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A defined co n trib u tio n  plan by co n tra s t, the governm ent is re sp o n sib le  o n ly  fo r a specified  
con tribu tion  each  year. T h is  is co m p le te ly  u n d er the g o v ern m en t’s co n tro l, depend ing  on ly  on 
w hat the governm en t ag rees to pay. T h is  m eans in turn g rea te r ce rta in ty  and  p red ic tab ility  in 
be Jgeting. T h e re  is no  possib ility  that taxpayers will be su rp rised  w ith  a large, unexpected  cost 
that will req u ire  in creased  taxes.

R ed u ced  C o s ts . A d efin ed  co n tribu tion  plan can also s ig n ifican tly  red u ce  costs. D efined benefit 
p lans have large  adm in istra tive  costs  fo r the governm ent em p lo y er. T he governm ent m ust 
m aintain  and  p ay  for th e  m anagem ent o f 'h e  large com m on pool o f  asse ts. M oreover, federal law 
im poses m any  reg u la to ry  requ irem ents on such  plans, reg ard in g  d is trib u tio n  o f benefits, 
e lig ib ility , investm en t po licies, etc. C o m p ly in g  w ith and rep o rtin g  on these  requirem ents 
sign ifican tly  ad d s to  co s ts .

W ith a defined  co n trib u tio n  plan, by con trast, adm in istrative co sts  arc neglig ib le . The 
governm ent s im p ly  pays an am ount in to  each em ployee 's ow n acco u n t as part o f  payroll 
processing. T h e  w o rk e r takes o v er adm in istra tion  o f  the accoun t a fte r that.

A defined co n trib u tio n  plan m ay save the governm ent on fu n d in g  cost as well. T he discussion 
above show ed  that w orkers can get high benefits, paying m ore even  than their final salaries, with 
on ly  10% of sa la ry  paid  into the ind iv idual defined  con tribu tion  acco u n ts . Indeed, these benefits 
can be su b stan tia lly  h ig h e r than u n d er typical defined benefit p lans. Y et, such plans typically  
cost m ore than  10%  o f payroll. W ith  a defined  co n tn b u tio n  p lan , gov ern m en t em ployers m ay be 
able to get a b e tte r deal fo r their w o rk e rs  w hile paying less in to  the plan.

In C aliforn ia , the state D epartm ent o f F inance estim ated that the d efin ed  co n tn b u tio n  plan 
offered  by Assemblym;'~> H ow ard K aloogian  w ould  save the d a te 's  tax p ay ers  $1 ,(>42 per 
em ployee each  year, d u e  to  the above factors. T hat adds up to  a very  large benefit for taxpayers.

Im p ro v e d  E m p lo y e e  R e c ru itm e n t.  F inally , because o f the a d 'a n ta g e s  to  em ployees noted 
above, defin  d co n trib u tio n  plans can  help em ployers attract b etter em ployees. H ighly  talented 
w orkers m ay not be w illing  to com m it to  state  governm ent em p lo y m en t long-term . Rut they m ay 
be w illing to  w ork for a  state or local governm ent for a few  years. T h e  defined  co n tn b u tio n  plan 
w ould  m ake it ea s ie r to  recru it such  w orkers because it is fu lly  p o rtab le , and  the w orkers can t:,ke 
the saved co n trib u tio n s w ith them  w hen they leave. M oreover, these and  j ih c r  w orkers would 
favor the freedom  o f  cho ice , personal con tro l, and possib ly  h ig h er b en e fits  that they cou ld  get 
through d efin ed  co n trib u tio n  plans.
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E X E C U T IV E  S U M M A R Y

P u r p o s e  a n d  S c o p e

This study w as conducted  by  Buck C onsultants under contract to the State A uditor in accordance 
with Senate Bill 01-149, enacted by the G eneral A ssem bly in 2001. The bill authorized the State 
Auditor to:

"conduct a com prehensive study o f  defined benefit and defined contribution retirement 
plan designs for state employees and for other employees who arc members o f the 
[Colorado Public Em ployees' Retirement] Association or eligible to be members. The 
study shall include a com parison o f  the benefits, cost, and portability o f  Association 
benefits with the benefits, cost, and poitability o f  benefits provided by other defined benefit 
and defined contribution retirement plans for public and private sector employees in 
Colorado and other states, including Social Security, and a review o f the effectiveness o f 
retirement plan designs for attracting and retaining qualified state and school employees.
The study shall also include any topics recommended by the (Colorado Public Employees’ 
Retirement Association] Roard or by the Legislative Audit Committee for the study.”

This report p resents the results o f  our w ork.

B a c k g r o u n d

The two m ain types o f  retiiem ent plans referred to in this report are Defined Benefit (DB) and 
Defined C ontribution (D C ). DB plans provide incom e lor ic tirem cnt based on a formula that is 
fixed; thus there are “defined  benefits." D C plans define the contribution level rather than the 
retirem ent incom e level. The benefit provided in a DC plan is determ ined by the contributions 
and investm ent earn ings accum ula ttd  in an individual em p lo y ee’s account over the course o f  his 
or her career. A variation  on the traditional DR plan, a Cash Balance plan calculates benefits in a 
manner sim ilar to a DC plan. U nder a Cash Balance plan, benefits accrue at a steady pace 
throughout a w o rk er’s years o f  service, and are available to the em ployee on term ination.

The pattern o f  benefit values over an em ployee’s w orking career is typically  different between 
DB and DC plans. For exam ple, a DC benefit pattern is generally  h igher than a DB benefit 
during an em p lo y ee’s early  years but lower during later stages o f  an em ployee’s career. Some 
em ployers offer both types o f  plans o r have hybrid designs that blend features o f  each plan.

D e s c r i p t i o n  o f  C o l o r a d o  P E R A

The Public E m p lo y ees’ Retirem ent A ssociation (PER A ) o f  C olorado covers State employees, all 
Colorado school d istric ts except D enver, the S ta te’s jud icial system , num erous municipalities, 
special d istricts, public  health  depa. r.<cnts, and other local governm ent agencies. As o f  January 
1, 2001, P E R A ’s m em bersh ip  in d u c e d  ju st over 53,000 active state m em bers and nearly  97,000 
active school m em bers, as well as about 52,000 current retirees a rd  beneficiaries. PERA was 
conceptualized as a com plete  retirem ent program  and still m aintains that philosophy today. 
PERA does no t partic ipate  in Social Security  and therefore is designed and funded with the 
intent o f  supply ing  re tirees with the incom e replacem ent needed at retirem ent to sustain the 
approxim ate lifestyle the m em bers enjoyed prior to retirem ent.
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E X E C U T I V E  S U M M A R Y

The current PERA retirement program is a comprehensive plan that includes the following 
components:

• The Defined Benefit (DB) plan provides a minimum pension based on employee 
contributions o f 8% o f pay, with interest, and employer contribution (currently 8.8% of 
pay). PERA also provides a cost-of-living increase (currently 3.5% per year).

• The Cash Balance plan (Money Purchase Retirement Benefit) allows members to receive a 
refund o f both employee and some employer contributions, payable in a lump sum, in lieu 
o f a monthly pension.

• The Defined Contribution (DC) plan (Ma'chMakcr) provides an employer match for 
voluntary member contributions to a DC plan. The matching amount, set annually by the 
PERA Board, is currently 100% o f the member contribution to a maximum of 3% of pay.

• The Health Care Trust Fui 1 subsidizes the medical premium costs of retired members who 
participate in PERA’s health care program. Employer contributions of 1.1% of pay fund 
the Health Care Trust Fund.

PERA pre-funds pension payments to members. Employee and employer contributions arc 
placed into a trust fund and invested for future growth. The PERA Board sets the investment 
policy, including the asset allocaiion. As o f December 31, 2000, the majority o f PERA’s assets 
are allocated to domestic and international stocks (over 67%) with the remainder being allocated 
to fixed income, real estate, cash and alternative investments.

PERA's funded ratio has improved over the last sixteen years, reaching 102% as of December 
31, 2000. A funded ratio o f 100% or greater indicates a well-funded plan. From 1970 through 
1984, PERA’s annualized rate of return on investments was 9.31% and from 1985 through 2000 
it was 12.49%. These returns have far exceeded the assumed actuarial rate o f return during the 
period, helping to improve PERA’s funded status and funding benefit increases.

B e n e f it s

We used various approaches to assess the benefits provided by PERA. First, we evaluated the 
extent to which PERA provides an adequate post-retirement income to members. We found the 
PERA defined benefit plan generally provides a career employee (one who works for 30 to 35 
years and who retires at an unreduced retirement age) with a benefit which permits the employee 
to retire with total retirement income approximately equal to his or her pre-retirement takc- 
liome-pay.

Second, we analyzed PERA’s DB benefits relative to a hypothetical DC plan. We concluded 
that employees who remain in employment until they are eligible for early retirement generally 
are better off unc,r>r the current PERA defined benefit plan than they would be under a defined 
contribution plan. Viewed from this perspective, the PERA defined benefit plan provides greater 
retirement security than a defined contribution plan having the same employer and employee 
contribution rates. Employees who terminate before age 50 generally arc better off under a 
defined contribution plan than under the current PERA defined benefit plan.

2
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Third, we compared PERA to other public sector plans. We calculated the present value of 
benefits payable for Normal Retirement, Early and Vested Retirement (where applicable), Post- 
retirement Death, and COLAs for an average employee using consistent assumptions. We 
compared these calculations for F ':RA with ten other state retirement systems and assigned 
scores to rank the systems. As the following table shows, PERA ranks second among the 
comparison states when all benefits are considered.

B e n e f it  .An a l y s is  f o r  C o l o r a d o  PERA a n d  T e n  O t h e r  St a t e  Re t ir e m e n t  S y s t e m s

Rank State
Benefit Points

Normal Early Vested COLA
Post-Ret

IVath
Points

I New Mexico 88 20 12 14 12 146

2 Colorado* '* 62 16 15 17 10 120

3 Missouri 67 IS 8 15 13 118 1

4 Utah 63 14 8 17 12 114 I

5 South Dakota 46 14 13 16 12 101

6 Wyoming 47 17 10 14 9 97 1
7 Nebraska'2’ 43 16 19 8 10 96 I

8 Iowa 45 18 U 15 5 94

9 North Dakota 55 12 6 10 6 89

10 Kansas 50 14 5 10 5 84

11 Minnesota 35 11 5 14 5 70

Not participating in Social Security.
Defined contribution plan.

Source: Buck Consultants analysis o f data provided by PERA and other states

We also used Buck’s Retirement Designer software to compare PERA benefits to a number of 
other statewide systems that maintain both DB and DC plans or that have made changes recently 
to implement a DC plan or hybnd. We found that PERA benefits are higher at all age/years of 
service levels than other DB plans in our comparison. In addition, the income replacement 
provided by PERA is higher than that provided by the DC only and DB plus DC plans o f other 
states in our comparison.

Fourth, Buck contacted ten large Colorado employers to obtain relevant information on their 
retirement programs tor comparison with PERA. We concluded that PERA has a competitive 
retirement benefit package due to I igher benefits and lower employee contributions. Most 
private employers provide lesser benefits, particularly because o f the trend to reduce benefits and 
switch fiom more generous defined benefit plans to less generous defined contribution plans. It 
is important to note that all private employers arc required to participate in Social Security which 
is funded through employer and employee contributions of 6.2% of payroll each, up to the Social 
Security wage base. The bottom line is that only one of the ten employers in our comparison 
provides benefits as high as those provided under the current PERA structure and three provide 
benefits at only about half the level o f PERA. The following table compares PERA with the 

verage private employer.
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Percent  o f  Replacement Income Provided

Replacement Income From:
PERA

Covered
Employee

Avg. Private Employee with Annual Salary of:

525,000 $50,000 $75,000

1 Social Security 0.0% 23.0% 17.1% 14.0%
DB Plan 75.9% 12.2% 12.4% 13.6%

| DC Plan - Employer non-elective 0.0% 2.2% 2.2% 2.2%
| Subtotal Non-elective 75.9% 37.4% 31.7% 29.8%
I DC Plan -  Employee Voluntary 13.4% 25.9% 25.9% 25.9%
 ̂ DC Plan — Match 13.4% 17.3% 17.3% 17.3%
Subtotal - Voluntary and Match 26.8% 43.2% 43.2% 43.2%
Total Replacement Income 102.7% 80.6% 74.9% 73.0%
Required Employee Contributions 8.0% 6.2% 6.2% 6.2%
Voluntary Employee Contributions 3.0% 5.8% 5.8% 5.8%
Total Employee Contributions 11.0% 12.0% 12.0% 12.0%
Source: Data provided by private companies and PERA.
Assumptions: Employee is hired today at age 30 and retires at age 62. Compensation increases by an 
average of 5.5% per vear. DC plan investments cam 7.5% per year, benefit levels do not change.

C o s t s

As described above, we collected information on other state and school retirement plans and 
analyzed the overall value o f PERA relative to other public sector plans when costs and benefits 
are considered together. We concluded that PERA has the lowest retirement benefit cost of any 
o f the public systems in our comparison. The compaiative contribution rates for both employees 
and employers in other systems include an added 6.2% for Social Security where applicable. 
Systems like PERA that do not participate in Social Security generally have lower costs due to 
the efficiency o f  pre-funding retirement benefits. The following chart show., how PERA 
contribution rates compare to the average of the other state and school systems we reviewed.

C ontribution  Rates for State and Scho ol  Retirement Systems as o r  12/31/2000

State/System Social Security 
Coverage?

With Social Security (6.2%)
Employee Employer Total

Colorado State &  School No 8.00% 8.80% 16.80%
Average State System Yes 9.84% 13.53% 23.37%
Average School System Yes 10.82% 12.78% 23.60%
Source: Buck Consultants analysis of cata provided by PERA and other slates.

We also found that PERA scores the highest within our comparison with other public systems for 
both State and School employees when considering both cost and benefit levels. The relative 
value of benefits delivered by each public retirement system in our comparison can be measured 
when considering both costs and benefit levels. To determine a value score, the score for costs 
and benefits are added together.

4
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Finally, wc reviewed the costs o f retirement plans offered by private employers. It is difficult to 
compare the costs o f  the DB plans offered by private employers because most o f them art 
overfunded and no contributions arc currently being made. However, the 2000 Employee 
Benefits Study recently published by the U.S. Chamber o f Commerce surveyed the benefit 
programs of 532 companies and found the average employer cost for retirement and savings 
plans was 6.6% of pay. When mandatory S ocri Security cost of 6.2% o f pay (up to the 
maximum wage base) is added, the average cost of a retirement program in the private sector is 
over 12% of pay, about 3 percentage points higher than the current employer cost under PERA. 
When compared to private employers, PERA has a competitive retirement benefit package due to 
higher benefits and lower employee contributions.

In order for DC plans, which are common to the private sector, to provide the same benefit value 
as PERA's DB plan for an employee at age 60 aficr 30 years of service, the DC plans would 
need to cam a higher investment return or be funded with higher contributions than the PERA 
DB plan. Hence, it is more expensive for a DC plan to provide a career employee with the same 
level o f retirement benefits as a DB plan with the same investment return, although DC plans arc 
often more valuable for short service employees.

PERA's status as a well-funded plan relates to its investment returns which are ihe result of 
investment policy and asset allocation decisions of the PERA Board and its investment 
managers. Wc calculated an expected rate of return for PERA of 9.03%, after expenses, and an 
average n te  of return for an average DC plan o f 7.52%, after expenses

Po r t a b il it y

Portability is an important element o f retirement plans, particularly for shorter-term, younger 
employees who change jobs and want to be able to receive value for the contributions and 
earnings in their retirement accounts. Purtabilitv an be characterized by the following three 
important features:

• Vesting -  the years of service required for an employee to be eligible to receive the benefit 
funded by the employer contribution upon termination of service. Vesung o f employer- 
funded benefits generally occurs earlier in defined contribution plans than in defined benefit 
plans.

• Amount -  ihe value of the benefit the terminating employee is eligible to receive. The 
benefit amount or value of a traditional final average pay DB plan is generally lower than a 
DC account balance for younger, shorter service employees but the value o f the DB plan 
benefit almo. t always exceeds the DC account balance by the time an employee is eligible to 
retire.

• Transferability -  the ability to transfer, rollover, or cash-out the value o f the retirement 
benefit upon termination of service. While lump sum cash-outs arc available in a limited 
number of DB plans, virtually all DC plans offer lump sum payments. Transferability is 
probably the most valued aspect of portability.

5
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Some stales are adding portability features to their existing DB plans as an alternative to offering 
a DC plan. Alon^ with Colorado, South Dakota and Wisconsin added improved refund benefits 
to their DB plans. This feature, which allows a refund to include either all or a portion of the 
employer contribute n, operate0 much like a cash balance plan benefit within the existing DB 
plan. The contribution balances arc credited with interest at a defined rate under the plan. When 
a member terminates or retires, he or she can choose a lump sum refund o f the cash balance or a 
monthly pension.

Wc found the portability of employee and employer contributions is a substar tia! strength o f 
PERA. The following is a breakdown o f the contributions that arc immediately vested and 
available to PERA members who terminate service prior to reaching retirement age, for members 
who are and are not making voluntary contributions to a DC plan.

Contribution Kate

Employee Employer Total
No DC Plan C ontributions
Portable DB Contributions 8.0% 4.0% 12.0%
Total Contributions 8.0% 8.8% 16.8%
Portability Rate (Poitable Contributions + Total) 71.4%

With DC Plan (M atchM aker) Contributions
Portable DB Contributions 8.0% 4.0% 12.0%
Portable DC Contributions 3.0% 3.0% 6 0%
Total Portable Contributions 11.0% 7.0% 18.0%
Total Contributions 11.0% 8.8% 19.o 'o
Portability Rate (Portable Contribution Total) 90.9%

Source: Buck Consultants analysis o f data provided by PERA 

R e c r u i t m e n t  a n d  R e t e n t io n

An important element of our study was to review the effectiveness of retirement plan designs in 
attracting and retaining qualified state and school employees. In our review of employee 
attraction and retention research, health insurance was found to be the most important employee 
benefit, while savings and pensio- plan benefits were a distant second and third, respectively. 
These results indicate that employers looking to adjust or improve their benefit packages to meet 
employee recruitment and retention goals are more likely to ichieve their goals by improving 
health insurance benefits than by enhancing retirement benefits. Of the workers surveyed in ihe 
research, only 6% of those covered by a DB plan, and only 5% of those covered by a DC plan, 
said they have accepted, quit, or changed jobs because o f the type of retirement plan offered.

Benefits definitely play a role in attracting and retaining qualified employees but they are not the 
only factor, nor arc they usually the most important factor, in an organization's ability to attract 
and retain employees.

We do not believe that any changes in the PERA benefit design would significantly improve 
recruitment and retention. If other evidence is found which demonstrates that a recruitment or 
retention problem exists, wc would recommend that prior to further consideration o f changes to

6
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PERA, the Stale identify if  the problem is related to pay issues, work environment issues, or 
other benefit .ssucs. Wc also believe that an enhancement in the communication of PERA's 
strong portability benefits may improve recruitment.

A l t e r n a t iv e s  f o r  C o * o r a d o

Wc identified no significant weaknesses in the current structure of PERA since the plan offers a 
blend of both DB and DC features and a high degree of portability, and compares favorably to 
other public and private sec‘.or plans. Based on our analysis of PERA turnover and the PERA 
plan design, wc do not believe that any significant change in PERA benefit design would 
improve recruitment and retention. Communication of PERA's strong portability features to 
potential recruits may need to be enhanced. Unless a major problem arises with the PERA 
retirement program, wc sec no compelling reason for significant changes. Therefore, the 
Legislature is in a favorable position in terms o f considering the need for and extent o f any 
changes to PERA. rhe following four alternatives offer options for consideration, but are 
dependent on the State’s overall goals and objectives. Some o f the alternatives are geared 
toward enhancing benefits for workers who value portability; others toward workers who seek 
full retirement benefits. It is important to note that the cost estimates for all the alternatives 
presented are general in nature. PERA’s actuary would need to prepare official fiscal analysis on 
proposals before any alternative plan designs are implemented.

Alternative I  - M ake No Changes: Maintain PERA as is with both DB and DC elements, 
including the gain sharing ; ogram as a mechanism to reduce future employer contributions. 
Benefits and costs would remain unchanged. Under gain sharing, 20% o f the ten-year 
amortization of overfunding, determined as a percentage o f pay, reduces the employer 
contribution rate otherwise payable in the following year Communication o f PERA’s 
MatchMaker and portability benefits should be increased to improve understanding o f the 
portability benefits available to both current employees and in materials available to potential 
new employees.

Alternative 2 -  Add M inor Enhancements: Maintain u.c current PERA DB structure and 
consider making one or more o f  the changes described below. The new features suggested in 
this alternative would not result in a change in the basic public policy with regard to providing 
retirement income for Colorado public employees since the basic PERA DB plan structure 
remains unchanged. The changes could be implemented in a time frame of several months w ith 
minimal additional costs to PERA.

a) Redesign the DC benefit to help attract younger employees. This change would replace 
the MatchMaker program with an employer basic contribution to the DC plan for all 
employees, thereby allocating the MatchMaker contribution more evenly to younger and 
lower paid employees. The employer basic contribution would be set by the PERA 
Board each year, with approximately 2.5% of pay available long-term. As a further 
alternative, the basic contribution could be directed to a flexible benefit plan, giving 
employees the choice of using the funds to pay for health insurance premiums, or in cash 
which can be contributed to a DC plan.
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b) Enhance portability for youneer workers. Any of the following three changes would
improve portability which may improve recruitment and retention of younger workers:

•  Increase ihe employer match on the Cash Balance plan feature from 50% to 75% o f 
the Member Contribution Balance after five years o f  sen'ire. This would increase the 
amount employee* could receive if  they terminate service before retirement, 
increasing the employer match feature from 50% to 75% of the Employee 
Contnbution Balance after five years of service. This change would reduce ; funds 
available to match contributions to the DC plan from the current maximum of 3% of 
pay to an estimated 2.4% of pay.

•  Provide a fu ll refund o f  employer contributions in the Cash Balance benefit after five 
years o f  service. The full employer contribution rate would be allocated to the Cash 
Balance benefit, thus redirecting most o f the additional DB funding to younger 
members. This change would reduce the funds available to match contributions to the 
DC plan from the cumcnt maximum of 3% of pay to an estimated 1.4% of pay.

•  Index the deferred vested benefit from  '.he DB plan by 3.5% per year. Cost-of-living 
adjustments would be applied to thr DB retirement benefit equal to a fixed annual 
increase o f 3.5% per year from date o f termination to the benefit commencement 
date. The DB retirement benefit would have a greater value for younger terminated 
members. This change would reduce the funds available to match contributions to the 
DC plan from the current maximum of 3% of pay to an estimated 1.3% o f pay.

c) Enhance features to retain experienced staff. Adding a Deferred Retirement Option Plan 
(DROP) provision may help retain older skilled workers by offering lifetime retirement 
income plus a lump sum benefit. DROPs allow a retirement-eligible employee to promise 
to retire on a date certain in the future. The employee’s benefit entitlement is calculated 
immediately and the monthly benefit amount is paid to an escrow account on the 
employee’s behalf, On the agreed date, the employee retires with the monthly lifetime 
benefit as calculated w'hen he or she entered the DROP and the DROP account (with 
accrued interest) is distributed as a lump sum at actual retirement.

Alternative 3 -  Enhance Hybrid Features: In addition to the current PERA program, make a 
combination DB/DC plan available to future PERA members only. This alternative would 
increase the contribution to the DC plan, most likely resulting in enhanced benefits for 
employees leaving PERA at younger ages which may increase the perceived value for pclviitial 
employees. However, the change would also result in smaller benefits for most career 
employees at retirement. This alternative results in a shift in public policy since it reduces the 
guaranteed lifetime income provided by PERA and allocates some o f the current funding to 
enhanced DC benefits.

Alternative 3 would be designed to have the same relative costs as the current program when 
compared to the funding available but the DB plan cost is expected to be 9.0% of pay. This 
alternative would require that PERA develop a new program for new members that would have a 
different or reduced benefit structure. This \ ould significantly increas" administrative costs. 
We estimate that Alternative 3 would require up to one year to implement. To maintain cost-

8
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ncu;rality o f the plan, no MatchMakc. contnbution would likely be available to new members 
who elect the combination DB/DC plan.

Alternative 4 -  O ffe r a F u ll D C  P lan : Add a f.tl! DC option plan, giving current and future 
employees the opportunity to elect out o f the P F \A  guaranteed benefits at retirement, disability, 
and death in return for exclusive participation in a DC man. Choice between DB and DC is seen 
as appealing to new employees. DC plan m enders could be given an irrevocable choice after 
five years o f service to opt into the DB plan, transferring their DC account balance to the DB 
plan, thereby gaining credit under the DB plan for past service. An important policy 
consideration for the General Assembly is that employees who opt for the DC plan under this 
alternative would have no "safety net” in retirement since they arc not covered by Social 
Security while they are PERA members. Alternative 4 would result in a significant change in 
public pension policy because employees who elect the DC plan v II have no guarantee of 
adequate retirement income and will bear all the risk for adequacy. The adoption of a defined 
contribution plan as an option to an existing defined benefit plan may place a burden of 
responsibility on individuals for their investments both during active work-life and in retirement.

Alternative 4 would introduce a level o f uncertainty to the PERA funding requirements and 
likely increase the cost of the current benefit structure for those remaining in the DB plan due to 
the choice feature. The additional cost occurs when employees who are given a choice of 
benefits successfully choose the more valuable benefit. Younger members would tend to elect 
the DC plan and older members would tend to elect the DB plan. The DB plan benefit cost is 
higher for older members due to a shorter period between hire date and retirement date required 
to fund the benefit. The DC plan would be based on the same employee/employer contribution 
levels and include Health Care Trust Fund participation, but there is the likelihood o f higher 
contribution requirements or a decrease in the funds available for the current DC funding by 
PERA. The amount o f cost increase cannot be acc urately predicted until experience develops 
under any program so offered, although we believe an increase in the DB plan cost of 0.3% of 
pay is a reasonable estimate. Alternative 4 adds significant administrative and communication 
complexities to the program. Wc estimate that 18-36 months would be required for 
implementation.

p e r a  R e s p o n s e

This report has been reviewed by the Public Employees’ Retirement Association o f Colorado. 
Their comments concerning this report is attached in Appendix K
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Rep. Paul Seaton

F rom : Harvey, Tom [AK] [Tom.Harvey@neaalaska.org]

S e n t : Thursday, March 24, 2005 T23 PM

T o : Rep. Paul Seaton

C c : Alcantra, John [AK]; Bjork, William (contact) [MB]

S u b |e c t : TRS/PERS Board

Rep. Seaton,

Thank you for your efforts to make the TRS/PERS issue an open exchange of information and a process that 
allows all interested parties to have constructive input. You and your staff, particularly Katie, have been very 
cooperative in exchanging information and exploring options. I must express NEA-Alaska's concern that the 
attempt by the Senate to keep education funding hostage for specific defined contribution plan should be avoided 
by the House. Tl e issues are separate issues. If funding TRS/PERS needs io be outside the BSA then so bo it. 
But demand., .g that a bill be passed in less than 42 days, when it has taken more than 60 days to get bills out for 
consideration, it unrealistic. Haste makes waste.

In regards to the composition of the Boards, I would suggestion that the method by which trustees get on the 
Boards should be the same. It does make sense that the Governor yets to appoint a majority of the trustees. 
Thus, the largest beneficiary, the state of Alaska, has a majority of the trustees and gets to be sure the 
managemp.it and fiscal knowledge criteria are met. Having the criteria in the bill also makes sense. The 
participants in the system should also have guaranteed representation. NEA-Alaska believes they should be a 
majority of the Board; however the real issue is how they get on the Board and the preferred process is by 
election by the participants. Thus, utilizing the election process in the PERS law for TRS would seem 
appropriate.

Given the many differences in benefits in the two systems, it does not make sense to have the Boards combined 
into one Board. A major function of the Boards is the appeals process and therefore requires people who 
understand the particular system.

It is clear that the Boards share many things in common regarding financial and actuarial data. They have been 
meeting jointly more often recently. A statutory requirement for quarterly joint sessions may be a better approach 
than combining the Boards.

At the work scsron today, a suggestion was made to provide for management representation (municipal, 
university and school district) was maoe. That would bring all parties to ihe table. That could be done by 
expanding the Boards OR by making one of the Governor's appointments come from a list of nominees presented 
by the three entities. If yo wish we could have language drafted for your consideration on all the above.

NEA-Alaska will continue its efforts to work with you to better define the rea! issues before us and lo fashion good 
solutions. We are not convinced that a defined contribution system only is the sole or right solution

Thanks.

T om Harvey
NEA-Alaska Executive Director 
I -800-996-3225, ext. 527 
I -907-274-0551 (FAX)
S u p p o r t i n g  p u b l i c  e d u c a t i o n  that a c h i e v e s  e x c e l l e n c e  a n d  e q u i t y  for e v e r /  A l a s k a n  

child.

3/29/2005
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Louie Flora

F rom :
S en t :
T o :
S u b je c t :

Ron Rich fcsexton@xyz.net] 
Monday, March 28, 2005 11:43 PM 
Louie Flora 
PERs

I w a n t  y o u  to k n o w  that i b e l i e v e  the r e t i r e m e n t  s y s t e m  v as b e e n  too 
g o o d  for s t a t e  w o r k e r s  , A n d  the fu t u r e  
s h o u l d  n o t  b e  so g o o d  for t h o s e  w o r k e r s .

I s p e n t  17 y r s  w i t h  the a l a s k a  a r m y  g u a r d  a n d  get 100 d o l l a r s  a m o n t h  u n t i l ag e  70 o r  72 . 
m y  s i s t e r  in l a w  w i l l  g e t  300 d o l l a r s  a m o n t h  a f t e r  55yr of a g e  for w o r k i n g  for the s tate 
for 5 years.

I t h i n k  ♦•’le s t a t e  s h o u l d  cut b a c k  the big b u c k s  t hey g i v e  to s ta t e  w o r k e r s  in pensions., 
and i t r u s t  y o u  w i l l  m a k e  the best d e c i s i o n  on t hese m a t t e r s  for me.

g o o d  luck a n d  just b e  h o n e s t  w h e n  y o u  m a k i e  y o u r  vote.

Love; R o n  & C a r o l  o n  the O l d  S t e r l i n g  Hwy, A n c h o r  Point, A l a s k a

mailto:fcsexton@xyz.net


Rep. Paul S ea to n

From:
Sent:
To:
Subject:

Patricia Parsch (audi@gci.net] 
Monday, March 28, 2005 5:00 AM 
Rep. Paul Seaton 
TRS & . ERS Retirement

Pa t r i c i a  P a r s c h  
6551 C i m a r r o n  C i r c l e  
Anchorage, A K  9 9 5 0 4 - 3 9 4 4

M a r c h  28, 2005

The H o n o r a b l e  Paul K. S e a t o n  
A l a s k a  H o u s e  of R e p r e s e n t a t i v e s  
H ouse of R e p r e s e n t a t i v e s ,  R o o m  102 
Juneau, A K  9 9 8 0 1 - 1 1 8 2

Dea r R e p r e s e n t a t i v e  Seaton:

D ear Mr. Seaton,
As an A l a s k a n  e d u c a t o r  for 23 years, I h ave g r a v e  c o n c e r n s  a b o u t  the five c u r r e n t  bills 
le g i s l a t o r s  are c o n s i d e r i n g .  I'm o p p o s e d  to the p r o p o s e d  c h a n g e s  a n d  u r g e  y o u  to s t o p  the 
abuses. If w e  c a n  do this a n d  c l o s e  the loopholes, an e c e l l e n t  s y s t e m  w ill c o n t i n u e  to 
o p e r a t e  e f f e c t i v e l y  for r e t i re e s  w i t h o u t  m o r t g a g i n g  the ti t u r e  of w o r k i n g  Alas k a n s .

Sincerely,

Pa t r i c i a  P a r s c h  
9 0 7 - 74 2 - 1 1 8 2

mailto:audi@gci.net
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F ro m : Willy Dunne [wdunne@xyz.net]

S e n t : Sat' irday, April 02, 2 0 0 t  11:38 AM
T o : Ian Laing

S u b je c t : repcrt for HSA committee

D a v id  R e a u m e : S ta te 's  s a la r ie s  a re  fa l l in g  b e h in d
DAVID REAUME 
COMMENT
Published. March 6th, 2005
Last Modified: March 6th, 2005 at 0 7 :2 3  AM

S ta te  g o v e rn m e n t p a y ro ll p e r w o rk e r has d roppe d  31 p e rce n t s ince  1 904 , a fte r  
a d ju s tm e n t fo r  in f la t io n . O ve r th a t sam e t im e  p edod  A laska p e rson a l in co m e  p e r 
c a p ita , a lso  a d ju s te d  fo r  in f la t io n , has d ro ppe d  o n ly  3 .7  p e rc e n t. A lth o u g h  
ch a n g e s  in th e  jo b  c o m p o s itio n  of A la ska 's  w o rk  fo rce  re a d ily  a cco u n t fo r  th e  d ro p  
in re a l p e r ca p ita  incom e  fo r  a l1 A laskans, changes in th e  jo b  co m p o s itio n  o f the  
s ta te  o f A laska  w o rk  fo rce  ca n n o t poss ib ly  a cco un t fo r  th e  c ro p  in in f la t io n -  
a d ju s te d  p a y ro ll p e r s ta te  g o v e rn m e n t w o rk e r.
The  y e a r 1984  w as th e  h e ig h t o f  th e  e a rly  1980s o il o rice  boom  in A laska . S ta te  
c o ffe rs  w e re  b u lg in g . One m ig h t, th e re fo re , q u e s tio n  th e  cho ice  c f  1984  as a base 
y e a r  fo r  c o m p a riso n  pu rposes . B u t a look  a t 1991 nay  schedu les  sh ow s th a t  
p a ych e cks  fo r  s ta te  g o v e rn m e n t e m p loyee s  have  co n tin u e d  to  e rode  a t a rap id  
pace.
For e x a m p le , a range  18E s u p e rv is o ry  w o rke i ea rned  $ 3 ,8 9 3  p e r m o n th  in Ju ly  
1 9 9 1 , base pay . The pay schedu le  th a t  w e n t in to  e ffe c t in D e ce m b e r 2 0 0 2  th e  
m o s t re c e n t a v a ila b le , show s a range  18E su p e rv is o ry  w o rk e r e a rn in g  $ 4 ,4 2 9  p e r 
m o n th . Mad th a t  range  18E s u p e rv is o r been fu lly  co m p en sa te d  fo r  in f la t io n  s ince  
Ju ly  1 991 , th e  w o rk e r 's  D e ce m b e r 2002  base pay w ou ld  have  been $ 5 ,7 9 6 . On an 
annua l bas is  th e  s h o rtfa ll com es to  m o re  th a n  $ 1 6 ,0 0 0 .
So how  do  s ta te  sa la ries  c o m p a re  to  tho se  paid e lse w h e re  fo r  p eop ie  o f 
c o m p a ra b le  s k ills  a .id  e d u ca tio n a l a tta in m e n ts ?  C om pa risons  th a t  have  been 
m a d e  in th e  p a s t seem  to  su g g e s t th a t s ta te  w o rke rs  a re  d o in g  re a so n a b ly  w e ll. 
B u t th e re  a re  seve ra l p ro b le m s  w ith  th e se  pas t co m p a riso n s . O ne Pig p ro b le m  
th a t  a rise s  w he n  co m p a riso n s  a re  m ade w ith  o u t-o f-s ta te  w o rk e rs  is th a t  o n ly  
c o s t-o f- l iv in g  d if fe re n tia ls  have  been accoun ted  fo r. O th e r fa c to rs  have  been 
ignored., such  as th e  poss ib le  need fo r  a p o s t .ffe re n tia l.
A p o s t d if fe re n t ia l is a p e rce n ta g e  a m o u n t th a t m u s t be added  to  sa la rie s , o v e r 
and a b o ve  a c o s t-o f- liv in g  a llow ance , to  co m p e n sa te  fo r  fa c to rs  th a t  a re  n o t 
in c lu d e d  in th e  c o s t-o f- liv in g  a llow ance . Such fa c to rs  in c lu d e  c lim a te , h o u rs  c f  
d a y lig h t,  q u a lity  o f schoo ls , in te rs ta te  and in tra s ta te  a ir  tra n s p o r ta t io n  co s ts , 
spec ia l h o us in g  m a in te n a n ce  costs , goods and se rv ice s  needed in th e  COLA area 
b u t n o t needed  in  th e  re p re s e n ta tiv e  c ity , and re m o te n e ss  and  iso la tio n . W h a t 
l i t t le  e v id e n ce  is a va ila b le  su g ge s ts  th a t  th e  pos t d if fe re n t ia l fo r  A n ch o ra g e  m ay 
be c o n s id e ra b ly  h ig h e r th a n  one m ig h t have  e xp e c te d .
In  a s tu d y  re leased  by th e  fe d e ra l O ffice  o f Personnel M a n a g e m e n t in Ju ly  2000

Louie Flore

4/2/2005
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t i t le d  "S pec ia l R esearch R e la tin g  to  th e  N o n fo re ig n  A rea C o s t-O f-L iv in g  A llo w a n ce  
(C O l A) P ro g ra m , ’ e c o n o m is t Joel P opk in  e s tim a te d  th a t  th e  p o s t d if fe re n t ia l 
needed  in  1996  to  fu lly  c o m p e n s a te  fe d e ra l w o rk e rs  in A n ch o ra g e  w as a b o u t 30  
p e rc e n t o f  w h a t th e y  w ou ld  h a ve  been  pa id  in W a sh in g to n , D .C . T h is  30 p e rc e n t 
w as :n a d d it io n  to  th e  e x is t in g  25 p e rc e n t ta x - fre e  COLA The  c o m b in a tio n  o f th e  
30 p e rc e n t re q u ire d  p o s t d if fe re n t ia l and  th e  e x is t in g  25 p e rc e n t ta x - fre e  COlA 
w as o v e r  60 p e rc e n t o f th e  base  s a la ry  pa id  in W a sh in g to n , D .C ., a f te r  c o n v e rt in g  
th e  COLA to  a ta x a b le  e q u iv a le n t p e rc e n ta g e
I u n d e rs ta n d  th a t  m a n y  A la skan s  p re fe r  liv in g  in  A laska  to  liv in g  O u ts id e  and 
w o u ld  be  h a p p y  to  w o rk  a t to d a y 's  w ag e s . To th o s e  w o rk e rs  a p o s t d if fe re n t ia l is 
ju s t  a n o th e r  bonus. 3 u t e m p lo y e rs , s ta te  g o v e rn m e n t in c lu d e d , ca n n o t c o u n t on 
f in d in g  al! o r  even  m o s t o f  th e  s k ille d  new  peop le  th e y  need if  th e  search  is 
re s tr ic te d  ju s t  to  th o s e  re s id e n ts  w h o  happen  to  love  A laska  fo r  its e if . T he  s ta te , 
like  o th e r  A laska e m p lo y e rs , muse re c ru it  w o rk e rs  fro m  O u ts id e  i f  i t  is to  m a in ta in  
a c o m p e te n t w o rk  fo rce . To do  so, i t  ra th e r  c le a r ly  needs to  re th in k  its  
c o m p e n s a tio n  p o lk y .
D av id  M. R eaum e is a W a sh in g to n  s ta te -b a s e d  e c o n o m is t w ho  w as based fo r 
m a n y  ye a rs  in Ju n ea u . H is o p in io n  c o lu m n  a p pe a rs  e v e ry  fo u r th  S unday.

THE REPORT "S pec ia l R esearch  R e la ting  to  th e  Nonte re ig n  A rea  C o s t-O f-L iv in g  
A llo w a n ce  (C O LA) P ro g ra m " can be seen a t 
w w w .Q D m .Q o v /o ca /C O L A /h tm l/R a s e a rc h .p d f

No vims found in this outgoing message.
Checked by AV G  Anti-Virus.
Version- 7.0.308 /  Virus Database: 266.9.1 - Release Date: 4/1/2005
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F ro m : Willy Dunne [wdunne@xyz.not]

S ent:  Saturday, April 02, 2005 11:39 AM

To: Ian Laing

S u b je c t : Report for HSA committee

W o rk e rs  f o r  s ta te  se e  l i t t le  p a y  ra is e
DAVID REAUME 
COMMENT
Published: February 6th, 20GS
Last Modified: February 6th, 2005 at 0 2 .0 5  AM

R ecen tly  I  w as h ire d  by th e  A lasxa Pub lic S a fe ty  E m ployees A sso c ia tio n  to  
e x a m in e  th e  pay h is to ry  o f  th e  A laska  s ta te  tro o p e rs  and to  te s t i fy  to  m y  fin d in g s  
a t an a rb it ra t io n  he a rin g  he 'd  in A n ch o ra g e  the  w eek  o f  Jan. 17. W h a t I 
d isco ve re d  d ese rves  som e  p u b lic ity . B r ie f ly  p u t, A laska  does ha ve  a p e rson a l 
in co m e  ta x , a lb e it one  th a t  is n o t on th e  b ooks . T h a t ta x  is le v ie d  o n ly  on s ta te  
g o v e rn m e n t w o rk e rs . H ere a re  th e  fa c ts .
In  1 9 84 , a v e ra g e  annua l p a y ro ll p e r w o rk e r  fo r  A laska s ta te  g o v e rn m e n t w o rke rs  
s to o d  a t $ 3 2 ,3 7 6 . By 2003  i t  had risen  to  $ 3 9 ,5 4 0 . A lth o u g h  th a t  m a y  seem  like  a 
re a so n a b le  inc rease  a t f ir s t  g lance , th e  $ 3 9 ,5 4 0  ea rned  in 2 0 0 3  w as a c tu a lly  
w o rth  o n ly  $ 2 2 ,3 2 7  in 1984  d o lla rs , a d e c lin e  o f som e 31 p e rc e n t.
I t  is n o t p o ss ib le  to  a cco u n t fo r  th is  31 p e rc e n t rea l ( in f la t io n -a d ju s te d )  de c lin e  by 
re fe re n ce  to  changes  in th e  c o m p o s itio n  o f s ta te  g o v e rn m e n t e m p lo y m e n t. I t  
happ ened  because  s ta te  g o v e rn m e n t w o rk e rs  have  been g e ttin g  pay inc reases  fo r  
th e  p a s t 20  ye a rs  th a t  s im p ly  do  n o t keep  up  w ith  in fla tio n . C o m p a rin g  w h a t each 
got: w ith  w h a t each w ou ld  h ave  re ce ived  u n d e r fu ll in fla tio n  a d ju s tm e n t, we fin d  
th a t,  on  a ve ra g e , s ta te  g o v e rn m e n t w o rk e rs  pa id  an im p lic it  s ta te  in co m e  " ta x "  in 
20 03  on th e  o rd e r  o f $ 1 0 ,0 0 0  in c o n s ta n t 1984  d o lla rs . Reseated in  20 0 3  d o lla rs , 
th e  a ve ra g e  20 03  " ta x "  pe r e m p lo ye e  com es to  m o re  th a n  $ 1 7 ,0 0 0 .
O th e r A laskan s  seem  to  have  do ne  m uch  b e tte r  because pe; ca p ita  pe rsona ! 
in co m e  fo r  a ll A laskans  n e a rly  k e p t up w ith  in f la t io n  o ve r th is  p e rio d . R es ta ted  in 
c o n s ta n t 1984  d o lla rs  A laska p e r ca p ita  pe rsona l inco m e  s to o d  a t $ 1 8 ,7 7 8  in 
2 0 0 3 , d ow n  o n ly  3 .7  p e rc e n t fro m  th e  $ 1 9 ,5 0 3  posted  in 1984 . G iven  th e  ch a ng e  
in th e  co m p o s itio n  o f A laska  e m p lo y m e n t o v e r  th is  pe riod , to w a rd  lo w e r p ay ing  
re ta il tra d e  and s e rv ic e -s e c to r jo b s , it  seem s lik e ly  th a t th e  e a rn in g s  o f m o s t 
in d iv id u a l w o rk e rs  in th e  p r iv a te  se c to r, in c o n tra s t to  th o se  in  s ta te  g o v e rn m e n t, 
m o re  th a n  k e p t up  w ith  in f la t io n  o v e r th e  p a s t 20 yea rs  even if  th e y  rece ive d  no 
p ro m o tio n s .
We can look  a t  th is  in a n o th e r  w a y . I have  co n s tru c te d  2 0 -y e a r  "c o u ld -h a v e -b e e n "  
sa la ry  p ro file s  fo r  th re e  h y p o th e tic a l s ta te  g o v e rn m e n t w o rk e rs , one  w ho  e a rned  
$ 1 5 ,0 0 0  in 1984 , one  w ho  ea rne d  $ 2 5 ,0 0 0  in 1984  and one w h o  e a rn e d  $ 3 5 ,0 0 0  
in 19 84 . I  ha ve  assu m ed  th a t  each rece ived  p ro m o tio n s  th a t inc reased  th e ir  pay 
by an a v e ra g e  o f 1 .7  p e rce n t p e r y e s r  p lu s  an annua l a ve rage  c o s t-o f- l iv in g  
inc re a se  equa l to  o n e -h a lf th e  p re v io u s  y e a r 's  increase in th e  A n ch o ra g e  
co n s u m e r p rice  ind e x . These a ssu m p tio n s  a re  n o t o u t o f line  w ith  a c tu a l
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C o m p a re d  w ith  w h a t each w o u ld  h ave  rece ived  had th e y  been fu lly  co m p e n sa te d  
fo r  in f la t io n , th e  f i r s t  s ta te  w o rk e r  lo s t $ 8 2 ,0 0 0  o v e r th e  p a s t 20 y e a rs , th e  
second  s ta te  w o rk e r  lo s t $ 1 3 7 ,0 0 0  and th e  th ird  lo s t $ 1 9 2 ,0 0 0 . G iven  ‘'a t  t h e r  
p e n s io n s  a re  d e te rm in e d  in p a r t b y  th e ir  e a rn in g s , th e ir  to ta l losses inc. * ’ .a  o f  
p e n s io n  loss a re  o n ly  a l it t le  less th a n  d o u b le  th e ir  sa la ry  loss.
In  o th e r  w o rd s , m a n y  i f  n o t m o s t s ta te  g o v e rn m e n t w o rk e rs  h a ve  re a lize d  l it t le  o r 
no  inc re a se  in t He ir  s ta n d a rd  o f  liv in g  s ince  1984 . B e tw een  1983  and  2 0 0 3  th e  
A n ch o ra g e  c o n s u m e r p rice  in d e x  rose  a t  an an n u a i a ve ra g e  ra te  o f  3 .1  p e rce n t. 
T he  n u m b e rs  th a t  I  ha ve  looked  a t  su g g e s t th a t,  even  in c lu d in g  p ro m o tio n s , th e  
a v e ra g e  s ta te  g o v e rn m e n t w o rk e r 's  an nu a l sa la ry  inc reased  s o m e th in g  less th a n  
3 .5  p e rc e n t!
I t  is  no s e c re t th a t  g o v e rn m e n t w o rk e rs  a re  n o t th e  m o s t loved  peop le  in A laska . I  
su s p e c t th a t  i f  a po ll w e re  ta k e n  th e y  m ig h t ra n k  so m e w h e re  d o w n  n e a r tr ia l 
la w y e rs  in p u b lic  e s te e m . B u t th e y  have  a jo b  to  do  and th a t  jo b  w ill n o t g e t d o ne  
c o m p e te n tly  if  tn e s ta te  ca n n o t h ire  enough  good peop le . I f  A la ska n s  w a n t a s ta te  
g o v e rn m e n t w o rk  fo rc e  h e a v ily  loaded  w ith  peop le  w ho  a re  asked  to  do jo b s  fo r  
w h ich  th e y  a re  n o t fullv q u a lif ie d , th e n  s ta y  th e  course , i f  you  w a n t c o m p e te n t, 
w e ll-q u a lif ie d  pe op le  lo o k in g  o u t fo r  y o u r  in te re s ts , th e n  i t  is t im e  to  re ve rse  th e  
tre n d  o f  th e  la s t 20  ye a rs .
S em e re a d e rs  m a y  w o n d e r i f  th e  use  o* 1984  as a base y e a r fo r  sa la ry  
co m p a ris o n s  b iases  th e  re s u lts  in fa v o r  o f  th e  conc lus ion  th a t  s ta te  w o rk e rs  a re  
u n d e rp a id . O th e rs  m a y  w o n d e r how  A laska  b ta te  sa la rie s  co m p a re  to  th o se  in 
o th e r  s ta te s . I  w ill a d d re ss  th e se  issues in  m y  n e x t co lu m n , on M arch 6. In  b r ie f: 
T h e  co n c lu s io n  is u n ch a n g e d  w he n  th e se  a d d itio n a l q u e s tio n s  a re  a n sw e re d . S ta te  
w o rk e rs  a re  u n d e rp a id .
D av id  M. R eaum e is a W a s h in g to n -s ta te -b a s e d  e co n o m is t w ho  w as based fo r 
m a n y  ye a rs  in Juneau . H is o p in io n  c o lu m n  appea rs  e v e ry  fo u r th  S unday .
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Good Morning. My name is Gayle Harbo and I have been a resident o f 
Alaska since 1957.1 am a mother, a grandmother and a teacher and most 
recently a member o f the Teacher Retirement System Board. As a parent and 
a grandmother I am most concerned about the quality and stability o f the 
education employees in the state o f Alaska. When I came to Alaska there 
were many applicants for each job, with prospective teachers often subbing 
for years before they were hired to permanent position. Salaries in the late 
"60’s and early ‘ 70’s were very competitive. That is no longer true. I believe 
feacher job fairs are no longer held in either Anch or Fairbanks. The point is 
Alaska is no longer the place to come to get a good salary . A friend in 
Wasilla said if she had stayed in Wisconsin for her teaching career she would 
have ». better retirement then she will have here.

I want the best and brightest to teach my grandchildren. To attract teacher’s it 
is important we keep the DB system. Many o f the changes recommended by 
the Tier Subcommittee o f the Joint BDs could be adopted without going to a 
defined contribution system. One, in particular, would change the number o f 
years over which an average salary is computed.

It is important to realize that, under the proposed system, seniors would be 
given a “pot” o f money when they retire and then have to manage a resource 
that is to last them for a lifetime in terms o f annual income. They would have 
no inflation proofmg( PRPA, which jven SS provides )and they would be at 
the mercy o f investment advisors and unknown investment costs. As 
individuals, they would not be able to get the breals ASPIB gets by investing 
large sums o f money, putting their dollars at even greater risk. You have all 
read the horror stories o f retirees who have lost everything because they did 
not have the exp rtise to invest. Most are emotional, not long term investors 
and their resources may not match their lifetime expectancy.

Another issue for seniors is health. I personally know many seniors who 
have ruffered from stroke, Parkinson’s, and dementia in their late 60’s and 
early ‘ 70’s. Who will look out for their well-being and security? Our retirees 
who invest their lives working for the state o f Alaska deserve more.

The proposed legislation is particularly unfair to members o f TRS who were 
pulled from Social Security, but not given the option PERS employees 
received when SBS was formed and the state matched the employee 
contribution o f 6.13% . In addition PERS employees may participate in a



deferred comp plan. Teachers net only do not have a parallel SBS plan, they 
often receive little or no benefits under Social Security because o f the 
previsions o f the Government Pension Offset (spousal offset) and the 
Windfall Elimation Provision. These provisions eliminate or greatly reduce 
promised benefits from Social Security for quarters worked. Not only that, 
because the state mandates participation in Medicare Part B when a retiree 
reaches age 65, every retiree must pay almost $80 a month out o f pocket.

Last year this Legislature unanimously passed a resolution requesting our 
Alaska Delegation in Congress work for the repeal o f GPO/WEP. They 
recognized the inequities for public employees not covered by SS.

I urge you to give this matter more thought before you make sweeping 
changes. Let’s work together for a year to get the health care costs down and 
look at some o f the suggestions made by the Joint Boards at the presention o f 
the Tier subcommittee’s proposal in November. I am sure working together 
we can reach a solution that will be beneficial to future employees and also to 
Alaska’s children. I want young people to come to Alaska and to stay in 
Alaska. We have much to offer. Thank you for this opportunity.



Good afternoon. My name is Gayle Harbo and I have been a resident o f 
Alaska since 1957, most o f the time living in Fairbanks. I taught in Fairbanks 
for 25 years, most o f the time at Lathrop High School and was Chair o f the 
Math Dept and Advanced Placement Coordinator for almost 20 years. I am 
here as a member o f the Teacher Retirement Board The joint boards thank 
Senator Stedeman for his willingness to teleconference with us on Friday 
Mar. 25. We are sorry his plans changed but since he could not 
teleconference hope he and the Committee will read the verbatim transcript 
o f the morning’s discusssion so they realize the depth o f true concern that 
each Board member has regarding all the bills which seriously impact a 
retirement system which has worked well for 50 years. The only significant 
changes that have been made in recent years have been enhancements o f 
benefits due to legislation. The Joint Boards have sent letters to the 
Legi *dture these past two years asking that you not introduce any bills which 
enhance benefits and the Administration has agreed to testify against these 
bills because all would increase the unfunded liability.

I am going to address 3 topics in my remarks and will be happy to 
answer any questions. I f  I don’t know the answer I will try to find out.

My first issue is the interaction o f the 3 Pension Boards. As you know 
the main work o f the TRS and PERS Boards is listening to appeals o f 
members, recommending employer contribution rates and adopting actuarial 
assumptions ev<;ry 5 years based on the recommendations o f the 
Commissioner o f Administration and the actuary. ASPiB manages and 
invests the contributions to the system. The Joint Board members have great 
admiration and respect for the way ASPIB and the staff o f Revenue ,who 
work with Gary Bader, invest and care for our funds. Over the past 10 years 
the funds have earned almost 9% annually, at or near the assumed rate o f our 
actuary. Earnings are not the problem causing the unfunded liability.

This leads to my second issue. The main driver o f the decrease in the 
funding ratio has been the rapid increase in health care costs., a problem not 
unique to Alaska. You have seen in past presentations that without the 
inclusion o f medical costs the funding ratio is a respectable 91% for TRS and 
120% for PERS. Health care costs have accounted for 50% o f the employer 
contribution rate increases in past few years.The Administration can make 
changes in the Health Care plan without legislation. First, changes can be 
n  ade to the plan for current tiers if they do not diminish benefits, but are a 
matter o f choice or convenience. ( An example would be requiring members 
use hospitals, both in and out o f Alaska, which are preferred providers so



significant savings could be negotiated - Providence in Anch. is not a PP yet 
over 80% o f retirees go there, the hospitals in Juneau and Sitka are owned by 
their respective cities. They are not preferred providers and there is little 
savings to the state.)Secondly, signifcaot changes can be made to the plan for 
employees hired after a specific date.

About 5 years ago the Joint Boards recommended an education program to 
encourage members to use Generic Drugs. The members responded and now 
42% o f the drugs used are generic. Every percent o f brand name drugs 
replaced by generics saves the plan lM.(see Oct.’04 Newsbreak). The Health 
Care Committee has for several years recommended the state pilot a disease 
mgt. program, particularly for diabetes, but we were told that the start up cost 
o f $240000 was too much. In speaking with other health plan administrators 
who utilize disease mgt I have been told that the cost savings in the first four 
years ar ~ considerable and would more than recoup the start up costs. Mr. 
Mike Humphries, from the benefits division at the U o f A, the NEA Health 
Trust and ,perhaps Mr. Jarrell,our new trustee from Bering Straits School 
District, indicate their plans incorporate this element. For retirees this past 
year, 474 members had claims o f over $50000 each and accounted for 53M 
o f the medical expenses to the state plan. Surely disease mgt could have 
reduced some o f this cost. Other than the generic drug campaign no 
substantive cost savings measures have been taken. The Health Care 
Committee has presented a list o f several cost savings measures that we, and 
the entire Jt Board, would like to see initiated. The Boards can only 
recommend, however, not implement. I feel we would not be at this juncture, 
with drastic changes recommended to tLe system, i f  this Administration and 
past Administrations had held a Forum with employers,legislators, 
representatives o f unions and the Municipal League and medical 
professionals to discuss methods o f resolving these skyrocketing costs. We all 
recognize the problem and would like to be part o f the solution, not 
adversaries. Senator Seaton has a bill regarding generics and closed 
formularies. This does not have to be legislated - the Administration can 
make those changes now as long as they do not diminish benefits to the 
current tiers.

My third issue deals with the comments by some that the Boards have not 
been responsible in recommending the employer contribution rate and with 
the awarding o f the ad hoc PRPA. Wrt TERS and the employer rate, it is a



recommendation, the Administration can set the rate higher. The Boards act 
with information provided them by the Administration and the actuary. In the 
early ‘ 90’s the IK S  Bd adopted a 12% employer rate and to ensure stablility 
for employers for future planning, they intended this rate be used for at least 
20 years. In 2000 and 2001, however, when setting the rates for FY'02 and 
FY’03, Mercer, our actuary, recommended rates as low as 7.09% and 8.29% 
for those fiscal years. The TRS Bds did, in those two years, drop the rate to 
11%; had they not, the employers may have been upset. In ‘03 we set the 
rate at 16%, though the first motion was for 17%. The contribution rate has 
been higher - in FY ’ 83 and ‘ 84 the combined rate for state and school 
district was close to 18%. When I started teaching in the ‘60’s, employee, 
employer and the state each contributed 7%. The employee population at the 
University that is not under TRS, but under private accounts has a match by 
the employer o f roughly two to one.

The other issue o f Ad Hoc PRPA’s apparently needs to be clarified since 
you were given a paper dated Mar. 18 from Mercer regarding the funding 
status due to plan changes, mostly enhancements through legislation, and Ad 
Hoc PRPAs. As you know the Boards recommend Ad Hoes on the basis o f 
information provided by the actuary and the Commissioner o f 
Administration. The Boards have only made recommendations when the 
funds were healthy. No Ad Hoc has been recommended since 2003. A retiree 
gets either the Ad Hoc or the automatic PRPA, not both. In the past years 
when the Ad Hoc has been awarded it only causes a small “ blip”  in the 
increase o f the employer contribution rate, probably less than .06%. The Mar. 
18 letter fails to indicate that probably 99% o f the ad hoc cost mentioned, 
resulted from the settlement o f a lawsuit in the mid ‘ 90’s. The state lost the 
lawsuit and as a result had to make all retirees whole, from the time they 
retired, wrt the PRPA. The dollars paid out include not only past prpas but 
the interest earned. Many individual retirees who had been retired 30 to 40 
years received checks close to $10000. The lawsuit, as many o f you may 
remember resulted because past administrations had not awarded a prpa 
when the fund was “healthy” .

The Mar. 18 letter also attributes nearly IB o f the increase to the 
unfunded liability to benefit enchancements by the legislature. The Boards 
have said many times that “tinkering” with the tiers once they have been 
established has not been in the best interest o f the funds and for some o f



these changes the actuary has not accurately predicted the rapid rise in health 
care costs. In the assumptions adopted by the Boards, the last time in Dec. o f 
2000, Mercer had a Medical assumption rate o f 5.5%. We now know was not 
a realistic assumption. The Boards requested an Actuarial Audit in 2001 and 
the resulting report indicated that we should look at Medical assumptions on 
an annual basis. You also know that the RIP programs advocated by the 
Legislature in the early ‘ 90’ s were to be cost neutral, but this past year 
Mercer indicated they have had a negative affect on the funding ratio, 
primarily because o f escalating Medical costs. Despite this poor advice, if 
you examine Mercer’ s budget line item over the past few years, you will see 
there has been a 100% increase in their fees.

I thank you again for your time and hope you will carefully consider 
whether drastic measures need to be taken at this time. We all agree there is a 
problem and we hope by working together we can begin to solve it, but 
please do not burden future hires for the mistakes o f others. Changes can be 
made, without legislation, to control current and future costs. Please let us 
work together to make Alaska continue to I e the place young people will 
want to come to work, as you and I once did.





Session address: 
Alaska Slaic Capitol 

Juneau. Alaska lW 8()l-l 1X2 
I-XX8-46S-2647 (toll I reel 

I -907-465-3518 (lax)

Alaska State Legislature
H o u s e  o f  R e p r e s e n t a t i v e s

Intenm address 
716 West 4th Avenue 

Anchorage. Alaska ‘10501 213 4 
I 007 260-0106 

I 007 260-0100 (faxi

R e p r e s e n t a t i v e  L e s  G a r a

Spo ns< )k St a tem en t  

l i l t  194 -  E x e c u t iv e  B ra n c h  E th ic s  A c t  R e v is io n s

I IB 194 is a re sp o n sib le  step  tow ard  m ak in g  the E xecu tive  B ranch  E th ics  A ct c learer ,  ea s ie r  to 
understand , an d  ea s ie r  to fo llow . T h e  hill w ould  fix th ree  p rob lem s w ith  the cu r ren t  E th ics  Act.

First, the hill sets a c lea r  financial line for executive  b ranch  e m p lo y e e s ’ personal financial 
ho ld ings. T he hill dec la res  that a financial ho ld ing  is " in s ig n if ican t” on ly  i f  it is less than $5000  
o r  I%  o r  a c o m p a n y 's  s tock, w h ich ev er  is less. This  def in i t ion ,  w h ich  is m issing  under  current 
law . lets execu tive  b ranch  em p lo y ee s  k n o w  exactly  w here  they  can. an d  can n o t,  he involved in
slate dec is ions  that w ou ld  affect th e ir  personal investments.

I IB 194 a lso  b ro ad en s  the def in i t ion  o f  “official ac tion” to include m ost  o f  the day - to -d ay  work 
activ it ies  perfo rm ed  by  ex ecu t iv e  b ranch  em ployees .  T h is  is a key d e f in i t io n :  s tate em ployees  
should  not he ab le  to use the ir  slate offices to benefit their p o ck e lb o o k s .  and  then c la im  that their 
ac ts  w ere  not "o ff ic ia l .” If an e m p lo y e e 's  act is w iih in  the scope* o f  the  e m p lo y e e ’s work 
perfo rm ance ,  th en  it co u n ts  as "o ff ic ia l"  under fIB 194.

F inally , the hill re m o v e s  a po tential loophole  by rem o v in g  an " o r"  f ro m  the cu rren t  law. The 
curren t law d ec la res  that there  is no  v io lation o f  the law if a pub lic  o f f ic e r 's  personal or financial 
interest is " in s ign if ican t,  o r  o f  a type  that is possessed  gen e ra l ly  by the pub lic  or a large c lass  of  
persons  to  w h ich  the pub lic  o ff icers  be longs .” T h e  w ord ing  o f  the cu rren t  law is unfortunate .
An execu tive  b ranch  e m p lo y e e  cou ld  have $1 ,000 ,000  w orth  o f  s tock in a c o m p a n y  that directly  
benefited  from the  e m p lo y e e ’s official ac tions. But if the sam e e m p lo y e e  a lso  had an interest 
possessed  genera lly  by the pub lic ,  then the “or"  w ould  w ork  to ab so lv e  the e m p lo y e e  o f  
w rongdo ing .  S u ch  a s i tua t ion  m ight arise for  em p lo y ees  that dea l w ith  the P erm an en t  Fund 
investm ents ,  for exam ple .

T h e  s ta te ’s e th ics  law s shou ld  be c lea r  to execu tive  b ranch  em p lo y ees ,  and  to  the public  those
em p lo y ee s  serve. P lease  jo in  m e in support ing  H B  194.
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Se c t io n a l  A n a l y s is  
HB 1 9 4 -  Executive B ran d i  Ethics Act Revisions

Section 1 Clarifies the conditions under which an official action by a public official 
is not a violation of the Executive Branch Ethics Act and. thus, by 
exclusion, the conditions under which an action is a violation of the Act. 
Establishes that there is no substantial impropriety, i.e., that it is not a 
violation of the Executive Branch Ethics Act. for a public officer to take 
an official action or exercise influence on a matter in the following 
situations:

♦ The public officer has a personal or financial interest in the matter 
but the action taken or influence exercised would have insignificant 
or conjectural effect on the matter;

♦ The public officer has a personal interest in a matter that is 
insignificant or is possessed by the public or by a large class of 
persons to which the public officer belongs; Ok

♦ The public officer or an immediate family member has a financial 
interest in the matter, including a property ownership or a 
professional or private relationship that is. or coulcl be, a source of 
income, AND the value of that interest is less than $5,000 or I 
percent of the total value of the business, whichever is less.

However, if a public officer or an immediate family member has a 
financial interest in a matter

♦ that equals or exceeds $5,000 or I percent of the total value of the 
business or
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♦ from which the individual has received or expects to receive a 
financial benefit equal to or greater than $5,000,

taking official action regarding the matter would be a violation of the 
Executive Branch Ethics Act.

Section 2 Expands the definition of “official action” in the executive ethics act to 
include performance of any duties in the course and scope of a public 
officer’s employment. This includes, in addition to actions already stated 
in statute, “review, advice, participation, assistance, or another kind of 
involvement regarding a matter.”
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also amends AS 39.52.960(14) (Alaska Executive Branch Ethics Act - General Provisions - Definitions.) to 
more clearly define what constitutes taking "official action". Together, these amendments make it simpler for 
public officials, designated ethics supervisors, and the attorney general to apply, interpret and enforce the 
Ethics Act.

Passage of this legislation will have no fiscal impact on the Department of Law.

P r e p a i d  by: Kathryn D aughhetee. Director  Phone 465-3673
Division Administrative Services Division Date/Time 1/23/06 10:05 AM

Approved by: Kathryn Daughhetee for David Marquez, Attorney General________ Date 1/23/2006
Agency Department of Law_____________________________________________
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C om ponent ________

Fiscal Note Number
Sill Version:
() Publish Date:

HB 194

All

S p o n so r
R e q u e s te r

Rep. G ara
H ouse S ta te  Affairs Comm ittee

Expenditures/Revenues

_  C om ponent No. 

(Thousands of Dollars)
N ote: A m ounts do  ro t  in :lude inflation un less o therw ise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 Fv  2010 FY 2011 FY 2012
P e rso n a l Serv ices 
T  ravel 
C ontractual 
S u p p lie s  
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FUND SOURCE (T housands of D olhrs)
1002 Federal R eceipts
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1004 GF
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1037 GF/M ental Health
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Mark this box (X) If funding for this bill is Included
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0.0
>r’s FY 2007 budget proposal:n the Govemc : .  i

Full-time
P art-tim e
T em porary

ANALYSIS: (Attach a separate page if necessary)

This legislation would not have a significant fiscal impact on any state agency.

P rep ared  by: Jack  K reinheder. Senior Analyst
Division Office of M anagem ent and Budget

Phone 465-4676
Date/Time 1/23/06 3:00 PM

Approved by: Cheryl Frasca, Director___________
Agency Office of Management and Budget

Date 1/23/06
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■ CONCLUSION: Renkes 
broke law by not asking for 
ethical determination.
By MATT VOLZ 
The Aucclatad Pres*

JUNEAU — An outside investigator 
shined a light on a murky area of Alas­
ka ethics law when he found that the at­
torney general’s potential to profit from 
£ state business a,?reement did not rise 
to the standard for lawbreaking.

Alaska Law does not say how much is 
too much when a state employe'; has a 
financial stake in a company.

That lack cf a standard is what 
caused former U.S. attorney Robert 
Bundy to conclude that Attorney Gener­
al Gregg Renkes’ role in a trade agree­
ment between Alaska and Taiwan covdd 
liave tjcneflted KFx Inc — a compa 
ny in which Renkes ov .led more than 
$100,000 in stock — but wasn’t an illegal 
conflict of interest.

Bundy’s report to Gov. Frank Mur- 
kowski concluded, however, that Renk­
es broke the law by failing to ask for an 
ethical determination before playing a 
major roie in the coal deal that in’ olved 
technology by KFx Inc.

The lack of standards muddied 
Renkes’ case and made it a close call, 
Bundy said.

“ This controversy could liave been 
avoided had a statute or regulation pro­
vided specific standards on when stock 
ownership constitutes a conflict of in­
terest,’’ Bundy’s report said "Accord­
ingly, we reccmmend that the gover­
nor take steps to establish these stan­
dards."

Lawmaker* agreed that changes 
need to be made.

“ I think Bundy did a good job of out­
lining the black hole.”  said Rep. Beth 
Kerttu’a, D-Juneau. “ It ’s incumbent 
far us to get this fixed and get this fixed 
I lickly."
R-North Pole, said the L e ^ la fu re  
leeds to address what he called a gray 
irea of the law. uj

“The answer is yes. When, I don’t 
mow," he said. “The first thing we want 
o consider is that this thing runs its 
:ourse before taking it up. We want to 
et the news die down, so we can be a tit­
le more deliberate.”

ltcnkes owned 0.02 percent of KFx ’s 
lutstanding shares, the value o f which 
leaked at more than $126,000.

Bundy used e 1989 attorney gen 
iral’s opinion to determine whether 
tenkes owned enough stock to be con-

OAVID J. SKEAftLEY / The Associated Press
Gregg Renkes talked about the allegations of ethics violations In Juneau on Tuesday. 
An Investigator cleared hiir ur some wrongdoing.

U
I think Bundy did  a go o d jo b  o f  outlining the 

black hole.

-  tec. Beth Kerttula, D-Juneau

sidered a conflict. That opinion mea­
sured excessive personal interest at 
owning 1 percent or more of a compa­
ny’s outstanding shares.

Bundy's findings hinged on that 
standard.

Several states — including Connect­
icut, Delaware, Florida, Massachu­
setts, New Jersey, Ohio and Pennsyl­
vania — use a percentage of a compa­
ny’s outstanding shares to draw the line 
for conflict of interest, Bundy ’s investi­
gation found. Others — Idaho, Oregon, 
Washington — draw the line at a certain 
dollar value of the stock

And othurs use a combination, such 
as Kentucky’s law o f $10,000 o r 5 per­
cent of the shares in a company.

A$t»«&ews conference on iues- 
days BdNtty said he would recommend 
$10,000 o r 1 percent as the standard for 
Aiaska

Mursowski has asked Bundy to draft 
legislation that would create a standard 
for A laska  T he  lem sla tinn  should ho in.

trodueed as soon as possible, regard­
less of the furor over Renkes, he said.

“ Politics, in my opinion, shouldn’t 
conflict with reasonable ethical review 
to make sure that other folks are not 
caught in this kind of dilemma,”  Mur- 
kowski said.

House Judiciary Committee mem­
ber Les Gara, D-Anchorage, said the 
law should set limits on the dollar value 
of the investment, and not be based on 
percentage of outstanding shares.

The places that use the latter stan­
dard are protecting the interests of busi­
ness, not the state, Gara said.

“Those are the states that want to let 
the fox guard the chicken house,”  Ga­
ra said.

He said under the standard used in 
Bundy’s report, a lawmaker hypothet­
ically could own $15 million in Con­
oco Phillips stock and still be in com­
pliance with ethics laws when decid­
ing who builds a gas pipeline from the
MnHh Qlnno
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Far from being the last word on Attorney General Gregg Renkes’ ethics and 
standing as Alaska's top lawyer, Tuesday's release of a report about his actions in a 
state coal deal is only the start of needed change.

The end must bring both new ethics rules and a new attort._y general.

Contracted by Gov. Frank Murkowski to probe Renkes' negotiations on a deal to sell 
Cook Inlet coal to Taiwan, former U.S. Attorney Robert Bundy found that the 
attorney genera! should have requested an ethics determination but otherwise did 
not break the law. That's because Alaska’s law is so vague, not specifying a dollar 
figure that pushes a public official's investment portfolio into the realm of a conflict. 
Renkes' $100,000-plus investment in and close ties to KFx, the Denver company 
that stood to gain irom the coal agreement, apparently doesn't rise to the state's 
legal definition of a conflict. It should and, once state lawmakers are done, it 
probably will.

In the meantime, Murkowski is wrong to insist that this, along with his reprimand, 
closes the matter and that a state personnel board inquiry should end. Where many 
ethics considerations hinge on an elusive perception of cozy relations, the attorney 
general's sizable stake in KFx cannot be viewed as anything but a conflict. Bundy 
finds tfie conflict insignificant because Renkes' shares represented no more 
than .02 percent of the company's total. But the issje isn't how Renkes’ shares 
affected the company; it's how they stood to affect him. Bundy's recommendation 
that the state adopt a $10,000 investment limit for any government official 
potentially influencing a company's standing with the state says it all: $100,000 is a 
lot of money. That much is apparent to most Alaskans, whose median income in a 
family of four is some $30,000 less.

Regardless of where Renkes' investment and active promotion of KFx and the coal 
deal stood with the law, it is unfathomable that he would not have understood that 
his involvement could affect him financially. Knowing this, It was reckless to get 
involved officially in the first place, and it was unpardonable not to at least ask for 
an official opinion Jbout that involvement. If this behavior brings only a slap on the 
wrist, Alaskans will be right to doubt the integricy of their government. The 
governor should demand the attorney general s resignation since Renkes hasn't had 
the integrity to offer it himself.

Furtner, it is imperative that this Alaska Legislature remedy the lax ethics code. The 
stace's reliance on and support of natural resource industries and the companies
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Author: Staff
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Renkes' right move

Resignation relieves governor of unreasonable burden

Ciregg Renkes did the right thing Saturday by resigning his office as attorney general. Living under an ethical 
raincloud for his deep involvement in both a state coal deal and a company that would have benefited from it. his 
credibility and effectiveness had simply washed away. Gov. Frank M urkowski lost a loyal aide and confidant, but 
he will not have to carry any further the burden of Mr. Renkes' continued tenure in office.

Stability and principled leadership for the Department o f Law now become the governor's first priority. This is a 
tii ? when old-lashioned conservative restraint will serve best. W hoever the governor appoints as attorney general 
must he respected across the board (in order to dampen undue partisanship), principled beyond reproach (to 
rehabilitate public confidence in the administration), experienced in Alaska's key policy matters (to maintain 
momentum on natural gas and other issues) and prudent in his or her personal conduct (to make the attorney 
general once again a standard-setter in the rule o f law).

The next priority must he to clear up the murky waters o f Alaska's executive branch e th ic s  law. Robert Bundy, the 
special investigator who found that Mr. Renkes violated the E th ic s  A c t  but not the Code o f E th ic s ,  also found too 
many "close calls" for comfort. The governor has asked Mr. Bundy to develop clear new language to guide public 
employees. Thai language should protect the public trust first ol all and public officials' financial liberties 
secondarily.

(In the end, Mr. Bundy's report substantially damaged Mr. Renkes in two unforeseen ways: First, it crafted a too- 
clevor legal analysis to reach the conclusion that $126,000 in company stock was legally "insignificant" -  a view 
the average person on the street just wouldn’t buy. And second, it revealed that the attorney general deleted 
thousands of e-mails from his work com puter on the very day that damaging news reports first appeared while 
denying he even knew o f the reports — a story that went beyond all credibility.)

Mr. Renkes was undone by his own conduct and poor judgment. The Alaska attorney general, being in an 
appointed position beholden to the governor, has always been a hybrid creature: part governor's attorney, part 
Cabinet officer, part department manager, part policy analyst and adviser, part people's lawyer. Alaska attorneys 
general succeed when they leave partisan politics to others (even vvhde remaining cognizant o f the Capitol's 
hazardous political currents) and give sound legal advice to both the governor and the people of Alaska. The job  
requires diligence and sure foot mg. Ordinarily it g ie s  without saying that the attorney general's personal example 
.iiid judgment must uphold impeccable standards o f trust. With his personal lack o f restraint, Mr. Renkes crossed a 
line that is deliberately very restrictive.

Alaska's attorney genera! must, in the end. personify the ethic o f public service. The position is a privilege, a 
burden and a duly -  and, for Gov. Murkowski at this moment, an exercise in governing wisely. Finding a new 
attorney general who radiates public trust and good judgment -  and who can do so without breaking a sweat -  is 
job one.

BOT TOM LINE: Gregg Renkes did the r:ght thing by resigning Saturday; now the focus is on the governor to find 
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Anchorage Dally News

L e g i s l a t u r e  c o n s i d e r s  c h a n g e s  t o  e t h i c s  l a w s
STOCK OW NERSH IP : Bills being deba ted  in com m ittee .
By MATT VOLZ 
The Associated Press

(Published: April 27, 2005)

JUNcAU -- Proposed changes to Alaska's ethics laws were heard Tuesday in House and Senate 
committees, as lawmakers work to close holes in the statutes revealed by an investigation into 
former attc. ney general Gregg Renkes.

Companion bills by Sen. Hollis French, D-Anchorage, and Rep. Les Gara, D-Anchorage, would 
establish a "bright line" limit of $5,000 or 1 percent stock ownership in a company that a public 
employee can own and still work on a state matter involving that company. Gara's bill was bumped 
up to a *10,000 limit in committee.

Two other bills by Sen. Ra'Dh Seekins, R-Fairbanks, draw the line at $10,000 or 1 percent, but 
make several other changes to both the executive and legislative ethics laws. Among those 
changes, Seekins proposes charging anybody who talks about an ethics complaint that has been 
filed or will be filed with a misdemeanor.

Renkes owned between $71,880 and $124,680 in KFx Inc. stock when he was working on a coal 
deal between Taiwan and Alaska that included using a coal-drying process patented by KFx.

Former U.S. Attorney Robert Bundy, hired by Gov. Frank Murkowski's office to investigate the 
conflict of interest allegations against Renkes, found that Alaska law did not say how much was too 
much stock ownership to be considered a conflict. Bundy, using an old attorney general's opinion, 
concluded Renkes' holdings did not cross the line.

Renkes resigned in February amid continuing allegations of wrongdoing.

All the bills heard Tuesday are meant to define what Bundy found lacking in the law. Seekins' and 
French's bills were heard together in the Senate State Affairs Committee, Gara's in the House State 
Affairs Committee.

In the House committee, finding that line proved to be problematic. After the original proposal of a 
$5,000 limit, subsequent proposals <">f $50,000, $40,000 and $35,000 were rejected before the 
committee settled on raising it to $10,000.

In the Senate, questions were directed toward Seekins' confidentiality restrictions. Seekins and 
State Affairs Chairman Gene Therriault, R-North Pole, compared the changes to a grand jury 
hearing.

If probable cause is found, the matter is released to the public. If not, it remains confidential, they 
said.

None of the bills moved from committee.
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Therefore, I  have conc luded tha t there is p ro b a b le  cause to  believe tha t the 

fo rm e r  A tto rn e y  G enera l's  ow nersh ip  o f  stock in  KFx, ra n g in g  in  va lue f ro m  $71,880 to  

$124,680, was a s ig n ific a n t f in a n c ia l in te rest in  the A la ska /T a iw a n  co a l negotiations  

between A laska  and  the R epub lic  o f  C h ina  w ith in  the m eaning o f  Section  

39 .52 .110(b)( I )  o f  the E th ics Act.

T h is  h a s  n o t  b e e n  a n  e a s y  d e c is io n  b e c a u s e  o f  th e  a b s e n c e  o f  c le a r  g u id a n c e  in  

th e  A la s k a  E th ic s  A c t  a n d  th e  r e g u la t io n s  in te r p r e t in g  i t .  T h e  f a c t  th a t  a n o th e r  w e ll-  

r e s p e c te d  la w y e r  h a s  r e a c h e d  a  d i f f e r e n t  c o n c lu s io n  d e m o n s t r a t e s  th a t  r e a s o n a b le  m in d s  

c a n  d i f f e r  a b o u t  th e  a p p l ic a t io n  o f  th e  A c t  to  th e  f a c ts  h e r e .  T h e r e f o r e ,  I j o in  

M r. B u n d y  in  r e c o m m e n d in g  th a t  th e  L e g is la tu r e  s e r io u s ly  c o n s id e r  a m e n d in g  th e  

E th ic s  A c t  b y  s e t t in g  s p e c i f ic  d o l la r  a m o u n ts  o f  s to c k  in  p u b l i c ly  h e ld  c o m p a n ie s  th a t

w ill b e  t r e a te d  a s  s ig n i f ic a n t  f o r  p u r p o s e s  o f  th e  c o n f l i c t  o f  in te r e s t  p r o v is io n s  in  th e

I a ls o  w a n t  to  s t r e s s  th a t  th is  c o n c lu s io n  is  n o t  t a n ta m o u n t  to  a  f in d in g  th a t

R e n k e s  v io la te d  th e  E th ic s  A c t ,  b e c a u s e  (1 )  th e  c o n c lu s io n  th a t  R e n k e s ’ K F x , In c . s to c k  

o w n e r s h ip  w a s  s ig n i f ic a n t  w o u ld  n o t  b y  i t s e l f  e n a b le  a  f in d in g  o r  c o n c lu s io n  th a t  he  

v io la te d  th e  E th ic s  A c t ,  a n d  ( 2 )  R e n k e s  h a s  o th e r  d e f e n s e s  to  th e  c h a r g e s  in  th e  

c o m p la in t  w h ic h  th e  B o a r d  h a s  n o t  d e te r m in e d  o n  th e i r  m e r i ts .  B e f o r e  a  f in d in g  o f  a 

v io la t io n  c o u ld  h a v e  b e e n  m a d e , I w o u ld  h a v e  h a d  to  ( 1 )  c o m p le te  a n  in d e p e n d e n t  

in v e s t ig a t io n  (A S  3 9 .5 2 .3 1 0 ( g ) ) ,  (2 )  c o n c lu d e  th a t  th e re  w a s  p r o b a b le  c a u s e  to  b e lie v e  

th a t  a  v io la t io n  h a d  b e e n  c o m m it te d  a n d  is s u e  a  fo rm a l  c o m p la in t  ( A S  3 9 .5 2 .3 5 0 ) ,  (3 )  

p r e s e n t  th e  e v id e n c e  in  a  h e a r in g  b e f o r e  a n  in d e p e n d e n t  h e a r in g  o f f ic e r ,  d u r in g  w h ic h  

R e n k e s  w o u ld  h a v e  th e  o p p o r tu n i ty  to  d e f e n d  h im s e l f  (A S  3 9 .5 2 .3 6 0 ) ,  (4 )  th e  h e a r in g

f i l t i ?  ^  c y '  c s c u i t e

Thomas M. Daniel, Esq.
Perkins Coie LLP

Page 23 of 24 1029 West Third Avenue, Suite 300
A n c h o r a g e ,  A la s k a  9 9 5 0 1
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8:33:06 AM

REPRESENTATIVE LYNN moved Conceptual Amendment 1, which read 
follows [original punctuation provided]:

Any statr -employce convicted of violating a conflict 
of interest law, may be liable for reimbursement to 
the state for the cost of the investigation of the 
complaint, in addition to any other fines imposed by 
an administrative or judicial process.

8:33:59 AM

REPRESENTATIVE GARDNER objected to point out that Conceptual 
Amendment 1 uses the phrase "state employee" while the language 
in the bill is "public officer".

8:34:09 AM

REPRESENTATIVE GARDNER moved an amendment to Conceptual 
Amendment 1, as follows:

VICE CHAIR GATTO asked if there was any objection to the 
amendment to Conceptual Amendment 1. There being none, the 
amendment to Conceptual Amendment 1 was adopted.

8:34:31 AM

REPRESENTATIVE GRUENBERG stated his support of Conceptual 
Amendment 1 [as amended]. He asked Representative Gara if the 
word "convicted" is the appropriate word to use.

8:34:59 AM

REPRESENTATIVE GARA said he thinks it's a fair not to impose a 
penalty on the person unless it's clear he/she "did something
wrong."

8:35:44 AM

Delete "state employee 
Insert "public officer"

REPRESENTATIVE GRUENBERG asked if the term "investigation" would 
also include prosecution.



REPRESENTATIVE GARA responded, "If I were a judge I would say it 
did."

8:36:13 AM

REPRESENTATIVE GRUENBERG asked if "any other fines" would be 
broad enough. He mentioned civil penalties.

8:3631 AM

REPRESENTATIVE GARA stated that a penalty is a fine.

8:36:39 AM

REPRESENTATIVE GARDNER withdrew her objection [to Conceptual 
Amendment 1, as amended].

8:36:49 AM

VICE CHAIR GATTO asked if there was any further objection [to 
Conceptual Amendment 1, as amended]. There being none, it was 
so ordered.
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8:58:26 AM

REPRESENTATIVE GRUENBERG moved Amendment 4. as follows:

v Page 2, line 9:
Delete "$5,000"
Insert "$10,000"

The committee took an at-ease from 8:59:37 AM to 9:00:59 AM .

9:01:42 AM

REPRESENTATIVE GRUENBERG restated Amendment 4.

9:02:03 AM

REPRESENTATIVE RAMRAS objected to Amendment 4.

REPRESENTATIVE RAMRAS moved an amendment to Amendment 4, to 
change "$10,000" to "$35,000".

VICE CHAIR GATTO objected to the amendment to Amendment 4.

A roll call vole was taken. Representatives Elkins and Ramras 
voted in favor of the amendment to Amendment 4. Representatives 
Lynn, Gardner. Grucnberg, and Gatto voted against it.
Therefore, the amendment tc Amendment 4 failed by a vote of 2-4.

9:03:37 AM

REPRESENTATIVE RAMRAS maintained his objection to Amendment 4. 
He said that if $10,000 is too low now, ten years from now, with 
inflation, it really will be too low. He reiterated his 
previous com m ents regarding attracting high quality talent.

9:05:36 AM

REPRESENTATIVE LYNN reiterated that he agrees there is a need to 
attract and retain talented (public officers], but said, "Talent 
needs to include ... ethics."

9:05:52 AM

REPRESENTATIVE GARDNER concurred [with Repiesentative Lynn]. 
She em phasized the importance of discouraging participation out 
of self-interest, and encouraging participation for the public



good.

9:06:12 AM

VICE CHAIR GATTO stressed the importance o f counting public 
perception, which currently may be that "we might be ... 
straying a little bit beyond the bar."

9:06:31 AM

REPRESENTATIVE LYNN stated his support of [Amendment 4].

9:06:56 AM

A roll call vote was taken. Representatives Lynn, Gardner. 
Gruenberg, and Gatto voted in favor of Amendment 4. 
Representatives Ramras and Elkins voted against it. Therefore, 
Amendment 4 passed by a vote of 4-2.
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9:09:24  A M

VICE CHAIR GATTO moved Amendment 5, follows:

Page 2, line 9.
Between "$5,000" and 

Delete "o r one percent of the to tal value o f the 
business, w hichever is less"

9:11:31 AM

REPRESENTATIVE RAMRAS withdrew his objection to Amendment 5.

VICE CHAIR GATTO asked if there was any further objection to 
Amendment 5. There being none. Amendment 5 was adopted.
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February 17, 2005

The Honorable Frank Murkowski
Governor
State of Alaska
P.O. Box 110001
Juneau, Alaska 99011-0001

Re Proposed Revisions to the Code of Ethics 

Dear Governor Murkowski:

Thank you for asking us to propose improvements to the Code of Ethics to better provide 
guidance on those issues raised by our investigation. Building upon our research and 
investigation in the Renkes matter, we have reviewed the statutory schemes from a variety of 
states. Although no language from any one state's statutory scheme addresses completely the 
issues w* see, we started with language and ideas from several different statutes as the basis 
for our proposed revisions.

First, we would add language to AS 39.52.110 to clarify when a public officer's interest in 
a specific matter is insignificant. As was the case in the Renkes matter, a public officer's 
interest in a specific matter may derive from that officer s interest in a corporation or other 
organization. We believe the following language would provide additional guidance and 
direction for evaluating the significance of such interests.

(c) For purposes . i  section (b)(1), a public officer's personal or 
financial interest in a matter is not insignificant if a business entity 
may realize a reasonably foreseeable material benefit or detriment 
as a result of the action of the official, and the public officer—

(1) has a controlling interest in the business entity:

(2) owns more than one percent (1%) of the voting and/or 
equity interest in the business entity;

(3) owns more than 510,000 of the fair market value of the 
business entity;

(4) is a member of the board of directors or other 
governing board of the business entity;

DORSEY 4 WHITNCY LIP • WvYv; OORSEY COM • T 207 37fi 4557 • F 9 0 72 76  *1152 
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(5) sen/ee ee an elected officer of the business entity; or

(6) is an employee of the business entity.

Thus, if an officer has an interest In, or relationship with, a business entity, he or she 
must determine whether that business entity has a material interest in the matter. We do not 
recommend attempting to define -material.* Materiality is a well-recognized legal concept that 
allows for the myriad of situations encountered In the real world.

This language would best fit in subsection (c) to AS 39.52. P 0 . The current subsection
(c) would then become subsection (d). We have attached a red-lined version of this statute 
showing our suggested changes.

Second, we recommand further clarifying the exception for 'large class of persons to 
which the public officer belongs' in subseclion (b)(1). Mirroring the language used in the 
Legislative Ethics Act. AS  24.60.990(b)(1), we would add 'as a member of a profession, 
occupation, industry, or region* to the end of this subsection such that it would read:

(b) Unethical conduct is prohibited, but there is no substantial 
impropriety If, as to a specific matter, a public officer's

(1) personal or financial interest in the matter is 
insignificant, or of a type that is possessed generally by the public 
or a large class of persons to which the public officer belongs as a 
member of a profession, occupation, industry, or region;

Thank you for the opportunity to provide our proposed revisions to you. '’ lease do not 
he3,tate to call if you have any questions or concerns. Of course, at your direction, we will make 
our research on these issues available to any 6tate agency working ori this matter.

The Honorable Frank Murkowski
February 17,2005
Page 2
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(907 ) 465-3867 or 465-2450
FAX (907 ) 465-2029
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENC f 

STATF OF ALASKA State Capitol
Juneau. Alaska 99801-1182

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M January 24, 2006

SUBJECT: Adding costs as a penalty, raising the allowable interest in a 
business to $10,000, in HSTA CS for HB 194 
(Work Order No. 24-LS0702\G)

TO:

FROM:

Representative Paul Seaton 
Attn: Louie Flora

Dan W a y n e ^ X y u A  J  
Legislative Counsel

I am preparing a new CS as you requested by fax today. Because "Amendment #1" is a 
conceptual amendment, 1 took some license with the wording. Placement of the 
amendment was left open and I put it where it made the most sense to me, in the penalty 
section of the Executive Branch Ethics Act. Since the bill involves only the Executive 
Branch Ethics Act I kept it that way by tightening up the language to clarify the terms 
"law" and "ethics law" in particular.

Please advise.

DCW:Ijw 
06-024. ljw

Enclosure
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867 Alaska Executive B ranch Ethics Act § 39.52.010

NOTES TO  D EC IS IO N S

Pu rp o se  o f  the C on flic t o f  In te re s t law  is to 
bring to light a ll conflicts — actual and potential. 
Falcon v. A laska Pub. Offices Comro'n, 570 P.2d 469 
(Alaska 1977).

P a t ie n t o f  a physic ian  is a c lien t fo r  m edical 
se rv ices and fa lls  within the scope o f this chapter. 
Faicon v. Alaska Pub. Offices Conun’n. 570 P.2d 469 
(Alaska 1977).

And sou rce  o f  incom e. — The Conflict o f Interest

law encompasses a physician's individual patients as 
sources o f income. Falcon v. A laska Pub. Offices 
Comm’n, 570 P.2d 469 (Alaska 1977).

E lec ted  o ffic ia l. — AS 39.50 does not define 
“elected officia l' in its definitions section, 
AS 39.50.200, but a successful legislative candidate is 
an elected official as that term is used in 
AS 39.50.060(b). Grimm v Wagoner, 77 P.3d 423 
(A laska 2003).

C h a p t e r  5 1 .  I n c e n t i v e  A w a r d  P r o g r a m  a n d  
M i s c e l l a n e o u s  P r o v i s i o n s .

Sec. 39.51.010 Misuse of confidential information. [Repealed, § 21 ch 166 SLA 1978. For current law see AS 12.56.860.J
Secs. 39.51.020, 39.51.030. [Renumbered as AS 39.80.010 and 39.90.020.)
Secs. 39.51.110 —  39.51.200. Incentive awards program. [Repealed, § 3 ch 60 SLA 1989.)

C h a p t e r  5 2 .  A l a s k a  E x e c u t i v e  B r a n c h  E t h i c s  A c t .

A rtic le
1. Declarations (§ 39 52.010)
2. Code o f Ethics (§{ 39.52.110 -  39.o2.190)
3. Disclosure and Action to Prevent Violations (§§ 39.52.210 — 39.52.270)
4 Compiainta; Hearing Procedures (§§ 39.52.310 — 39.52.390)
5. Enforcement; Remedies (§§ 39.52.410 — 39.52 460)
6. General Provisions (§§ 39.52.910 — 39.52 960)

C ross re fe ren ces . — For additional laws on con­
flict o f interest, see AS 39.50.

A dm in is tra tiv e  Code. — For executive branch 
code o f ethics, see 9 AAC 52.

NOTES TO D EC IS IO N S

Scope. — This chapter concerns ethical violations 
by employees of the state executive branch, including 
state agencies, boards and commissions. Gates v. City 
o f Tbnakee Springs. 822 P.2d 455 (Alaska 1991).

No cause o f  a c tion . — Property owner, who a l­
leged that city officials misused city and state funds in

connection with the removal o f an encroachment from 
her propei :y, had no cause o f action, where there was 
no allegation that the officials were acting in any state 
executive capacity. Gates v. Citv o f Tenakee Springs, 
822 P.2d 455 (Alaska 1991).

A rtic le  1. D ec la ra tion s .
Section
10. Declaration o f policy

Sec. 3 9 .5 2 .0 1 0 . D e c la ra t io n  o f  p o lic y , (a ) I t  is declared that
(1 ) high m ora l and ethical standards among public officers in the executive branch are 

essentia l to assure the trust, respect, and confidence o f the people o f  th is state;
(2 ) a code o f  ethics fo r the guidance o f public officers w ill
(A ) discourage those officers from  acting upon persona l o r financia l interests in the 

performance o f th e ir public responsibilities;
(B ) improve standards o f public service; and
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(C) promote and strengthen the faith and confidence of the people of this state in their 
public officers;

(3) holding public office or employment is a public trust and that as one rafeguard of 
that trust, the people require public officers to adhere to a code of ethics;

(4) a fair and open government requires that executive branch public officers conduct 
the public’s business in a manner that preserves the integrity of the governmental 
process and avoids conflicts of interest;

(5) in order for the rules governing conduct to be respected both during and after 
leaving public service, the code of ethics roust be administered fairly witnout bias or 
favoritism;

(6) no code of conduct, however comprehensive, can anticipate all situations in which 
violations may occur nor can it prescribe behaviors that are appropriate to every 
situation; in addition, laws and regulations regarding ethical responsibilities cannot 
legislate morality, eradicate corruption, or eliminate bad judgment; and

(7) compliance with a code of ethics is an individual responsibility; thus all who serve 
the state have a solemn responsibility to avoid Improper conduct and prevent improper 
behavior by colleagues and subordinates.

(b) The legislature declares that it is the policy of the state, when a public employee is 
appointed to serve on a state board or commission, that the holding of such offices does 
not constitute the holding of incompatible offices unless expressly prohibited by the 
Alaska Constitution, this chapter and any opinions or decisions rendered under it, or 
another statute. (§ 1 ch 87 SLA 1986; am § 80 ch 74 SLA 1998)

E ffect o f  am endm ent*. — The 1998 amendmer.t, 
effective January 1, 1999, in subsection (a l rewrote 
paragraphs (1 )J3 ) and added paragraphs (4M7).

A rtic le  2. C ode o f  E th ics .
Section
110 Scope o f code
120. Misuse o f official position
130. Improper gifts
140. Improper use or disclosure o f information 
150. Improper influence in state grants, contracts, 

leases, or loans

Section
160. Improper representation 
170. Outside employment restricted 
180. restrictions on employment after leaving state 

»ervice
190. Aiding a violation prohibited

A dm in is tra tive  Code. — For executive branch 
code o f ethics, see 9 AAC 52.

Sec. 39.52.110. Scope of code, (a) The legislature reaffirms that each public officer 
holds office as a public trust, and any effort to benefit a personal or financial interest 
through official action is a violation of that trust. In addition, the legislature finds that, 
so long as it does not interfere with the full and faithful discharge of an officer’s public 
duties and responsibilities, this chapter does not prevent an officer from following other 
independent pursuits. The legislature further recognizes that

(1) in a representative democracy, the representatives are drawn from society and, 
therefore, cannot and should not be without personal and financial interests in the 
decisions and policies of government;

(2) people who serve as public officers retain their rights to interests of a personal or 
financial nature; and

(3) standards of ethical conduct for members of the executive branch need to distin­
guish between those miner and inconsequential conflicts that are unavoidable in a free 
society, and those conflicts of interests that are substantial and material.

(b) Unethical condu 
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(1) personal or fina 
possessed generally bj 
belongs; or

(2) action or influen
(c) The attorney get 

board must be guided I 
ch 87 SLA 1986)

869

S ign ificance  o f  pereona
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(b ) Uneth ica l conduct is prohibited, but there is no substan tia l im propriety if, as to a 
specific m atter, a public officer’s

(1 ) personal or financia l in terest in the m atte r is insignificant, o r o f a type th a t is 
possessed genera lly  by the public o r a la rge class o f persons to which the public officer 
belongs; or

(2 ) action o r influence would have insignificant or con jectura l effect on the matter.
(c) The atto rney general, designated supervisors, hearing officers, and the personnel 

board must be guided by th is section when issuing opinions and reaching decisions. (§ 1 
ch 87 SLA  1986)

NOTES TO  D E C I8 IO N 8

S ign ificance o f  p e rsona l o r  fin anc ia l in te re s t, minimum security prisoners to a bidder for whom she
— Substantioi evidence supported the hearing offic- had served as vice-president o f operations. K1LA, Inc.
e r ’s findings that Department o f Corrections’ official v State, Dep't o f Admin., 876 P.2d 1102 (Alaska 1994).
had neither a personal nor a financial interest in the C ited  in Gates v, City o f Tenakee Springs, 822 P.2d
awarding o f a contract concerning the housing o f 455 (Alaska 1991).

Sec . 3 9 .5 2 .1 2 0 . M isu se  o f  o f f ic ia l p o s it io n , (a ) A public officer may not use, or 
attem pt to use, an official position fo r personal gain, and may not in ten tiona lly  secure o r 
g ran t unw arran ted benefits o r treatm ent fo r any person.

(b) A public officer may not
(1 ) seek other employment or contracts th rough the use o r attempted use o f officia l 

position;
(2 ) accept, receive, or solicit compensation fo r the perform ance o f  official duties o r 

responsib ilities from  a person other than the state;
(3 ) use state time, property, equipment, or o ther facilities to benefit persona l o r 

financia l in terests;
(4 ) take or w ithhold official action in order to affect a m atte r in which the public officer 

has a persona l o r financial interest;
(5 ) attempt to benefit a personal o r financia l in terest th rough coercion o f  a subord inate 

o r require another public officer to perform  sendees fo r the p rivate benefit o f the public 
officer a t any time; or

(6 ) use or au thorize the use o f state funds, facilities, equipment, services, o r another 
government asset or resource for pa rtisan politica l purposes; th is paragraph does no t 
prohibit use o f the governor’s residence fo r meetings to discuss po litica l strategy and does 
not prohibit use o f  the communications equipment in  the governo r’s residence so long as 
there is no special charge to the state fo r the use; in th is parag raph , “ fo r pa rtisan po litica l 
purposes"

(A) means having the in tent to d iffe ren tia lly  benefit o r harm  a
(i) candidate o r potential candidate fo r elective office; o r
(ii) po litica l pa rty  o r group;
(B ) but does not include having the intent to benefit the public interest a t la rg e  

th rough the norm al performance o f official duties.
(c) In  addition to other provisions o f  th is section, a public officer who is a member o f the 

Board o f F isheries or the Board o f Game may not act on a m atte r before the board i f  the 
public officer has not disclosed in the m anner set out in AS 39 .52 .220  a ll personal o r  
financial in terests in a business or organ ization re la ting  to fish o r game resources.

(d ) In  th is section, when determ ining whether a public officer is considered to be 
perform ing a task on government time, the attorney genera l and personnel board sh a ll 
consider the public officer’s w ork schedule as set by the public officer’s immediate 
supervisor, i f  any. A public officer other than the governor and lieu tenant governor who, 
du ring the w ork days, engages in po litica l campaign activities other than m inor, 
inconsequential, and unavoidable campaign activities sha ll take approved leave fo r the 
period o f campaigning.
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es FO R  HOUSE BILL NO. 201(STA)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TW ENTY-FOURTH LEGISLATURE - FIRST SESSION

B Y  T H E  H O USE  ST A T E  A F F A IR S  C O M M IT T E E

O ffe re d :
R e fe rre d :

S p on so r(s ): R E P R E S E N T A T IV E S  C I IE N A U L T , Karn ras, E lk in s

A BILL 

FO R  AN ACT E N T IT L E D  

"A n Act relating to an  app lica tion  for a perm anent fund dividend for a m em ber o f the 

arm ed  forces o f the U nited S tates s-rv ing  on active duty  outside of the s ta te  w ho is 

eligible fo r hostile fire  o r im m inen t danger pay; and p rovid ing  fo r an effective dale."

BE IT EN A CTED  BY T H E  LEG ISLA TU R E O F T H E  STA TE O F  ALASKA:

* Section 1. AS 43.23.011 is amended by adding a new subsection to read:

(d) An individual may. under (a) - (c) o f  this section, complete, sign, and file 

an application on behalf o f  a member of the armed forces o f  the United States who is 

serving on active duty outside o f the United States if  the

(1) individual has a power o f attorney from the member o f  the armed 

forces that authorizes, in specific or general terms, the individual to file that 

application; and

(2) member o f the armed forces is eligible dicing the application 

period under (a) o f  this section for hostile fire or im minent danger pay.

* Sec. 2. This Act takes effect January 1, 2006.

-1-
New T ex t  U nderlined  (DELETED TEXT BRACKETED)

CSHB 201(STA)



March 29, 2005

The Honorable Paul Seaton. Chair 
House State Affairs Committee 
Stale Capitol 
Juneau. AK 99801

Dear Representative Seaton:

During today’s House State Affairs meeting on HB 2 0 1 ,1 offered to provide language 
that would limit the scope of the bill to military receiving hostile fire or imminent danger 
pay. That change, patterned on the language in AS 43 .23 .011, would be as follows:

Section 1. AS 43.23.015. line 10; insert the w ords... “during the 
dividend application period for hostile fire or imminent danger pay
while” ...

1'he new provision would then read: A n  in d iv id u a l  m ay  
c o m p le te ,  s ig n ,  a n d  file a n  a p p l i c a t i o n  o n  b e h a l f  o f ; , m e m b e r  
o f  t h e  a r m e d  fo rc e s  o f  t h e  U n i te d  S ta te s  w h o  is e l ig ib le  d u r i n g  
th e  d i v id e n d  a p p l i c a t io n  p e r io d  fo r  h o s t i le  f i r e  or im m in e n t  
d a n  t ie r  p a y  w h ile  s e r v in g  o n  a c t iv e  d u t y  o u t s id < o f  th e  U n ited  
S ta te s  if  th e  in d iv id u a l  h a s  a  p o w e r  o f  a t t o r n e y  f r o m  th e  
m e m b e r  o f  th e  a r m e d  fo rc e s  t h a t  a u t h o r i z e s  in sp ec if ic  o r  
g e n e ra l  t e r m s ,  th e  i n d iv id u a l  to  File t h a t  a p p l i c a t io n .

I am gathering the information you requested about individuals who we have heard were 
adversely affected in applying for the 2005 dividend because of their military assignment. 
I hope to have that over to the committee tomorrow.

In that same hearing today there was testimony by legislative staff that a fraud tip had 
been given to the PFD and that the PFD had done nothing to investigate the case. I have 
researched ihat case and while the details are confidential, would like the committee to 
know the following: PFD received an anonymous fraud tip on October 22, 2004 stating 
that the individual had moved out of state in September 2004. The individual’s file was 
flagged for further investigation if a 2005 application should be received. In February 
2005, we received another fraud tip including the same information. The second fraud tip 
was noted in the individual’s file. To date, no 2005 application has been received. To
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B Y  T H E  H O USE  S T A T E  A F F A IR S  C O M M IT T E E

O ffe re d :
Referred:
Spon so r(s ): R E P R E S E N T A T IV E S  C H E N A U LT , R am ras, E lk ins

M

A BILL 

FOR AN ACT E N T IT L E D

1 || "A n Act rela ting  to an  app lication  for a perm anen t fund  dividend for a m em ber of the

2 || a rm ed  forces of the U nited S tates serving on active duty  outside of the s ta te  who is

3 || eligible for hostile fire o r  im m inent danger pay; and p rov id ing  for an effective da te ."
I

BE IT  EN A CTED  BY T H E  LE G ISLA TU R E OF T H E  ST A T E  OF ALASKA:

5 || * Section L AS 43.23.011 is amended by adding a new subsection to read:

6 || (d ) An in d iv id u a l m ay , under (a ) - (c )  o f  th is section , com p lete , sign , and f i le
7 || an application on behalf o f  a member o f the armed forces o f  the United States who is

8 || serving on active duty outside o f the United States if  the

9 || ( 1 )  ind iv idua l has a pow er o f  a tto rney  from  the m em ber o f  the armed
10 || forces that authorizes, in specific or general terms, the individual to file that

11 II application; and

12 (2) member o f  the armed forces is eligible during the application
!i ,

13 || period under (a) o f  this section for hostile fire or im minent danger pay.

14 || * Sec. 2. This A ct takes effect January 1, 20U6.

L
-1-

New Text U nderlined  [DELETED TEXT BRACKETED]
CSHB 201(STA)





March 29, 2005

The Honorable Paul Seaton, Chair 
House State Affairs C om nv'tee 
State Capitol 
Juneau, AK 99801

Dear Representative Seaton:

During today’s Houst S'ate Affairs meeting on HB 201,1 offered to provide language 
that would limit the scope of the bill to military receiving hostile fire or imminent danger 
pay. That change, patterned on the language in AS 43.23.011, would be as follows:

Section 1. AS 43.23.015. line 10; insert the w ords... “during the 
dividend application period for hostile fire or imminent danger pay 
w hile” ...

The new provision would then read: An individual may 
com plete, sign, and  file an application  on behalf of a m em ber 
of the  a rm ed  forces o f the U nited S tates who is eligible d u rin g  
the d ividend app lication  period for hostile tire o r  im m inent 
d an g e r pay while serving on active duty  outside of the United 
S ta tes  if th e  individual has a  pow er o f a tto rney  fro m the 
m em ber o f the arm ed  forces th a t au thorizes, in specific o r 
general te rm s, th e  individual to file tha t application.

1 am gathering the information you requested about individuals who we have heard were 
adversely affected in applying for the 2005 dividend because of their military assignment. 
I hope to have that over to the committee tomorrow.

In that same hearing today there was testimony by legislative staff that a fraud tip had 
been given to the PFD and that the PFD had done nothing to investigate the case. 1 have 
researched that case and while the details are confidential, 1 would like the committee to 
know the following: PFD received an anonymous fraud tip on October 22, 2004 stating 
that the individual had moved out of state in September 2004. The individual’s file was 
flagged for further investigation if a 2005 application should be received. In February 
2005, we received another fraud tip including the same information. The second fraud tip 
was noted in the individual’s file. To date, no 2005 application has been received. To



Representative Paul Seaton
March 29, 20 0 5
Page 2

date, the individual has com m itted no known fraud. However, if an application 
received, the case will be fully investigated and prosecuted if appropriate.

If you have any questions, please let me know.

Sincerely,

Sharon Barton 
Director

cc: Representative Mike Chenault
Jerry Burnett, DOR Legislative Liaison 
Tom Boutin, DOR Deputy Commissioner
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Sponsor Statement

HB 201 “An act relating to an application for a permanent fund dividend for a 
member o f  the armed services o f the United States serving on active duty outside the 
state of A laska”

The purpose o f this bill is to permit the person who has power of attorney for an 
individual who is serving on active duty with .he United States armed services outside the 
state of Alaska to sign and file a permanent fund application for said individual.

Rcpresentetivc_Mikc_Chenault@lcgis.stutc.ak. us

mailto:Rcpresentetivc_Mikc_Chenault@lcgis.stutc.ak
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(907 ) 465 -3867  or 465 -2450
FAX (907 ) 465-2029
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol
Juneau, Alaska 99801-1182

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M March 9, 2005

SUBJECT:

TO:

FROM:

Permanent fund dividends for members of the armed forces; 
sectional summary (HB 201)

Representative Mike Chenault,
Co-chair, House Finance Committee 
Attn: Erich DeLand

Tamara Brandt Cook 
Director ^

Sec. 1. Permits another person to complete and file a permanent fund dividend 
application for a member of the United States armed forces who is serving outside of the 
country. The person must have a power of attorney from the member of the armed forces 
that authorizes the person to file the application.

Sec. 2. The effective date is January 1, 2006. the day before the beginning of the filing 
period for 2006 permanent fund dividend applications.

TBC.med
05-166.m ed

S  e .c+ i'o r\*-l



F I S C A L  N O T E

S T A T E  O F  A LA SK A
2005 L E G IS L A T IV E  SESSIO N

Revision Date/Time (Note if correction):
Title Perm Fund Dividend Apps of Military

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

HB 201

Revenue

Sponsor
Requester

Chenault

Dept. Affected:
| R D U ____________________________
Component Permanent Fund Dividend

Revenue Programs & Support

E x p e n d itu r e s /R e v e n u e s

Component No. 

( T h o u s a n d s  o f  D o l l a r s )

981

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Sen/ices
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 I I I

CHANGE IN REVENUES ( )

FUND SO URCE (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 u.o 0.0 0.0 0.0

E stim a te  o f a n y  c u rre n t y ea r (FY2005) co s t: 0.0
C heck  th is  box  (X) if fu nd ing  fo r th is  bill is in c lu d ed  in th e  G o v ern o r’s  FY 2006 b u d g e t p ro p o sa l:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

H B  2 0 1  w o u l d  a l l o w  a  p o w e r  o f  a t t o r n e y  t o  c o m p l e t e ,  s i g n  a n d  f i l e  a n  a p p l i c a t i o n  f o r  a  m i l i t a r y  m e m b e r  

s t a t i o n e d  o u t s i d e  o f  t h e  U S . .  A  t o t a l  o f  6 . 2 0 5  a p p l i c a n t s  c l a i m e d  a  m i l i t a r y  a b s e n c e  f r o m  t h e  s t a t e  i n  2 0 0 4 .  

T h e  P F D  d o e s  n o t  t r a c k  h o w  m a n y  o f  t h e s e  i n d i v i d u a l s  w e r e  s t a t i o n e d  o u t s i d e  t h e  U S .  T h e  b i l l  w o u l d  n o t  

r e s u l t  i n  a n y  s i g n i f i c a n t  i n c r e a s e d  c o s t  f o r  p r o c e s s i n g  P F D  a p p l i c a t i o n s .

Prepared by:
Division
Approved by:
Agency

Sharon Barton Phone 907-465-4785
Permanent Fund Dividend Date/Time 3/16/05 1:21 F'M

Date 3/16'',’00 r

(Rovaed9/23/2004 OMBI P a g e  1 o f 1



E r i c h  D e l a n d

S u b je c t :

S en t
T o :
Cc :

F rom : Linda Zimmerman [Izimmerman@kpbsd.k12.ak.us] 
Tuesday, March 15, 2005 10:24 PM 
Erich Deland
troy.zimmernan <S> us.army.mil 
HB 201 testimonial

Erich,

U n f o r t un a t e l y ,  I w i l l  be u n a b l e  to a t t e n d  the t e l e c o n f e r e n c e  r e g a r d i n g  HB
201 on T h u r s d a y ,  M a r c h  17. :-( I h a v e  p r e p a r e d  a s t a t e m e n t  to be r e a d  & k n o w  that it w o u l d
h ave a b i g g e r  impact if I was to speak. B e i n g  a teacher m a k e s  it d i f f i c u l t  for m e  to be
p r e s e nt  at the time. T h a n k  you for all yo u  h a v e  done & all that Rep. Ch -nault has d o n e
w ith this situa t i o n .  I p r a y  that HB 201 get s pa. ,ed quickly!

My n a n n  is L i n d a  Zimmerman. I a m  a t e a c h e r  on the Kenai Peninsula. M y  husband, Troy, is a 
H i s t o r y  & S p a n i s h  t e ac h e r  at the local hig h  school in the town of Nikiski. W e  h a v e  3 y o u n g  
c hildren. M y  h u s b a n d  is al s o  an A l a s k a  Natl. Guar d s m a n .  M y  h u s b a n d  has b e e n  in the Natl. 
G u a r d s  for 21 years! A l t h o u g h  he c o u l d  hav e  r e t i r e d  in F e b ru a r y  2004 a ft e r  r e c e i v i n g  his 
20 y e a r  letter, h e  d e c i d e d  to s i g n  on for m o r e  ye a r s  to serve his country.

On O c t o b e r  2004, our w o r l d  w a s  t o t a l l y  tu r n e d  u p si d e  down. My h u s b a n d  was b e i n g  d e p l o y e d  4
w o u l d  be o v e r s e a s  for 12 to 18 m o n t h s  s e r v i n g  his c o u n t r y  w i t h  the Army. N e v e r  in a 
m i l l i o n  y e a r s  d i d  I ever t hink this w o u l d  h a p p e n  to m y  family. T h e r e  w e r e  a lot of 
e m o t i o n s  that w e  wen t  thro u g h  i n i t i a l l y  & still are g o i n g  through. It has b e e n  a 
r o l l e r c o a s t e r  of emotions, d i s a p p o i n t m e n t s  & f r u s t r a t i o n s .

One of t h o s e  f r u s t r a t i o n s  w a s  in J a n u a r y  2005 w h e n  I got a call from m y  h u s b a n d  & he
i n f o r m e d  m e  he w o u l d  be h e a d i n g  "out" soon. I p i c k e d  up m y  Pe rmanent D i v i d e n  Fun d
a p p l i c a t i o n  p a c k e t  Sc a s k e d  h i m to n e l p  me fill out his sc I c o u l d  submit it w i t h  the 
G e n e r a l  Po w e r  of A t t o r n e y  I had. I wa s  told that if I did it o n l i n e  it w o u l d  b e  easy. The 
p r o c e s s  w a s  a n y t h i n g  BU T  easy! I was told v i a  email that,

"Despire the fact that yo u m a y  ha v e  a Power of A t t o r n e y  for you r  husband, he  is still 
p h y s i c a l l y  a b l e  to sig n his own a p p l ication. He will have to sig n  b e f o r e  he will receive 
his 2005 div i d e nd .  W h e n  the a p p l i c a t i o n  is processed, it w ill go t h r o u g h  the intial r e v i e w  
stage, a n d  y o u r  h u s o a r d  will be m a i l e d  a letter r e q u e s t i n g  his signature. If yo u  are in 
cont a c t  w i t h  y o u r  husbai 1 a n d  h e  c a n  sign the a p p l i c a t i o n  an d get it USP S  p o s t m a r k e d  back 
to us by M a r c h  31, 2005, y o u  m a y  w ant to do that. Or, ”ou can mail in the a p p l i c a t i o n  and 
we w i l l  p r o c e s s  it a n d  s end y our h u s b a n d  a s i g n a t u r e  page.
P lease e n s u r e  y o u  p r o v i d e  us w i t h  a c o p y  of the Power of A t t o r n e y  so w e  h a v e  it for our 
records a n d  ca n  d i s c u s s  his a p p l i c a t i o n  w it h  you." (taken from the act u a l  r e j e c t i o n  email 
I received)

N o w , I a m  a p e r s o n  w h o  fellows p r o t o c o l  u rules as a teacher, but I wa s  so f r u s t r a t e d  & 
'•onfused b y  this r e j e c t i o n  letter. My h u s b a n d  w a s  g o i n g  into a C om b a t  Zon e  & the PFD

rice w a s  m o r e  c o n c e r n e d  over fo l l o w  the p r o p e r  protocol' I kne w  that I w a s  not the o n l y  
m i l i t a r y  s p o u s e  g o i n g  t h r o ug h  this, so that is w h e n  I d e c i d e d  to c o n t ac t  R e p r e s e n t a t i v e  
M ike Chenault 's office. I was t o’d at a m e e t i n g  the m o n t h  b e f o r e  m y  h u s b a n d  left that 
h a v i n g  G e n e r a l  Power of A t t o r n e y  m eant I c o u l d  c o n d u c t  o f f icial b u s i n e s s  o n  be h a lf  of my 
h u s b a n d ' s  part. 1 e v e n  sent the PFD o f f i c e  a c o p y  of the G e n e r a l  Power of A t t o r n e y  
p a p e r w o r k  a l o n g  w i t h  the 2 sets of or d e r s for my  husband. I sent 13 p a g e s  of d o c u m e n t a t i o n  
that p r o v e d  that I in fact ha d  G e n e r al  Power of A t t o r n e y  for m y  husband. In the next 3 to 
4 weeks, N E V E R  d i d  the PFD o f f i c e  leave a m e s s a g e  at m y  wo r k  p h o n e  number, h o m e  p h on e  
n u m b e r  or m y  c e l l u l a r  n u m b e r  All of w h i c h  tney had. I found this v e r y  impersonal. All of 
m y  c o n t a c t  w i t h  t hem w a s  via email. I t ried c a l l i n g  the PFD o f f i c e  & I e v e n  left messages,
but I n e v e r  s p o k e  to a h u m a n  being.

A l t h o u g h  m y  h u s b a n d  has e m a i l / c o m p u t e r  access, I can count on 1 ha n d  the n u m b e r  of times
m y  h u s b a d  has e m a i l e d  m e  from Iraq. T h e  s o l d i e rs  h ave to sign up for their time o n  the

Linda

1

mailto:Izimmerman@kpbsd.k12.ak.us


computers, & that t i m e  is o n l y  20 or 30 m i n u t e s  long. I n t e r n e t  c o n n e c t i o n  c a n  s o m e t i m e s  be 
tri ck y  s i n c e  t h e y  u s e  j a m m e r s  for s e c u r i t y  reasons, thus b r e a k i n g  p h o n e  c o n n e c t i o n s .  T h e  
p ower w a s  ou t for 3 d a y s  r e c e n t l y  in m y  h u s b a n d ' s  area, s o m e t h i n g  u n e x p e c t e d  for the 
soldiers, as is the s i t u a t i o n  in a n y  war. T h e  s o l d i e r s  in Iraq & o t h e r  p l a c e s  in the 
M i d d l e  E a s t  h a v e  a n  i m p o r t a n t  jo b  to do. F i l i n g  their P F D  o n l i n e  is the L A S T  t h i n g  that 
they w a n t  to t h i n k  a b o u t  d o i n g  a f t e r  a 12 hou r s hift of m i l i t a r y  duty. Also, y o u  c an  
imagine, the m a i l i n g  s y s t e m  c a n  b e  r a t h e r  s l o w  & u n r e l i a b l e  w h e n  y o u  a r e  h a l f  w a y  a r o u n d  
the world.

I a m  v e r y  p r o u d  to s a y  that m y  h u s b a n d  is s e r v i n g  his country, as a r e  m y  c h i l d r e n .  I k n o w  
that he has a l ong & d i f f i c u l t  tas k  b e f o r e  him, just as w e  do on the h o m e f r o n t .  T h e  PFD 
o f f i ce  h as  N O  c l u e  w h a t  the y  a r e  t a l k i n g  a b o u t  w h e n  the y  as k  for m y  h u s b a n d ' s  signature, 
u sing the i n t e r n e t  & s e n d i n g  things vi a  email. M y  h u s b a n d  is a v e r y  b u s y  soldier, d o i n g  
w hat s o l d i e r s  do in a c o m b a t  situ a t i o n .  T H I S  takes p r i o r i t y  o v e r  p h y s i c a l l y  f i l l i n g  out a 
PFD form. T H A T  is w h a t  G e n e r a l  Pov/er of A t t o r n e y  is for.

It is t ime that the PF D  Dept, take a l ong h a r d  look at their p o l i c i e s  & s e r i o u s l y  t hink 
about m o d i f y i n g  s o m e  of the rules St policies, p a r t i c u l a r l y  w h e n  it c o me s  to m i l i t a r y  
s pous e s  & t h e i r  so ldiers. As time g oes by, m o r e  St m o r e  s o l d i e r s  f r o m  A l a s k a  a r e  b e i n g  
deployed. O t h e r  s p o u s e s  St s o l d i e r s  w i l l  h a v e  to deal w i t h  the s t r e s s  & h e a d a c h e s  I hav e  
had to endu r e . T h e  s i t u a t i o n  w e  m i l i t a r y  w i v e s  a r e  in, is s t r e s s f u l  enough! I b e g  y o u  to 
p l e a s e  c o n s i d e r  p a s s i n g  HB 201, not just for me, tut for A L L  A l a s k a n  s o l d i e r s  St t heir 
families. M y  h u s b a n d  is s e r v i n g  his c o u n t r y  for g o o d n e s s  sake, d o e s n ' t  that m e a n  a n y t h i n g  

to a n y o n e  a n y m o r e ?

T h a n k  y o u  for y o u r  time!

Linda L. Z i m m e r m a n  
4/5th M u l t i a g e  E d u c a t o r  
S tudent C o u n c i l  C o o r d i n a t o r  
Nikiski N o r t h  S t a r  E l e m e n t a r y

"The 6 P i l l a r s  of C H A R A C T E R  COUNTS! T r u s t w o r t h i n e s s ,  Respect, R e s p o n s i b i l i t y ,  Fairness, 
Caring, St C i t i z e n s h i p ,  lave y o u  h u g g e d  y o u r  P I L L A R S  t o d a y ?”
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Slate Office Building 
P O B o x  110460  

Juneau. A K  99811-0460  
Telephone: 907-465-2323  
F a x : 907-465-2096

FRANK MURKOWSKI, GOVERNOR

March 29, 2005

The Honorable Paul Seaton, Chair 
House State Affairs Committee 
State Capitol 
Juneau, AK 99801

Dear Representative Seaton:

During today’s House State Affairs meeting on HB 201,1 offered to provide language 
that would limit the scope of the bill to military receiving hostile lire or imminent danger 
pay. That change, patterned on the language in AS 43.23.011, would be as follows:

Section 1. AS 43.23.015. line 10; insert the words... “during the 
dividend application period for hostile fire or imminent danger pay 
while”...

The new provision w'ould then read: An individual mav 
com plete, sign, and file an application on behalf of a m em ber 
of the arm ed  forces o f the Cnited S tates who is eligible du rin g  
the dividend application period for hostile fire or im m inent 
dan g er pav while serving on active du ty  outside of the United 
States if  the individual has a pow er o f a tto rney  from  the 
m em ber of the arm ed  forces th a t au thorizes, in specific o r 
general term s, the indiv idual to file th a t application.

I am gathering the information you requested about individuals who wc have heard w'cre 
adversely affected in applying for the 2005 dividend because of their military assignment. 
I hope to have that over to the committee tomorrow.

In that same hearing today there w as testimony by legislative staff that a fraud tip had 
been given to the PFD and that the PFD had done nothing to investigate the case. I have 
researched that case and while the details are confidential, I would like the committee to 
know the following: PFD received an anonymous fraud tip on October 22, 2004 stating 
that the individual had moved out of state in September 2004. The individual’s file was 
flagged for further investigation if a 2005 application should be received. In February 
2005, wc received another fraud tip including the same information. The second fraud tip 
w'as noted in the individual’s file. To date, no 2005 application has been received. To

D E P A R T M E N T  O F  R E V E N U E

PERMANENT FUND DIVIDEND DIVISION



date, the individual has committed no known fraud. However, if  an application 
received, the case will be fully investigated and prosecuted if  appropriate.

If  you have any questions, please let me know.

Sincerely,

Representative Paul Sea»on
March 2 9 ,2 0 0 5
Page 2

Sharon Barton 
Director

cc: Representative Mike Chenault
Jerry Burnett, DOR Legislative Liaison 
Tom Boutin, DOR Deputy Commissioner



A laska Statutory General Power Of Attorney

T H E  PO W ER S < fR A N T E D  FR O M  T H E  PR IN C IPA L T O  T H E  A G E N T  O R  
A G EN T J IN  T I IE F O L L O W IN C  D O C U M E N T  ARE V ERY B R O A D . T H E Y  
M AY IN C L U D E  T H E  PO W E R  T O  DISPOSE, SELL, C O N V E Y , A N D  
E N C U M B E R  Y ^ U R  REA L A N D  PER SO N A L PR O PE R T Y , A N D  T H E  P O W E R  
T O  M AKE Y O U R  H E A L T H  C A R E DECISIONS. A C C O R D IN G L Y , T H E  
F O L L O W IN G  D O C U M E N T  SH O U L D  O N L Y  BE USED A FT E R  C A R E FU L  
C O N SID E R A  ' IO N . IF Y O U  H A V E A N Y  Q U E ST IO N S A B O U T  TH IS 
D O C U M E N T , Y O U  S H O U L D  SEEK C O M P E T E N T  A D V ICE.

Y O U  M AY REV O K E TH IS PO W E R  O F  A T T O R N E Y  A T A N Y  TIM E.

Pursuant to  AS 13.26.338 - 13.26.353,1,____________________________(N am e of
principal), o l ___________ (Address of p iiu c ip a l) , do hereby appoint
__________ ________________(Name and address of agent o r ag en ts), m y attorney(s)-
in-fact to  act as I
have chec' ed below in m y name, place, and stead in any way w hich I myself could do, 
if I were Personally present, w ith respect to the following m atters, as each of them  is 
defined n AS 13.26.344 , to  the full extent that I am perm itted by law to  act through 
an age .:

T H E  A G E N T  O R  A G E N T S Y O U  HAVE A PP O IN T E D  W ILL H A V E ALL T H E  
PO W ER S LISTED BELOW  UNLESS Y O U  D RA W  A LIN E T H R O U G H  A 
C A T E ' -ORY; A N D  IN ITIA L T H E  BOX O PPO SITE T H A T  C A T E G O R Y

(A) real estate transactions ( )

(B) transactions involving tangible personal property , chattels, and goods ( )

(C) bonds, shares, and com m odities transactions ( )

(D) banking transactions ( )

(E' business operating transactions ( )

(F) insurance transactions ( )

(G) estate transactions ( )

(H) gift transactions ( )

(I) claims and litigation ( )



(K) benefits from  governm ent programs and military service ( ) 

(Lj health care services ( )

(M) records, reports, and statem ents ( )

(N) delegation ( )

(O) all o th e r m atters, including those specified as follows: ( )

P f O  d f f l / w h f t Z S L  __________

IF Y O U  H A V E  A P P O IN T E D  M ORE T H A N  O N E  A G E N T , C H E C K  O N E  O F  
T H E  F O L L O W IN G :

( ) Each agent m ay exercise the powers conferred separately, w ithout the consent of
any o ther agent,

( ) All agents shall exercise the powers conferred jointly, w ith the consent of all o ther
agents.

T O  IN D IC A T E  W H E N  TH IS D O C U M E N T  SHALL BECO M E EFFEC TIV E, 
C H E C K  O N E  O F  T H E  FO L L O W IN G :

( ) This docum ent shall become effective upon the date of m y signature.

( ) This docum ent shall become effective upon the date of m y disability and shall not 
otherw ise be affected by my disability.

IF Y O U  H A V E  IN D IC A T E D  T H A T  TH IS D O C U M E N T  SHA LL BECO M E 
EFFEC TIV E O N  T H E  D A TE O F  Y O U R SIG N A TU R E, C H E C K  O N E  O F  T H E  
F O L L O W IN G :

( ) This docum ent shall not be affected by m y subsequent disability.

( ) This docum ent shall be revoked by m y subsequent disability.

IF Y O U  H A V E  IN D IC A T E D  T H A T  TH IS D O C U M E N T  SHA LL BECO M E 
EFFEC TIV E U P O N  T H E  D A TE O F  Y O U R  SIG N A TU R E A N D  V A N T  T O  
LIM IT T H E  TERM  O F  THIS D O C U M E N T , C O M PL ETE T H E  F O L L O W IN G :



This docum ent shall only  continue in effect f o r _________ ( ) years from  the date of
m y signature.

N O T IC E  O F  R E V O C A T IO N  O F  T H E  PO W ERS G R A N T E D  IN  TH IS 
D O C U M E N T

You m ay revoke one o r m ore of the powers granted in this docum ent. Unless 
otherw ise provided in this docum ent, you may revoke a specific pow er granted in this 
pow er o f a tto rney  by com pleting a special pow er o f a ttorney  that includes the specific 
pow er in this docum ent that you want to  revoke. Unless otherw ise provided in this 
docum ent, you may revoke all the powers granted in this pow er of a tto rney  by 
com pleting a subsequent pow er of attorney.

N O T IC E  T O  T H IR D  PARTIES

A third  party  w ho relies on the reasonable representations of an attorney-in-fact as to  a 
m atter relating to  a pow er granted by a properly  executed statu tory  pow er of a tto rney  
does not incur any liability to  the principal or to  the principal's heirs, assigns, o r estate 
as a result o f perm itting  the attorney-in-fact to exercise the au thority  granted by the 
pow er o f attorney . A th ird  party w ho fails to hon o r a properly  executed s ta tu to ry  
form  pow er o f a tto rney  may be liable to  the principal, the attorney-in-fact, the 
principal's heirs, assigns, o r estate for a civil penalty, plus damages, costs, and fees 
associated w ith  the failure to  com ply w ith the sta tu to ry  form  pow er of a tto rney . If the 
pow er o f a tto rney  is one which becomes effective upon the disability of the principal, 
the disability o f the principal is stablished by an affidavit, as required by 1 tw.

IN  W ITN ESS W H E R E O F , I have hereunto signed my name this day o f ,

___________________________     Signature of Principal

A cknow ledged before me a t ___________________________________________________

______________________________on __________________________________.

Signature o f O fficer o r N o tary

A D D IT IO N A L  O P T IO N A L  PRO V ISIO N S T O  S T A T U T O R Y  FO R M  P O W E R  
O F  A T T O R N E Y

Each of the follow ing provisions may be included in an Alaska statu tory  form  pow er 
of attorney:



(1) IF Y O U  H A V E G IV E N  T H E  A G F N T  A U T H O R IT Y  R E G A R D IN G  H E A L T H  
C A R E  SERVICES U N D E R  SUBDIV ISION  (L), C O M PL E T E  T H E  F O L L O W IN G :

( ) I Have executed a separate declaration under AS 18.12, know n as a "Living Will."

( ) I h«r’e not executed a "Living Will."

( ) I have executed a separate declaration under AS 47.30.950 - 47.30.980 regarding 
m ental health treatm ent. If I have appointed an attorney-in-fact under AS 47.30.950 - 
47 .30 .980 ,1 authorize that attorney-in-fact and the attorney-in-fact w hom  I have 
appointed in this docum ent to serve ()  jointly  w ith consent o f each o th e r as to  m y 
mental health treatm ent

( ) separately w ithout each o ther's  consent as to  m y mental health treatm ent.

( ) I have not executed a separate declaration under AS 47.30.950 - 47.30.980.

(2) Y O U  M AY D E SIG N A T E  A N  A L T E R N A T E  A T T O R N E Y -IN -F A C T . A N Y  
A L T E R N A T E  Y O U  D ESIG N A TE W ILL BE ABLE T O  EXERCISE T H E  SAM E 
PO W ER S AS T H E  AGENT(S) Y O U  N A M ED  A T T H E  B E G IN N IN G  O F  TH IS 
D O C U M E N T . IF Y O U  W ISH T O  D ESIG N A TE A N  A L T E R N A T E  O R  
A L T E R N A T E S, C O M PL E T E  T H E  FO L L O W IN G :

If the agent(s) nam ed at the beginning of this docum ent is unable or unw illi ig to  serve 
o r continue to  serve, then I appoint the following agent to  serve w ith the same powers:

First alternate o r successor attorney-in-fact

___________________________________________(Name and address of alternat

Second alternate o r successor attorney-in-fact

___________________________________________ (Name and address of alternate)

(3) Y O U  M AY N O M IN A T E  A G U A R D IA N  O R  C O N S E R V A T O R . IF Y O U  
W ISH T O  N O M IN A T E  A G U A R D IA N  O R  C O N S E R V A T O R , C O M PL E T E  
T H E  F O L L O W IN G :

In the event that a court decides that it is necessary to  appoint a guardian o r 
conservator for me, I hereby nom inate (Name and address of person nom inated) to  be 
considered by the court for appointm ent to  serve as m y guardian o r conservator, o r in 
any sim ilar representative capacity.


