plan. Section 401(a)(30) o f the Internal Revenue Code requires 
qualified plans to perm it such rollovers. This is current practice.

Section 31 Clarifies that employer contributions to PERS include any adjustments to 
contributions as a result o f a change or error made in the contributions made on behalf o f 
an employee. This is current practice.

Section 32 Adds IRS required language relating to the administrative director o f the 
Alaska Court System, in the event the administrative director elects to withdraw from the 
Judicial Retirement System.

Section 33 Adds mandatory language prohib iting PERS from paying benefits in
excess o f the maximum permitted under section 415 o f the Internal Revenue Code and 
lim iting compensation taken into account fo r plan purposes in accordance w ith section 
401(a)(17) o f the Code.

Section 34 Conforms the plan's distribution provisions to the m inimum distribution
requirements o f section 401(a)(9) o f the Internal Revenue Code.

Section 35 Adds cla rify ing language to a section relating to a change or error in
contributions made on behalf o f a PERS employee.

Section 36 Indicates that benefits paid by PERS may be subject to Federal Income
taxes. The present version o f the statute indicates that PERS benefits are exempt from 
Alaska state and municipal taxation. This clarifies the tax applicab ility at the Federal 
level.

Section 37 Conforms plan provisions to the requirements o f the Uniformed Services
Employment and Reemployment Rights Act, under which the plan must treat certain 
service in the Armed Forces by returning veterans as service w ith the employer.

Section 38 Conforms plan provisions to the requirement o f section 401(a)(25) o f the 
Internal Revenue Code relating to the actuarial assumptions used to determine benefits. 
Reference to the assumptions w ill be included in the member information handbook.
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Section 39 Adds language to the PERS section on qualified domestic relations orders 
to require reference to the plan to which an order applies.

Section 40 Repeals out-of-date sections in the TRS, JRS and PERS statutes.

Sections 4 1 -4 3  Relate To The Effective Date o f Parts o f This Act

Section 41 A  temporary section o f law that makes section 29, direct transfers from the 
SBS Annu ity Plan, contingent on a favorable IRS ruling. Section 29 as it 
relates to SBS direct transfers is not effective unless the IRS favorably 
rules on this issue.

Section 42 Retroactivity clauses to meet IRC requirements.

Section 43 Immediate Effective Date

5



In District 34:

P.O. Box 56622 

North Pole. Alaska 99705 

Phono (907) 488-1546 

Fax (907) 488-4271

J M a s k a  J ^ f a te  ^ C cg ts la h tre
!0K . /y/iV

. . ; ,a  .JoA '" jy ' 'k. .7 l
V.- ' ,

In Juneau:

State Capitol Building 

Juneau, Alaska 99801 

Phone (907) 465-3743 

Fax (907) 465-2381

|Mtmsc (Df ^Eepresimtaiifres
Majority Leader  

R e p r e s e n t a t i v e  J e a n n e t t e  J a m e s

D ATE: M arch  |4, 2 0 0 2

T O : S e n a to r  G e n e  T h erriau lt, C h a ir
S e n a te  S ta te  A ffairs C o m m itte e

FR O M : R e p re s e n ta t iv e  J e a n n e t t e  J a m

RE: R e q u e s t  to  h e a r  HB 2 5 4

H o u s e  Bill 2 5 4  w a s  in tro d u c e d  by  r e q u e s t  of G u y  Bell of R e tire m e n t a n d  
B e n e fits . It k e e p s  o u r  A la sk a  S ta te  R e tire m e n t s y s te m s  in c o m p lia n c e  
with IR S  c o d e s  a n d  a llo w s u s  to  ta k e  a d v a n ta g e  of p re - ta x  b u v - in s . w ith n o  
e ffe c t o n  c u rre n t b e n e f i ts  a n d  z e ro  fisca l im p a c t on  th e  g e n e ra l  fu n d .
T o d a y  it p a s s e d  th e  H o u s e  u n a n im o u s iy .

It is v e ry  im p o rta n t fo r th is  bill to  p a s s  th is  y e a r . T h u s  w e  re sp e c tfu lly  
r e q u e s t  th a t  HB 2 5 4  b e  g iv e n  a  S ta te  A ffairs C o m m itte e  h e a r in g  a s  so o n  
a s  p o s s ib le .



FISCAL NOTE
S T A T E  O F  A L A S K A

2002 L E G I S L A T I V E  S E S S IO N

Revision Date/Time (Note if coirectlon):____________
Title Retirement System Tax Qualification

Bill Version: SSHB 254
(H) Publish Date: 2/22/02

Fiscal Note Number: 1__________

Dept. Affected: 
'BRU

Administration
Centralized Administrative Services

Component Retirement and Benefits
Sponsor
Requester

Representative James
House State Affairs Component No. 64

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES I I ! I j
ICHANGE IN REVENUES ( ) i I I I ' j

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any cu rren t year (FY2002) cost:
Check th is box (X) i f fu nd in g fo r th is bill is includec

POSITIONS

0.0
im o r 's  FY 2003 budge ti in the Govi sroposal: I i

Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This legislation will have no fiscal impact. It makes technical changes to the Public Employees', 
Teachers', and Judicial retirement systems required for compliance with the Internal Revenue Code. 
Enactment of this legislation will benefit public employees and teachers by allowing them to purchase 
service credit in their retirement plans with transfers of pre-tax savings in certain plans allowed by the 
Internal Revenue Code or payroll deductions. The provisions in this legislation allowing such purchases 
are allowed under new federal pension legislation, but incorporation in Alaska statute is necessary for 
Alaska public employees and teachers to take advantage of them.

Guy Bell, Director
Retirement and Benefits

Prepared by:
Division ____________________________

Approved by: Jim Duncan. Commissioner
Agency Departm ent of Administration

Phone 465-4471
Date/Time February 15, 2002 

Date February 15, 2002

(RaviMd 8/2001 OMB) Pag e  1 of 1



C S fo r  SS fo r  H B 254 (F IN )
In te rn a l  R ev en u e  C o d e  C o m p lian ce  L eg is la tio n  

D iv ision  o f  R e tire m e n t a n d  B enefits  - S ec tio n  by S ec tio n  A nalysis
M a rc h  1 ,2 0 0 2

Sections 1 - 14 Apply to the Teachers’ Retirement System

Section 1 Clarifies that the Teachers’ Retirement System (TRS) is intended to be a 
qualified retirement plan under the Internal Revenue Code. TRS must maintain its 
qualified status in order to ensure that members receive favorable tax treatment o f 
contributions made on their behalf and o f distributions that they receive from the plan. 
Except as otherwise noted, none o f the amendments in this b ill w ill alter current practice.

Section 2 Adds member information handbook as a statutory requirement in TRS.
This is current practice.

Section 3 Adds mandatory language relating to Internal Revenue Code requirement
that contributions deducted from employee salaries be treated as employer contributions. 
This requires the contribution to be made by a payroll deduction and not a separate post 
tax payment that is converted to pre-tax monies. This is necessary fo r these contributions 
to be taken pre-tax. This is current practice.

Section 4 Clarifies that employer contributions to TRS include any adjustments to 
contributions as a result o f a change or error made in the contributions made on behalf o f 
an employee. This is current practice.

Section 5 Adds language allow ing purchase o f service credit in TRS using pre-tax
money in other tax deferred plans (from a 403(b) Tax Sheltered Annu ity or a 457 
Deferred Compensation Plan). It also allows purchase o f service credit through pre-tax 
payroll deductions. The language in this section is drafted to comply w ith the 
requirements o f the IRS.

Section 6 Adds mandatory language prohib iting TRS from paying benefits in excess
o f the maximum permitted under section 415 o f the Internal Revenue Code and lim iting 
compensation taken into account for plan purposes in accordance with section 401 (a)( 17) 
o f the Code. This is current practice.

Section 7 A llows direct ro llover o f TRS employee contribution accounts to an
eligible retirement plan. Section 401(a)(30) o f the Internal Revenue Code requires 
qualified plans to perm it such rollovers. This is current practice.

Section 8. Conforms the plan's distribution provisions to the m inimum distribution
requirements o f section 401(a)(9) o f the Internal Revenue Code. This is current practice.

1



Section 9 Adds reference to change or error in contributions made on behalf o f a 
TRS employee. This is current practice.

Section 10 Specifies that the money in the TRS trust is fo r the exclusive benefit o f the 
members and their beneficiaries. Specifies what occurs i f  the system is terminated. These 
provisions are required by section 401(a)(2) o f the Internal Revenue Code. This is current 
practice.

Section 11 Conforms plan provisions to the requirements o f the Uniformed Services
Employment and Reemployment Rights Act, under which the plan must treat certain 
service in the Armed Forces by returning veterans as service w ith the employer. This is 
current practice.

Section 12 Conforms plan provisions to the requirement o f section 401(a)(25) o f the 
Internal Revenue Code that actuarial assumptions used to determine benefits be specified 
in writing. A reference to the actuarial tables w ill be added to the member information 
handbook.

Section 13 Adds language to the TRS section on qualified domestic relations orders
to require reference to the plan to which an order applies.

Section 14 Defines “ Internal Revenue Code” and “ fiscal year”  to conform to IRC 
requirements.

Sections 15 - 23 Apply to the Judicial Retirement System

Section 15 A llows pre-tax deduction o f contributions to the Judicial Retirement 
System. This is sim ilar to the current practice for PERS, TRS, SBS, and Deferred 
Compensation.

Section 16 Corrects an erroneous reference in the Judicial Retirement System (JRS) 
statute to 'compensation' rather than 'retirement pay'.

Section 17 Specifies distributions o f monies. Section 401(a)(30) o f the Internal 
Revenue Code requires qualified plans to perm it such rollovers. Conform the plan’s 
distribution provisions to the m inimum distribution requirements o f section 401(a)(9) o f 
the Internal Revenue Code. This section is required to avoid immediate taxation o f such 
rollovers. This is current practice. Adds mandatory language prohib iting JRS from 
paying benefits in excess o f the maximum perm itted under section 415 o f the Internal 
Revenue Code and lim iting compensation taken into account fo r plan purposes in 
accordance with section 401(a)(17) o f the Code.

Section 18 Clarifies that the Judicial Retirement System (JRS) is intended to be a 
qualified retirement plan under the Internal Revenue Code. JRS must maintain its 
qualified status in order to ensure that members receive favorable tax treatment o f



contributions made on their behalf and o f distributions that they receive from the plan. 
Except as otherwise noted, none o f the amendments in this b ill w ill alter current practice.

Section 19 Corrects an erroneous reference to 'compensation' rather than 'survivors' 
benefits.

Section 20/21 These provisions are required by section 401(a)(2) o f the Internal Revenue 
Code. Specifies that the money in the JRS trust is fo r the exclusive benefit o f the 
members and their beneficiaries. Specifies what occurs i f  the system is terminated.

Section 22 Conforms plan provisions to the requirements o f the Uniformed Services 
Employment and Reemployment Rights Act, under which the plan must treat certain 
service in the Armed Forces by returning veterans as service w ith the employer.

Section 23 Adds and amends definitions to conform plan provisions to the 
requirement o f section 401(a)(25) o f the Internal Revenue Code. (1) Actuarial 
assumptions used to determine benefits be specified in writing. The assumptions w ill be 
added to the member information handbook. (2) Adds a requirement that a qualified 
domestic relations order identify the plan to which it applies.

Section 24 Applies to all Retirement Funds

Section 24 Adds a provision that warrants issued from one o f the retirement funds
that are more than two years old lapse back to the retirement fund, not the general fund.

Sections 25 - 38 App ly to the Public Employees’ Retirement System

Section 25 Clarifies that the Public Employees’ Retirement System (PERS) is
intended to be a qualified retirement plan under the Internal Revenue Code. PERS must 
maintain its qualified status in order to ensure that members receive favorable tax 
treatment o f contributions made on their behalf and o f distributions that they receive from 
the plan. Except as otherwise noted, none o f the amendments in this b ill w ill alter current 
practice.

Section 26 Specifies that the money in the PERS trust is for the exclusive benefit o f 
the members and their beneficiaries. These provisions are required by section 401(a)(2) 
o f the Internal Revenue Code.

Section 27 Adds member information handbook as a statutory requirement in PERS. 
This is current practice.

Section 28 Adds mandatory language relating to Internal Revenue Service ruling that 
contributions deducted from employee salaries be treated as employer contributions.
This is necessary for these contributions to be taken pre-tax. This is current practice.



Section 29 Adds language allow ing purchase o f service credit in PERS using pre-tax 
money in other tax deferred plans. (Included are allowed transfers from 401(a) - Non- 
SBS, from a conduit IRA , from a 403(b), from a 457 plan, from the SBS Plan i f  the IRS 
makes a determination to allow this (see section 40 for IRS determination required). It 
also allows purchase o f service credit through pre-tax payroll deductions. This requires 
the contribution to be made by a payroll deduction and not a separate post tax payment 
that is converted to pre-tax monies. The language in this section is drafted to comply with 
the requirements o f the IRC.

Section 30 A llows direct ro llover o f PERS employee contribution accounts to an 
elig ible retirement plan. Section 401(a)(30) o f the Internal Revenue Code requires 
qualified plans to perm it such rollovers. This is current practice.

Section 31 Clarifies that employer contributions to PERS include any adjustments to 
contributions as a result o f a change or error made in the contributions made on behalf o f 
an employee. This is current practice.

Section 32 Adds IRS required language relating to the administrative director o f the 
Alaska Court System, in the event the administrative director elects to withdraw from the 
Judicial Retirement System.

Section 33 Adds mandatory language prohib iting PERS from paying benefits in 
excess o f the maximum permitted under section 415 o f the Internal Revenue Code and 
lim iting compensation taken into account fo r plan purposes in accordance w ith section 
401(a)(17) o f the Code.

Section 34 Conforms the plan's distribution provisions to the m inimum distribution 
requirements o f section 401(a)(9) o f the Internal Revenue Code.

Section 35 Adds cla rify ing language to a section relating to a change or error in 
contributions made on behalf o f a PERS employee.

Section 36 Indicates that benefits paid by PERS may be subject to Federal Income 
taxes. The present version o f the statute indicates that PERS benefits are exempt from 
Alaska state and municipal taxation. This clarifies the tax applicability at the Federal 
level.

Section 37 Conforms plan provisions to the requirements o f the Uniformed Services 
Employment and Reemployment Rights Act, under which the plan must treat certain 
service in the Armed Forces by returning veterans as service w ith the employer.

Section 38 Conforms plan provisions to the requirement o f section 401(a)(25) o f the 
Internal Revenue Code relating to the actuarial assumptions used to determine benefits. 
Reference to the assumptions w ill be included in the member information handbook.
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Section 39 Adds language to the PERS section on qualified domestic relations orders 
to require reference to the plan to which an order applies.

Section 40 Repeals out-of-date sections in the TRS, JRS and PERS statutes.

Sections 41 - 43 Relate To The Effective Date o f Parts o f This Act

Section 41 A temporary section o f law that makes section 29, direct transfers from the
SBS Annuity Plan, contingent on a favorable IRS ruling. Section 29 as it
relates to SBS direct transfers is not effective unless the IRS favorably 
rules on this issue.

Section 42 Retroactivity clauses to meet IRC requirements.

Section 43 Immediate Effective Date

5





Alaska S tate Legislature

Representative Lisa Murkowski Chair 
Representative Andrew Halcro Vice-Chair 
Representative Pete Kolt 
Representative Kevin Meyer 
Representative Norman Rokeberg 
Representative Harry Crawford 
Representative Joe Hayes

AJaska State Capitol 
Juneau, AI< 99801-1182 

Telephone: (907) 465-4954 
Fax: (907) 465-2293 

Representa tive_Lisa_M'urkowski@Iegis.state.ak.us

H ouse Labor and C ommerce Committee

Sponsor Statement
HB 262

Building Safety Account
House Bill 262 is a fees-for-service measure establishing a building safety account to allow the 
Department of Labor to collect fees to support its mechanical inspections program and 
eventually to eliminate the sizeable backlog of elevator and boiler inspections.

In the mid-1990s there were five electrical inspectors, two elevator inspectors, and five 
boiler/pressure vessel inspectors to inspect the state’s boilers and elevators. Currently there are 
two electrical inspectors, one elevator inspector, and three boiler/pressure inspectors. While the 
number of inspectors has decreased, the number of boilers has increased to 44,000, and with the 
enactment of die Americans with Disabilities Act, the number of elevators has nearly doubled to 
900. With that, the backlog of boilers has increased to 6,100 and 300 for elevator inspections.

Passage of House Bill 262 will provide the mechanism and proper funding for die mechanical 
inspections program to generate enough funds to not only become self sufficient, but to restore 
three new inspectors to the program, and to eliminate the sizeable backlog of inspections in 
approximately two years.

Staff Contact: Amy lirickson 
Last Updated: March 25, 2002

mailto:urkowski@Iegis.state.ak.us


FISCAL NOTE
S T A T E  O F  A L A S K A

2002 L E G I S L A T I V E  S E S S IO N

Revision Date/Time (Note if correction): 3/19/02 2:38 PM 
Title __________ Bu ild ing Safety______________

Fiscal Note Number:
Bill Version:
(S) Publish Date:

HB 262
3/22/02

Sponsor
Requester

House L&C

Department: Labor and W orkforce Development
BRU Labor S tandards and Safety_______
Component Mechanica l Inspection_____________

Senate L&C

E xp e n d itu re s /R e v e n u e s

Component No. 

(Thousands of Dollars)

346

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

173.1 35.4 (70.2)
30.0 6.0 (12.0)
22.5 (7.5)
9.0 (3.0)

TOTAL OPERATING 234.6 41.4 0.0 0.0 (92.7) 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (1 1 7 2 ) 242.8 49.7 (112.5)

FUND SOURCE______________________   (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1172 Building Safety Account

(345.7)
(695.5)

1,275.8 41.4 (92.7)
TOTAL 234.6 41.4 0.0 0.0 (92.7) 0.0

Estimate o f any cu rren t year (FY2002) cos t: None
Check th is box (X) if fund ing fo r th is b ill is included in the Governor's FY 2003 budget proposa l: 

POSITIONS
Full-time 3 (1)
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
The bill creates the Building Safety Account in the state treasury, and designates certain fees collected by the 
Department of Labor and Workforce Development to be deposited into the fund. These fees include fees collected for 
boiler inspections, elevator inspections, and electrical and plumbing worker certificates of fitness. The Mechanical 
Inspection program within the Division of Labor Standards and Safety has collected program receipts in excess of 
appropriated authority for a number of years, while at the same time funding part of the program with general funds. 
Creating the Building Safety Account would consolidate collections into a single account and allow replacement of all 
program receipt and most general fund authorization. The division proposes establishing two additional 
Boiler/Pressure Vessel inspectors and an additional Elevator Inspector, which would generate additional operating 
funds to the Building Safety Account while addressing the inspection backlog that currently exists within the program.

Prepared by: R ichard Mastriano, D irector________________________________  Phone 269-4900
Division Labo r Standards and Safety________________________________  Date/Time 3/19/02 2:38 PM

Approved by: Ed F lanagan, C om m issioner________________________________  Date 3/19/2002______
Agency D epartm en t of L abor and  W orkforce D evelopm ent___________

(Roviscd 9/2001 OMD) Page 1 of 2



STATE OF ALASKA
2002 LEGISLATIVE SESSION

BILL NO. HB 262 #3

ANALYSIS CONTINUATION
The change in personal services costs from FY03 to FY04 is due to the anticipation that the newly created positions will remain 
vacant for approximately two months at the beginning of FY03. The increase in FY04 is the annualization of position costs for twelve 
months. Travel costs reflect the additional working months in FY04.

The increase in revenues for FY04 is directly related to an increased number of inspections being completed and the fees collected 
respectively.

In FY07 the department anticipates that the inspectors will no longer have a backlog and that one Boiler/Pressure Vessel Inspector 
position will no longer be needed. A reduction in operating expenditures and the revenues collected are shown in the FY07 column 
of this fiscal note.

Page 2 of 2



crp n ITJ
Department of Labor and Workforce Development

O F F IC E  O F  THE C O M M IS S IO N E R

March 26, 2002

P.O. Box 21149 
Juneau, AK 99802-1149 
Phone: (907) 465-2700 
Fax: (907)465-2784

T o n y  K n o w l e s ,  G o v e r n o r

The Honorable Gene Therriault 
Chair, Senate State Affairs Committee 
Alaska State Legislature 
State Capitol, Room 121 
Juneau, AK 99801

Dear Senator Therriault:

House Bill 262, establishing a building safety account, 
passed the House and is now in the Senate State Affairs 
Committee. I am writing to respectfully request a hearing at 
your earliest convenience.

Passage of House Bill 262 would create a building safety 
account enabling the Alaska Department of Labor and 
Workforce Development lo collect fees to support its 
mechanical inspections program. House Bill 262 not only 
makes the program self-sufficient, but also would fund three 
additional inspectors and generate enough revenues to 
address the backlog of inspections. Currently 6,000 
boiler/pressure vessels are overdue for inspection, a 
serious safety concern.

Your consideration of this request is most appreciated. 
Please do not hesitate to contact me should you have 
questions or need more information about this legislation or 
about the department's mechanical inspection program.

Sincerely,

Ed Flanagan 
Commissioner

cc: Shari Kochman, Office of the Governor
Rebecca Nance Gamez, Deputy Commissioner 
Rich Mastriano, Director, LS&S



Alaska S tate Legislature

Representative Lisa Murkowski Chair I A l a s k a  State Capitol
Representative Andrew Halcro Vice-Chair Jurieau, A K  99801-1182
Representative Pete K ott I I Telephone: (907) 465-4954
Representative Kevin Meyer Fax: (907) 465-2293
Representative Norman Rokeberg Representative_Lisa_Murkowski@legis.state.ak.us
Representative Harry Crawford 
Representative Joe Hayes

H ouse Labor and Commerce Committee

M e m o ra n d u m
Date: March 25, 2002

To: Senator Gene Therriault
State Affairs Chair

From: Representative Lisa Murkowski

Subject: Hearing Request

House Bill 262 is a fecs-for-service measure establishing a building safety account to allow 
the Department of Labor to collect fees to support its mechanical inspections program and 
provides die mechanism and proper funding to hire three new inspectors to eliminate the 
sizeable backlog of elevator and boiler inspections in approximately two years.

House Bill 262 unanimously passed the House and has no known controversy. Enclosed you 
will find a current copy of House Bill 262, sponsor statement, and fiscal note. Please 
schedule House Bill 262 in State Affairs die earliest your schedule will allow. Thank you for 
your consideration.

mailto:Representative_Lisa_Murkowski@legis.state.ak.us




January 11, 2002

The Honorable Carl Morgan 
House o f Representatives 
State Capitol, Room 434 
State o f Alaska 
Juneau, Alaska 99801-1182

Representative Carl Morgan:

On behalf o f the Alaska Native Brotherhood and Alaska Native Sisterhood, Juneau Camp 

#2, we extend sincere appreciation fo r your leadership role in sponsoring HB 285. We 

believe passage o f this B ill would be a beautiful g ift to all peoples o f the State o f Alaska 

and a unique way to honor all.

Please don’ t hesitate to contact us i f  you th ink that we can assist you in the passage o f 

this B ill or other matters. You may contact, us in w riting, 320 W. W illoughby Avenue, 

Suite 100, Juneau, Alaska 99801, or by leaving a message w ith the receptionist at the 

ANB Hall, 586-2049.

cj"f



Alaska Native Brotherhood 
And

Alaska Native Sisterhood 
Camp #2

Resolution # 02-01

A Resolution in Support o f HB 285 Titled: A n Act adding a Second Verse to the O ffic ia l 
Alaska State Song.

Whereas, The Alaska Native Brotherhood and the Alaska Native Sisterhood organized in 
1912 and 1923 respectively to advocate fo r Alaska Native health, safety, welfare and 
cultural preservation; and

Whereas, The Alaska Native Brotherhood and the Alaska Native Sisterhood Local Camp 
#2 was chartered by the Alaska Native Brotherhood and Alaska Native Sisterhood Grand 
Camp in 1914 and 1926 respectively as a constituent part o f the Grand Camp.

Whereas, the Alaska Native Brotherhood, Camp #2 is comprised o f 53 Regular Members; 
2 L ife Members; and 3 Student Members for a total o f 58 members. The Alaska Native 
Sisterhood, Camp #2 is comprised o f 118 Regular Members, 16 L ife Members, and 21 
Student Members for a total o f 155 members.

Now, therefore be it resolved, The Alaska Native Brotherhood and Alaska Native 
Sisterhood, Camp #2 strongly urge the passage o f HB 285 in the Legislature o f the State 
o f Alaska by Representatives Morgan, Porter, Foster, W illiam s, Hudson, Harris, Coghill, 
Meyer, Dryson, Whitaker, Halcro and Lancaster, fo r an act entitled “ An Act adding a 
second verse to the o ffic ia l Alaska State Flag song.

Adopted by the Alaska Native Brotherhood and Alaska Native Sisterhood, Camp #2 on 
January 11, 2002.

/



Jan-28-2002 00:32pm From-KNA 9076704387 T-542 P .001 F-168
\

Urfld Village

Ja n u a ry  25,2002

To W hom  I t  M ay C oncern :

T he K uskokw im  N ative A ssociation (KNA) w as form ed in  1973 w ith  a m em bersh ip  
o f L ow er K alskag , U p p er K alskag , A niak , C h u athbaluk , N apaim ute, G eorgetow n, 
C rooked C reek, R ed  Devil, S leetm ute, Stony R iver, L im e Village and  R ussian  
M ission.

T he B oard  o f  D irectors o f  the  K uskokw im  N ative A ssociation is m ade u p  o f 5 
d irecto rs, each o f w hom  is elected a t th e  A n n ual T rib a l G athering  by  th e  
T rad ition al C ouncil m em bers o f  KNA.

This le tte r is in  full su p p o rt o f H ouse Bill 285 proposed by R epresentative C arl 
M organ, J r . ,  to  ad d  the  second verse  to  th e  official s ta te  song.

T h an k  you.

Sincerely,

K uskokw im  N ative A ssociation

BOX 127 • ANIAK, ALASKA 99557 • PHONE (907) 675-4384



T a n a n a  C hiefs C o n f e r e n c e , In c .
1 2 2  F irst A venue, S uite 6 0 0  

F airbanks, A laska 9 9 7 0 1 - 4 8 9 7  
P hone 9 0 7 / 4 5 2 - 8 2 5 1  •  F ax 9 0 7 / 4 5 9 - 3 8 5 0

January 18, 2002

Representative Carl M . Morgan Jr.
State Capitol Build ing, Suite 434 
Juneau, A K  99801-1182

Dear Representative Morgan;

We are in fu ll support o f o ffic ia lly adding the second verse, written by Carol Beery Davis 
to the Alaska state song. We are pleased that this also w ill provide recognition for Ms. 
Davis and M r. Bennie Benson, for their endeavors.

Tanana Chiefs Conference, Inc. is in fu ll support o f the passage o f House B ill No. 285 
Titled, Adding a second verse to the o ffic ia l Alaska state song.

Sincerely,

TAN ANA CHIEFS CONFERENCE, INC.

Steve Gifrnis, 
President
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GIFT OF MUSICAL WORK

KNOW ALL MEN BY THESE PRESENTS: That ve, MARIE C. DRAKE and

ELINOR DUSKNBURY, respectively the author and composer of the song 

"ALASKA'S FLAG", for and in consideration of the sum of One ($1.00) 

Dollar, the receipt whereof is hereby acknowledged, and other good 

and valuable consideration, do hereby give, donate, transfer and 

assign unto the Board of Regents of the University of Alaska, aa 

trustees for and on behalf of the'-benefit of said university, all 

of their right, title and interest in and to that certain musical 

work known as "ALASKA'S FLAG" together with all of their right, 

title and interest in ajnd to the copyright thereof.

Dated this ^  day of
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GIFT OF MUSICAL WORK 

KNOW ALL MEN BY THESE PRESENTS: That I, Carol Beery 

Davis, the author of the attached lyrics entitled "Alaska's 

Flag (second versa)," for and in consideration of the sum of 

One ($1.00) Dollar, the receipt whereof is hereby 

acknowledged, and other good and valuable consideration, do 

hereby give, donate, transfer and assign unto the Board of . 

Trustees of the_University of Alaska Foundation, all of ray 

rights, title and interest in and to those certain lyrics 

known as “Alaska Flag (second verse)" together with all of 

ray rights, title and interest in and to the copyright 

thereof.

Dated this J W 6 1 day of 1987.day of

.......~ r

STATE OF ALASKA )
) ss.

FIRST JUDICIAL DISTRICT )

v THIS IS TO CERTIFY that on this ^  ̂ d a y  of
1987, before me, the undersigned, a Notary Public and 

for the State of Alaska, personally appeared Carol Beery 
Davis, known to me and to me known to be the individual 
named in and who executed the foregoing document and she 
acknowledged to me that she executed the foregoing document 
as her free and voluntary act and deed for the uses and 
purposes therein set forth.

WITNESS ray hand and nptruiiul.'seal the day and year 
first hereinabove writte.

N o l s ^ P ^ -a n h T 1 r  i n _ ; » n H t f n -  A l a s k a
f r t y —g /in tm .- i '- 'M . 'C - i - i n  _ _ _ _ _ _ _

/Ol-SVv-le-f lZ ,A .^e



For the Committee on the Second Verse of the Alaska Flag Song

I would like to give you a little summary o f my family history on this 
eventful occasion. My paternal grandfather arrived in Juneau early in 1891 for a 
short stay, working for the Nowell Mining Co. as a bookkeeper. With paints, 
brushes and canvas, my grandmother landed at the Juneau docks a few months 
later. She planned to paint Alaskan scenery for a month or two. The following 
year they were married in the Log Cabin church. Both o f them came from 
England.

My mother came to Juneau in 1920 to play for the silent movies at the 
Palace Theater, a three-month, temporary job that lasted for seven years. By that 
time, Marie Drake was a good friend, the contest to choose a flag for Alaska was 
underway, and my father was a member o f the Final Awards Committee to choose 
the flag. Mother took notes o f the events at that time. Later she wrote that once 
the design was chosen, Marie felt that the school children o f Alaska would 
understand the historical event better if they had words to recite, something like 
those in her head. The Territorial Commissioner o f Education gave his approval, 
and so the first step towards a song was bom.

When mother was approached to add a second verse to the state song, she 
believed that it was important to do so, and that her old friend, Marie, would 
approve. Using the themes o f unity, history, progress and the state’ s natural 
beauty, she carefully composed the verse with her enduring love for Alaska. It 
was her last gift. She was 95 years old.

Subm itted  by C onstance D avis
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Slate Capitol Building, Suite 434 
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Toll Free: 800-491-4527
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P.O. Box 243 
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D i s t r i c t  3 6

Ci'-C hair
Community and Regional Affairs 

NIEMUER
Economic Development, Trade and Tourism 
Rules

S P O N S O R  S T A T E M E N T

H B  2 8 5

T h is  l e g i s l a t i o n  is  a  v e h ic l e  to  o f f ic ia lly  a d d  a  s e c o n d  v e r s e ,  w r i t t e n  b y  C a r o l  
B e e iy  D a v is ,  to  t h e  A l a s k a  s t a t e  s o n g .

“A l a s k a ’s  F la g ” w r i t t e n  b y  M a r ie  D r a k e  a n d  c o m p o s e d  b y  E l i n o r  D u s e n b u r y  w a s  
a d o p t e d  a s  t h e  o f f ic ia l  s t a t e  s o n g  in  1 9 5 6 ,  a n d  w a s  g if te d  to  t h e  U n i v e r s i t y  o f  
A la s k a  i n  A p r i l  1 9 6 0 .  C a r o l  B e e iy  D a v is  w r o te  t h e  s e c o n d  v e r s e  to  “A l a s k a ’s  
F la g ” a n d  g i f te d  t h e  w o r d s  ( p r o t e c t e d  b y  c o p y r ig h t)  to  t h e  U n iv e r s i t y  o f  A l a s k a  
F o u n d a t i o n  i n  F e b r u a i y  1 9 8 7 .  T h is  l e g i s la t io n  w o u ld  a l lo w  f o r  t h e  g if t ,  a  
s e c o n d  v e r s e  t o  " A la s k a ’s  F la g " ,  to  b e  r e c o g n iz e d  a n d  a d o p t e d  a s  p a r t  o f  t h e  
o ff ic ia l  s t a t e  s o n g  a s  w a s  t h e  f i r s t  v e r s e  i n  1 9 5 6 .

F u r t h e r ,  t h i s  l e g i s l a t i o n  w o u l d  r e c o g n iz e  C a r o l  B e e iy  D a v is ,  a n  A l a s k a n  p i o n e e r  
a n d  p o e t  l a u r e a t e ,  a s  t h e  m a k e r  o f  t h e  s e c o n d  v e r s e .  W h ile  t h e  o f f ic ia l  A l a s k a  
s t a t e  s o n g  r e c o g n iz e s  a n d  d e s c r i b e s  A l a s k a ’s  f la g , t h e  w o r d s  o f  D a v i s  i n  t h e  
s e c o n d  v e r s e  o f  “A l a s k a ’s  F la g ” , "A N a t iv e  la d  c h o se  th e  D ip p e r ’s  s t a r s ,  F o r  
A la s k a ’s  f l a g  th a t  th e re  b e  no  b a r s " ,  p r o v id e s  r e c o g n i t io n  o f  B e n n i e  B e n s o n  w h o  
d e s i g n e d  A l a s k a ’s  o f f ic ia l  f la g  i n  1 9 2 7 .  B e n n y  B e n s o n  d e s c r i b e d  h i s  d e s i g n  o f  
t h e  f la g :

“T h e  b l u e  f ie ld  i s  f o r  t h e  A l a s k a  S k y  a n d  t h e  f o r g e t - m e - n o t ,  a n  A l a s k a n  
f lo w e r . T h e  N o r t h  S t a r  i s  f o r  t h e  f u t u r e  o f  A la s k a ,  t h e  m o s t  n o r t h e r l y  in  
t h e  u n i o n .  T h e  D i p p e r  i s  f o r  t h e  G r e a t  B e a r  -  s y m b o l i z in g  s t r e n g t h . "

I t  i s  t im e ly  to  h a v e  t h i s  s e c o n d  v e r s e  o f f ic ia l ly  a d d e d  to  t h e  A l a s k a  s t a t e  s o n g  a s  
2 0 0 2  m a r k s  t h e  7 5 th A n n i v e r s a r y  o f  t h e  A l a s k a  F la g .

A d d i t io n a l ly ,  i t  i s  a p p r o p r i a t e  to  r e c o g n iz e  t h e  c o n t r i b u t i o n s  o f  a l l  A l a s k a n s ,  
w h e t h e r  i t  w a s  o u r  s o u r d o u g h s  w h o  d r e a m e d  o f  g o ld  in  t h e  s t r e a m s  n e a r b y  o r  a  
y o u n g  n a t i v e  l a d  w h o  s a w  a n d  g a v e  A l a s k a  a  f la g  o f  g r e a t  s y m b o l i s m .
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IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SECOND LEGISLATURE - SECOND SESSION

B Y  R E P R E S E N T A T I V E S  M O R G A N ,  Porter, Foster, Williams, H u d s o n ,  Harris, Coghill, M e y e r ,  Dyson, 

Whitaker, llalcro, Lancaster, James, Kcrttula, Bcrkowitz, Wilson, M u r k o w s k i ,  Guess, Davies, Croft, Green, 

K oo kcsh, Kap s n e r ,  Stevens, Chenault, Hayes, Cra w f o r d ,  Joule, M ulder, Cissna

S E N A T O R S  Halford, L e m a n ,  Ellis

Introduced: 1/14/02 

Referred: State Affairs

A B IL L  

F O R  AN A C T  E N T IT L E D

H O U S E  B I L L  N O . 2 8 5

1 "A n A ct ad d in g  a second verse to th e  official A laska s ta te  song."

2 B E IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  ST A T E  O F  A LA SK A :

3 * Section 1. AS 44.09.040 is amended to read:

4 Sec. 44.09.040. State song. The song "Alaska's Flag," with music composed

5 by Elinor Dusenbury and words by Marie Drake an d  C aro l B eery  D avis, is the

6 offic ia l song o f the state. The words o f the offic ia l song are as follows:

7 Alaska's Flag

8 Eight stars o f gold on a field o f blue -

9 Alaska’s flag. May it mean to you

10 The blue o f the sea, the evening sky,

11 The mountain lakes, and the flow'rs nearby;

12 The gold o f the early sourdough's dreams,

13 The precious gold o f the hills and streams;

14 The brilliant stars in the northern sky,

I iB 0 2 8 5 a  -1- H B  285
N ew  T e x t  U n d e r l i n e d  (DELETED TE XT BRACKETED]
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1 The "Bear" - the "Dipper" - and, shining high,

2 The great North Star with its steady light,

3 Over land and sea a beacon bright.

4 Alaska's flag - to Alaskans dear,

5
(L

The simple flag o f a last frontier.

0
7 A N ative lad  chose th e  D ip p er 's  s ta rs

8 F o r A la sk a 's  flag  th a t  th e re  he no b a rs

9 A m ong o u r  cu ltu re s . 3Je it know n

10 T h ro u g h  v ea rs  the  N atives' past has grow n

11 To sh a re  life 's trea su re s , hand  in han d .

12 T o keep  A laska o u r  G re a t L an d ;

13 W e love th e  n o r th e rn , m idn igh t skv.

14 T h e m o u n ta in s , lakes, and  s tream s nearby .

15 T h e g re a t N o rth  S ta r  w ith  its steady  lieh t

16 W ill guide all cu ltu re s , c lea r and  b rig h t.

17 W ith  n a tu re 's  flag  to  A laskans d ear.

18 T h e sim ple  flag o f th e  last fro n tie r.

H B  285 -2-
N ew  T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]
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F O R E W O R D

J u n e a u  w a s  m y  h o m e  d u r in g  a l l  th e  y e a r s  c o v e re d  b y  
th is  s to r y  o f  A la s k a ’s flag . T h a n k s  is  d u e  to  e x - G o v e r n o r  
G e o rg e  P a r k s  f o r  th e  u se  o f  th e  flag  p r e s e n ta t io n  p ic tu re s ,  
ta k e n  in  W a s h in g to n ,  D .G ., a n d  to  B e lle  S im p s o n  f o r  h e r  
d a t a  o n  th e  f la g ’s t r ip  to  P a r i s .

B e n n y  B e n s o n  g a v e  m e  h is  s to r y  in  p e r s o n  w h ic h  is  
a u g m e n te d  b y  b its  o f m a te r i a l  f ro m  th e  o ffice o f th e  J e s s e  
L e e  H o m e  in  S e w a r d  a n d  th e  G o v e r n o r ’s office in  J u n e a u .  
C r e d i t  is  e x te n d e d  to  th e  A la s k a  S p o rtsm an  m a g a z in e  f o r  
th e  u se  o f  B e n n y  B e n s o n ’s p ic tu r e  a s  a  y o u th  w i th  th e  h o m e ­
m a d e  f lag  o f  h is  d e s ig n .

M a r i e  D r a k e ,  a u th o r  o f th e  lo v e ly  A la s k a  F l a g  p o e m  
f o r  th e  s c h o o l-c h ild re n , w a s  a  lo n g - tim e  f r ie n d  o f m in e , a s  
is E l in o r  D u s e n b u r y ,  w h o  c o m p o s e d  its  a p p r o p r i a t e  m u s ic . 
T h e y  h a v e  b o th  g iv e n  m e  in t im a te  a c c o u n ts  o f t h e i r  e ffo r ts .

H o w a r d  T h o m p s o n , T o m  P e t r i c h ,  W a r r e n  A .  T a y l o r  
a n d  H a r r i e t  R o s s i te r  a l l  c o n t r ib u te d  in fo rm a t io n .  T h e  
A m e r ic a n  L e g io n  J o u rn a ls  w e r e  f r u i t f u l  s o u rc e s  o f i n te r e s t ­
in g  a c c o u n ts  o f  th e  c o n te s t  a n d  r e s u l ts .

S in c e  m y  h u s b a n d ,  T r e v o r  D a v is ,  w a s  o n e  o f th e  c o m ­
m it te e  o f s e v e n  to  c h o o se  th e  d e s ig n , th e  flag  h a s  a lw a y s  
b e e n  m y  p r id e .

T h is  is  a  b e a u t i fu l  f la g  w h ic h  u n f u r ls  ju s t  d ie  r ig h t  
m e a n in g  o v e r  a  m ig h ty  a n d  w o n d e r fu l  la n d .

C a r o l  B e e r y  D a v is



D E D I C A T I O N

T h is  b o o k le t  is  d e d ic a te d  to  th e  A m e r ic a n  
L e g io n  o f A la s k a ,  p a r e n t  o f  A l a s k a ’s F la g .

C .B .D .

T R E V O R  M . D A V I S

T h e  o n ly  l iv in g  m e m b e r  o f th e  F in a l  
A w a r d s  C o m m it te e  o f th e  A m e r ic a n  
L e g io n  o n  th e  s e le c t io n  o f A l a s k a ’s F la g .


