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A  Fm|Employer Survey -  PERS

The following pages illustrate the responses lo the emplo/er survey sent to all 
PERS employers. In total. 89 employers responded. PERS represents 
employers of various sizes As a way to show the five largest employers’ 
responses (of those who responded), we have included the letter A -  E on the 
charts to represent how they answered. The employers have been assigned 
the following letters

» Active Code
Emolover Employees Letter

State ol Alaska 15,259 A
Anchorage SD 2.496 B
Anchorage, Municipality of 2.351 C
Fairbanks North Star Borough SD 790 D
North Slope Borough 788 c
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Employ er Survey -  PERS r 4* | j “
1. Long-Service Employees B  ■

Med Low

El
8 8 1. <

Plan should favor long-service employees Plan should not distinguish
on account of length of service

1 n  a .

Key Comments
■» Retirement plans Simula favor long service employees
o Wrth over ISO empk)J'ors in PERS. portability between employers is a real factor 11 that can be achieved without penrhzmg long time PERS covered employees, there a not problem
* One 0/ our problems «that baby boomer “glut" of long service employees Whie they should be compensated for ther time there sc*vns to be a shortage of professional people entenng state/municipal public servKe

Key Implications
& Rewarding long-sen ice employees supports career employment
o Uniform allocation can be an important attraction tool, but allows dollars to \.alk out the door' when short-servtce employees leave the System
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E m p l o y e r  S u n - y  -  P E R S  J s s s m m .

2. Older Employees ! ■  8  ■

Plan should favor older employees Plan should nol distinguish
on account of age

25

m m  V I i
Key Comments
o Langth of sorvicd should bo men Important than ago m dottrmming rtllnmont benefits 
o mhahon and docroasos m salary raises are historical m Alaska Young need to see oppattunty m this slate

Key Implications
•» Renardmr) older employees supports career employment
•» tfntorm allocation can be an Important attraction tod but allows dollars fo "walk out the door~ when younger members leave the System

C |ir(p  a 7Mercer Human Resource Consulting

Employer Survey -  PERS “ “ ““
3. Benefits Build Up

Med Low
B e n e f it s  s h o u ld  bu ild  up  qu ic k ly , s o  B e n e f i t s  s h o u ld  bu ild  u p  s lo w ly , s o  " e a r ly
" e a r iy  le a v e r s "  h a v e  g o o d  b e n e fit s  le a v e r s "  h a v e  little30

Key Comments
o Benefits should accrue at a constant rato rather than increase after so many years of servfeo. 
o t* should nol pay to leave system as soon as vested 
o All employees are important Early leavers should accrue good benefits

Key Implications
o Does not affect career employees who stay until retirement
o Uniform allocation can be an important attraction tool, but allows dollars to "walk out the door' when younger members leave the System

Qlirio Aft
Mercer Human Resource Consulting
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Mid-career hires should 
accrue excellent benefits

Employer Survey -  PERS
4. M id-career Hires

Importance

■ B n
nib* mm In

It's OK for mid-career hires 
to accrue smaller benefits

Key Comments
e This offers the chance to attract employees with experience
■» They should Hen el the same pomt us everyone else when starring i new job elsewhere

Key Implications
o Sufficient benefits for mid-career fires can be an important tool m order to attract experienced talent 
o Providing • .igher benefits equals higher cost 
a Mid-career tuns may br sacrificing good benefits to switch employers
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Employer Survey -  PERS
5. Remaining in Alaska

• d E'
P H 1

The System s rould not award 
retirees who remain in Alaska

Importance

i .Hl*h MM Low
The System should reward 

retirees who remain in Alaska 10

M .H LI
Key Comments
*e They should start at the same poim ns everyone else when starting a new fob elsewhere 
o tjvtrg m state could benefit the economy. Should be n state for minimum of 9 months per,ear to qualify 
o when people nave given ar J earned .her retirement, let them live whore they choose without penalty

Key Implications
=» Providing COLA results ti higher Syssm costs. but Maskan economy benefits fron additional dollars spent by *nose who reman m Alaska 
c COlA for residents promotes H/ehng i e&Kiency

Mercer Human Resource Consuit/ig Slide 50
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E m p l o y e r  S u r v e y  -  P E R S
6, M e d  C o v e r a g e  10  T e r m .  V e s t e d  M e m b e r s

imparlance

I I
The System should provide medical 
coverage to terminated vested membersi*

The System should not provide medical 
coverage tc terminated vested members

K&y Comments
o This area needs to be reviewed ind morphed to help control costs Itmey be necessary to queu'y hr benefits or hoh at p ovtdtnp i M defter amount r benefits with the retree paying the difference
=> Perhaps the mrrPcel benefit could mcrvese hr those who retire Irom ectrve servtcetJecreese tor mose termnated vested members
a Helps with recruitment Many come to Alesha to get vested • we need to encourage this trend

Key Implications
o Opportunity tor cost tev'n ! exists by cutting beck medical benefits tor terminated vested members 
<f> By etirr nau.g. emphyers i outd toso out on a nautttng loot
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Employer Survey -  PERS
. Medical Coverage

The retirement program should 
provide medical coverage

9
Kay Comments
o Biggest selling pomt m recruttmg * medical

Coverage imputant, but retirees could pay a share, perhaps based on years of services 
o A must!

K<<y Implications

im portance

I .Htgh Med Low
The program should noi 

provida medical coverage

o Elimination of medical coverage would tower System costs siyoftcantty ever tvnc
o Eliminating Ttedice’ cove ago would drastrealty change current design and hmder attra' hoc ard retention ol employees as well as pn ‘sib/y providmg insufficient overall retirement benefit to meet retirees' needs
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E m p l o y e r  S u r v e y  -  P E R ' i  !iU ^ 8^
8. Medical Coverage based on Service ■ ■

The System should provide lev Ms of medical T'« Sys ;r m should provide the same level of
coverage that depend on years of service roedrv-coverage regardless of y ears of service

a ■■
Key Comments
o The system cannot afford to provide the same level of medcalctvarage Ti-e years of service shoMd be considarad 
» tf wort 20-30 years benefits should be mgher then someone who vest thi
o Vested el 10 years of service Is adequate Mar vested time a met. samt leva of tx rerage tor Vf utictpants

Key Implications
o Rewarding long-service employees supports career ompfoymeth
o Employees n same tier with dkterng yeas of service c >Jd potentially have Me ant -Wert of medical cover eg--

Cljffp riMercer Hun >sn Resource Consuufnq
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Employer Survey -  PERS i “"»»»
9. Medical Coverage and Medicare I  H  _

M M  Low

The System sliould provide medical coverage to all The System should pi vide medical coverage only to
retirees regardless of Medicare eliqitiility those retirees wlthoi ’ access to Medicare coverage

I
Key Comments
o Retroes recervmg medical coverage Shc-Jd have coverage provided uni t the retree reaches Medicare age and then it should become a supplemental policy arm Medicare becomos the primary carrier
•o Coverage before Medicare should be based on the years of sonnce. currant employment of tho retree, ai id maximum contribution

Reed to make su-e Medicare gaps can be covered 
o Rot confider at Medicare wiit be solvent down the road

Key Implications
» Liming coverage would decrease System costs over time.
» Could re mt *1 inadequate medical coverage tor Medicare ehgiUe retirees
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Employer Survey -  PERS
10. Medical Coverage and Medicare

Imrerlance

The System should provide medical coverage lo all 
retirees regardless of Medicare eligibility

The System should provide medical coverage only to 
those retirees with access to Medicare coverage

1
Key Comments

V Jd!car cos - raj* ahouW suptHemen Medicare up to a matimum amount based on a formula determined Oy number ol years 0/Struct
o Reduce benefits when eligible for Medicare it retire earty should have option to purchase health insurance 
» Future retireos should pay their own medical it eligible lor Medicare
Key Implications
so Umtng coverage would decrease System costs over time
o Without retiree medical coverage before Medicare, members would be more indued to work untl Medicare eligible
•a ff medical coverage is not offered by the System to pre medicare retirees, access to health coverage wtt be significantly reduced
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Employer Survey -  PERS
11. Medical Coverage
X

The System should offer the same medical coverage 
to active and retired members

High Med Low
The System should not offer the same medical coverage 

to active and retired members22

I
Key Comments
o Provide dcilar amount of medical for ret roes. 1 medical coverage for active employees provides better coverage, grve retrees option to make co-pay 
o Tfto.' 1 wrto are retrod are less able to provide coverage
Key Implications
o Potential cost savings by p. uvtdmg lessor medical coverago for retired membeis
o Different bene* levels for active and retired members may lead to communication and potential equity challenges
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E m p l o y e r  S u r v e y  -  P E R S
1 2 .  R e t i r i i . g  A g e

importance

I
We want to be able to encourage 
retirement at a particular age range

We don't care wtien people retire

Kay Comments
« Employee f productivity and contribution art not sub/act to age so mandatory retramant at a cartan aga may not be beneficial
a I believe we wtl need 10 discourage earty retirement as the avaaablo wotkfiyce decreases 
•s 20 and out needs to be changed It anyone shodd be 20 and out it should be law enforcement
Key Implications
o By encouraging retirement at a particular age the System may run the nsk ot losing productive members loo soon and/or unproductive members -hanging on' loo long
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Employer Survey -  PERS !■»*?
13. Retiring after Years of Service ^  |  M

HM LOW
We want to be able to encourage retirement We dont care when people retire
after a particular number of years of service

■m  m  —  —  . Hum
1 2 3 4 S

^ P H  HO W—,
0 7 8 9

| Key Comments
o increasing the number of years of service reqjired when age is not a factor. wouU reduce the cost to ie retirement 

system
White high salary people are a budget concern, ther experience and experts* is a tremendous plus for a small organization

o As long as the employee meets job qualifications and is productrve This is the real issuo

Key Implications
o By encouraging rot foment at a particular number of years ot sennce the System may run the rfck of losing productive members too soon and/or un; mductive members 'hanging on' too long

QliHoMercer Human Resource Consulting
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E m p l o y e r  S u r v e y  -  P E R S
1*». E a r l y  R e t i re m e n t

importance

■  R -

We went to be able to encourage earty retirement 
with ad hoc enhanced benefits through the plan

We don't care about encourtging earty 
retirement, or will handle it through other methods

f t !
Key Comments
o RIP and severance plans which off*' earty rrtiremant hava been shown lo have a detrimental financial effect on the retirement system
o This would help to manage the workforce and take advantage of the knowledge and sluts of older workers

Key Implications
o Being able lo provrdo ad floe onflflnced retremem benefits gives me System end individual employers an additional tool to manage the workforce
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Employer Survey -  PERS
15. Retirement Income
V

Importance

iRUHigh Mod LOW
We want to provide employees with a specific amount of 
retirement income they can count on at retirement

We will contribute lo our employees retirement 
but each employee should be entirely 

responsible for managing their retirement

12HB 1m H m1 2 3 4 S e 7 8 9

Key CotTim ents
Seems like this rs defined benefits vs contribution - whKn is the key issue lor debate and cannot be answered this oasly - II needs economic end maiket analysis on long tern abhty to attract and lelntn employees
A defined contnbution plan would be move predictable, m terms ot costs to the retirement system, and less expensive then a defined bonefit plan
People should be responsible lor themselves Investment advice should be avalabie 
Should not be a ciapshoot

Key Implications
By not providing members with a specific amount ol retirement income, mombe s may nol be saving enough or taking the appropriate responsibility lo ensure a comfortable reftrement.
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E m p l o y e r  S u r v e y  -  P E R S
1 6 .  I n v e s t m e n t  R i s k  R e s p o n s i b i l i t y
X

Employees should as?i. Investment risk Employer should assume investment risk

Key Comments
>» Employees snoukJ assume msponsfbMy Howaver empfoyars may ward to ami mvestmaru options 10 mnmaa r 
■s Emptoyor should not assume mvastmant rak 
a Thera shoufd Da a balance betwoon lha anployui and employer

K ey Implications
•» Bearing the investment nss exposes the System to coat increases end votatety. but can also dlan achieve higher 

returns than an individual due to a longer time honton and professional management
o Members can often mast too conservatively or too aggressively tor thee given s luah.n  and needs
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Employer Survey -  PERS
18. Inflation Risk Responsibility

Im p o r ta n c e

E m ployees shou ld  a ssu m e  E m ployers shou ld  ad just benefits
post-re tlrem ent in fla tion  r isk  fo r post-re tirem ent in fla tion

14

■
Key Comments

It needs economic ana market analysis on long term aUrty lo attract and retain employees 
* Employees should assume more risk lor post-retremenl inflation
o  Employer rates should reflect a more conservative estimated annual inflation rate and annual inflation adjustments 

should heve an annual inflation cap

Key Implications
o  Providing post-retirement inflationary protection would ensure that the value of member's benefits ai ibrement 

continue to remain as valuable throughout their lifetime
& Providing post-reuerr unt inflationary protection is a cost to the System
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E m p l o y e r  S u r v e y  -  P E R S
Im portance

m  19. Longevity Risk Responsibility | j |  J i

Employee* should assume longevity risk Employers should assume longevity risk
n

I
K ey Comments
9  Employers can no longer a/lord lo assume at Mure cost increases
■» Why should an Alaska employer become mo ktotlma guarantor (and I Mime nsk taker) lor a> empiO) yes’ 
9  Employers can ussume this nsk better 
9  it should be the employees obligation to assume some nsk

K ey Implications
9  Prondtn j  tongevty protection a  a cost to the System
9  By assumetg the tongevty nsk me System could predict and manage n more a cu Very /Or the entire group than any 

employee could do tndrv&uaty
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Employer Survey -  PERS
20. Savings 
X ■  I

M4Q*. HM low

The re tirem en t program  shou ld  heavily 
enco ura ge  sav ings in the plan

The program  shou ld  perm it 
but no t push  sav ings

K ey Comments
9  There ore lots ol other options • toi(K)'s, IRA's and AST plans But at least one shottd bo hoavty pushed to 

employee
9  Employees need lo assume mo n responsibility lor thee reteement Programs should be structieed to educate end 

encourage empoyees to save tor -eteement 
9  Employees should be allowed to connate end enhance thee reteement security

K ey Implications
9  Without strongly encouraging members to contnhute to thee reteement. many wP nol have adequate lunds to relee 

comtortab'y
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ElE m p l o y e r  S u r v e y  -  P E R S  w e * *  |
2 1 .  C o s t  o f  M e d i c a l  C o v e r a g e  |  H

Employees should share In Employer should assume thethe cost o' medical coverage cost of providing medical coverage

s  ■  ■  ■  ■

K ey Comments
■» Employers can no longer attora to pay the.'tte amount tor medeal insurance Employet* should share n the coil 
9  Taachartadmmtstrator salary does not redact qh wages ’ Dence Hits banett should be provided 
9  The more you share to the cosl, the more you n, o wise decisions

K ey Implications
9  Members sharing in the cost of medical coverage wi ild provide cost savngs to the System over lime 
9  Would be a significant shm horn current design and h-rease financial buidon on retirees
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Employer Survey -  PERS !!D'S®!M
22. Cost of Medical Coverage

E m ployees shou ld  assum e responsib ility  E m p loyer shou ld  assum e responsib ility
fo r m edica l cos t increases lo r  m edica l cos t increases

■
K ey Comments
9  Employee* should participate in medical cost increases
^  I think the employee should hold this responsM.ty along with some Wp from employer
o  Cost shanng is the key Then employees w* have an nceottve to be wiser consumers and the system can manage 

cost increases more efficiently

Key Implications
9  Members assuming the responsibly tor medical cost meases would provide cost savngs to the System over bma
9  Would be a shift Irom current design and mease financial burden on retrees
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E m p l o y e r  S u r v e y  -  P E R S  r
2 3 .  A c c e s s  t o  C o n t r i b u t i o n s  1 1  _
E>

I  23.

Employees should have pew to as much of their Employees should have no accessown retirement cor r'butlons as legally possible to plan assets until n, .irement

K ey Comments
9  Sm d portion should be evMabfe for ’emergency orty~ situation
9 II the employee peld I oul a should be thur choree lo have I whenever end how much they went
9  Employees ganaraty have other deterred comp plans eve able lo them to meet emergency needs PERS a not a 

savings pi8n but 8 long term retirement verve/©

K ey Implications
9  Members may spend tetrement ncome Ounng worhng llefime and as a result may be unatle to tetve 
9  TJio capaDdly to use retirement plans lor pre-retvement needs such as a home purchase can bo a valuable benefit
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Employer Survey -  PERS
24. Understandability

Importance

U nders tandab ility  is the  pnm ary  concern W e 'll sacnfice  u rv ers tandab ility  if  -ec©t.sary to 
ach ieve  o u r w r  k fo rce  and  benefit ob je  i iv e s

K ey Comments
o  Emp >yees need to undent and this plan
o  Em loyer* need to provide good communication and seminars to explain plans, but the plan must be structured so 8 «  

sin pie enough for the majority of people to understand
o  Raise the bar Ash people to be more responsible
o  Employees need lo be involved m their retirement
o  College should teach HI

K ey Implications
o  Generally a more complex formula can meet a wider variety of specify objectives 
o  Members may perceive more value m a retirement plan that is more understandable
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Employer Survey -  PERS !m8SBae£fi
25. Tangible and Relevant Plan . 1 -

All employees should Itnd the It's OK if the pte i is tangible andplan tangible and relevant relevant mainly to older employees

l i l ^ i

Kay Comments
o  Human nature is such that mtvetmnt benetn ere valued more as you approach retsement tt you want young 

employees to become witty enthusiastic you hava to give away the term
9  Ml employees should be responsible lot thee own decisions
9  AM employees need to see the benefits ol the plan

Kay Implications
9  Members may parcetve more value m a reteement plan that is tangent, end relevant
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Employer Survey -  PERS m m
26. Predictability and Stability _

We want maximum predictability We're willing to accept volatilityand stability of contributions as part of our asset strategy
H i

■  ■  f l

Kay Comments
9  fo r  be tgaletg purposes, employers need a high degree ol predictability 
9 Governments have to budget They need to know what to aspect 
9  wide boo jet swing, are hard to deal with
<o As an ampleyet. wa re vnktng lo accept yotatility as part 01 our asset strategy, as long as lluctuatlon isnltoo drastic 

Such as our ncrease over the next two years

Key Implications
9  Volatlitv Is the result ol a higher-nsk asset strategy with higher potential rewards
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Employer Survey -  PERS ~l
27. Change in Cost 1 9 .

H*. IM U
Aggregate retirement contributions Marginal cost increase* areshould be less than they are now appropriate to meet other design goals

HE MB SII EH PSH !■  ■  H

K ey Comments
■» Employees ccntntvtKr ram may need to increase"
•9 tMmnderttand that costs era Hcroaslng Want to heap plana competuai woie keegmg plan coals raasonaOla 
■9 a womv Da a fairy tala to want aggravate retirement contnbutions to be leas than they are now

K ey Implications
■» Lowering contributions wat result tn ganeraty Inwer terete* bc’'etts for retirees 
o  System benefit may or may not be competatve against peer group a benefits are decreeMc!
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A e  E i

P k e
E m p l o y e r  < £ u r v c :y  -  T R S

K e y

The (otowing pages illustrate he response- lo Ine employer survey sent to at TRS employers In total. 38 er iployers responded TRS n. presents employers uf various sizes As a way to show the five largest employers' responses (of those who responded), we have Included the letters A - E on the charts to represent how they answered The employers have been assigned the following letters.
*  Active Code

Emptciftr E m eiw m Letter
A nchorage  SO 3.464 A

F a liba nks  N o rth  S ta r B o rough SD 968 8

M atanuska-S us itna  Bo rough  SO 936 C

K ena i P e n insu la  Bo rough  SO 723 0

Juneau  B ureau SO 372 E

Mercer Human Resource consulting Slide 73

Plan shou ld  favo r long- 
se rv ice  em ployees

a

Employer Survey -  TRS
1. Long-Service Employees

im.rafla'K.g

H i
P lan shou ld  no ! d is tingu ish  

on  acco u n t o f length  o f se rv ice

Key Comments
** Incentives to reduce teacher turnover always help
^  Anything that heaps employees, saves time m recrutruent. hrrng, and training
o Retaining quality employees a far more important Employees f(* hire consider immediate compensation, oj 

retrement Veteran employees doserve rewards

Key Implications
o Rewarding long-service employees supports career employment

Uniform allocation can bean important attraction tool, but allows doiars to "walk out the door'  when short-senhce 
employees leave the System
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- A  E iE m p l o y e r  S u r v e y  -  T R S
2 .  O l d e r  E m p l o y e e s 9 1

Plan should la w  Met employees Plan should nol distinguishon accouni ol age

J H .

Kay Comments
o  lengn of service s/KxPd be more important then age m aetermmmp reUremem benefits 
o  Inflation end decreases in r.c&y Wees ere tvttYKSf n Masha young need to see opportunity n tna l 

o  equal balance ivgerxlless ol age

Kay Implications
<e Ft nwarjng otOer employees supports career employment
■» Unfform allocation can be an important attraction too. but Mows dollars to ’wall out tne door' when younger 

members learn tne System
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• H 3 - 1

Employer Survey -  TRS
3. Benefits Build Up

Benefits  shou ld  build up  qu ick ly , so  
"early  leavers" have good benefits

Im p o r ta n c e

B ene fits  shou ld  build  up  slow ly, so "early 
leavers" have little

1 2  3 4 3 0 7

[ K ey Comments
o  in order to save costs m a deCnod benefit plan, benefits should accrue at a ̂ jnstant rate rather than increase after sc 

many yean, of service
o  The System should promote an optimum ago or service time that encourages turnover of the workforce without loss of 

goi. J experience wh*e providing a decent ret foment

Key Implications
Does not affect career employees vho stay until retirement 

o  Uniform aSocabon can be an >mportant attraction tool, but aMows dollars to "walk out the doer' when yuunger 
members leave the System

Mercer Human Resource Consulting Slide 7C ■
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Mk)-career hires should accrue exceSent benefits

E iE m p l o y e r  P u r v e y  -  T R S
4 .  M i d - c a r e e r  H i r e s

Im p o r ta n c e

. T .
IPs OK for mia-career hires to accrue smaller benefits

Key Comments
o  This offers th» chance (o attract employees wth experience

•» Teachers! admmatralors need an nlusion or ncKaraei change people We need the'experiences and nsighl to 
educating wm kids We need lo not penalize them in retirement planning

■» KUd-camat employees probably have other benatts

Key Implications
o  Suthoant benefits tor imd-carear hues can ha an important loot m order to attract cxpenencjd talent 
o  Providing higher Denetts equals higher cost 
o  V >0 career hires may he sacrUcmg good benefits x> switch employers
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Employer Survey -  TRS
5. Remaining in Alaska•B L 5 1

The S ystem  shou ld  not reward 
retirees w h o  rem a in  in A laska

Important

■  I .
The S ystem  shou ld  reward 

retirees w h o  rem a in  in A laska
i

1
1 2 3 4 5 e 7 8 9

Key Comments
o Retries should be encouraged to stay in Alaska
* When poop/e have given and earned thev retirement, let them Irve where tltey choose without penalty 
o  Alaska needs to promote Ifolong state etizenstup 
o  Spend money where they want The employee has earned 0

Key Implica’ion s
o  ProvKhng COLA resuts n higher System costs, but Alaskan economy benefits from additional dollars spent by those 

who reman n Alaska
^ COLA for residents promotes lifelong residency
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Employer Survey -  TRS
6 Med Coverage to Term. Vested Members

importance

T he  System  shou ld  p rov id e  m edica l 
coverage  to  te rm inated vested m em oers

The S ystem  shou ld  not prov ide m edica l 
coverage  to  te rm inated vested m em bers

1 2 3 4 5 a 7 a •
Key Comments
■» This aroc needs to be reviewed and modhrod to ha'p control costs It may be necessary to gudty lor benefits or look 

at providing a Hal dollar amount for banoftts with the retire j  ying the difference
o  Helps with n :ru»ment Van/ come to Masha to get vested - we need to encourage this trend
o  Medical co jrege s odd be available after vesting and attaning a certain specfied age (say SO) or dhect retirement I 

prior to SO.

K ey Implications
*  Opportunity for cost savings exists by cutting -medical benefits for terr. mated vested members 
o  By ehminatwrg. employers .rw W  lose out on a recrv*ttg tool
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Employer Survey -  TRS
7. Medical Coverage

4 t a E>

T h e  re tirem en t program  shou ld 
p rov id e  m edica l coverage

22

Importance

B
High MmJ Low

The p rogram  shou ld  not 
prov ide m edica l coverage

Key Comments
■» Biggest selling point in recruiting ■ medical.
»  Delaying medicsI coverage wri only torco potential retirees to slay in the system longer at the top-end ol salary 
o Coverage important, but retirees codd pay a share perhaps based on years of services
o  Medical coverage is very important But with costs increasing as they are. we need to consider cflanpes to the current 

structum.

Key Implications
o  Elimination of medical coverage would lower System costs significantly over time
o  Eliminating medical coverage would drastically change current design and hxtder attraction and retention of employees 

as well as possibly providing insufficient overaP retirement beneCits to meet retirees' needs________________________
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4 f c E >E m p l o y e r  S u r v e y  -  T R S
8 . M e d i c a l  C o v e r a g e  b a s e d  o n  S e r v i c e

Importance 

■  »
The System  sh o u ld  prov ide  leve ls  o f m edica l 
co ve rage  that d e p e n d  on years o f se rv ice

The S ys tem  shou ld  p rov ide  th e  sam e leve l o f 
m edica l cove rage  rega rd 'ess  o f years  o f se rv ice

K ey Comments
■» Contributions to medical coverage could be based on a fc.’nule do>iending on years of service 

This wl help retain teacnors bayond 8 year mnlmum 
o EtigiMty for full retirement (20 years) should mesa one eligible tor full medical benefits

K ey Implications
Rewarding long-semce employees supports career employment 

o employees m same tier with dtfemg years of service could potentiaty have ditennt levels of medical coverage
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Employer Survey -  TRS Importance

10. Medical Coverage and Medicare |§ «

The  S ystem  s. ,ou ld p rov id e  m edica l co ve rage  to  a ll The S ys tem  sh o u ld  p rov ide  m ed ica l covo rage  on ly  » j
re tirees regard less  o f  M ed ica re  e lig ib ility  those  re tirees w l t f . a cce ss  to  M ed tea .v  c o v e r jg o

Kay Comments
o  Not being abie to see into tho future to determine wbat i.tedicare nil look like, it would seem xresponsible to not 

provide retirees with some sense of comfort in a predictable benefit
& MeJical coverage should supplement Medicare up to a maximum amount based on a formula deto/mnod by number 

of years of service
o  Medicare should not be a factor
K ey Implications
o Limiting coverage would decrease System costs over time
■» Without retiree medical coverage before Medicare, members would bo more ncltnoC to i / i r *  untl Medicare ebgrble
o  if medical coverage Is nol offered by the System to pre-medicare retrees, access tc heetr coverage wit be 

significantly reduced
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Employer Survey -  TRS
11. Medical CoveraneV

Imcedancfi

T he S ystem  shou ld  o tte r the  sam e  m edica l coverage 
to  active  an d  retiree m em bers

The System  shou ld  n o t  o tte r  the sam e m edica l coverage 
V> ac tive  and  retired m em bers

i J i g K  — B  M  , I C T

X ay  C om m en ts
=> Provide doner amnnt o' medical lor retirees. It merfcai coverage fa active employees provide11 better coverage, gr -  

reb ec* option to make co-pay
Those who are ruthederr, mss able to povido coverage

o  This a a composfe o'ms,,y employers kfdicel benefits are a ncjrrtatod Com at the bargaining tede

Kay Implications
•» Potential cost M ings by providing lesser r.adlcal coverage for retired rwmoers

»  Different uencht levels lor active end retired members may lead o communication and percehol utf.ky chaftungcs.
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Employer Survey -  TRS
12. Retiring Age

importance

■ i .

W e  w a nt to  b e  ab le  to  encourage 
re tirem ent a t a p a riicc 'a r age  range

High I M  Low

W e  d o r t  ca re  w hen peo p le  retire

m .

K e y  C om m en ts
»  Employees pmductrv*y and l o  itri’vition are not subject to eqe so mandatey reih e.' ,art at a curtail, egs may nut be 

beneficial
e  Tl-av yeeis of service should detvmire benefits, rot then age TTo Icv pliols: allowing shod service and full benefits 

ihould be cryseu.
»  20 and out needs to be changed If anyone should bo 20 and out H should be ,aw enfcvcement.

K ay  Im p lic a t io n ,
*  By encouraging reU ament at a particular nge. the System m jy mo the risk of losing oroductive members too soon 

Minor jnptxxiuciive members "hanging on" tor long
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j  la Employer Survey -  TRS
15 Retiring after Years of Service

W e  w a n t to  be ab le  to  enco u ra g e  re tirem ent 
a fte r a particu la r num ber o f  vearc  rrt se rv ice

W e don 't ca m  w h en  peop le  retire

H .

Key Comments
<» increasing me number o ' years ol servtct required, when age is net a .'actor. wmA) reduce the cos. to me reteement 

system
o  White high salary people are a Budget concern, thee experience and 01 peruse a a ‘.remendcM plus tor a email 

organisation
o ?n yearn, at least SC ye us m ago
Key Im plications ____________________________________________________________________________________________________________________________
o By encouraging retirement at a particular number ol yea a ol service, the Systen, may run the r fw  ol losing productive 

members too soon and/or unproductive memt ers Tranyng on’ loo long
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Employer Survey -  TRS
14. Early Retirement
X

[mporj-ose

i s .
W e ‘v a n t to be a b le  to  enco u ra ge  earty  re tirem en t 
w itfi ad  hoc enh anced  b e n e fits  th rough  the  olan

W e  don ’t  ca re  about encourag ing  earty 
re tirem ent, o r  w ill han d le  it th rough  o the r m ethods

> m M
m . t M  H i m t ,

Key Comments
o  Rip and severance plan:* which offer earty retienent have been si town to have a detrimental financial effect on the 

retirement system
> Given NEAJumon's Imped on teaching force per sen.ority. this is needed to bong m new blood to the organization 

^  In times o' fuianwi stress this will allow tr to be more creative

K6y I m p l i c a t i o n s ____________________________________________________________________________________________________________________________
o Bang eUe to provide ad hoc enhanced retirement benefits gives the System and Individua1 employers an additional 

tool to incnage me workforce
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E m p l o y e r  S u r v e y  -  T R S
1 5 .  R e t i r e m e n t  I n c o m e

Importance
I n .

'  Ve w a n t to  prov ide  em p lo yees w ith  a spec ific  am ount of 
re tirem en t incom e they  can co u n t on a t retirem ent

W e  w ill co i .tribu te to o u r em p loyees re tirem ent, 
bu t each  em p lo yee  shou ld  be entire ly 

respons ib le  fo r m anag ing  the ir re tirem ent

K e y  C om m en tf-
o  A kihned contribution ptsn would be men predictable. In terms ol costs to the retiremaii system and less expansive 

then e defined benefit plan
<9 Shyuk)no;boacmp shoot’
■» Some liexiblity on this might be useful.

K e y  Im p lic a t io n s
a By not providinq members wtth a specific amount ol retirement ncome. members may not bo pjvmg enough or takvg 

the appropriate rosponslbilty to ensure a comfortable retirement.
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Employer Survey -  TRS a u e m
16. Investment Risk Responsibility i t

Mtgh Med Low

E m ployees shou ld assum e inves tm ent 'is k  E m p loyer shou ld assum e  inves tm ent nsk

1 2  3 4 5 e 7 8 9

K e y  C om m en ts
o  Employees should assume responsibility However employers may want to limit investment options to mtnimiio risk.

Our employees neither have the trie nor the investment ski/s to manage a retrement portfolio
o  Def ned contnbution plans arc bac public poHr/ Employer should provtdo access to a pre-tax dollar investment 

program, but a stob/o rot lament income must be m place

K e y  Im p lic a t io n s
o  Soaring the investment nsk exposes the System to cost increases and volatility, but can also ohen achieve higher 

returns then an individual due to a longer time horticn and professional management.
■9 Members can oilon invest too cm iservatively or ho aggressiv Vy lor heir given situation u id need’. __________
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E m p l o y e r  S u r v e y  -  T R S
1 7 .  I n f la t io n  R i s k  R e s p o n s i b i l i t y

Im oo rlan co

■  i .

E m ployees shou ld  assum e 
pre -re tirem ent in fla tion  risk

Htali M«d Lm
E m r'p ye rs  sh t ; ld  ad just 

bene fits  lo r  o re - re fu m e n t in fla tion

c ° "
, m

K ey Comments
o  Employers should ad, isl benefit tor pre-relremsnt mttaton 
o  TTis should lag by a tot* years

Key Implications
o  Vak-eot benefits tot members who lemmata print lo retirement can erode over lime from mfiaUon 
o  Pmvtdmg pre-retfement Inflationary protection is a cost to the System 
o  The final average pay plan design provides some automalr: pre-retirement mflation protection

Mercer Human Resource Consulting Slide 89

Employer Survey -  TRS
18. Inflation Risk Responsibility

Importance 

1  ■  _

Em ployees shou ld  assum e 
post-re tirem ent in fla tion  risk

w a  .

U d  Low

E m ptoyu is  shou ld  t  d ju s t benefits 
lo ; poM-retire.TKjot Inflation

8 BSBti1 m . m  m m

Key Com m ents
o  Employees should assume more risk for post-relremont Inflation 
o This should leg by a few years

Key Implications
o  Pm aiding post-retirement inflationary protection would ensure that the value of member's benefits at retirement 

cor Unue to remain as valuable throughout their lifetime
o  ProvkUng post-retirement inflationary protection is a cost to the System
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E m p l o y e r  S u r v e y  -  T R S
1 9 .  L o n g e v i t y  R i s k  R e s p o n s i b i l i t y

Lmpprtanw

Employees should assume longevity risk Employers should assume longevity risk

(■ M  ■" .1

Key Comments
o  Employers can no longer afford to assume aM tvti*e cost ncreases 
<9 Employees need to be on the bait In this area

Key Implications
■» Providing longevity protection is a cost to the Syr'om
=9 By assuming the longevity risk, the System could oredict and manage It more accurately tor the entire group than any 

employee codd do Individually
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20. Savings

Importance

The re tire m en t p rogram  sh o u ld  heavily 
e nco ura ge  sa v in g s  in the p lan

H I -
The p rog ram  shou ld perm it 

bu t no t pusn sav ings

Key Comments
■9 Employees need to assume mom responsibility tor their retirement Programs should bo structured to educate and 

encourage employees to save tor retire.vent
<9 Employees should be allowed to contribute and enhance their retirement security
■9 Savings m one plan should encourage long careers

Key Implications
Without strongly encoumgmg members to contribute to their retirement, many wtt nol have adequate funds to retire 
comfortably
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m .
Em ployees shou ld  sha re  In 
the  cost o f m ed ica l coverage

E m p l o y e r  S u r v e y  -  T R S
2 1 .  C o s t  o f  M e d i c a l  C o v e r a g e I -

M\,h U

Em p loye r shou ld  issu rne  the 
co s t o l p rov id ing  m euica l coverage

1 2 3 4 S e T 0 9
Key Comments l
a Employ*/* can no long*/ attont to pay the antirv amount to/ madrcat insurance Employ**! should soar* n  th» cost
•a Toacberiadministrator salary doc not rehecl "high wages 'hence this benats should be provided
<» Employees share n the cost ot medKal coverage and retirement benefits through ther active career contributions 

They also contribute via co-pays, deductibles and Medicare Port R premiums

Key Implications
■» Members sharing m the cost ol medical coverage would provide cost savings to the System over time. 
o  Would be a significant shitt Irom current design ana increase financial burden on retirees
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E>J e l l  22.
Employer Survey -  TRS
22. Cost of Medical Coverage

Importance

l l
Em ployees shou ld  assum e  responsib ility  
fo r m edica l co s t increases

High Med Low

E m p loye r shou ld  assum e  responsib ility  
fo r m ed ica l cost Increases 

o

Key Comments
The retirement system should be responsible for the management of the modical coverage whHe the retiree should be 
responsible for cost increases

** Both should assume cost responslbities It's not either or

Key Implications
o  Members assumng the responsibly for medical cost increases would provide cost savings to the System over time. 
& Would be a shit from current design and ncroase financial burden on retrees
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Employer Survey -  TRS
23. Access to Contributions

E m ployees shook) have access  to as  m uch  o f the ir 
ow n re tirem en t con tnbu tio ns  as  lega lly  possib le

K ey Comments
o  SmeM portion should be evniabi ' for 'emergency only'srluetion 
o Access should certainly be very limited 
o  Only with benefit ol understanding the consequences

K ey Im p lica tio n s __________________________________________________________________

Importance

■ i ~
High W*d LM

Em ployees shou ld  h ave  no access 
to p lan asse ts  un til re tirem ent

o Members may spend retirement Income during working lifetime and as a result may be unable to retire 
o  The cepebtty louse retirement plans lor preretirement needs such es a home purchase can be a valuable benefit

Mercer Human Resource Consulting Slide 95

E tEmployer Survey -  TRS
24. Understandabilitv ■  I .

U nders tandab ility  is the p rim a ry  conce rn  W e 'll sacrifice  understandab ility  if  necessary to
ach ieve o u r w o rkforce and bene fit ob jectives

■  e

. - H
1 2 3 4 S

[_■_____t
0 7 0 9

K ey Comments
& Employers need to provide good communication and seminars to explain plans, but the plan must be structured so It is 

simple enough for the majority ol people to understand
o  Let IndMduals who want complexity and floxtbiSy do soon their own apart from this.

It is thetr rasponsibiity to understand it
College should teach Ml

K ey Implications
o  Generally a more complex formula can meet a wider variety of specific objectives 
o  Members may perceive more value in a retirement plan that a more understandable
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Employer Survey -  TRS
25. Tangible and Relevant Plan

lamdma

All em p loyees sh o u ld  find the  
p lan tang ib le  an d  re levant

t rs  O K  if  the p lan  is  tang ib le  and 
re levan t m am ty 'o  o lde r em p lo yees

Key Comment*
o All employees should understand and vatu* the retirement plan 
o  Recruiting tool

Key Implications
•» Members may perceive more rnlue m a retirement plan hat is tangible and relevant
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26. Predictability and Stability

imcsaar&g

I I
U«d Loo

W e w a nt m ax im um  pred ic tab ility  
and stab ility  o f con tnbu tio ns  

12 10

W e're  w illing  to  accep t vo la tility  
a s  pa n  o f o u r asse t s tra tegy

1 2 3 4 5 0 7 8 9

K ey Comments
For budgeting purposes, employers need a high dogree ot predictability

o  Unti schools are adequately funded. predrctebtty and stablsy are very'mprvtant. It adequate-funding a over 
established. volatMy can be more easily handled

o Cant swmg m e major way m e short period 5% is too mucb ol a swing i-mtsdoablo

Key Implications
>» VoraUrty is the result ol a higher vis* asset strategy with higher potential rewards

Mercer Human Resource Consulting Slide 98

P a g e  6 0



J & B  E rE m p l o y e r  S u r v e y  -  T R S
2 7 .  C h a n g e  in  C o s t

impgfte.nce

A ggregate  re tirem ent contributions 
shou ld  be  less than  they are  now M arg ina l co s t increases are  

app rop ria te  In m eet o th e r des ign  goa ls

1 2 3 4 S e 7 0 •

K e y  C om m en ts
•» Enployaes contribution mras may need lo increase"
o  We understand mat coats am increasing Want to keep plans compebtlve wfile keeping plan costs reasonable 

>» We have to contain costs on everyone loaos. 
a Costs need to be iuttkiont to do the lob

K e y  Im p lic a t io n s
■a Lowering contributions wrtt result in generally tower level d benefits lor retirees

System benefits may or may not be competntve agenst peer group it benefits are decreased
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M f l
Employer Survey -  TRS
29. Most Important Questions

1 2 3 4  5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22  23 2 4  25  26 27  28
(Responses are weighted)

The four most important questions with preferred spectrum comment
• Question # 7: 'T he retirement program should provide medical coverage"
• Question #26: "We want maximum predictability and stability of contributions"
• Question # 1: "Plan should favor long-service employees"
• Question #6: (The  responses did not ind ica te  a s ig n ifican t d iffe rence  betw een the tw o)

"The System should provide medical coverage to terminated vested members'
• "The System should not provide medical coverage to terminated vested m ambers"
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DRAFT

OUTLINE OF MAJOR POINTS FOR TESTIMONY 

BEFORE ALASKA LEGISLATURE, MARCH 29-31, 2305
Richard J. Solie, TRS Board Member

— My name is Richard Solie, Sr I am retired from the University of Alaska 
where I was a Professor o f  Economics, Head o f  the Department o f Economics, 
and Acting Dean o f  the School o f  M anagement I also ran my own economic 
consulting firm for a num b": o f  years.

I am a member o f  the TRS Board, having been appointed by Governor 
Murkowski in the sum m er o f  2003 and re-appointed to a new term in January 
o f  2004. As a member o f  the TRS Board I served as one o f  four members on 
the Tier Com m ittee which was charged with developing a proposal or 
proposals for a new retirement plan for both TRS and PERS.

After review o f several o f  the major bills being considered by th e  House and 
Senate, I have a n jm ber o f  observations that i would like to  m a k e . I will deal 
with these under several different categories, and I will approach them in 
order o f my perception o f  their importance That way, if I run out of time, I’ll 
at least have been able to  discuss what to me are the most important issues

I .  M E M B E R  C O N T R IB U T IO N S :

A Equal sh a rin g  of “ N orm al C ost” :

I I, personally, agree philosophically with this approach, and, as a 
m atter o f  fact, the Tier Com m ittee’s recommendation for both 
Alternatives l and 2 included employee contributions which were 
at least as high as the employer contributions! (TRS: Employer -  
8 75%, Em ployee -- 10.0%, PERS - Both pay 8.0%).

2. I even agree philosophically with equal sharing o f “Normal Cost” 
for em ployees covered under existing tiers, however I am 
concerned that the 5%/year p c  oible increase is a very stiff increase 
for an individual employee. 1 hat probably wouldn’t come into 
play, however, if  the equal sharing was limited to “Normal Cost”;
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3. 1 might note that the em ployee survey conducted by the Division 
o f Retirement at the request o f  the Tier Committee indicated a 
willingness on the part o f  some o f  the employees to make higher 
contributions if  the DB plan could be retained in a future tier; and 
there w as wide-spread feeling am ong employers that employees 
should pay a larger share o f  benefit costs than they presently do;

4. I am concerned about the response o f the judiciary if  this is applied 
to existing tiers, and this is one o f  the reasons that the Tier 
Comm ittee didn’t consider this alternative;

5. I also question whether the contributions should be the same for all 
existing tiers:

-- “Normal Cost” for TRS Tier II in FY06 is 20.36% versus a 
22.97%  combined rate for Tiers I &  II (p. 8, slide 15, November 
19, 2004 Presentation to PTRS and TRS Boards).

- “Normal Cost” for PERS Tier III is 17.55% versus 20 05% for 
Tiers I, II and III combined (slide 14)

B Equal sh a rin g  o f con tribu tions fo r “ Past U nfunded L iabilities” .

I . For members o f a new tier, there would, o f  course, be no 
unfunded liabilities so presumably it isn’t the intent o f  the 
legislature to charge them for the unfunded liabilities o f  existing 
tiers,

2 For current TRS/PERS members I am strongly opposed to such a 
policy for several reasons

a. The majority o f  the past funded-liabilities are associated 
with retirees rather than with current actives;

b Bob Reynolds with M ercer estimated the allocation o f 
unfunded liabilities to be approximately:

— TRS -2 7 .8 %  active participants, 68.5% for retirees and 
beneficiaries, 3.2%  for terminated vested individuals and
0.5% for “others” (thus 72.2%  fo r non-actives),

— PERS -  33.2%  actives, 11.7% terminated vested, 54.7% 
retirees and dependents, and 0.4% “other” (66.8%  for non­
actives)
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c. Furthermore, you would get a similar disparity even 
among the actives since a newly hired employee would 
have essentiall) no unfunded liability related to his future 
benefits whereas a long-term employee who was nearing 
retirement would have a great deal.

d The result would be that existing members would be 
required to pay additional contributions that would be 
grossly out o f  line with the future benefits they could be 
expected to receive

II IN T R O D U C T IO N  O F  A  1 0 0 %  D C  P L A N  R E P L A C E  

T H E  E X IS T IN G  D B  P L A N

A First o f  all, let me say that I am not opposed to the general concept o f  DC 
plans or o f privatized retirement plans I strongly believe in individual 
responsibility and in the advantages o f  personal ownership o f  private 
equities;

B I am :ure that all o f  you are aware that, although the Tier Committee did 
forward to the full boards an Alternative 2 which was 100% DC, the 
committee was unanimous in opposing its adoption;

C. I personally pressed for a hybrid plan that included both a 1% DB and a 
DC component Although some o f  the com mittee members undoubtedly 
had misgivings about it, there was a clear recognition o f  the serious 
problem facing the State o f  Alaska with respect to the retirement plans, 
and consequently the Tier Committee voted unanimously to support the 
hybrid plan,

D There are several reasons for the com m ittee’s and my personal opposition 
to a 100% DC plan:

I A key factor is that in Alaska m ost o f th e  teachers in this state  
are  n o t covered by Social Security Thus, they lack the floor o f  
retirement benefits that is available to private sector employees 
and to  public cector employees in most other states The 1% DB 
plan that the Tier Committee proposed would provide such a 
floor.

2. The em ployer surveys that were conducted showed strong 
support for a sharing o f the risks o f  the retirement plan, not a 
com olete shifting o f  the risk to the empioyees,
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3. The vast majority o f  other public em ploym ent plans are 100% 
DB plans; a much smaller number are hybrid plans with both DB 
and DC components; and some include an optional DC plan 
Only a handftrl are 100% mandatory DC, and this could be a 
significant factor in com peting for em ployees,

4. I am sure you have been exposed to the studies showing 
significantly low er rates o f  return on individually managed 
versus pooled accounts and also the problem with some 
em ployees utilizing their retirement funds for purposes other 
than retirement As a consequence, I w on’t discuss those issues

5. Individual investors face risk that is significantly greater than 
that for a pooled investment plan for several reasons:

a. The volatility o f  the markets is such that there is a
significant possibility that an individual’s planned 
retirement will coincide with a down market And, while 
there might be some possibility for a postponement o f  the 
planned retirem ent, I would call attention to the fact that 
the U.S. stock markets generally reached their previous 
highs in March o f  2000 and five years later the S&P 500, 
for example, is still approxim ately 25%  below the March o f  
2000 peak

b The pooled funds, o f course, are subject to similar
volatility, but in any given year only a small fraction o f the 
members are planning to  retire, and as a consequence the 
pooled funds have a much longer time horizon in which to 
recover from those downturns

c. W hen it comes to actual retirement, the longevity
fac to r is very significant for the individual retiree, but it is 
largely limited by the pooling that results with a large fund 
(By this I mean that for an individual, the number o f  
additional years that he/she will live after retirement is very 
uncertain. Thus, there is a significant risk o f  outliving 
one’s retirement funds. For a large group, in contrast, the 
average risk is minimal because o f  the large numbers o f 
individuals involved. This, o f  course, is what creates the 
opportunity for life insurance.)
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d. The suggestion could be made that when the
individual retires, he/she could buy a whole-life annuity 
which would shift the risk to an insurance company. The 
problem with this is that annuities are very much a function 
o f  interest rates at the tim e they arc written, and 
consequently a period o f  low interest rates would result in a 
much smaller annuity for an individual retiree. Aga..., the 
pooled retirement fund is able to take a much longer view 
o f  interest rates

6 Largely as a result o f issues such as these, the State o f  Nebraska, 
recently switched from the DC plan that it had maintained for 25 
years to a Defined Benefit plan

7. In most states where employees have been given the option to 
choose between a DC and a DB plan, the overwhelming majority 
have chosen the DB option. In Florida, for example, only 3% of 
the employees chose the DC alternative, and in Ohio only 7,367 
o f  almost 300,000 employees chose the DC plan (Source 
Public Pension Action News, Spring 2003 .)

•  This, 1 tH ieve, is a strong indicator o f  the negative impact 
that a 100% DC plan would have on our competitiveness in 
attracting and retaining teachers and other public employees 
in the future

8 I am aware that there is a movement in some states to replace 
their DB plans with either hybrid plans or, in some cases, with 
100% DC plans. Given the problems already facing the State in 
attracting and retaining employees, I am not sure that it is wise for 
Alaska to get into the lead on this movement.

Ill R E  C O N S T IT U T IO N  O F  A N D /O R  E L I M I N A T I O N  O F  T H E  

E X IS T IN G  B O A R D S

A. In my opinion, the proposed increase in professionalism would be 
positive, although I have been impressed with the expertise and experience 
already existent on the Boards

B I am concerned about the lack of assu red  representation o f  TRS/PERS 
members in some o f  the bills -  after all, the monies in the funds are held in 
trust for the members, the members have made major contributions into the 
funds, and the funds represent the major (and in some cases the total) basis for 
their future retirement.
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•  Further, even if  there is assured member representation, there is a 
question as to whether public or member’s representatives should 
hold the majority (I would personally favor the members' 
representatives being in the majority.).

C. Role o f  PERS/TRS Boards in appeals:

- Hearing Officer would probably be more efficient if efficiency is 
measured only by the hearing itself But, because the boards act as a jury 
o f  peers in essence, I believe the board approach reduces the nsk o f  further 
litigation and gives the beneficiaries a greater sense that their case has 
been truly heard.

-  I was a member o f  the National Panel o f  Arbitrators o f AAA for a 
number o f  years, and I feel that that system (which in a majority o f  the
cases relies on a single arbitrator) works well

• There is a major distinction between that system and the one 
envisioned here, however. The arbitrator is jointly selected by the 
parties and thus there is basis for trust and confidence on both sides 
o f  the issue being appealed

•  In this instance, I am afraid that the fact that the Hearing Officers 
would be administratively appointed would engender potential
distrust on the part o f  the appellants;

D Some o f  the functions envisioned for a “Super Board”, while probably 
w r 1' within their capabilities, would add significant and potentially time- 
consuming duties to the already heavy responsibility o f overseeing investment 
o f  the funds.

E. I am sure some o f  my colleagues have discussed the loss that a “Super 
Board” might engender in some o f the inputs currently realized from the 
existing TRS/PERS boards (e g , recommendations for health plan cost 
savings from the Health Sub-committee) so I won’t go into that.
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IV  P R O P O S E D  C H A N G E S  IN  T H E  H E A L T H  P L A N

A. As you are all aware, the health plans have been a m a jo r  c o n trib u to r  to 
the unfunded liability for the Alaska TRS and PERS. Further, unlike the 
impact o f  the downturn in the securities markets— which will probably 
even out over time— there is really no end in sight for the health plan 
problems. As a consequence, the Tier Committee (and a majority o f  the 
TRS/PERS Boards) considered it to be absolutely essential th r! the 
administration and/or the legislature make significant changes in the 
current plan. Such changes should be designed to reduce both plan costs 
and future risk.

B The Tier Com m ittee’s proposal included several m ajor changes for 
employees under a new tier:

1. Participation in the health plan would require retirement directly 
from employment.

2. The plan would be redesigned to include true deductibles and co­
pays for Medicare eligible retirees. This is not true under the 
existing plan, and the  s itu a tio n  th a t exists a t p resen t provides 
essentially no incentive fo r such retirees to  m on ito r an  J  
ra tio n  th e ir  health  care  usage and  costs

3. The plan would provide for significant health plan premium 
paym ents by the retirees tied to the length o f  the em ployee’s 
service and to whether they were taking early or normal 
retirement.

a. Access only to coverage with full premiums paid by the 
retiree would apply during early retirement;

b. A DC type o f  employer subsidy for premium payments would 
be provided during normal retirement and up to Medicare 
eligibility;

c. Employees would pay a percentage o f  actual plan costs upon 
reaching M edicare eligibility with the percentage varying in 
accordance with the em ployee’s years o f  service.
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4 As a means o f  assisting retirees with the payment o f  the larger 
deductibles and co-pays as well as the retiree premium payments, 
an Em ployer paid for Health Savings Account would be 
provided. At the same time that this would assist retirees in 
paying the larger share o f  health plan costs it, along w ith  the 
h ig h e r deductibles an d  co-pays, w ould provide the re tiree  
w ith  a s tro n g  incentive to assist in controlling health  care  
expenses.

C. I am aware that Senate Bill 141 appears to  provide similar changes to 
those outlined above for retirees who have reached Medicare eligibility. I 
am also aware o f  the HSA provisions in most, if  not all o f  the various 
legislative bills. I am concerned, however, about several provisions:

1. For retirees from age 60-M edicare eligibility there is no subsidy 
(other than what might provided by the HSA). I am somewhat 
disappointed in this since I believe that the Tier Com m ittee’s age 
60-M edicare eligibility subsidy would have involved essentially 
no risk to  the employer (The subsidies are fixed in initial amount 
and in teim s o f  future increases, and they would be readily 
calculable.) and the cost would have been relatively low.

2. The HSA contributions are capped at $500 per year. There is 
concern that this would produce an inadequate fund to assist in 
the retiree’s uncovered health care expenses.

V E L I M I N A T I O N  O F  T H E  1 0 %  C O L A

-- As you are aware, the Tier Comm ittee recommended elimination o f  the 
10% COLA fo r th e  new tier

• Our reason for eliminating COLA for the new tier was our 
recognition o f  the current court action challenging the application 
o f  the existing COLA and seeking to apply it to retirees living 
outside the State in areas which have living costs equal to or 
greater than those in Alaska,

• We did ff el, however, that the COLA (unless the legal challenge is 
successful) does serve a public purpose by encouraging retirees to 
remain in Alaska.
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VI A D D ITIO N A L P O T E N T IA L  C H A N G ES A PPA R E N T L Y  NOT 
C O N T E M PL A T E D  IN C U R R E N T  L E G IS L A T IO N

A Although the Tier Comm ittee did not formally recommend it, there was 
considerable discussion about proposing the elimination o f  SBS. This 
could mean many millions o f  dollars in savings to the State and other 
employers which could be used to help fund the existing retirement 
programs as well as the benefits o f a new tier

1. In considering this, the Tier Comm ittee was aware that, although 
the State and University of Alaska are covered by SBS, a number 
o f  the political subdivisions are not. Thus, eliminating SBS wou'd 
also be a means o f  rationalizing the statewide retirement benefits 
structure.

2. The specific reason that this was not proposed by the Tier 
Com m ittee was a caution by the Boards’ legal counsel that the 
courts might view SBS as a contractual obligation paid in return 
for the agreem ent to opt out o f  Social Security.

3. The legislature, however, is in a position to get a thorough review 
o f the legal issues involved in such a change, and if  the 
determ ination is that it would pass judicial scrutiny, I (and I 
beiieve I spe ak for the majority if  not all o f  the Tier Committee 
and also for several o f  the other Board members) wouid 
recommend that this be given consideration for a future tier.

B. As you are aware, the Tier Committee recommended the adoption o f a 
‘ career average” base salary (adjusted for changes in the Alaska CPI) 
under the new tier in contrast to the “High Three Y ears’ Salary” that is the 
basis for pension calculations at present

1. This, o f  course, is irrelevant if the legislature adopts a 100% DC 
plan, but if  a hybrid plan is approved, it could be very important

2 A career average salary would eliminate many o f  the so-called 
“abuses” o f  the system under which various actions are taken to 
build up the  final thr ee years o f  salary

3. A career average base would allow such things as inclusion o f 
overtim e pay, bonuses, etc. without distorting the benefits and 
creating unfunded liability as currently occurs when such 
elements are added in the final three years. Allowing them to be 
included, however, would give employers maximum flexibility 
in using these as toois for managing their workforce.
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3/24/05

T hark  you for addressing the PERS/TRS $5 billion problem.

My name is Larry Semmens, I am a CPA and Finance Director for the City of Kenai. I 
have attended most of the PERS meetings the last 18 months or so, including 3/22/05.

From and employers standpoint, the recent jum p in the unfunded actuarial liability and 
the resulting rate increases are difficult to absorb, so I believe changes do need to be 
made.

Predictability o f cost and local control are best provided with a defined contribution plan, 
so I support ? new tier which is a DC plan. Recruitment issues are real, but can be dealt 
with locally with either salary, work conditions, or even supplemental retirement plans 
like the Slate’s SBS plan.

Although the PERS/TRS boards have some culpability in the current situation, 1 honestly 
believe it is limited Consider that the actuary is the expert and the Boards practically 
have to believe what they are told. Until 2002, the actuary told the boards that the.funds 
were fully funded and the rate needed to support the system was 6.77%. The next year 
the board had to be as shocked as everyone else when the actuary told them the fund is 
now about 75% funded and the rate needed is 25%. Did the board have anything to do 
with that change?

I do not believe that changing the make-up of the board to more of a disinterested board 
will necessarily help. The key attribute of a PERS/TRS member in my opinion is 
understanding what a pension plan is, how it works and where the risks are. The change 
in board structure that I would like lo see is employer representation.

If 1 can be of service please contact me.

House State Affairs Committee

FERS/TRS legislation

lsemniens@ci. kenai. ak. us



D R A F T  S e c t i o n a l  A n a l y s i s  f o r  C S H B  2 3 8

Sec. 1. Establishes applicability of the subsequent sections to teachers hired before July
1,2005.

Sec. 2. Establishes an effective date for an increase in the contribution percentage for 
existing em ployees as outlined in the following sections.

Sec. 3. Establishes the m anner in which the member contribution rate is calculated: the 
greater of 8.65% or Vi the normal cost rate. However, the m em ber contribution rate may 
not increase by more than Vi a percent annually.

Sec. 4 Establishes the em ployer contribution amount as a percentage approved by the 
board applied to the sum of all em ployee’s base salaries plus adjustments.

Sec. 5. Requires that the member and em ployer contribution rates when addec not be 
less fhan the actuarially com puted amount necessary to fully fund future liabilities of 
members (normal cost rate).

Sec. 6. States that an ad hoc post pension retirement adjustm ent (an increase in the 
pension benefits due to an increase in the cost of living) may not be issued until the 
retirement system is 100% funded. (1988).

Sec. 7. States that an ad hoc post pension retirement adjustment (an increase in the 
pension benefits due to an increase in the cost of living) may not be issued until the 
retirement system is 100% funded. (1990).

Sec. 8. Defines “fund” as the assets of the defined benefb retirement plan for the 
purposes o f this section.

Sec. 9. Defines “system ” as the Teachers’ Retirement System of Alaska.

Sec. 10. Specifies the statues relating to defined benefit plan members.

Sec. 11.

Sec. 14.25.31 Q. Specifies that the previous sections only apply to teachers first hired on 
or betore July 1, 2005, and defines “first hired” as the first day of employment.

Sec. 14.25.320. Establishes a Defined Contribution Plan in compliance with federal 
regulations.

Sec. 14.25.330. States that the purpose of the legislation is to encourage qualified 
teachers to enter and remain in the State



Sec. 14.25.340. Establishes the member contribution rate for TRS em ployees as 11 % to 
be deducted from their salary at the end o f each pay roll period and to be credited to their 
account. The contribution will be calculated from the members base salary, excluding 
cost of living differentials, bonuses, per diems, expense allowances, etc.

Sec. 14.25.350. Establishes an em ployer contribution rate of 11% of the m em ber’s base 
salary. Distributes the em ployer contribution in the following manner: 5.75% to the 
m em ber’s contribution account, 3.75% to the m em ber’s medical plan, and 1.5% to the 
m em ber’s Health Reimbursement Account.

Sec. 14.25.360. Gives 15 days from the close o f pay roll for m em ber and em ployee 
contributions to be transferred to the m em ber’s retirement fund. Establishes 
consequences for non-transmittal.

Sec. 1-4.25.370. Establishes immediate vesting of a member in both the em ployer and 
employee contributions.

Sec. 14.25.380. Tasks the Alaska State Pension Investment Board with providing a range 
of investment options for members and exercising control over those options.

Establishes that if the account has been divided under a qualified domestic relations 
order, each individual exercises control over his or her account.

Sec. 14.25.390. Establishes requirements for the distribution o f a m em ber’s account. A 
former member, or their beneficiary if the member is deceased, may chose between the 
following distribution options: a lump sum, a direct rollover of the lump sum into another 
qualified plan, periodic distributions, or no distribution until the member elects to do so.
If a former m em ber’s account balance is less than $5,000 that amount is automatically 
distributed unless the form er member submits a written statement within 120 days of 
termination requesting that the balance remain in the plan.

Sec. 14.25,400, Acknowledges the refund of members upon termination when a 
qualified domestic relations order applies.

Sec. 13.25.410. Establishes rights of participants if married or under a qualified domestic 
relations order upon termination of member.

Sec. 14.25.420. Aiiows a member to roll over funds from a previous qualified plan upon 
hire or into another qualified plan upon teiminalion. Establishes that rollover 
contributions cannot count as service towards medical eligibility. Defines qualified plans 
f ligiule for rollover.

Sec. 14.25.430. Establishes distribution requirements for the interest of a m em ber’s 
account in the event 'hat member dies, that memr er’s dependents die, or no one claim.- 
the distributions. Defines designated beneficiary and required beginning date.
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Sec. 14.25.440. Requires that each member designate a beneficiary and allows them to 
change that choice at any time except to the extent that a qualified domestic relations 
order applies. If a member fails to designate a beneficiary, at the time of the m em ber’s 
death the spouse if married to the member at some point during the m em ber’s 
employment automatically becomes the designated beneficiary. If there is no surviving 
snouse, the amount is distributed between the surviving children, if there are no surviving 
children to the surviving parents of those children. If none of the above, the account is 
distributed to the estate. Establishes a time limit on beneficiaries claiming benefits of 
120 days after the m em ber’s death.

Sec. 14.25.450. Establishes procedures for correcting an error in the calculation of 
benefi .. G ives the Alaska Teacher’s Retirement Board responsibility for taking action 
on such claims.

Sec. 14.25.460. Allows the board to wave an adjustment that would be deemed unfair for 
a variety o f reasons and provides a time period and process for appeals.

Sec. 14.25.470. Establishes requirements for eligibility of medical benefits. A member 
must retire directly from the system at any age with 30 years o f service or at normal 
retirement age with 10 years of service. Defines the normal retirement age as months less 
than the age set for M edicare eligibility.

Sec. 14.25.480. Establishes medical benefits to retirees as access to a major medical 
insurance plan and to the health reimbursement account. Establishes eligibility of 
members and any dependents for medical benefits. Outlines the eligibility of medical 
benefits for an early, normal, and Medicare eligible retiree.

Sec. 14.25.495. References the statutes that define the terms administrator, beneficiary, 
board, compensation, employer, fund, former participating member, fund, retirement 
fund, Internal Revenue Code, member, member contribution account, qualified domestic 
relation order, school year, teacher, and year of service. Defines terminated as a person 
no longer employed by an em ployer participating in the plan.

Sec. 12. Subjects an employee who whishes to transfer assets out of the system to a 
qualified domestic relations order and establishes relevant requirements.

Sec. 13. Allows the Department of Administration to obtain group insurance under the 
condition that it provides certain types of insurance, such as hospital expense, life, 
surgical, etc.

Requires members whenever possible to obtain drugs from a preferred drug list 
(formulary) established by the insurance provider. If the member opts for a non­
form ulary drug when the formulary version is available, they will pay the difference 
between the two.



Establishes the procedure for em ployers to participate in said group insurance policy.

Establishes the procedure for the Department of Administration to procure an insurance 
policy for members. Requires that the D epartm ent allow all eligible insurance carriers to 
bid and determine selection of carrier based on lowest bid amount to be reviewed at least 
once every 5 years.

Establishes that the level of benefits for persons over M edicare eligible age shall be the 
same as for persons under M edicare eligible age, however the cost o f post-M edicare 
eligible m em ber’s benefits will be supplem ented by any benefits provided under the 
federal old age, survivors, and disability insurance programs.

Allows a member to elect and pay for long-term care insurance for m em ber and 
depende is.

Sec. 14. Establishes a Health Reimbursement Account Plan for State o f Alaska Teachers 
and Public Employees and outlines eligibility.

Sec. 39.30.310. Establishes that a Health Reimbursement Account is created to 
reimburse members for qualified medical expenses. Establishes an effective date of July
1,2005.

Sec. 39.30.320. Establishes the attorney general of the State of Alaska as legal council 
for the adm inistrator of the plan.

Sec. 39.30.330. Establishes the com m issioner of adm inistration, or the com m issioner’s 
designee, as the adm inistrator of the plan.

Sec. 39.30.340. Establishes the powers and duties of the adm inistrator of the Health 
Reimbursement Account fund.

Sec, 39.30.350. Specifies that only em ployer contributions are permitted to the Health 
Reimbursement Account.

Sec. 39.30.360. Establishes the Alaska State Tension Investment Board as the fiduciary 
of the fund.

Sec.39.30.370. Establishes that when a person term inates em ployment before becoming 
eligible for medical benefits they forfeit any access to their Health Reimbursement 
Account. However, if a person is re-em ployed at a later date their account balance will 
be restored with interest attributed to it.

Establishes eligibility of member’s dependents for said group insurance policy.
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Sec. 39.30.380. Establishes that a member is eligible lo r the plan when they become 
eligible for medical benefits.

39.30.390. Establishes that if the participant elects major medical insurance the 
adm inistrator will pay the premium on behalf of that m em ber from their Heath 
Reimbursement Account. When the participant’s member acc ""int is exhausted, the 
participant is responsible for those payments.

If a participant dies befoie exhausting their account their surviving dependents are 
eligible to use the remaining balance. If any amount remains in the account after the 
death of the member and all remaining dependents, the balance reverts to the trust.

Sec. 39.30.400. Exempts contributions to the plan from taxes, however a m em ber’s right 
to receive benefits may be assigned under a qualified domestic relations order, a trust or a 
sim ilar qualifying legd  device.

Sec. 39.30.410. Gives the state the right to amend the plan at any time. Bars the 
adm inistrator from changing the plan in a manner to reduce the accrued benefits of any 
member. Allows the state to terminate the plan in whole or m part without any liability.
If this occurs, all investments remain in the account until all accounts have been 
distributed.

Requires any contribution made to the plan by an em ployer because of a mistake of fact 
to be returned to the employer.

Sec. 39.30.420. Requires that the fund not be used for any other purpose than the benefit 
of the participants. The assets of the plan may not be used to pay other plans of an 
employer.

Sec. 39.30.495. Refers to the definition of the following terms in statute: administrator, 
board, dependent child, employer, and qualified domestic relations order. Defines the 
terms fund, individual account, member, and participant.

Sec. 15.

Sec. 39.30.500. Establishes a past service cost offset account for employers and 
employees in a defined contribution plan.

Sec. 39.30.510, The purpose of the account is lo help employers pay their past service 
cost and will consist of legislative appropriations and investment returns

Sec. 39.30.520. Establishes the attorney general of the State as legal council for the 
account.

Sec.39.30.530. Establishes the com missioner of administration or the designee of the 
com missioner as adm inistrator of the account.



Sec. 39.30.540. Establishes the powers and duties of the administrator.

Sec.39.30.550. Establishes the Alaska Pension Investment Board as fiduciary of the 
fund.

Sec. 39.30.560. Requires the adm inistrator to pay into the teacher’s retirement fund on 
the em ployer’s behalf the em ployer’s past service cost for each m em ber in a defined 
contribution plan.

Sec. 39.30.570. Establishes that the adm inistrator shall pay into the fund on behalf of the 
em ployers the past service cost for each m em ber in a defined contribution plan.

Sec. 39.30.595. Defines the terms accrued liability, administrator, blended em ployer past 
service cost rate, member, past service cost, and past service cost rate.

Sec.39.35.005. Establishes applicability o f the following provisions only to members 
first hired before July 1, 2005.

Sec.39.35.010. Substitutes the term “plan” for “system” in existing defined benefit 
statues. Substitutes a specific statute reference for the term “this chapter” in existing 
statute referring to a defined benefit plan.

Sec. 39.35.158. Substitutes the term “plan” for “system ” in existing defined benefit 
statues.

Sec.19. Establishes the contribution rate for peace officers and fire fighters.

Sec. 20. Determ ines the em ployee contribution rate for a peace officer or fire fighter at 
the lesser o f 7.5%. 6.75%  or one-half the normal cost rate.

Sec. 21. Authorizes the board to set em ployer and member contributions.

Sec. 22. Determ ines that the member contribution rate plus the em ployer contribution 
rate may not be less than the normal cost rate.

Sec. 23. Exempts the University of Alaska as eligible for credible service under the 
teachers retirement plan.

Sec. 24. Establish ; em ployee groups eligible for credited service.

Sec. 25. Establishes an adm inistrative director o f Alaska C o u rt. ystem as eligible for the 
plan.

Sec.26. Establishes credited service requirements for teahcers



Section 27. Defines param eters under which a m em ber may claim credited service.

Section 28. Defines method o f calculation for public service benefits.

Sec. 29. Establishes that a member who claims credited service in a DC plan by transfer 
loses all rights to benefits under a defined contribution plan. Disqualifies public service 
benefits as counting towards years of service requirements.

Sec. 30. Allows a form er member to reinstate service when they have received a refund 
of contributions.

Sec. 31. Establishes that when a member retires from the plan and is later re-hired they 
will suspend collection of their retirement benefits and begin paying into the retirement 
plan again.

Sec. 32. Establishes elected officials as eligible for benefits under this plan.

Sec. 33. Lists the different types of eligible members that the plan will cover. Lists the 
different types of ineligible members the plan will not cover.

Sec. 34. Defines plan as the defined contribution retirement plan as established in this 
legislation.

Sec. 35. Sec. 39.25.'. 00. Applies the following to em ployees hired on or after July 1. 
2005.

Sec.39.35.710. Establishes a defined conti bulion plan in compliance with federal 
qualification requirements.

Sec. 39.35.720. States that the purpose of the legislation is to encourage qualified 
personnel to enter and remain in the state.

Sec. 39.35.730. Establishes the member contribution rate for Public Employee 
Retirement System em ployees at 10% to be deducted from their salary at the end of each 
pay roll penod and credited to their account.

The contribution will be calculated from the members base salary, excluding cost of 
living differentials, bonuses, per diems, expense allowances, etc.

Sec. 39.35.740. Establishes an em ployer contribution rate at 10% of the m em ber’s base 
salary. Distributee the em ployer contribution in the following manner: 5.5% to the 
members account, 3.5% to the m em ber’s medical plan, and 1% to the m em ber’s Health 
Reimbursement A ccouit.
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Sec. 39.35.750. Gives 15 days from the close of pay roll for m em ber and employee 
contributions to be tran sfe r jd  to the members retirement fund, .establishes repercussions 
for non-transmittal.

Sec. 39.35.760. Establishes that a member is immediately vested in both the em ployer 
and employee contributions.

Sec. 39.38.770. Tasks the Alaska State Pension Investment Board with providing a range 
o f investment options for members and exercising control over those options. If the 
account has been divided under a qualified domestic relations order, each individual 
exercises control over his or her account.

Sec. 39.35.780. Establishes requirements for the distribution o f a m em ber’s account. A 
former member , or their beneficiary if deceased, may chose between the following 
distribution options: a lump sum, a direct roll over of the lump sum into another qualified 
plan, periodic distributions, or no distribution until the m em ber elects to do so. If a 
former m em ber’s account balance is less than $5,000 that amount is automatically 
distrusted unless the former member submits a written statement within 120 days of 
termination requesting that the balance remain in the plan.

Sec. 39.35.790. Acknowledges the refund of members upon termination when a 
qualified domestic relations order applies.

Sec. 39.35.800. Establishes rights o f participants if married or under a qualified domestic 
relations order upon termination of member.

Sec. 39.35.810. Allows a member to roll over funds from a previous qualified plan upon 
hire or into another qualified plan upon termination. However, rollover contributions 
cannot count as service towards medical eligibility. Defines qualified plans eligible for 
rollover.

Sec. 38.35.820. Establishes distribution requirements foi the interest of a m em ber’s 
account in the event that member dies, that m em ber’s dependents die, or no one claims 
the distributions. Defines designated beneficiary and required beginning date.

Sec. 39.35.830. Requires that each member desigr.ate a beneficiary and allows them to 
change that choice at any time except to the extent that a qualified domestic relations 
order applies. If a member fails to designate a beneficiary, at the time of the m em ber’s 
death the spouse if married to the member at some point during the m em ber’s 
employment automatically becomes me designated beneficiary. If there is no surviving 
spouse, the amount is distributed between the surviving children, if there are no surviving 
children to the surviving parents of those children. If none of the above, the account is 
distributed to the estate. Establishes a time limit on beneficiaries claiming benefits of 
120 days after the m em ber’s death.



Sec. 39.35.840. Establishes procedures for correcting an error in the calculation of 
benefits. Gives the Alaska Teacher’s Retirement Board responsibility for taking action 
on such claims.

Sec. 39.35.850. Allows the board to wave an adjustment that would be deemed unfair for 
a variety of specified reasons and provides a time period and process for appeals.

Sec. 39.35.860. Establishes requirements for eligibility of medical benefits. A member 
must retire directly from the system at any age with 30 years of service or at normal 
letirem ent age with 10 years of service. Defines tiie normal retirement age as 60 months 
before Medicare eligible age.

Sec. 39.35.870. Establishes medical benefits to retirees as access to a major medical 
insurance plan and to a Health Reimbursement Account. Establishes eligibility of 
members and any dependents for medical benefits. Outlines the eligibility o f medical 
benefits for an early, normal, and Medicare eligible retiree.

Sec. 39.35.880. Establishes the Alaska State Pension Investment Board as fiduciary of 
the fund and determines their responsibilities and statutory limitations.

Sec. 39.35.884. Allows service credit to be obtained for military service.

Sec.39.35.888. Exempts member contributions from taxation or any kind o f anticipation, 
alienation, sale, transfer, assignment, pledge, encumbrance, or chare. However a 
m em ber’s right to receive oenefits may be assigned under a qualified domestic relations 
order or a trust or similar legal device.

An inactive member may directly transfer their account into a qualified retirement plan.

Sec. 39.35.890. If a former member has not filed for benefits or refund by the time they 
reach 75 or within 50 years o f the most recent active membership, benefits or refunds will 
be forfeited and the m em ber’s records destroyed.

Sec. 39.35.892. Establishes knowingly falsifying records o f this plan as a misdemeanor 
and defines knowingly.

See. 39.35.895. Defines the following ' /ms: active member, actuarial adjustment, 
administrator, beneficiary, board, calendar year, com pensations, employee contribution 
account, former member, fund, and inactive member.

Lists the different types of eligible members that the plan will cover. Lists the different 
types of ineligible members the plan will not cover. Lists the different types of 
employees the plan may cover.

Defines military service, peace officer, plan, public organization, and qualified domestic 
relations o-der.

9



Recognizes the rights to an alternate payee to a m em ber’s benefits. Establishes those 
distribution requirements and the conditions of payment to the alternate payee.
Defines the terms: retired member, retirement, surviving spouse, and terminated.

Sec. 36. Repeals AS 39.35.680(39)

Sec. 37. Allows a Teachers Retirement System non-vested defined benefit tier member 
to transfer into a defined contribution plan. Thr present value o f the members account 
balance will be transferred to the defined contribution plan and the appropriate amount to 
cover payments towards medical benefits will be applied. Upon transfer, credit under the 
defined contribution plan is nullified, however the m em ber’s accrued years of service 
will count towards qualifying for medical eligibility in the defined contribution plan.

Establishes a 90-day window after the effective date o f this legislation for the member to 
transfer.

Gives the board the authority to establish regulations to regulate the transfer of 
employees.

Requires the em ployee’s election be stated in writing and ensures that the em ployje is 
fu i.j aware of the implications of their transfer.

If a member makes no election within the time period provided, they will remain in the 
defined benefit tier.

Defines the terms administrator, board, defined benefits retirement plan, defined 
contribution retrem ent plan. International Revenue Code, member, member contribution 
account, and qualified domestic relations order.

Sec. 38. Allows a Public Employees Retirement System non-vested defined benefit tier 
member transfer into a defined contribution plan. The present value of the m em ber’s 
account balance will be transferred to the defined contribution plan and the appropriate 
amount to cover payments towards medical benefits will be applied. Upon transfer credit 
under the defined contribution plan is nullified, however the m em ber’s accrued years of 
service will count towards qualifying for medical eligibility in the defined contribution 
plan.

Establishes a 90-day window after the effective date of this legislation the member has to 
transfer.

Gives the board the authority to establish regulations to regulate the transfer of 
employees.

Requires the em ployee’s election be stated in writing and ensures that the employee is 
fully aware of the implications of their transfer.



If a m em ber makes no election within the time period provided, they will remain in the 
defined benefit tier.

Defines the terms administrator, board, defined benefits retirement plan, defined 
contribution retirement plan, International Revenue Code, member, member contribution 
account, and qualified Jom estic relations order.

Sec. 39. Establishes the legislative intent of this legislation: to provide the members with 
investment options similar to the State Supplemental Annuity Plan.

Sec. 40. Gives instruction to revisor.

Sec. 41. Effective date of July 1, 2005
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House Bill 248 
Sponsor Statement

“An Act relating to the exemption from public inspection of 
certain records and information of public agencies that are 
compiled in connection with peace or correctional officers.”

House Bill 248 will protect law enforcement officers from being 
targeted for frivolous lawsuits. Currently, a person can request a 
copy of a peace officer’s Internal Affairs (IA) files through the 
Freedom of Information Act. There have been incidents where this 
information is received and evaluated to determine if the officer is 
vulnerable to civil litigation due to previous complaints, even if 
those complaints have been found to be false, not sustained or 
unfounded.

If an individual has been wrongfully treated by an officer, he or she 
still has the right to bring suit against the officer. The oi'icer’s IA 
files can then be reviewed “in camera” by a judge to determine 
what information is relevant to the case in question. Those files are 
then released for use during the court case. This procedure 
protects officers from prospective litigants “case shopping” to 
determine which officer would be the best target for a suit.

The changes made by this bill would not prevent a private citizen 
from obtaining general information about complaints -  including the 
number, type and disposition of complaints filed against a particular 
facility or office, as long as the information doesn’t personally 
identify the officer.

Troopers, Police Officers and Correctional Officers are in daily 
contact with the criminal element of society and especially exposed 
to their scrutiny. Passage of HB 248 will protect peace officers, 
while still allowing a person who has a leg:*!mate cause to bring 
suit. Thank you for your consideration of this legislation.
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CS FO R  H O U SE  B IL L  NO. 248( )

IN THE LEGISLATURE O F THE STATE OF ALASKA 

PV ENTY-FO URTH LEGISLATURE - FIRST SESSION

B Y

Offered:
Referred:

S p o n s o r ( s ) :  R E P R E S E N T A T I V E  H A W K E R

1

2

A B ILL

FO R  AN A C T  EN TITLED

"A n A ct re la tin g  to the  exem ption from  public inspection o f certa in  reco rds and 

in fo rm ation  o f  public agencies th a t a re  compiled in connection  w ith  in ternal 

investigations o r  proceedings."

4 BE IT  E N A C T E D  BY T H E  L E G ISL A T U R E  O F TH E STA TE O F  A LA SK A :

5

6

7
8

9

10

11

12

13

14

* Section 1. AS 40.25.120(a) is amended to read:

(a) Every person has a right to inspect a public record in the state, including 

public records in recorders' offices, except

(1) records o f  vital statistics and adoption procc .dings, which shall be 

treated in the manner required by AS 18.50;

(2) records pertaining to juveniles unless disclosure is authorized by

law;

(3) medical and related public health records;

(4) records required to be kept confidential by a federal law or 

regulation or by state law;

-1-
New Text U nderlined [DELETED TEXT BRACKETED]

C SH B 248( )

a



(

II

i ;

\:

12

14
15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

WORK D R A F T WORK D R A F T 24-LS0768\Y

(5) to the extent the records are required to be kept confidential under 

20 U.S.C. 1232g and the regulations adopted under 20 U.S.C. 1232g in order to secure 

or retain federal assistance;

(6) records or information compiled for law enforcement purposes, but 

only to the extent that the ^ d u c tio n ^ o f  the law enforcem ent records or information

(A) could reasonably be expected to interfere with enforcement

proceedings;

(B) would deprive a person o f a right to a fair trial or an 

impartial adjudication;

(C) could reasonably be expected to constitute an unwarranted 

invasion o f  the personal privacy o f  a suspect, defendant, victim, or witness;

(D) could reasonably be expected to disclose the identity o f a 

confidential source;

(E) would disclose confidential techniques and procedures for 

law enforcem ent investigations or prosecutions;

(F) would disclose guidelines for law enforcement 

investigations or prosecutions if  the disclosure could reasonably be expected to 

risk circumvention o f  the law; [OR]

(G) could reasonably be expected to endanger the life or 

physical safe ; o f  an individual; o r

(H ) w ould  disclose the contents o f an  in terna l investigation 

o r  proceed ing  o f a public agency, except to the ex ten t a cou rt o rders  

otherw ise;

(7) nam es, addresses, and other information identifying a person as a 

participant in the A laska Higher Education Savings Trust under AS 14.40.802 or the 

advance college tuition savings program under AS 14.40.803 - 14.40.817;

(8) public records containing information that would disclose or might 

lead to the disclosure o f  a component in the process used to execute or adopt an 

electronic signature i f  the disclosure would or might cause the electronic signature to 

cease being under the sole control o f  the person using it;

(9) reports submitted under AS 05.25.030 concerning ce. lain

) -2-
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collisions, accidents, or other casualties involving boats;

(10) records or information pertaining to a plan, program , or

procedures for establishing, maintaining, or restoring security in the state, or to a 

detailed description or evaluation o f systems, facilities, or infrastructure in the state, 

but only to the extent that the production o f  the records or information

im plem entation or enforcement o f  the security plan, program, or procedures;

public health and welfare;

(11) the written notification regarding a proposed regulation providci 

under AS 24.20.105 to the Department o f  Law and the affected state agency an< 

communications between the Legislative fairs Agency, the Department o f  Law, an< 

the affected state agency under AS 24.20.105.

(A) could reasonably be expected to interfere with the

(B) would disclose confidential guidelines for investigations or

enforcem ent and the disclosure could reasonably be expected to ris 

circumvention o f  the law; or

(C) could reasonably be expected to endanger the life c 

physical safety o f  an individual or to present a real and substantial risk to th
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F I S C A L  N O T E

S T A T E  O F  A L A S K A  Fiscal Note Number _____________
2005 L E G IS L A T IV E  SESSION Bill Version: HB 248

0  Publish Date: ______________

Revision Date/Time (Note if correction): Dept Affected________Corrections
Title________"An act relating to the exemption from public____ RDU Administration & Support
inspect of records .... Connection of or correctional officers." Component Commissioner's Office
Sponsor Representative Hawker
Requester St ’te Affairs, Judiciary Component No. 694

Expenditures/Revenues (Thousands of Dollars)
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 Services 0.0 0.0 0.0 0.0 00 00
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contractual 0.0 0.0 0.0 0.0 0.0 0.0
Supplies 0.0 0.0 0.0 0.0 0.0 00
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
ICAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0 |

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0 |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 00 0.0
1005 GF'Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1037 GF/Mental Health 0.0 0.0 0.0 00 0.0 00
Other (Specify Type-Do not abbreviate) 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2005) cost: 0 0
Mark this box (X) if funding for this bill is included in the GovernoTs TY 2006 budget proposal: 

POSITIONS
Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0
ANALYSIS: (Attach a separate page if necessary)

The Department of Corrections does not anticipate a significant fiscal impact with passage of this 
legislation. Employee records are maintained by the Division of Personnel, Department of Administration.

Prepared by: Sharleen Griffin, Acting Director______________________  Phone 465-4641
Division Administrative Services Date/Time 4/26/05 6:53 AM

Approved by: Portia Parker, Deputy Commissioner_______________________  Date 4/26/2005
Agency Department of Corrections________________________________

(RavtMd 9/23T2004 OMB) Page 1 of 1
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F I S C A L  N O T E

S T A T E  O F  A L A S K A  Fiscal Note Number: _____________________
2005 L E G IS L A T IV E  SESSION Bill Version: HB248-LAW-COCO-4-26

0  Publish Date: _____________________

Revision Date/Time (Note if correction):________________Dept. Affected;________LAW_____
Title "An Act relating to the exemption from public RDU CRIMINAL__________
inspection of certain records and information..." Component Criminal Justice Litigation
Sponsor Representative Hawker__________________  __________________
Requester House State Affairs_____________________ Component No.

Expenditures/Revenues__________________________(Thousands of Dollars)__________
Note: Amounts do not inciude inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
ICAPITAL EXPENDITURES | | 1 |

ICHANGE IN REVENUES ( ) 1 I I I

FUND SOURCE___________________________________ (Thousands of Lollars)
11002 Federal Receipts
11003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any cur rent year (FY2005) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata page if necessary)
This bill amends AS 40.25.120 (Public Records) by adding a new subsection that would allow certain 
information about peace officers or correctional officers to be disseminated to a requestor.

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

Prepared by: Kathryn Daughhetee, Director_______________________  Phone 465-3673
Division Administrative Services Division______________________  Date/Time 4/25/05 5:33 PM

Approved by: Kathryn Daughhetee for David Marquez, Attorney General Date 4/25/2005______
Agency Department of Law______________________________________

(Revised V23C004 OMB) Page 1 of 1



F I S C A L  N O T E

S T A T E  O F  A L A S K A
2005 L E G IS L A T IV E  SESSION

Dept Affected:

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

HB248-DPS-ASTD-4-26-05

Public Safety
Title "An Act relating to the exemption (rom public RDU Alaska State Troopers

inspection of certain records and information . Component AST Detachments
Sponsor Representative Hawker
Requester House State Affairs Component No. 2325

Expenditures/Revenues (Thousands of Dollars)
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 !

ICHANGE IN REVENUES ( )

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

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any curren* year (FY2005) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
I emporary

ANALYSIS: (Attach a separate page if necessary)
Passage of this bill will not have a fiscal impact on the Alaska State Troopers.

Note: After conferring with the bill sponsor, it became apparent that the language drafted for this legislation 
was going to have the opposite effect of the sponsor's intent. No further comment will be offered for this 
original bill as a complete rewrite will be addressed in committee.

Prepared by: 
Division

Approved by. 
Agency

Lieutenant Todd Sharp Phone 907-269 4532
Alaska State Troopers Date/Time 4/25/05 4:53 PM

Commissioner William Tandeske Date 4/25/2005
Department of Public Safety

(Rawed (1/23/2004 OMB) Page 1 of 1





A laska State Legislature

Representative Bruce Weyhrauch
H ouse D istrict 4

sp o n so r  S ta tem en t 

HB 273

A iaska 
State C apitoi 

Juneau, Aiaska 
99801-1182

(907) 465-3744 
FAX (r07) 465-2273

"An Act relating to the dividends o f individuals claiming allowable absences, and
providing for an effective date.”

The Alaska Permanent Fund Dividend was initiated to provide Alaskans with a share ol 
the state’s resource wealth, primarily derived from oil. As dividend values increase, the 
number of allowable absences also has increased. While receiving dividends out of stale, 
many valuable Alaskans continue to receive dividends under many exemptions 
authorized by the Legislature. To encourage those who live out of state and receive PFD 
checks to return to the state, HB 273 simply asks individuals to return in order to collect 
their dividends.

Individuals collecting dividends out ol state, leave little in net return to Alaska. In 2004, 
roughly IS489 dividends were paid to people living out of state, removing 
$17,006,921.76 directly from the state’s economy. With a dividend in the amount of 
$1963 in 2000, roughly $30 million left the stale.

The system for paying dividends out of stale is based on statutory absences created by the 
legislature. All that is necessary for individuals to receive approval for an allowable 
absence is that they make a simple statement that they intend to return to the state. 
Essentially, its an ‘honor system .'

But docs this really work? Recently, the PF Division issued an estimate that the average 
rate of return for individuals out o f state on an allowable absence was 30%. Over a nine- 
year period the PF Division estimates the sum of dividends paid to those absent more 
than 180 days who never returned to the state at approximately $86.1 million dollars.

Distributing dividends in Alaska through I IB 273’s requirement for return, suggests that 
more money will be spent in Alaska Knowing that a sizable nest egg had accrued in 
absence. HB 273 might encourage college students and our valuable military personnel to 
also return to Alaska. By distributing more dividends in state. IIB 273 seeks to remedy 
the situation where a person collects Alaska PFD checks but doesn’t live here, while 
potentially pumping more money into the state’s economy.

Contact: Linda Sylvester Revised: May 3, 2005

Representative _Bruce_Weyhrauch@ lcgis.statc.ak.us 
wwAv.akrcpubIicans.org/weyhrauch/

mailto:_Bruce_Weyhrauch@lcgis.statc.ak.us
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CS FO R H O U SE B IL L  NO. 273( )

IN THE LEGISLATURE OF TH E STATE OF ALASKA 

TW ENTY-FOURTH LEGISLATURE - FIRST SESSION

B Y

O f f e r e d :
R e f e r r e d :

S p o n s o r ( s ) :  R E P R E S E N T A T I V E S  W E Y H R A U C H ,  S e a t o n ,  M c G u i r e ,  G a t t o ,  G r u e n b e r g ,  E l k i n s ,  H a w k e r ,  
W i ls o n ,  R a m r a s ,  C i s s n a ,  T h o m a s ,  F o s t e r ,  A n d e r s o n ,  R o k e b c r g ,  M o s e s ,  O ls o n ,  H o lm ,  C h e n a u l t ,  K e l l y ,  
G u t t e n b e r g ,  D a h l s t r o m

A B IL L

FOR AN A C T  E N T IT L E D  

"A n Act re la tin g  to the  dividends o f certa in  ind iv iduals claim ing allow able absences; 

and  prov id ing  fo r  an  effective da te ."

3 BE IT  E N A C T E D  BY T H E  L E G ISL A T U R E  O F  T H E  STA TE O F  A LA SK A :

* Section 1. AS 43.23.005(a) is amended to read:

(a) An individual is eligible, o r  conditionally  eligible u n d e r  AS 43.23.009, to

receive one permanent fund dividend for each year in an amount to be determined 

under AS 43.23.025 if the individual

(1) applies to the department;

(2) is a state resident on the date of application;

(3) was a state resident during the entire qualifying year;

(4) has been physically present in the state for at least 72 consecutive 

hours at some time during the prior two years before the current dividend year;

(5) is

(A) a citizen of the United States;

-1-
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(B) an alien lawfully admitted for permanent residence in the

United States;

(C) an alien with refugee status under federal law; or

(D) an alien that has been granted asylum under federal law;

(6) was, at all times during the qualifying year, physically prese.it in 

the state or, if absent, was absent only as allowed in AS 43.23.008 and  m et the 

requ irem en ts  of AS 43.23.009; and

(7) was in compliance during the qualifying year with the military 

selective service registration requirements imposed under 50 U.S.C. App. 453 

(Military Selective Service Act), if those requirements were applicable to the 

individual, or has come into com pliance after being notified o f the lack o f compliance.

* Sec. 2. AS 43.23.008(a) is amended to read:

(a) Subject to (b) and (c) of this section, an otherwise eligible individual who 

is absent from the state during the qualifying year remains eligible, o r  conditionally 

eligible u n d e r AS 43.23.009, for a current year permanent fund dividend if the 

individual was absent

(1) receiving secondary or postsecondary education on a full-time

basis;

(2) receiving vocational, professional, or other specific education on a 

full-time basis for which, as determined by the Alaska Comm ission on Postsecondary 

Education, a comparable program is not reasonably available in the state;

(3) serving on active duty as a member o f the armed forces of the 

United States or accompanying, as that individual's spouse, minor dependent, or 

disabled dependent, an individual who is

(A) serving on active duty as a m em ber of the armed forces of 

the United States; and

(B) eligible for a current year dividend;

(4) serving under foreign or coastal articles o f employment aboard an 

oceangoing vessel of the United States merchant marine;

(5) receiving contin' ius medical treatment recommended by a 

licensed physician or convalescing as recommended by the physician that treated the

S H B 27 3 ( ) -2-
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illness if the treatment or convalescence is not based on a need for climatic change;

(6) providing care for a parent, spouse, sibling, child, or stepchild with 

a critical life-threatening illness whose treatment plan, as recommended by the 

attending physician, requires travel outside the state for treatment at a medical 

specialty complex;

(7) providing care for the individual's term inally ill family member;

(8) settling the estate of the individual's deceased parent, spouse, 

sibling, c h 'd ,  or stepchild, provided the absence does not exceed 220 cumulative days;

(9) serving as a member of the United States Congress;

(10) serving on the staff o f a m em ber from this state of the United 

States Congress;

(11) serving as an employee of the state in a field office or other

location;

(12) accompanying a minor who is absent under (5) of this subsection;

(13) accompanying another eligible resident who is absent for a reason 

permitted under (1), (2), (5) - (12), or (14) of this subsection as the spouse, minor 

dependent, or disabled dependent of the eligible resident;

(14) for any reason consistent with the individual's intent to remain a 

state resident, provided the absence or cumulative absences do not exceed

(A) 180 days in addition to any absence or cumulative absences 

claimed under (3) of this subjection if the individual is not claiming an absence 

under (1), (2), or (4) - (13) of this subsection;

(B) 120 days in addition to any absence or cumulative absences 

claimed under (1) - (3) of this subsection if  the individual is not claiming an 

absence under (4) - (13) of this subsection but is claiming an absence under (1) 

or (2) of this subsection; or

(C) 45 days in addition to any absence or cumulative absences 

claimed under (1) - (13) of this subsection if the individual is claiming an 

absence under (4) - (13) of this subsection.

* Sec. 3. AS 43.23 is amended by adding ?. new section to read:

Sec. 43.23.009. D ividends o f individuals w itn allow able absences, (a)

-3-
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N otwithstanding other prov lions regarding eligibility for and payment o f  dividends, 

the dividend of an individual who was absent from the state during the qualifying year 

as allowed in AS 43.23.008(a)(1) - (8) or (10) - (13) shall be paid to that individual on 

the first subsequent year that the individual is eligible ror a dividend without claiming 

an allowable absence under AS 43.23.008(a)(1) - (8) or (10) - (13).

(b) If an individual who is conditionally eligible for a dividend that has not 

became payable under (a) o f this section fails to be eligible for a subsequent year 

dividend, the individual's conditional eligibility for the dividend that has not become 

payable under (a) of this section is terminated, and that dividend may not be paid.

(c) If an individual who is conditionally eligible for a dividend that has not 

become payable under (a) of this section dies before conditional eligibility for the 

dividend is terminater1 under (b) o f this section, the department <=hail pay the dividend 

to a personal representative o f the e s ta te^ T to  a successor claiming personal property 

under AS 1 3 .1 6 .6 8 0 ^

(d) Notwithstanding other provisions, a dividend that has not becom e payable 

to an individual under (a) of this section is not subject to levy, execution, garnishment, 

attachment, or any other remedy for the collection of debt until that dividend becomes 

payable or is paid to the individual.

* Sec. 4. AS 43.23.025(a) is amended to read:

(a) By October 1 of each year, the commissioner shall determine the value of 

each permanent fund dividend for that year by

(1) determining the total amount available lor dividend payments,

which equals

(A) the "mount o f  income of the Alaska permanent fund 

transferred to the dividend fund under AS 37.13.145(b) during the current year;

(B) plus the unexpended anu unobligated balances of prior 

fiscal year appropriations that lapse into the dividend fund under 

AS 43.23.045(d);

(C) less the amount necessary to pay prior year dividends from 

the dividend fund in the current year under AS 43.23.005(h), 43.23.009, and 

under AS 43.23.055(3) and (7);

CSHB 273( ) -4-
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WORK D R A F T

(D) less the amount necessary to pay dividends from th

WORK D R A F T 24-LS087IV

dividend fund due to eligible applicants who, as determined by the department, 

filed for a previous year's dividend by tuc filing deadline but who were not 

included in a previous year’s dividend computation;

current year, including amounts to pay costs o f adm inistering the dividend 

program and the hold harm less provisions of AS 43.23.075;

(21 determining the number o f individuals eligible to receive a 

dividend payment for the current year and the number of estates and successors 

eligible to receive a dividend payment for the current year under AS 43.23.005(h); and

(E) less appropriations from the dividend fund during the

(3) dividing the amount determined under (1) o f this subsection by the 

amount determined under (2) o f this subsection.

* Sec. 5. This Act takes effect January 1, 2006.

-5-
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24-LS0871\F.2
Cook

1/23/06

•/*> f.
OFFERED IN THE HOUSE BY REPRESENTATIVE LYNN

TO: CSHB 273(STA), Draft Version F"

1 Page 4, line 6, following "AS 43.23.008(a)(1) - (8) or (10) - (13).":

2 Insert "This subsection does not apply to the payment o f a current year dividend to an

3 individual claiming an allowable absence under AS 43.23.°08(a)(3) if, for a period during the

4 qualifying year, the individual

5 (1) was serving as a member of the armed forces o f the United States

6 on active duty

7 (A) at a location outside of the United States and outside of

8 North, South, and Central America;

9  (B) considered to be a remote tour of duty by the armed forces

10 of the United States; or

1 1 (C) at a location outside of the state, has a spouse or minor or

12 disabled dependent, and the spouse and each m iner or disabled dependent is

1 3  eligible for the current year dividend without claiming an allowable absence

14 under AS 43.23.008; or

15 (2) received care in a hospital outside the state while

16 (A) serving on active duty as a member o f the armed forces of

17 the United States; or

18 (B) a spouse or minor or disabled dependent of an individual

19 serving on active duty as a member of the armed forces o f the United States

20 who is eligible for a current vear dividend."
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Amendment to HB 273

O ffered  by R ep. G ru en b erg

A m ending  AS 43.23

F o r a s tu d e n t w ho is eligible fo r a  dividend who leaves the s ta te  to a tte n d  an 

educa tiona l in s titu tion , th e  d iv idend will continue to  be payab le  to the s tu d en t u n d e r  

th e  following conditions:

1. T he s tu d en t shall sign an  affidavit, o r  eompavab le instrument prov ided  

by the  P e rm an en t F und C orporation , sta ting  the s tu d e n t’s in ten t to

re tu rn  and  rem ain  in the sta te  w ithip one y ea r o f com pleting s tu d ie s . C t ^

2. I f  th e  s tu d en t does not re tu rn  and  rem ain  a fte r one y ear o f com pleting 

stud ies ou t o f sta te , the en tire  am oun t of P e rm an en t Fund  d iv id en d ?  

p a id  d u rin g  the s tu d e n t’s absence will becom e payab le  im m ediately ,
•/A /■xJ- tf <1+4/ A ,

s ta r tin g  one y ear a fte r ci-nr^c hppn rnmplpfnH »nd ihn 

-nut letuined lu Alaska.

3. ^ 3 %  an n u a l in terest fee  will be1*d 3 cd4 o 4he  o u ts ta n d ing am o u n t the 

s tu d en t is ob ligated  to repay  the sta te  if he/she has no t re tu rn e d .
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REPRESENTATIVE GRUENBERG moved to adopt Amendm ent 1, to 
eliminate: "or to a successor claiming personal property under 
AS 13.16.680." He said this issue has come up during another 
bill. He said he doesn't want this to become a big deal again.
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Cook

OFFERED IT THE HOUSE BY REPRESENTATIVE GARDNER
TO: IIB 273 j h j ’

Page 1, Kne 6, following "dividends":
Insert "and except as provided in (d) o f this section"

Page 2, following line 5:
Insert a new subsection to read:

"(d) The dividend for a current year and for t h e v e a ^  immediately 
followii the current year shall be paid to an individual each year under 
AS 43.23.055(2) i f

(1 ) without claiming an allowable absence under AS 43.23.008(a)(1) -
(8 ) or (10) - (13), the individual was eligible for a dividend for the year immediately
preceding the qualifying year for the current year;

(2 ) the individual was absent from the state during the qualifying year 
for the current year as allowed in AS 43.23.008(a)(1) - (8 ) or (10) - (13); and

(3 ) the individual is otherwise eligible for the divi ’ end."

A M E N D M E N T



Conceptual Amendment to CSHB273/b version 

By Rep. Gruenberg

Page 4, line 19

Add a new AS 4 3.23.009 (e)

“I f  the applicant’s initial enlistment or initial entry into the 

Armed Forces began while the applicant was an Alaskan 

resident for more than one year, they shall not be required to 

delay receiving the Permanent Fui;d dividends under this

section.”



C O N C E P T U A L  A M E N D M E N T

O F F E R E D  IN  S T A T E  A F F A I R S  B Y  R E P R E S E N T A T I V E  B O B  L Y N N  
T o :  H B  2 7 3

T h e  p r o v i s i o n s  o f  th i s  s t a t u t e  d o  n o t  a p p l y  to  a n y  m i l i t a r y  s e r v i c e  m e m b e r  

w h o  is a s s i g n e d  to  d u t y  in  a n  o v e r s e a s  l o c a t io n ,  o r  to  a  l o c a t i o n  d e s i g n a t e d  

a s  “ r e m o t e , ”  o r  to  a n y  m i l i t a r y  s e r v i c e  m e m b e r  w h o s e  m i l i t a r y  d e p e n d e n t s  

r e m a i n  in  A l a s k a  w h i l e  t h e  s e r v i c e  m e m b e r  s e r v e s  o u t s i d e  A l a s k a ,  o r  to  a n y  

m i l i t a r y  s e r v i c e  m e m b e r  o r  d e p e n d e n t  w h o  is  r e c e i v i n g  c a r e  in  a  h o s p i t a l  

o u t s i d e  A la s k a .



9:28:28 AM

REPRESENTATIVE GARDNER moved to adopt Conceptual Amendment 2, 
which she explained would have to be conceptual because it was 
not drafted to fit the lines o f Version G. Conceptual Amendment 
2 read as follows:

Page 1, line 6, following "dividends":
Insert "and except as provided in (d) o f this 

section"

Page 2, following line 5:
Insert a new subsection to read:

"(d) The dividend for a current year and for the 
o A ^  tTlprfe yearl immediately following the current year 

shall be paid to an individual each year under 
AS 43.23.055(2) if

(1 ) without claiming an allowable absence 
under AS 43.23.008(a)(1) • (8) or (10) - (1 3 ), the 
individual was eligible for a dividend for the year 
immediately preceding the qualifying year for the 
current year;

(2 ) the individual was absent from the
state during the qualifying year for the current year 
as allowed in AS 43.23.008(a)(1) - (8) or (10) - (13);
and

(3) the individual is otherwise eligible 
for the dividend."
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D E P A R T M E N T  O F  R E V E N U E

P E R M A N E N T  F U N D  D IV ID E N D  D IV IS IO N

Stale Office Building 
POBox 110460 
Juneau, AK 99811-0460 
Telephone: 907-465-2323 
Fax:907-465-2096

FRANK MURKOWSKI, GOVERNOR

December 9, 2005
The Honorable Bruce Weyhrauch 
Alaska State House o f  Representatives 
Alaska State Capitol 
Juneau, AK 99801-1182

Dear Representative Weyhrauch:

In last session’ s hearings on HB 273, PFD Delayed Payments, I committed the division to
an updated study o f the return rates for PFD recipients who are absent from the state for more than 180 days.

The new study is enclosed. It was designed to be statistically valid at the 95% 
confidence level. The bottom line indicates that approximately $18 million dollars is 
paid each year to individuals who are absent from the state and never return.

I would be happy to meet with you or your staff to go over the study in detail.
Sincerely,

Sharon Barton 
Director

cc: Representative Paul Seaton. Chair 
House State Affairs Committee 

Tom Boutin, Deputy Commissioner 
Jerry Burnett, Administrative Services Director

Enclosure



Permanent Fund Dividend 
HB 273

2005 Absentee Return Study  
M ethodology & Summary

Using a 1996 statistically valid applicant sample (95% confidence level and 
interval level of five) cf individuals in four allowable absence categories who were 
absent from the state for more than 180 days, the division determined the 
percent of individuals who did not return to Alaska by 2005.

The respective percentages by category were applied to all individuals in each
absence category for the years 1996-2005 to project the total cost of dividends
paid to individuals who would not return to Alaska.

A ten year period is used for the study because Alaskans may only continue to 
receive the PFD for ten years while allowably absent from the state.

The "did not return" percentages for the sample are as follows:
Accompanying 81%
Students 64%
Active Military 66%
Medical 40%

Applying these percentages to each year 1996-2005 indicates that a total of 
$181,790,472 was paid over the ten year period to individuals who have not or 
will not return to the state, an average of $18.2 million each year.



Permanent Fund Dividend
2005 Pro jection

Individuals absent for more than 180 days who w ill not return over a ten year period

Absence
Category/Year

Indiv iduals
Absen t

% did not 
return in 
sam ple

Ca lcu lated 
total did 

not return
D ividend
Am ount Tota l paid

Accom panied
1996 4,105 0.81 3,325 $9,427 $31,344,781
1997 4,127 0.81 3,343 $1 297 $4,334,165
1998 4,248 0.81 3,441 $1,541 $5,301,983
1999 5,335 0.81 4,321 $1,770 $7,648,098
2000 7,011 0.81 5,679 $1,964 $11,152,584
2001 7,680 0.81 6,221 $1,850 $11,510,222
2002 7,525 0.81 6,095 $1,541 $9,391,317
2003 7,633 0.81 6,183 $1,108 $6,847,744
2004 7,506 0.81 6,080 $920 $5,592,498
2005 6,864 0.81 5,560 $846 $4,703,625
Total 62,034 50,248 $97,827,018

Students
1996 4,142 0.64 2,651 $1,131 $2,997,297
1997 4.446 0.64 2,845 $1,297 $3,689,227
1998 4,773 0.64 3,055 $1,541 $4,706,957
1999 5,085 0.64 3,254 $1,770 $5,759,767
2000 5,443 0.64 3,484 $1,964 $6,641,146
2001 5,611 0.64 3,591 $1,850 $6,644,429
2002 5,659 0.64 3,622 $1,541 $5,580,263
2003 5,534 0.64 3,542 $1,108 $3,922,712
2004 5,200 0.64 3,328 $920 $3,061,228
2005 4,373 0 64 3.119 $846 $2,638,437
Total 50,766 32,490 $45,841,462

Active  Duty
1996 2,601 066 1,717 $1,131 $1,940,993
1997 2,813 066 1,857 $1,297 $2,407,130
1998 2,992 066 1,975 $1,541 $3,042,807
1999 3,437 066 2,268 $1,770 $4,014,740
2000 4,308 0.66 2,843 $1,964 $5,583,804
2001 4,805 0.66 3,171 $1,850 $5,867,793
2002 4,684 066 3,091 $1,541 $4,763,167
2003 4,901 066 3,235 $1,108 53,582,580
2004 4,826 0.86 3,185 5920 $2,929,838
20C6 4,920 0.66 3,247 $846 52,747,131
Total 40,287 26,589 $13,966 $36,879,983

Medical
1996 144 0.4 58 $1,131 565,127
1997 138 0.4 55 51.297 $71,569
1991 131 0.4 52 $1,541 $80,742^
1999 134 0.4 54 51.770 $94,863
2000 221 0.4 8? $1,964 $173,605
2001 261 04 104 $1,850 $193,169
2002 285 0.4 114 $1,541 $175,647
2003 299 0.4 120 $1,108 $132,464
2004 349 0.4 140 $920 $128,410
2005 374 0.4 150 $845 5126,412
Total 2,336 934 $13,965 51,242,009

Total - All Categories/Ten 
years $181,790,472

1
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FISCAL NOTE

Expenditures/Revenues__________________________
Note: Amounts do not include inflation unless otherwise noted
O P E R A T I N G  E X P E N D I T U R E S

Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

T O T A L  O P E R A T I N G

2005 LEG ISLATIVE  SESSION Bill Version: HB 273
() Publish Date: ______

S T A T E  O F  A L A S K A  Fiscal Note Number: _______

Revision Date/Time (Note if correction):________________________Dept. Affected;__________ Revenue__________
Title PFD: Delayed payments for eligible at___________ RDU Revenue Programs & Support
___________________________________________________________ Component Permanent Fund Dividend
Sponsor Weyhrauch, et al
Requester  Component No. 981

(Thousands of Dollars)

C A P I T A L  E X P E N D I T U R E S  I I I I I

C H A N G E  IN R E V E N U E S  ( ) I I I I I

F U N D  S O U R C E ____________________

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

T O T A L

ITh" "  of Dollars)

Estimate of any current year (FY2005) cost: 0 0
C h e c k  this bo x  (X) if funding for this bill is included in the Governor's F Y  2006 budget proposal: [

P O S I T I O N S

Full-time
Part-time
Temporary

| A N A L Y S I S :  (Attach a separate page if necessary)
HB 273 delays payment of dividends for Alaskans who are out of state on allowable absences until the 
individual returns to Alaska for one year without allowable absences. If an individual fails to otherwise 
maintain eligibility for any year, the individual's eligibility for the delayed dividends is terminated 3nd the 
delayed dividends will not be paid.

PFD will review all applications for those with allowable absences exceeding 180 days, determine 
eligibility, and pend payment for those who are otherwise eligible. In 2004, 18,489 applicants were out of 
state for more than 180 days on allowable absences.

Prepared by:

Division

Approved by:

Agency

Sharon Barton Phone 907-465-4785
Permanent Fund Dividend Date/Time 4/21/05 1:53 PM

Jerry Burnett, Special Assistant to the Commissioner

Department of Revenue_____________________________

Date 4/21/2005

(Ravtiod 912312004 OMB) Page 1 of 2_



FISCAL NOTE

ANALYSIS  CONTINUATION

PFD will calculate and reserve in the Permanent Fund Dividend Fund the amount need to pay delayed 
dividends each year. Funds for delayed payments for those who do not return to the state will be released 
and included in the calculation for all other dividends.

Interest earned on funds held for delayed payments will be deposited in the General Fund.

Incremental costs will be minimal and can be covered within the PFD 2006 budget.

STATE OF ALASKA BILL NO. HB 273___________
2005 LEGISLATIVE SESSION

Page of__
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