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D e a r  P r e s i d e n t  S t e v e n s :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  C o n s t i t u t i o n ,  I  a m  
t r a n s m i t t i n g  a  b i l l  r e l a t i n g  t o  a  c o m m u n i t y  d i v i d e n d  p r o g r a m .

T h i s  b i l l  w o u ld  e s t a b l i s h  t h e  c o m m u n i t y  d i v i d e n d  p r o g r a m ,  u n d e r  w h i c h  
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A S  3 7 . 0 5 . 5 6 5  b y  c h .  4 9 ,  S L A  2 0 0 5 .  T h e  A l a s k a  c a p i t a l  i n c o m e  f u n d  i s  f i n a n c e d  
b y  t h e  e a r n i n g s  o n  A m e ra d a  H e s s  s e t t l e m e n t  d e p o s i t s  t o  t h e  A l a s k a  P e r m a n e n t  
F u n d .

T h e  h i l l  p r o v i d e s  f i r s t  f o r  a  b a s e  g r a n t  t o  m u n i c i p a l i t i e s ,  ' h e n  f o r  a n  
o r g a n i z a t i o n a l  g r a n t  t o  n e w l y  o r g a n i z e d  b o r o u g h s .  A ^ y  a m o u m s  r e m a i n i n g  
f r o m  a  f i s c a l  y e a r ' s  a p p r o p r i a t i o n  w o u l d  b e  d i s t r i b u t e d  o n  a  p r o  r a t :  b a s i s  t o  
m u n i c i p a l i t i e s  a s  a  s u p p l e m e n t a l  g r a n t .

I u r g e  y o u r  p r o m p t  a n d  f a v o r a b l e  a c t i o n  o n  t h i s  m e a s u r e .
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F I S C A L  N O T E

2 0 0 5  L E G IS L A T IV E  S E S S IO N  Bill Version: SB 234
(S) Publish Date: 1/13/06

STATE OF ALASKA Fiscal Note Number: J _____

Re\ sion Date/Time (Note if correction):________________ Dept. Affected;_________Revenue________
Title Community Dividend/Revenue Sharing__________ RDU AK Permanent Fund Corporation
_________________________________________________________ Component AK Permanent Fund Corporation
Sponsor Governor Frank Murkowski____________________  _____________________________
R e q u e s t e r ____________________________________________Component No. 109

Expenditures/Revenues__________  (Thousands of Dollars)
Note: Amounts do not include inflatior. 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

TOTmL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | | i i

ICHANGE IN REVENUES ( ) I I I I

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 current year (FY2005) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal: I

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This bill as d'afted would not affect the operations of the Alaska Permanent Fund Corporation. Therefore 
there is no fiscal impact to the APFC as a result of this bill.

Prepared by: Michael Burns. Executive Director/CEO______________________  Phone 907-465-2047
Division Alaska Permanent Fund Corporation    Date/Time 1/13/2006

Approved h y : ______________________________________________________________ Date
Agency

(RoviMxI 9/23/2004 OMB) Page 1 of 1



F I S C A L  N O T E

STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/1 „ne (Note if correction): 
Title Community Dividend Program

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

Dept Affected: 
'RDU

SB 234
1/13/06

Commerce
Comm Asst & Econ Dev (405)

Sponsor
Requester

Rules
Component State Revenue Sharing

By Request of Governor Component No 689

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

27.600.0 27.6000 27,600 0 27,600.0 27.6000 27,6000

TOTAL OPERATING 27,600.0 27,600.0 27,600.0 27,600.0 27,600.0 27,600.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES’ ! "  ) I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts F

1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1197 AKCap Inc 27.6000 27,600 0 27.6000 27.6000 27.600.0 27.600.0

TOTAL 27,600.0 27,600.0 27,600.0 27,600.0 27,600.0 27,600.0

0 0Estimate of any current year (FY2006) cost:
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal:

POSITIONS
Full-time 0 0 0 0 0 0
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This legislation funds an annual community dividend program from earnings of the Alaska capital income fund (AS 
37.05 565). The Alaska Permanent Fund Corporation has estimated a mid-case statutory return from the fund of 
6 5% on $424 million, or $27 6 million, per year in projected realized income The projected annual income may vary 
significantly due to fluctuations in the market

The first $10 million appropriated to the program is allocated to boroughs and cities using graduated base grants 
ranging from $25,000 to $50,000 with the remaining balance distributed on a per capita basis After making the $10 
million distribution, the department shall distribute organizational grants to organized boroughs at $1 million per year 
for each of the borough's first two years and $500,000 for the borough’s third year After paying the organizational 
grants, any remaining amount shall be distributed on a per capita basis to organized boroughs based on their 
areawide populations. The division anticipates implementing and administering the program with existing staff

Prepared by: 
Division

Approved by 
Agency

Michael Black. Director Phone 907.269 4578
Community Advocacy Date/Time 1/12/06 1:07 PM

William C Noll, Commissioner Date 1/12/2006
Commerce, Community, and Economic Development

(Revised 9(7/2005 OMB) Page 1 of 1



D E P A R T M E N T  OFCOMMERCE Fntnk H. Mtakouski, Governor 
William C Noll, Ccrmissicn.,-

C O M M U N I T Y  A N D  
ECONOMIC DEVELOPMENT

Office of the Commissioner

'5>Wb of AW *°

January 19, 2° ' > 6

The Honorable Gene Therriault 
Chair, State \ffairs Committee 
Alaska State Senate 
State Capitol, Room 119 
Juneau, AK 99801-1182

Re: SB 2 .4  -  Community Dividend Program

Dear Senator Therriault:

Senate Bill 234 has been introduced at the request of the Governor. This bill would fund an 
annual community dividend program from earnings o f the Alaska Capital income Fund (AS 
37.05.565). S J 234 has received referrals to the Senate committees o f  Stale Affairs and Finance.

We respectfully request that you schedule this bill for a hearing in the Senate State Affairs 
Committee, aixl we urge favorable action on this bill. I have enclosed a copy o f  the Governor’s 
transmittal letter, the bill, and the fiscal notes for this legislation.

We will be happy to meet with you and other members o f  the committee to provide any further 
information you may require. Thank you for considering our request.

Sincerely,

William C. Noll 
Commissioner

P.O. Box 110800, Juneau, Alaska 99811-0800 
Telephone: (907) 465-2500 Fax: (907) 465-5442 Text Telephone: (907) 465-5437 

Email: qucsiions@commercc.staie.ak.us Website: http://www.commerce.state.ak.us/

mailto:qucsiions@commercc.staie.ak.us
http://www.commerce.state.ak.us/


Alaska Department of Commerce
Recap of Community Dividend/Revenue Sharing/Admin Borough Bills

1

'  „  ‘ ’
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II .. • M r n l 'i r . r -  --;: i t J k i i r v
■Dr 'r .& r U ■ . ; ■■ : 

A - :  .-i-. L t i iU l l ,  J i l  -  ,.t„J

S B  38 Elton
MODIFICATION OF OIL 

S E VER AN C E  TAX

Increases oil production tax. dislnbutes half of now 

revenue lo communities under existing S ta le 

R evenue Sharing Program statutes

G F  (new taxes

I
*25 0 lo cities and 

boroughs - -
RES. FIN

SB  219 W ilken
C OM M UNITY DIVIDEND 

PRO GRAM

$70 per capita to municipalities and unincorporated 

communities. Municipalities that operate schools 

would receive $100 per capita N o  minimum 

allocation

33% PF Earnings 

Reserve. 

33% Am  Hess 

33% C B R  

(balance >  $1 

billion);

None

$70 per capita 

lo municipalities 

and

unincorporated 

communities 

Municipalities 

Ihal operate 

schools would 

receive $100 

per capita

$63 million CRA. FIN

S B  246

Senate  C R A  

by request 

of Advisory 

Com mission 

on Local 

Governm ent

APPRO P TO R EVENUE  
SH AR ING  FUND

Appropnates $28 million from A M  Hess to Municipal 

Fund
A M  Hess

$300 0 lor a unified 

municipality; $150 0 

(or other boroughs. 

$75 0 lo each city 

and Mellakalla. $25 0 

lo  each 

unincorporated 

community (about 75 

communities per 

D C C E O )

An y  balance 
distributed per $28 million CRA FIN

capita

SB  247

Senate  C R A  

by request 

of Advisory 

Com m ission 

on I ocal 

Governm ent

R EVEN U E  SHAR ING  
PRO GRAM

Base grant 

$300 0 for each unified municipality;

$150 0 for each borough that is not a unified 

municipality,

$75 0 for each ci«y 

$25 0 for each unincorporated community 

Balance distributed to municipalities on per capita 

basis

A M  H ess

$300 0 for a unified 

municipality, $1500 

for o lhei boroughs; 

375 0 lo each city 

and Mellakatla. $25 0 

lo each 

unincorporated 

community (about 75 

communities pei 

D C C E O )

An y  balance 

dislnbuled per 

capita

$2B million CRA FIN

S B  248

Senate  C R A  

by request 
of Advisory 

Com m ission 

on Local 

Governm ent

ADMINISTRATIVE 
B O R O UGH S AN D  N LW  

BOROUGH G RANTS

Admin borough Organizational Grants $250 O yrs 1 

2 and 3

Olhei Borough Organizational Grants $300 0 yi 1 

$200 0 yr 2, $100 0 yr  3 

N ew  Borough Grants If land grant > 15 000 acres 

then $12 5 M. If land grant * 15,000 acres then 

S15M

GF
— -

__________

CRA H N



Alaska Department of Commorce
Recap of Community Dividend/Revenue Sharing/Admin Borough Bills

MB 28 M oses
MUNICIPA DIVIDEND 

PROGRAM
Provides $250 per capita wilh a minimum of $40 0 

per community

PF oarnmgs a

P F D ’s anr’ 

inflation-proofing

$40 0 per city or 

borough
$250 per capita

$160
million

CRA STA  FIN

MB 36

Kapsner.

Gara,

Guttenberg.

Crofl

APPRO P MUNI 
R EVEN U E  

SHARING/SAFE COMM

Distributed under existing S late Revenue Sharing 

and Sa fe  Communities Program statutes
G F

$40 0 per city or 

borough, approx 

$7 0 to each 

unincorporated 

community

About 534 per 

capita under 

Sa fe 

Communities 

Program

$58 9 

million
C R A  FIN

HB  49
Rokeberg.

Elkins

MUNICIPAL AID 
G R ANTS

Provides $50 0 per municipality 

$3 5 per unincorporated community
G F

$50 0 per city or 

borough, $3.5 lo 

each unincorporated 

community

None SO 3 milltor CRA. FIN

HB  144 Thom as
ADVISORY’ VO TE  ON 

COM M UNITY DIVIDEND

Ad viso iy  vo le  on using PF earnings for revenue 

sharing

PF earnings after 

P F D ’s and 

inflation-proofing

$50 0 per city or 

borough. $25 0 to 

each  unincorporated 

community

About $219 per

capita

$150

million
STA FIN

HB 289 

SB  191

Gara 

Ellis. French

LOCAL TAX R EL IFF  4 
MUNI ASSISTANCE  

fU N D

Appropriates 2005 oil lax change revenue to Local 

property lax and municipal assistance fund 

Distributed under existing S R S /S C  Program 

statutes

G F

$40 0 per city or 

borough, approx 

$10 0 to each 

unincorporated 
community

About $5) per 

capita under 

Sa fe 
Communities 

Program

$100

million

CRA, FIN/ 
CRA. FIN

HB  330 

SB  217

Gardner.

Gara
Gruenberg

Flkins

Ellis

MUNICIPAL 
ASSISTANCE/1 O C A | 

TAX RELIEF

Appropriates $60 million annually lo Ihe local 

property lax and r» inidpal assistance fund if oil > 

$30 bbi Formula lo increase if oil > $30 bbl 

Distributed under existing S R S /S C  Program 

statutes

G F

$40 0 per city or 

borough, approx 

57 0 to each 

unincorporated 

community

About S34 per 

capita under 

Safe 

Communities 

Program

S60 million 

minimum
W & M .C R A  FIN/ 

CR A  FIN

HB  351

SB  226

Crawford

Ellon

MUNIClPAl
END O W M ENT

PRO GRAM

Provides $50 0 per municipality plus a  per capita 

distribution 

$25 0 per unincorporated community

Municipal 

endowment fund 

(see H B  35? and 

SB  221)

$50 0 per crty or 

boiough. $25 0 lo 

each unincorporated 

community

About $55 per 

capita

6 0% of 

fund 

distributed 

(projected 

545 million)

CRA. FIN/ 
CRA. FIN

HB 352 

S B  227

Crawford

Ellon

APPROPRIATIONS 
MUNICIPAL 

END O W M ENT f UND

1 lablishcs Municipal endowment fund and 

capitalizes it with $750 million
G F  Surplus

- — —
C R A  FIN/ 
C R A  FIN

mii 371 

SB  234

Governor
COM M UNITY DIVIDEND 

PR( K5RAM

$50 0 for borough, 

municipalities 500 or more e $40 0.

250 500 = $35 0. 100 249 = $30 0,

100 or loss =  $25 0 

Next priority is organizational giants ($1M yrs 1 4 ? 

SO 5M yr 3)

Balance is distnbufed per capita to boroughs

A M  H ess

$50 0 for borough 

municipalities with a 

population of 500 or 

m ore=$40 0 

250 500=535 0 

100 249*530 0 

100 or less=$?5 0

Any balance 

distributed per 

capita

Base 

piograin 

$10 million 

Average of 

527 6 

million 

distributed

CRA FIN/ 
STA  FIN

MM 3Q8 M oses
STATF MINERAL 

R ESO U RC E  
REV/M UN IC lPAl A lt '

Establishes S late Minerals lo a so  Assis tance Fund 
to nlfsel elfocts of exploration or location activity on 

municipalities

G F
—

Approx 
S i 994 

million

C R A  FIN

HB  401 Borkowilz
REVENUE  SHAR ING  
END O W  M l N l  « UND

Establishes Revenue Sharing f ndowment fund 

Capitalized with 25% ongoing shaie ot designated 

mineral revenues that would otherwise be G F

G F

(F Y  05 $138 

millioni

Formula is traditional 

municipal revenue 

sharing and safe 

;omriiunities program 

statutes

—

5 0%  ol 

lund value 

'$6  9 

million on 

$138 

million)

W &M  RES. FIN



Municipalities

SB 234 Com i unity D ividend Program 
$10 M illio n Base Payments to Cities and Boroughs W ith 

$16.6 M illio n Supplemental Borough Payments 
(D is tribu tion Assumes One New Borough Inco rpo ra tion G ran t at $1

Borough

G radua ted Per Capita F irs t Stage A reaw ide 
Base Amounts D is tribu tion D is tr ib u tio n Population

2004 
Population

Borough 
Supplemental 
D is tr ibu tion

Million)

Aduk
Akhiok
Akiak
Akutnn
Alnkanuk
Aleknugik
Aleutians Fast Borough
Allukakct
Ambler
Anaktuvuk Pass
Anchorage
Anderson
Angoon
Aniak
Anvik
Atka
Atqasuk
Harrow
Bethel
Betties
Brevig Mission
Bristol Bay Borough
Duckland
C'hcformik
th c va k
Clngnik
Chuathhaluk
Clark's Point
C o ilm .in Cove
C old Bay
Cordova
l  taig
Peering
Della Junction
I lenali Borough
Dillingham
Diomede
Fugle
le k
l-gegik
I kwok
! ;hm
Fmnionak
Fairbanks
Fairbanks North Star Borough
False Pass
Fort Yukon
Galena
Gambell
Ciolovin
Goodncws Bay
Grayling
Gustnvus
I lames Borough
I Inly Cross
Homer
Floonah

69 
56 
367 
771 
667 
219 
76 
90 
274 
300 

277.498 
546 
481 
532 
101 
92 
247 

4.351 
5.888 

31 
319 

1.096 
437 
439 
899

92 
105 
62 
177 
89 

2.298 
1.127 

145 
984 
1.296 
2 422 
141 
115 
292 
76 
127 
318 
762 

29.954 
53.493 

62 
594 
7

648 
160 
236 
182 
473 
245 
206 
.332 
811

7

$25,000 
$25,000 
$35,000 
$40,000 
$40,000 
$30,000 
$50,000 
$25,000 
$35,000 
$35,000 
$50,000 
$40,000 
$35,000 
$40,000 
$30,000 
$25,000 
$30,000 
$40,000 
$40,000 
$25,000 
$35,000 
$50,000 
$35,000 
$35,000 
$40,000 
$25,000 
$30,000 
$25,000 
530,000 
$25,000 
$40,000 
$40,000 
$30,000 
$40,000 
$50,000 
$40,000 
$30,000 
$30,000 
$35,000 
$25,000 
$30,000 
$35,000 
$40,000 
$40,000 
$50,000 
$25,000 
$.0 uOO 
$40,000 
$40,000

$30,000
$30,000
$30,000
$35,000
$50,000
$30,000
$40,000
$10,000

$445 
$361 

52,368 
$4,975 
S4.304 
S I.4 I3 
$490 
$581 

$1,768 
$1,936 

$1,790,646 
$3.523 
$3,104 
$3,433 
$652 
S594 

$1,594 
$28,076 
S37.994 

$200 
$2,058 
$7,072 
$2,820 
S2.833 
$5,801 
$594 
$678 
5400 

S I.142 
S574 

S14.829 
$7,272 
$936 

$6,350 
$8,363 
$15,629 

$910 
$742 

$1,884 
$490 
$820 

S2.052 
$4,917 

$193,288 
S345.I8I 

$400 
$3,833 
S4.627 
$4,181 
S I.032 
$1,523 
$1,171 
$3,052 
$14,487 
S I.329 
$34,406 
$5,427

$25,445 
$25,361 
$37,368 
$44,975 
$44,304 
$31,413 
$50,490 
$25,581 
$36,768 
$36,936 

$ 1.840,046 
S43.523 
S3S.I04 
$43,433 
S30.652 
$25,594 
$31,594 
$68,076 
$77,994 
$25,200 
$37,058 
$57,072 
$37,820 
$37,833 
$45.80) 
$25,594 
$30,678 
$25,400 
$31,142 
$25,574 
554.829 
$47 272 
$30,936 
$16,350 
$58,363 
$55,629 
$30,910 
$30,742 
$36,884 
$25,490 
$311,820 
$37,052 
$44.9|7 
$233,288 
S395.I8I 
$25,400 
$43,833 
$44,627 
$44,181 
$31,032 
$31,523 
$31,174 
$38,052 
$64,487 
$31,329 
$74,406 
$45,427

Total Community 
Dividend 
Payment

$25,445

2.029 $75,980

277.498 $8,019,936

1.096 S31.675

1.842 $53,235

84.979 $2,455,968

2.245 $04.8X2

$25,361 
$37,368 
$44,975 
$44,304 
$31,413 
SI26.47I 
$25,581 
$36,768 
$36,936 

$9,860,582 
$43. 73 
S38.I04 
$43,433 
$30,652 
$25,594 
$31,594 
$68,076 
$77,994 
$25,200 
$37,058 
$88,748 
$37,820 
$37,833 
$45,801 
$25,594 
$30,678 
$25,400 
$31,142 
$25,574 
$54.821’ 
$47,272 
$30,936 
$46,350 
$ 11 1.598 
$55,629 
$30,910 
$30,742 
$36,884 
$25,490 
$30,820 
$37,052 
$44,917 
$233,288 

$2,851,149 
$25,400 
$13,833 
$44,627 
$44,181 
S31 032 
$31,523 
$31,174 
$38,052 
$129,369 
$31,329 
$74,400 
$45,427

Prepared Dy DCCED
4/7/2006



SB 234 Community D ividend Program 
S10 M illio n Base Payments to Cities and Boroughs W ith 

S I6.6 M illio n Supplemental Borough Payments 
(D is tr ib u tio n Assumes One New Borough Inco rpo ra tion G ran t at SI M illion )

2004

Municipalities
G raduated 

Base Amounts
Per Capita 
D is tribu tion

F irs t Stage 
D is tr ib u tio n

Borough 
Area wide 
Population

Borough 
Supplemental 
D is tribu tion

T o ta l Commun ity 
D ividend 
Payment

Hooper Bay
Houston
Hughes
I luslia
I lydaburg
Juneau
Rachcmak
Rake
Kaktov ik
Kaltag
Rasaan
km a i
Renat Peninsula Borough 
Retchikan
Ketchikan Gateway Borough
Riana
R ing Cove
R ivalina
klawock
Robuk
Kodiak
Rodiak Island Borough
Rotlik
ko l/ebue
Royuk
koyukuk
Rupreunof
Rwcih luk
Lake & Peninsula Borough
i.arsen Bay
Lower Ralskag
Munokotak
Marshall
Maianuska-Susitna Borough

McGrath
Mekoryuk
Meilakatla
Mountain Village
Napakiak
Napaskiak
Ncnana
New1 Stuyahok
Newhnlen
N ig lilinu le
N iko la i
Nome
Nondalton
Noor\ ik
North Pole
North Slope Borough
Northwest Arctic Borough
Nuiqsut
Nulato
Nunam Iqua
Nunupitchuk
Old I larbor
Ou/.inkic

1.124 $40,000 $7,253 $47,253

1.368 $40,000 $8,827 $48,827

72 $25,000 $465 $25,465

269 $35,000 $1,736 $36,736

349 $35,000 $2,252 $37,252

30.966 $50,000 SI 99.818 $249,818

475 $35,000 $3,065 $38,065

663 $40,000 $4,278 $44,278

284 $35,000 $1,833 $36,833

211 $30,000 $1,362 $31,362

60 $25,000 S387 $25,387

6,809 $40,000 $43,937 $83,937

31.794 $50 000 $205,161 $255,161

7.691 $40,000 $49,629 $89,629

4.948 $50,000 S31.929 $81.929

394 $35,000 $2 542 $37,542

723 $40,000 $4,665 $44,665

388 $35,000 $2,504 $37,504

848 $40,000 $5,472 $45,472

128 $30,000 $826 $30,826

6.199 $40,000 $40,001 $80,001

6.494 $50,000 $41,905 $91,905

588 $40,000 S3,794 $43,794

3.130 $J0.0(, S20.197 $60,197

348 $35,000 $2,246 $37,246

109 $30,000 $703 S30.703

38 $25,000 $245 $25,245

695 $40,000 $4,485 $44,4X5

882 $50 000 $5,691 $55,691

96 $25,000 $619 $25,619

262 $35,000 $1,691 $36,6'/1

437 $35,000 $2,820 $37,820

358 $35,000 $2,310 $37,310

57.474 $50,000 $370,870 $420,870

367 $35,000 $2,368 $37,368

198 $30,000 $1,278 $31,278

1.370 $40,000 $8,840 $48,840

769 $40,000 $4,962 $44,962

360 $35,000 $2,323 $37,323

436 $38,000 S2.8I3 $37,813

549 $40,000 $3,543 $43,543

477 $35,000 $3,078 $38,078

183 $30,000 $1.1X1 $31,181

232 $30,000 $1,497 $31.497

121 $30,000 $781 $30,781

3.473 $40,000 $22.411 $62.41 1

205 $30,000 $1,323 $31,323

609 $40,000 $3,930 $43,930

1,532 $40,000 $9,886 $49,886

235 $50,000 $1,516 $51,516

708 $50,001) $4,569 $54,569

430 $35,000 $2,775 $37,775

320 $35,000 $2,065 $37,065

204 $30,000 $1,316 $31,316

527 $40,000 $3,401 $43,401

196 $30,000 $1,265 $31,265

187 $30,000 $1,207 $31.207

30.966 $894,945

50,980

13.030

$1,473,367

S3 "’ 6.578

13.466 $389,179

1,603

70.148

$46,328

$2 027.339

7,104
7.306

$205,312
$211,150

$47,253 
$48,827 
$25,465 
$36,736 
$37,252 

$1,144,763 
$38,065 
$44,278 
S36.833 
$31,362 
$25,387 
$83,937 

S I.728.528 
$89,629 
$458,507 
$37,542 
$44,665 
$37,504 
$45,472 
S30.826 
$80,001 
$481,084 
$43,794 
$60,197 
S37.246 
530,703 
$25,245 
$44,485 

$102,020 
$25,610 
$36,691 
$37,820 
$37,310 

$2,448,209 
$37,368 
$31,278 
$48,840 
$44,062 
$37,323 
$37,813 
$43,543 
$38,078 
$31,181 
$3 1,497 
$30,781 
$62.411 
$31,323 
$43,930 
$19,886 
$256,828 
$265,718 
$37,775 
$37,065 
$31,316 
$43,401 
$3 1.265 
$31,207

Prepared by DCCED
4/7/2006



Municipalities

SB 234 Community D iv idend Program 
S10 M illio n Base Payments to Cities and Boroughs W ith 

SI 6 . M illio n Supplemental Borough Payments 
(D is tr ib u tio n Assumes One New Borough Inco rpo ra tion G ran t at SI M illio n )

Borough Borough 

Per Cap ita F irs t Stage A reaw idc Supplemental
D is tr ib u tion D is tr ib u tio n Population D is tr ib u tio n

Palmer 
Pelican 
Petersburg 
Pilot Point 
Pilot Station 
Platinum 
Point Hope 
Port Alexander 
Port Heidcn 
Port Lions 
Quinhagak 
Ruby
Russian Mission
Saint George
Saint Mary's
Saint Michael
Saint Paul
Sand Point
Savoonga
Saxman
Scammon Bay
Sclawik
Seldoxia
Scwai d
Shagcluk
Shaktoolik
Shishmarcf
Shungnak
Sitka
Skagway
Suldotna
Stebbms
lanana
Teller
Tcnakce Springs
l liome Bay
Togiuk
Toksook Bay
Unalaklcet
Unalaska
Upper Kalskag
Valdez
Wainwnght
Wales
Wusilla
W hite Mountain 
Whittier 
Wrangell 
Yakulal ______

2004 
Population

Graduated 
Base Amounts

Totals

5.197 $40,000 $33,535 $73,535

118 $30,000 $761 $30,761

3.123 $40,000 $20,152 $60,152

75 $25,000 $484 $25,484

559 $40,000 $3,607 $43,607

39 $25,000 $252 $25,252

726 $40,000 $4,685 $44,685

69 $25,000 $445 $25,445

90 $25,000 $581 $25,581

238 $30,000 $1,536 $31 536

612 $40,000 $3,949 e.43,949

190 $30,000 $1,226 $31,226

331 $35,000 $2,136 $37,136

137 $30,000 $884 S30.884

539 $40,000 $3,478 $43,478

409 S35.000 $2,639 $37,639

494 $35,000 $3,188 S38.I88

908 $40,000 $5,859 $45.1 r°

710 $40,000 $4,582 $4- ..<82

391 $35,000 $2,523 S37.523

486 $35,000 $3,136 $38,136

829 $40,000 $5,349 $45,349

263 $35,000 $1,697 $36,697

2 540 $40,000 $16,390 S56.390

132 $30,000 $852 $30,852

209 $30,000 $1,349 $31,349

591 $40,000 $3 .8 '4 $43,814

264 $35,000 $1 $36,704

8.805 $50,000 S56.8I7 $106,817

870 S40.000 $5,614 S45.GI4

3.767 $40,000 $24,308 $64,308

586 $40,000 $3,781 S43.78I

304 $35,000 S I.962 $36,962

241 $30,000 $1,555 f 31.555

105 $30,000 $678 $30,678

497 $35,000 $3,207 $38,207

805 $40,000 $5,195 $45,195

561 S40.000 $3,620 S43 620

728 $40,000 $4,698 $44,698

4,366 $40,000 $28,173 $68,173

263 $35,000 $1,697 $36,697

4,454 $40,000 $28,741 $68.741

531 $40,000 $3,426 $43,426

152 $30,000 $981 S30.9S 1

6,109 $40,000 $39,420 $79,420

213 $30,000 $1,374 $31,374

172 $30,000 $1,110 $31,110

2.023 $40,000 $13,054 $53,054

680 $50,000 $4,388 $54,388

638,480 $5,880,000 $4,120,000 S 10.000.000

To ta l Community 
Dividend 
Payment

$73,535

X 805 $254,472

6X0 $10,653
574.377 SI 6,600.000

$30,761 
$60,152 
$25.4X4 
$43,607 
$25,252 
$44.6X5 
$25,445 
$25,581 
$31,536 
$43,049 
$31,226 
$37,136 
$30.8X4 
$43,478 
$37,639 
$38.1XX 
$45,859 
$44,582 
$37,523 
$38,136 
$45,349 
$36,697 
$56,390 
$30,852 
$31,349 
$43,814 
$36,704 
$361,289 
$45 614 
564.308 
$43,781 
S36.902 
531.555 
530,678 
$38,207 
$45,195 
$43,620 
544,698 
$68,173 
536.697 
$68,741 
$43 426 
530.981 
$79,420 
$31,374 
531.110 
553.054 
$74.041 

S26,600,000

Prepaied by DCCED
4/7/2006



G o v e rn o r M u r k o w s k i ’s P ro p o s e d  

C o m m u n i t y  D iv id e n d  P r o g r a m  

H B 3 7 1 /S B  2 3 4

S U S T A I N A B I L I T Y

The C om m unity  D ividend Program  is funded with a reliable and sustainable source 
- the estim ated $27.6 million in annual earnings o f  the “A laska Capital Income 
Fund” .

B A S E  G R A N T S  T O  A L L  C I T I E S  A N D  B O R O U G H S

$10 million annually distributed to all cities and boroughs:

• Cities with less than 100 residents receive $25,000
• Cities with 100 to 249 residents receive $30,000
• Cities with 250 to 500 residents receive $35,000
• Cities with m ore than  500 residents receive $40,000
• Boroughs receive $50,000
• Balance o f  funds distributed on a per capita basis

F I N A N C I A L  I N C E N T I V E S  F O R  B O R O U G H  O R G A N I Z A T I O N

Increased incorporation grants for areas that organize into boroughs:

• Year one $1 million
•  Y ear two $1 million
•  Y ear three $500 ,000

S U P P L E M E N T A L  G R A N T S  T O  O R G A N / Z E D  B O R O U G H S

R em ain ing  balance (approxim ately $16.6 million) distributed to organized 
boroughs on a per capita basis.

A C C O U N T A B I L I T Y

C om m unity  Dividend paym ents may only be used for essential public  sendees like 
public safely; infrastructure m aintenance; education: and fuel.

P r e p a r e d  b \ D e p a r tm e n t o f  C o m m erce , C o m m u n ity , a n d  E co n o m ic  D e v e lo p m e n t 02 '22/06



Fairbanks North Star Borough Office o f the Mayor
809 Pioneer Road P.O. Box 71207 Fairbanks, Alaska 99707-1207 007/459-1.100

Fax 007/459-1102 
Email mayor@co.lairbanks.ak.tJs

April 4, 2006

Dear Interior Delegation:

Thank you for your serious consideration of a municipal dividend program for Alaskan 
communities. Through this letter, I add my voice to the others that you have heard 
urging support for this action.

The reduction, and subsequent elimination, of past ass is tance  programs have m ade it 
more and  more difficult for municipalities to provide vital community services while 
holding down property taxes. The burden on property taxpayers in the Fairbanks North 
Star Borough and other urban communities has risen a s  state ass is tance  has 
diminished.

Protecting the property taxpayer from unnecessary  and unwarranted increases in 
property tax levels has been a  cornerstone of my administration at the Borough. I can 
state  unequivocally that significant municipal ass is tance  or revenue sharing from the 
legislature will result in further reductions in local property taxes.

Other communities have analyzed the impact pending legislation would have on their 
local communities. Attached is a com parable  analysis for the Fairbanks North Stai 
Borough. As you can see , the impact on the taxpayers of the Fairbanks community will 
be substantial.

Again, I appreciate the hard work you have done on this topic. I support your efforts 
and will assist in any way that I can.

Sincerely,

N \  —  1
Jim Whitaker, Mayor

/bs-csm
E n c lo s u re

mailto:mayor@co.lairbanks.ak.tJs


F I S C A L  N O T E

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Nole if correction):________
Title Community Dividend/Revenue Sharing

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

Dept. Affected: 
'RDU

1
SB 234 
1/13/06

Revenue

Sponsor
Requester

AK Permanent Fund Corporation 
Component AK Permanent Fund Corporation

Governor Frank Murkowski

Expenditures/Revenues
Component No. 

(Thousands of Dollars)

109

Note: Amounts do not include inflation unless otherwise noted below.
OPERAT ING EXPEND ITU RES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

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

TO TA L O PER AT ING 0.0 0.0 0 .0 0 .0 0.0 0.0

I C A P IT A L EXPEND ITU RES

ICHANGE 'N REVENUES ( )

FUm D SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Spec iy Type--0o not abbreviate)

TO TA L 0.0 0.0 0.0 0.0 0.0 0.0

E s tim a te  o f a n y c u r re n t y e a r (FY 2005 ) c o s t : 0.0
Mark th is  b o x (X ) if fu n d in g  fo r th is  b i l l is in c lu d e d  in th e G o v e rn o r 's  FY 2006 b u d g e t p ro p o s a l:

POS IT IONS

Full-time
Part-time
Temporary

AN A LY S IS : (Attach a separate paqe if necessary)

This bill as drafted would not affect the operations of the Alaska Permanent Fund Corporation. Therefore 
there is no fiscal impact to the APFC as a result of this bill.

Prepared by: 
Division

Approved by: 
Agr cy

Michael Burns. Executive Director/CEO Phone 907-465-2047
Alaska Permanent Fund Corporation Date/Time 1/13/2006 

Date

(R«. *1 9/23/20CM OMB) Page 1 of 1



F I S C A L  N O T E

STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Time (Note if correction). 
Title Community Dividend Program

Fiscal Nole Numoer
Bill Version,
(S) Publish Date:

Dept. Affected: 
'RDU

SB 234

1/13/06

Commerce
Comm Asst & Econ Dev (405)

Sponsor
Requester

Component State Revenue Sharing
Rules
By Request of Governor Component No 689

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not Include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 

avel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

27,600 0 27,600.0 27,600.0 27,600.0 27,600 0 27,600.0

TOTAL OPERATING 27.COO.0 27,600.0 27,600.0 27,600.0 27,600.0 27,600.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
1197 AK Cap Inc 27,600.0 27,600.0 27.600 0 27,600 0 27.6000 27,600.0

TOTAL 27,600.0 27,600.0 27,600.0 27,600.0 27,600.0 27,600.0

0 0Estimate of any current year (FY2006) cost:
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal:

POSITIONS
Full-time 0 0 0 0 0 0
Part-time
Temporary

ANALYSIS: (Attach a separate page it necessary,

This legislation funds an annual community dividend program from earnings of the Alaska capital income fund (AS 
37 05 565) The Alaska Permanent Fund Corporation has estimated a mid-case statutory return from the fund of 
6 5% on $424 million, or $27.6 million, per year in projected realized income The projected annual income may vary 
significantly due to fluctuations in the market

The first $10 million appropriated to the program is allocated to boroughs and cities using graduated base grants 
ranging from $25,000 to $50,000 with the remaining balance distributed on a per capita basis After making the $10 
million distribution, the department shall distribute organizational grants to organized boroughs at $1 million per year 
for each of the borough's first two years and 5500,000 for the borough's third year After paying the organizational 
grants, any remaining amount shall be distributed on a per capita basis to organized boroughs based on their 
areawide populations The division anticipates implementing and administering the program with existing staff

Prepared by 
Division

Approved by. 
Agency

Michael Black, Director Phone 907 269 4578
Community Advocacy Date/Time 1/12/06 1.07 PM

William C Noll, Commissioner Date 1/12/2006
Commerce, Community, and Economic Development

(Re»s«d 9/7/2005 OMBI Page 1 of 1



%

H i c k e y  &  A s s o c ia t e s
Planning * Managem sit * Lobbying
Telephone (007) 586-2263 
Fax (007) 586-1097

211 Fourth S treet; Suite 108; Juneau, A K  90801 
E -m a il mshickevte ’ ttci net

Memorandum
To: Senator Gene Therriuall. Chairman 

Senate State Affairs Committee

From: Mark Hickey. Lake & Peninsula Borough Lobbyist

Date: April I I .  2006

Subject: Community Dividend Program - Unincorporated Communities Within Boroughs

There are a numbci of proposals pending to implement a new community dividend or revenue 
sharing program for municipalities. Some proposals provide a minimum level of funding for 
unincorporated communities; others do not. On behalf of the Lake &. Peninsula Borough (LPB), 
I wanted to alert you to a concern that s o m e  p r o p o s a l s  u n f a i r l y  d i s c r i m i n a t e  a g a i n s t  o r g a n i z e d  
b o r o u g h s  a n d  w o u ld  h a v e  t h e  u n f o r t u n a t e  r e s u l t  o f  w o r k i n g  a s  a  d i s in c e n t iv e  f o r  n e w  
b o r o u g h  f o r m a t i o n .

Many ot the more rural boroughs have numerous communities that are unincorporated. LPB has 
10 such communities based on the definition currently in state law. Other boroughs in a similar 
situation include the Aleutians East Borough, the Denali Borough, the Bristol Bay Borough, the 
Kodiak Island Borough and the Matanuska-Susilina Borough. In our case, these communities 
arc typically Native villages that provide similar services to municipalities, including lire 
protection, emergency medical, water and sewer, road maintenance and public health. These 
services arc normally managed through a traditional village council, which is often less costly 
than establishing a municipality and reflects the preference of local residents.

A s  a n  e x a m p l e ,  C S S B  247 ( C R A )  r e q u i r e s  a  p a y m e n t  o f  $25,000 to  e a c h  u n i n c o r p o r a t e d  
c o m m u n i t y  n o t  in  a  b o r o u g h .  A s  a  h o m e  r u l e  m u n i c i p a l i t y ,  L I ’B w o u l d  r e c e iv e  a n  annual 
p a y m e n t  o f  $150,000 to  h e lp  p a y  f o r  b o r o u g h  s e rv ic e s .  L P B  h a s  s ix  m u n i c i p a l i t i e s  t h a t  
w o u ld  r e c e iv e  a s s i s t a n c e ,  b u t  o u r  u n i n c o r p o r a t e d  c o m m u n i t i e s  e s s e n t i a l ly  re c e iv e  n o th in g .  
I f  t h e  L P B  d i s s o lv e d ,  o u r  m u n i c i p a l i t i e s  w o u ld  stil l  r e c e iv e  f u n d s ,  b u t  o u r  u n i n c o r p o r a t e d  
c o m m u n i t i e s  w o u ld  n o w  q u a l i f y  f o r  $25,000 e a c h ,  o r  a  to t a l  o f  $250,000. I Ins provision 
works to discriminate against areas that have voluntarily elected to organize, which is contrary to 
the slate’s goal to encourage regional incorporation. It is interesting to note that the Local 
Boundary Commission also identified this arrangement as a delect in past municipal assistance 
programs and recommended fixing the problem to remove this disincentive to borough 
incorporation.

Unincorporated Communities Problem I April I 1. 20(H)



*  *

Any solution to help unincorporated communities within an organized borough cannot rely on 
the current definitior in state law (See AS 29.60.140(b)). This definition only includes 
unincorporated communities within the unorganized borough.

S o lu t io n s

• The easiest solution would be to increase the base amount for boroughs. This
increase should be sufficient to ensure there is not an unintended consequence

iking it more attractive to not organize.

• An alternative would be to pay a minimum amount to unincorporated communities
providing certain services (e.g.. fire protection; emergency medical; water and 
sewer; solid waste management; road maintenance; public health; or search & rescue 
services). Communities would have to demonstrate they are providing at least some 
of these cervices (say two or three of the total). DCC’ED could develop a list ol 
specific Communities that would qualify. This approach was adopted in the House
Finance version of the community dividend bill in 2002. I've attached a copy of that
bill.

S u m m a r y

Addressing this issue in a particular community dividend proposal needs to be tailored to match 
the structure contained in that particular bill. For example, the introduced version ol SB 234 does 
not provide funds to any unincorporated communities.

In general, LPB recommends the following two guiding principles;

1. Ensure unincorporated communities within an organized borough are treated in the 
same fashion as unincorporated communities in the unorganized borough. Another 
way to approach this question is to make sure that the area within an organized 
borough would receive at least the same amount of funding if it had not elected to 
incorporate.

2. Ensure any per capita sharing deducts the population of these communities belore 
determining a borough’s share. It is not our intent to double count this population.

Please call if you have questions.

Attachment

cc. Jeff Currier, LPB Borough Manager

Unincorporated Communities Problem i April 11.201)0





S e n a t o r  F r e d  D y s o n

SPONSOR STA TEM EN T 
SB 274 “Surplus Firearms”

Currently state owned surplus firearms are sold in an auction restricted to purchasers who are 
federally licensed firearm dealers. This statute change expands the number of potential buyers 
lo include all Alaskans who are qualified to lege ly purchase a firearm.

SB 274 does not change restrictions on who may or may not possess a firearm, nor does it 
change any rules regulating the buying and selling of guns. SB 274 simply gives direction to the 
Department of Public Safety to give qualified buyers equal opportunity.

The current practice does not allow the Slate to get the best price for surplus firearms and allows 
a few federally licensed firearm dealers lo potentially collude to keep prices artificially low.

Updated February9, 2006

During Session (January • May) Alaska State Capitol • Juneau. Alaska 99801 • (800) J42-2I9V • (91/7) 465-2199 « (907) 465-4587 Has) 
During Interim (June*December) 10928 Eagle River Road, Suite 238 • Eagle River. Alaska 99577 • (907) 694*5683 • (907) 1015 (la*)

senator, f red.dysonWlegis state.ak us • www akrcpoblnuns.org



F I S C A L  N O T E

STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 2/23/06 8:14 a.m. 
Title An Act relating to disposition of surplus firearms

Fiscal Note Number. ______
Bill Version: SB 274
() Publish Date: _______

Dept. Affected: 
'RDU

Administration
Centralized Administrative Services

Senator Dyson
Component Property Management

Requester (S) State A/fairs Component No. 61

Expenditures/R evenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 7007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Persona! Services
Travel
Contractual 22 5 22.5 22 5 22.5 225 22.5
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 22.5 22.5 22.5 22.5 22.5 22.5

ICAPITAL EXPENDITURES i l l  I

CHANGE IN REVENUES ( 1005 ) 50.0 50.0 50.0 50.0 50.0 50.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 22 5 22.5 22 5 22 5 22 5 22 5
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate) I

TOTAL 22.5 22.5 22.5 22.5 | 22.5 22.5

Estimate of any current year (FY2006) cost: 0 0
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal:

POSITIONS
Full-time
nart-time
temporary

ANALYSIS: (Attach a separate page if necessary)
This bill would require the Department of Administration to dispose of surplus firearms via public auction 
Costs associated with this bill include auctioneer and federal firearms licensing database verification 
services. This estimate assumes that 500 firearms will be disposed ea :h year, for 5100 each (for a total of 
$50,000), tha* auctioneering services will be 2L of the value of firearms auctioned (S50.000 X 20% = 
$10,000), and that a federal firearms licensee will charge $25 per weapon to verify that buyers are qualified 
under federal rules (500 X $25 = S12.500).

Prepared by: 
Division

Approved by: 
Agency

Vern Jones. Chief Procurement Officer Phone 465-5684
General Services Date/Time 2/23/2006 8 14am
Michael Tibbies, Deputy Commissioner 
Administration

Date 2/23/2006

(Rnviiod 9///200S OMB| Page 1 of 1



S e n a t o r  F r e d  D y s o n

Sectional Analysis: SB 274, 24-LS 1636\X
Disposition of Surplus Firearms

Section 1: Specifies that disposal of unclaimed firearms and ammunition used as evidence is
subject to the guidelines laid our in Chapter 65, Police Protection, Article 4, Disposal of Firearms 
and Ammunition.

Section 2:
18.65.340 (a) l.isrs four options for disposal of firearms and ammunition

(1) public sale not limited to firearms dealers,
(2) trade-in for credit,
(3) donation, or
(4) transfer to other jurisdictions.

18.65.340 (b) l.isrs three options if the firearm is illegal
(1) sale to firearms dealer with appropriate federal dealers license,
(2) donation,
(3) dismantle the firearm for the purpose of destroying the parts of the 

firearm that made it illegal, and sell, trade-in, donate, or transfer the legal 
parts.

18.65.340 (c) Requires the department to report firearm description and value to the
legislature when firearms are traded in, donated, or transferred

18.65.340 (d) Limits the liability of the state unless a firearm is sold with gross
negligence or recklessness.

18.65.340 (c) Defines “department” as am State department, and “surplus firearm”
to include firearm or ammunition that is forfeited, surplus, or recovered 
bv unclaimed.

I Hiring V is ion ().inu.ir\ M.iv j \l.i*k,i M.itf < .ipltol •  jumMti M.isk.t 99801 •  (8IH0 342*2199 •  (9||?) 4(«5'2l1* 1 •  1**07) 4**V45H7 (f,\\)
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F I S C A L  N O T E  '

2006  L E G IS L A T IV E  S E S S IO N  Bill Version: SB 274
() Publish Date: _______

STATE OF ALASKA Fiscal Note Number: ______

Revision Date/Tim^ (Note if correction): 2/23/06 8:14 a.m. Dept. Affected;________ Administration______
Title An Act relating to disposition of surplus firearms RDU Centralized Administrative Services

______________________________________________________ Component Property Management___________
Sponsor Senator Dyson___________________________________________________________________________
Requestor (S) State Affairs________________________________ Component No. _61________

Expenditures/Revenues_____________________________ (Thousands of Dollars)
Note: Amounts do not include inf ation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

22.5 22.5 22.5 22.5 22.5 22.5

TOTAL OPERATING 22.5 22.5 22.5 22.5 | 22.5 22.5

CAPITAL EXPENDITURES |

CHANGE IN REVENUES ( 1005 ) | 50.0 50.0 50.0 50.0 | 50.0 50.0

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 nol abbreviate)

22 5 22.5 22 5 22 5 22 5 22 5

TOTAL 22 5 22.5 22.5 22.5 22.5 22.5

Estimate of any current year (FY2006) cost:
Mark this box (X) if funding for this bill is included

POSITIONS

0.0
r's FY 2007 budget propcn the Governo >sal:

Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This bill would require the Department of Administration to dispose of surplus firearms via public auction 
Costs associated with this bill include auctioneer and federal firearms licensing database verification 
services. This estimate assumes that 500 firearms will be disposed each year, for S100 each (for a total of 
$50,000), that auctioneering services will be 20% of the value of firearms auctioned (S50.000 X 20% = 
$10,000), and that a federal firearms licensee will charge $25 per weapon to verify that buyers are qualified 
under federal rules (500 X $25 = $12,500).

Phone 465-5684________
Date/Time 2/23/2006 8 14 am

Approved by: Michael Tibbies, Deputy Commissioner______________________ Date 2/23/2006_______
Agency Administration_________________________________________

Prepared by Vern Jones, Chief Procurement Officer 
Division General Services

(Bovxed wmoo'j OMB) Page 1 of 1





ALASKA STATE LEGISLATURE

Senate Community and Regional 
A ffa irs Comm ittee

Senate Labor and Commence 
Conunitlee

White in Anchorage 
716 W. 4* Avc, Ste. 440 
Anchorage, AK 99501 

(907)269-0169 
Fax.(907)269-0172

White in Session 
State Capitol, Rm. 9 
Juneau, AK 99801 
(907) 465-3704 

Fax: (907) 465-2529

Department o f M ilita ry and Veterans 
A ffa irs Budget Subcommittee

SENATOR JOHNNY ELLIS 
MINORITY LEADER

S P O N S O R  S T A T E M E N T  S B  288

SEPTEMBER AS EDUCA1 ION SAVINGS MONTH

The purpose o f  SB 288 is to encourage Alaskans to begin preparing for rising costs of 
postsccondary education and vocational training.

In recent years, families have struggled to cope with rapidly increasing cost of college tuition 
and vocational education training. All around the count!y, colleges, universities, and vocational 
education training centers continue to raise tuition rates at an alarming rate. At the same time, funding 
for federal student aid programs is being cut drastically, forcing students who have not planned ahead 
to make the decision between not pursuing education after high school, and taking on large amounts of 
debt.

SB 288 is designed to help raise awareness about the importance of saving early for future 
educational needs, so that families can have a plan that will ensure their child continues their education 
after high school, cither through college and university study, or vocational training.

In various years past, Alaska's Governors have proclaimed each September as “College 
Savings Month". This bill makes such a proclamation permanent, by establishing “Education Savings 
Month" in Alaska statute.

Every September, just before Alaskans begin receiving their Permanent Fund Dividends, SB 
288 will serve as a reminder to take responsibility and begin saving for the future education of the 
children in our state.

This bill is intended to promote responsible savings by Alaskans. I strongly encourage your 

support for SB 288.
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S t i c k e r  p r i c e :  f a r t h e r  o u t  o f  r e a c h
By Kim Clark 
Posted 10/18/05

The price of a college degree continues to move 
farther out of the average family's reach, 
according to the 2005 survey of tuition and fees 
by the College Board, the nonprofit that brings 
you t* 3 SAT and Profile aid application.

Tuition at the average four-year public school is 7.1 percent higher than it was last fall, 
rising much faster than wages and most other costs. Average earnings have risen only 
2.3 percent in the past year, while the overall consumer price index is up 4.7 percent 
in the last 12 months, largely on spiking energy costs.

Making matters worse for students, public colleges raised their room and board bills by 
6.2 percent. The full ost of a year of study, including books, transportation and extras, 
averages $15,566 for an in-state student now, $926 more than last year.

The price rise for private colleges is slightly less, with tuition up 5.9 percent and other 
charges rising 5 percent. But the total sticker price is still a hefty $32,070 for a year of 
study, up $1,621 from last year.

Community colleges continue to be an education bargain, with tuition up 5.- percent.
A commuter student who lives at home would pay less than $3,000 for tuition and 
books, just $143 more than last year.

Of course, many students do not pay the full sticker price. More than $56 billion in 
federal, state, and private grants and scholarships reduces the cost significantly for 
about half of all students. And the amount of those grants is up about 6 percent from 
last year. After adding in tax breaks, the College Board estimates that the average 
student at a four-year public university will pay only $2,200 for this year's tuition at a 
public four-year university, about $3,300 less than the posted price. Private schools 
hand out so much aid that the average student this year is paying only about $11,600 
in tuitio , $9,600 less than the price listed on the colorful brochures.

Unfortunately, however, much of the increase in aid is simply keeping pace with the 
increased number of students enrolling in college. Congress hasn't increased the 
amount of the Pell grant in years, for example. As a result, the real cost of a degree 
continues to skyrocket along with the sticker price.

With a growing share of scholarships and tax breaks going to middle- and upper- 
income students, it is getting harder for low-income students to afford a college 
education, says Sandy Baum, the Skidmore economist who prepared the College 
Board's report.
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The rising real cost of higher education is forcing more students to borrow big bucks. 
Nearly two thirds of public university graduates take an average educational debt load 
of $19,400 with their sheepskin. Three quarters of private college graduates have had 
to borrow an average of $24,600.

That’s scary, but the College Board says it's probably worth it. There’s so much 
evidence that a college degree improves a student's earnings and career prospects 
that "there is not a better investment a parent or student can make than going to 
college," says Gaston Caperton, president of the College Board.

Learn more about paying for college.

Print | Email Article | Respond | Newsletter

| SPECIAL REPORT*________  ' .  |
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Alaska bos lost ground in making higher education affordable over the past 
decade. This year Alaska receives an F in affordability.

Graded Information
■ Compand with best-performing states, 
families in Alaska devote a fairly large 
share of family income, even after 
financial aid, to attend public four-war 
colleges ;utd universities, which enroll 
over 90% of college students in the state.

a Alaska has made no investment in 
need-based financial aid, ;uid does not 
offer low-priced college opportunities.

a Undergraduate students borrowed 
on average $3,277 in 2003.

Otlier Key Facts
a In Alaska, 92% of students an* 
enrolled in public four-year colleges 
and universities.

ALASKA Top States 
A Decade 

AgoA Decade 
Ago 2004

Family Ability to Pay (50%)
Percent of income (average of all income groups) 
needed to pay lor college expenses minus 
financial aid:

at community colleges 17% 20% 15%
at public 4-year colleges/universities 17% 21% 16%
at private 4-year colleges/universities 34% 41% 32%

Strategies tor Affordability (40%)
State investment in need-based financial aid as 
compared to the federal investment 5% 0% 89%
At lowest-priced colleges, the share of income 
that the poorest (amities need to pay lor tuition 10% 12% 7%

Reliance on Loans (10%)
Average loan amount that undergraduate students 
borrow each year $3,101 $3,277 $2,619

Nole In inc afiordability category, the lower the tigures the better the performance lor all indicators except lor ‘Stale 
investment in need-based tinancial aid1

The affordability category measures whether students and families can afford to pay for higher education, given income levels, financial 
aid, and the types of colleges and universities in the slate.

Measuring Up 2 0 0 4
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Average
family
income

Comm
colle

unity
ges

Public 4-year 
colleges/universities

Private 4-year 
colleges/universities

Net
college
cost*

Percent 
ol income 
needed to 
pay net 
college 
cost

Net
college
cost*

Percent 
of Income 
needed to 
pay net 
college 
cost

Net
college
cost*

Percent 
of Income 
needed to 
pay net 
college 
cost

Income groups used to calculate 2004 family 
ability to pay

i 20% of the populatioii with the lowest income $15,726 $7,286 46% $7,918 50% $15,482 98%
20% of the population with lower-middle income $35,334 $7,565 21% $8,248 23% $15,607 44% i
20% of the population with middle income $54,543 $7,717 14% $8,399 15% $15,531 28%

! 20% of Ihe population with upper-middle income $79,597 $7,772 10% $8,530 11% $15,462 19%
j 20% of the population with the highest income $127,730 $7,755 6% $8,627 7% $16,022 13%
40% of the population with the lowest income $25,530 $7,425 29% $8,083 32% $15,545 61%
'Net college cost equals tuition, room, and board, minus linancial aid

Those who are striving to reach or stay 
in the middle class—die 40% of die 
population widi die lowest incomes— 
earn on average $25,530.

* If a student from such a family were 
lo attend a public four year college in 
the state, their net cost lo attend college 
would represent about 32% of dieir 
income annually

'lliition, room, and board: $9,350
Financial aid received: -$1,267
Net college cost $8,083

Percent of Income: 32%

Note
The numlierc shown for tuition, room, 
and board minus financial aid may not 
exactly equal net college cost due to 
rounding.

9 Measuring Lip 2 0 0 4





Offtce of the Governor: Administrative Orders Page 1 of 2

Frank H. Murkowski STATE OF ALASKA February 5. 200-4
GOVERNOR O FF IC E OF THE GOVERNOR

JllNEAO

A DM INISTRATIVE ORDER NO. 213

Under the authority of art. Ill, secs. 1 and 24 of the Alaska Constitution, 
and AS 39.20.345,1, Frank H. Murkowski, order as follows:

1. An employee of the State of Alaska who is a member of a reserve or 
auxiliary component of the armed forces of the United States, including 
the organized militia of Alaska consisting of the Alaska National Guard, 
the Alaska Naval Militia, and the Alaska State Defense Force, and who 
is ordered to active duty due to the current conflicts in Iraq and 
Afghanistan is authorized to continue to receive state group life and 
health benefits, including benefits for eligible dependents, for the 
duration of active duty, unless the employee elects to terminate state 
employment.

2. Each employee described in paragraph I of this Order is authorized to 
continue to receive the group life and health benefits pro\ ided under AS 
39.30.090 - 39.30.095 or under a collective bargaining agree lent, as 
provided under the terms of the plan in which the employee is enrolled 
at the time the employee commences active duty. The employee shall be 
given the option of either continuing to participate or declining to 
participate in the group life and health plan for the duration of the 
employee’s active duty. If the employee elects to continue to participate, 
the employee is responsible for paying the normal employee 
contribution under the employee’s plan. If the employee elects to 
continue participation, the employee is subject to the same rights, terms, 
conditions, limitations, exclusions, and changes with respect to the 
employee's group life and health plan as are employees in the plan who 
are not in active duty status.

3. As required by chap. 65, SLA 2003, a collective bargaining agreement 
in effect as of June 12, 2003, including any extensions and successor 
agreements, must be modified to accept the provisions of chap. 65, SLA 
2003, for this Order lo apply to employees covered by the agreement.

4. The Department of Administration shall adopt emergency regulations as 
necessary to implement this Order.

This Order takes effect immediately.

h ttp ://w w w . gov. state, ak.us/admm -ordcrs/213.html 2/14/2006
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Office o f the Governor: Administrative Orders Page 2 of 2

Dated at Juneau, Alaska this 5th day of February, 2004.

/s/Frank H. Murkowski 
Governor

W W W . O O V . S T A T E . A K . U S

Administrative Orders 201-present | Contact the Governor | Webmaster | State of Alaska

http://www.gov.stalc.uk.us/udm in-ordcrs/213.html 2/14/2006
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C S  F O R  S E N A T E  B I L L  N O .  2 9 0 (  )

IN  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y - F O U R T H  L E G IS L A T U R E  - S E C O N D  S E S S IO N

BY

Offered:
Referred:

Sponsor(s): SENATORS HUGG INS , E llon

A B I L L  

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

" A n  Act p r o v i d i n g  f o r  t h e  i s s u a n c e  o f  c o m p l i m e n t a r y  f i s h in g  a n d  h u n t i n g  l icen ses  to 

c e r t a i n  m e m b e r s  o f  t h e  A l a s k a  N a t io n a l  G u a r d  r e t u r n i n g  f r o m  a c t iv e  d u t y  d e p l o y m e n t ;  

r e l a t i n g  to r e i m b u r s e m e n t  o f  p r e m i u m s  f o r  S e r v i c e m e m b e r s '  G r o u p  L ife  I n s u r a n c e  p a id  

b y  m e m b e r s  o f  t h e  A l a s k a  N a t i o n a l  G u a r d  d e p lo y e d  to  a  c o m b a t  z o n e ;  a n d  p r o v i d i n g  fo r  

a n  e ffe c t iv e  d a t e . "

B E  IT  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A ;

* S e c t io n  1. AS 16.05.335 is amended by adding a new subsection to read:

(b) The commissioner shall, ai the request of the governor, authonze the 

issuance, by the department or b> agents appointed under AS 16.05.380. of a 

complimentary license for sport fishing or hunting, or both, to qualified members of 

the Alaska National Guard. To qualify for a complimentary license under this 

subsection, a member of the Alaska National Guard must produce to the department or 

ageni the member's United Stales Department of Defense certificate of release or

-1 -
New Text Under2ined fDELETED TEXT BRACKETS: >
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discharge from active duty and the member's deployment orders demonstrating that 

the member was called to active duty and deployed for 30 or more consecutive days 

because of fighting in, or providing direct support for, a national conflict outside the 

United States. However, a member who was so deployed for less than 30 consecutive 

days due to an injury related to the member's deployment is qualified for the 

complimentary license if the lember provides documentation to venfy that status. 

The complimentary license for sport fishing or hunting, or both, is valid for the license 

year in which the member is no longer in deployed status and returns to the state, or

for the subsequent license year. To receive the complimentary license under this 

subsection, the member must apply to the commissioner requesting the license and 

provide the information required by this subsection within two years after returning to 

the state following deployment. Information pertaining to complimentary licenses 

issued under this subsection shall be available to the public.

* Sec. 2. AS 26.05 is amended by adding a new section to read:

Sec. 26.05.263. Paym ent of Servicemembers' G roup Life Insurance 

prem ium s; establishment of fund, (a) The Servicemenibers' Group Life Insurance 

premium fund is established as a separate f"nd in the slate treasury. The fund consists 

of appropriations by the legislature to it. Money approp. ntcd to the fund does not 

lapse. The state shall hold the principal ano earnings of the fund for the purpose of 

reimbursing eligible members of the Alaska National Guard deployed to a combat 

zone for premiums paid under 38 L. C. 1965 - 1980 (Servicemembers' Group Life 

Insurance Program).

(b) The adjutant general may make expenditures from the fund to reimburse 

eligible members of the Alaska National Guard deployed lo a combat zone for 

premiums paid under the program.

(c) Subject to appropriation, the fund may be used to pay the expenses 

incurred by the commissioner of revenue in managing the fund and administrative 

expenses incurred by the Department of Revenue in administering this section.

(dj Except as provided in (c) of this section, money in the fund is available for 

expenditure without further appropriation

(e) Nothing in this section creates a dedicated fund.

WORK DRAFT WORK DRAFT 24-LS1666\F
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] || (f) The Department of Revenue may adopt regulations necessary to cany out

2  || the provisions of this section,

3 || (g) In this section,
4  || ( 1 ) "combat zone" means an area of hostile fire or imminent danger

5 II that entitles a member on duty in that area to special pay;

6  || (2) "fund" means the Servicemembers' Group Life Insurance premium

7 || fund;
8  || (3) "program" means the Servicemembers' Group Life Insurance

9 || program established by 38 U.S.C. 1965 - 1980.

10 || * Sec. 3. The uncodified law of the Slate of Alaska is amended by adding a new section lo

1 1  II read:
APPLICABILITY, The reimbursement of premiums paid by members of the Alaska

13 || National Guard deployed to a combat zone under 38 Ll.S.C. 1965 - 1980 (Servicemembers1
14 || Group Life Insurance Program) rnder AS 26.05.263, enacted in sec. 2 of this Act, applies to

15 || premiums due on or after January 1, 2005.

16 || * Sec. 4. The uncodified law of the State of Alaska is amended by adding a new section to

17 || read:
18 || RETROACTIVITY. AS 26.05.263, enacted by sec. 2 of this Act, is retroactive to

19 || January 1, 2005, and applies to authorize reimbursement of premiums paid by eligible Alaska

20 || National uuard members after December 31, 2004.

■ ■ 11 * Sec. 5. This Act lakes effect immediately under AS 01.10.070(c).

-3-
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A L A S K A  S T A T E  L E G I S L A T U R E

Senate D is tr ic t H  State Cap ito l, Room 417
500 E. Ra ilroad Avenue Juneau A K  99801-1182
W as illa A K  99654 907-465-3878
907-376-4866 Fax: 907-465-3265
907-373-4724 -  Fax 800-862-3878
Senator_CharIie_Huggins@ Iegis.state.ak.us www .ak repub iicans.o rg /hugg ins /

Charlie Huggins 
Senator

MEMORANDUM

Date: February 14, 2006To: Senator Gene Therriault, ChairSenate State Affairs CommitteeFrom: Senator Charlie HugginsSubject: Hearing Request for Senate Bill
I respectfully request a hearing for Senate Bill 290, “an act relating to reimbursement of premiums for Servicem em bers’ Group Life Insurance paid by members of the Alaska National Guard deployed to a com bat zone; and providing for an effective d ate.” Would you please consider scheduling it for a hearing on February 14, 2 006?Attached please find the sponsor statem ent, the legislation, a fiscal note, and 4 biographies. If you have any questions, please call my staff person, Josh Tempel, at Ext. 3878.Thank you.Sincerely,

j o ,  C h*Charlie Huggins SenatorAttachm ents

mailto:Senator_CharIie_Huggins@Iegis.state.ak.us
http://www.akrepubiicans.org/huggins/


Chapter No.

LAWS OF ALASKA
2003

AN A CT
Relating to state employees who are called to active duty as reserve or auxiliary members of 
the armed forces of  the United States; and providing for an effective date.

B E  I T  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

THE A C f FOLLOWS ON PAGE I
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AN ACT

Relating to state employees who are canal to active duly as reserve or auxiliary members ol 

the armeu forces of the United States; and providing for an effective date.

* Section I. AS 39.20 is amended by adding a new section to read:
Sec. 39.20.345. Continuation of pay and benefits for certain members of 

the reserve and auxiliary units of the armed forces, (a) Notwithstanding any 

contrary provision of law. the governor, through the issuance of an administrative 

order, may authorize state employees who are members of a reserve or auxiliary 
component o f  the armed forces of the United States, including the organized militia ol 

Alaska, consisting of the Alaska National Guard, the Alaska Naval Militia, and the 
Alaska State Defense Force, and who are called to active duty by the appropriate state 
or federal authority to continue lo receive the equivalent of their state compensation 

and some or all of their state benefits.
(b) The Department of Administration shall implement an order issued by the

-I- Hnrolled SB 26
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governor under this section. The Department of Administration may adopt emergency 

regulations to implement an order issued by the governor under this section, including 
regulations regarding the scope of compensation and benefits and any allocation 
between the state and the state employee of contributions relating to the benefits. 

Emergency regulations adopted under this section
( 1) are not subject to AS 44.62 (Administrative Procedure Act): and

(2) take effect immediately unless the Department of Administration 

specifies another date.
(c) In this section, "benefits" includes credited service in a stale retirement 

system, membership in the supplemental employee benelits system under 
AS 39.30.150 - 39.30.180, and group life and health insurance provided under 

AS 39.30.090 - 39.30.095 or under a collective bargaining agreement.

* Sec. 2. The uncodified law of the State of Alaska is amended by adding a new section to 

read:
APPLICABILITY. Until a collective bargaining agreement in effect on the effective 

date of this Act expires, this Act applies to state employees covered by {' at collective 

bargaining agreement only if that agreement is modified to accept the provisions of this Act.

* Sec. 3. rhe uncodilied law ol the State of Alaska is amended by adding a new section to 

read:
RETROACTIVITY. This Act is retroactive to September 11. 2001.

* Sec. 4. This Act takes effect immediately under AS 01 .10.070(c).

Enrolled SB 26



A L A S K A  S T A T E  L E G I S L A T U R E

Senate D is tr ic t H State Cap ito l, Room 417
600 E. Railroad Avenue Juneau A K  99801-1182
W asilla A K  99654 907-465-3878
907-376-4866 Fax: 907-465-3265
907-373-4724 -  Fax 800-862-3878
Senator_Charlie_Huggins@ legis.state.ak.us www .ak repub licans .o rg /hugg inV

Charlie Huggins 
Senator

Senate Bill No. 290 
Sponsor Statement

"An Act relating to reimbursement of premiums for Servicemembers' G roup Life Insurance paid by 
members of the Alaska National G uard deployed to a combat zone; and providing for an effective date."S p e c ia lis t J a c o b  E u g e n e  M elso n , 22 years old, survived by his wife, Sarah; his mother, Teresa; 
and his father Mark.First L ieu ten an t Ja im e  Lynn C a m p b e ll, 25 years old, survived by her husband Samuel; her father, 
Jeffery; her mother, Miki.C h ie f W arrant O ffice r  Four C h e s te r  W illiam  T roxel, 45 years old, survived by his wife Sheree; his 
17 year old son, Hollis; and his 14 year old daughter, Summer.S p e cia lis t M ichael Ign atiu s E d w ard s, 26 years old, survived by his fiance', Danielle O'Brien; his six 
year old son, Elijah; and his one year old daughter, Destiny.

These are the brave National Guard soldiers which Alaska lost in a helicopter crash in Iraq on 
January 7, 2006. Husbands, wives, and parents!

There have been times in our nation’s history that the citizens of America have fallen short in showing 
appreciation for our troops and their sacrifices. Let us never make those mistakes again! Presently in 
our country, there are many people who profess their support and appreciation, but true support goes 
beyond words and the displaying of yellow ribbons. So let us ensure the words we expend are not 
idle, but that we stand and actively show appreciation to J a c o b , Ja im e , C h e s te r , M ichael and all the 
rest of our troops in the Alaska National Guard who are making our way of life possible!Sen ate  Bill A m e n d s A S  26.05 by adding a new section that would let the citizens of Alaska say 
thank you to our National Guard troops by reimbursing them for their life insurance premiums while 
they are in a combat zone, retroactive to January 1, 2006. Currently a soldier in the Alaska National 
Guard receives $400,000 dollars in life insurance coverage fora premium of $27 a month.

While our National Guard troops are on the "bloody edge" carrying out the desire of our nation we 
must ensure that they have confidence, in the event of tragedy, that we will take care of their families. 
May it never be said that we did not care about Michael’s one year old son Elijah or Chester’s 14 year 
old daughter Summer after Michael and Chester bravely gave their lives for us. Paying our troops' life

mailto:Senator_Charlie_Huggins@legis.state.ak.us
http://www.akrepublicans.org/hugginV


insurance premiums is a very meaningful act. So let us take this opportunity to tell our troops that 
while they are under fire, in a place none of us would ever want to be, we thank them and are in the 
rear caring for their families and loved ones. Thank you, thank you, thank you, Alaska National Guard 
for securing my freedom.

Contact: Josh Tempel 
Staff to Senator Charlie Huggins

465-3878

Version 24-LS1215\y 
Work Draft
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SPECIALIST JACOB EUGENE MELSON, AKARNG

Specialist Jacob Eugene Melson was a crew member for 
Company B, 1/207th Aviation. He died on January 7, 2006, at 
the age of 22 in the Blackhawk helicopter crash near the Iraq 
town of Tal Afar. The aircraft was involved in a two-ship night 
operation. Specialist Melson was a brave Solider who will be 
remembered with honor by family, friends, and fellow 
Soldiers.
Specialist Melson received his GED on March 8, 2001. He 
joined the Alaska Army National Guard in June 2001. 
Specialist Melson went to basic training in Fort Jackson,
South Carolina, and graduated from the U.S. Army’s UH-60 
repair school at Fort Eustis, Virginia. Specialist Melson was 
then assigned to Company B, 1/207lh Aviation, Alaska Army 
National Guard.
While serving in the Alaska Army National Guard, Specialist 
Melson was awarded the Army Reserve Components 
Achievement Medal, National Defense Service Medal, Global 
War on Terrorism Service Medal, Armed Forces Reserve 
Medal with “M" Device, Army Service Ribbon, Iraqi Campaign 
Medal, Aircraft Crewman Badge and Expert Marksmanship 
Badge for the M16. The State of Alaska awarded Specialist 
Melson the Alaska Domestic Emergency Ribbon for his 
efforts in fighting interior Alaska fires in 2004. Specialist 
Melson has been awarded the following awards 
posthumously: the Purple Heart, Air Medal, Army 
Commendation Medal, Army Good Conduct Medal, and the 
Alaska Distinguished Service Medal.
He is survived by his wife, Sarah; his mother, Teresa; and 
his father, Alaska Army National Guard Captain Mark 
Melson.

EDUCATION
2001 - Graduated Alaska Military Youth Academy
2001 - Completed US Army Basic Training
2002 - Completed US Army UH-60 Repair School 
2004 - Completed US Army Accident Prevention CourseASSIGNM ENTS
2001 - Company C, 120lh Adjutant General Battalion
2002 - Company C, 1sl Battalion, 222nd Aviation Training Center 
2002 - Company B, 1st Bnttalion, 207lh AviationAW ARDS AND D ECORATIONS
Purple Heart 
Air Medal
Army Commendation Medal
Army Good Conduct Medal
Army Reserve Components Achievement Medal
National Defense Service Medal
Global War on Terrorism Service Medal
Armed Forces Reserve Medal with “M” Device



Army Service Ribbon 
Iraqi Campaign Medal 
Aircraft Crewmember Badge 
Expert Marksmanship Badge for M16 
Alaska Distinguished Service Medal 
Alaska Domestic Emergency RibbonEFFECTIVE MILITARY DATES OF PROMOTION
2001 - Promoted to Private 2nd Class on July 12th
2002 - Promoted to Private 1sl Class on April 17th
2003 - Promoted to Specialist on June 1sl
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FIRST LIEUTENANT JAIME LYNN CAMPBELL, AKARNG

First Lieutenant Jaime Lynn Campbell v/as a Platoon 
Leader of the Company B, 1 /207th Aviation Battalion. 
She died on January 7, 2006, at the age of 25 in the 
Blackhawk helicopter crash near the Iraqi town of Tal 
Afar. The aircraft was involved in a two-ship night 
operation. First Lieutenant Campbell was a brave 
Soldier, who will be remembered with honor by family, 
friends and by fellow Soldiers.
First Lieutenant Campbell enlisted in the Washington 
Army National Guard as a Private on April 8, 1999, as a 
vehicle driver with 1161st Transportation Company. First 
Lieutenant Campbell was commissioned on December 
20, 2002, as a Second Lieutenant in the United States 
Army Reserve. She joined the Alaska Army National 
Guard as a Second Lieutenant on March 10, 2003, and 
was assigned to Headquarters and Headquarters 
Company 1/207th Aviation at Fort Richardson, Alaska. 
First Lieutenant Campbell was assigned as a Platoon 
Leader in Detachment 1, Company C, 1/207th Aviation. 
On June 10, 2005, First Lieutenant Campbell was 
assigned to Company B, 1/207th Aviation when the unit 
was mobilized to Iraq.
In total, First Lieutenant Campbeli was in the National 
Guard for more than six years, anu during that time, she 
received several awards. Those include: National 
Defense Service Medal, Global War on Terrorism 
Service Medal, Armed Forces Reserve Medal with "M" 
Device, Army Service Ribbon, Iraqi Campaign Medal, 
Basic Army Aviator Badge, and Expert Marksmanship 
Badge for M9. First Lieutenant Campbell was awarded 
the following awards posthumously: Bronze Star, Purple 
Heart, Air Medal, and Alaska Distinguished Service 
Medal.
First Lieutenant Campbell was a graduate of Ephrata 

High School in Ephrata, Washington. She received a 
Bachelor of Arts in Fashion and Apparel from 
Washington State University in 2002.
First Lieutenant Campbell is survived by her husband 

Captain Samuel Campbell and by her part its, Sergeant 
Major Jeffery and Miki Krausse.

EDUCATION
1998 - Ephrata High School 
1998 - U.S. Army Education Center
2002 - Washington State University, Bachelor of Arts in Fashion and Apparel, Washington State 
2005 - U.S. Army Aviation CenterASSIGNM ENTS
Apr 99 - Enlisted in Washington Army National Guard 
Apr 99 - Vehicle Driver



Mar 03 - Appointed into the Alaska Army National Guard
Mar 03 - Liaison Officer, HHC 1sl Battalion, 207th Aviation, Ft. Richardson, Alaska
Dec 03 - Platoon Leader, Detachment 1, Company C, 1st Battalion, 207th Aviation, Nome, Alaska
Jun 05 - Platoon Leader, Company C, 1st Battalion, 207th Aviation, Fairbanks, Alaska
Jun 05 - Ordered to Active Duty, Platoon Leader, Company B, 1st Battalion, 207th AviationAW ARDS AND DECORATIONS
Bronze Star 
Purple Heart 
Air Medal
National Defense Service Medal
Global War on Terrorism Service Medal
Armed Forces Reserve Medal with “M” Device
National Defense Service Ribbon
Army Service Ribbon
Iraqi Campaign Medal
Basic Army Aviator Badge
Expert Marksmanship Badge for M9
Alaska Distinguished Service MedalEFFECTIVE MILITARY DATES OF PROMOTION
Apr 99 - Private 
Sep 99 - Private Second Class 
May 00 - Private First Class 
Dec 02 - Second Lieutenant 
Feb 05 - First Lieutenant
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SPECIALIST MICHAEL IGNATIUS EDWARDS, AKARNG

Specialist Michael Ignatius Edwards, a member of 
the 1/207th Aviation Battalion Combat UH60, died 
January 7, 2006, in a UH-60 Blackhawk helicopter 
crash near the Iraqi town of Tal Afar. The aircraft was 
in a two-ship night operation. Specialist Edwards was 
a brave Soldier, who will be remembered with honor 
by family, friends and his follow Soldiers.

Specialist Edwards first joined Company D, 1/207th 
Aviation Battalion on October 9, 2003, a s  a UH-60 
helicopter repairman. Specialist Edwards had eight 
years combined military service in the U.S. Army,
U.S. Army Reserve and the Army National Guard. 
Specialist Edwards was a graduate of Adlai E. 
Stevenson High, in Bronx, New Y'jrk. Specialist 
Edwards, was pursuing his civilian education at the 
University of Alaska Fairbanks.

Specialist Edwards’ awards and decorations include 
the Army Good Conduct Medal, National Defense 
Service Medal, Global War on Terrorism Service 
Medal, Armed Forces Reserve Medal with “M"
Device, Army Service Ribbon, Overseas Service 
Ribbon, Iraqi Campaign Medal, Aircraft Crewman 
Badge and Expert Marksmanship Badge for M16. 
Specialist Edwards was awarded the following 
awards posthumously: the Purple Heart, Air Medal, 
Army Commendation Medal and the Alaska 
Distinguished Service Medal 

Specialist Edwards is survived by his fiance,
Danielle O'Brien; daughter, Destiny; and son, Elijah, 
of Alaska; mother, Bernadine Castro, and father,
Alexis Joseph.

EDUCATION
1997 - Graduated Adlai E. Stevenson High School, Bronx, New York
1998 - UH60 Helicopter Repairer Course
2002 - Attended 1 year of college, University of FairbanksASSIGNM ENTS
Oct 03 - Alaska Army National Guard 
Oct 00 - U.S. Army Reserve 
Sep 97 - U S. Army Active DutyAW ARDS AND DECORATIONS
Purple Heart 
Air Medal
Army Commendation Medal 
Good Conduct Medal 
National Defense Service Medal



Global War on Terrorism Service Medal
Armed Forces Reserve Medal with “M" Device
Army Service Ribbon
Overseas Service Ribbon
Iraqi Campaign Medal
Aircraft Crewman Badge
Expert Marksmanship Badge for M16
Alaska Distinguished Service MedalEFFECTIVE DATES OF PROMOTION
09 Oct 03 - Specialist
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CHIEF WARRANT OFFICER FOUR CHESTER WILLIAM TROXEL, AKARNG

Chief Warrant Officer Four Chester William Troxel, 
a member of the 1/207th Combat Support Aviation 
Battalion, died January 7, 2006, in a UH-60 
Blackhawk helicopter crash near the Iraqi town of Tal 
Afar. The aircraft was part of a two-ship night 
operation. Chief Warrant Officer Four Troxel was a 
brave Soldier, who will be remembered with honor by 
friends, family and his fellow Soldiers.

Chief Warrant Officer Four Troxel enlisted in the 
Alaska Army National Guard on April 3, 1983. After 
achieving the rank of Sergeant, he attended the 
Warrant Officer Candidate Course at Fort Rucker, 
Alabama, where he received his appointment as a 
Warrant Officer on February 3, 1988. Chief Warrant 
Officer Troxel was assigned to the 1898th Aviation 
Company (Combat Support).

As a noncommissioned officer, Chief Warrant 
Officer Four Troxel served as  a Medium Helicopter 
Repairman with the U.S. Army Reserve. After 
receiving his appointment a s  a Warrant Officer, he 
served as a UH-1 "Huey" Pilot, Aircraft Survivability 
Equipment/ Electronic Warfare Officer and a UH-60 
Blackhawk Helicopter Pilot.

Chief Warrant Officer Four Troxel had a total of 26 
years combined service in the U.S. Army, U.S. Army 
Reserves and the Army National Guard.
Chief Warrant Officer Four Troxel is preceded in 
death by his father, George. He is survived by his 
wife, Sheree; his son, Hollis; his daughter, Summer; 
and mother, Lois Alderson.

EDUCATION
1980 - Verdugo Hills High School, Los Angeles, CA 
1980 - U.S. Army Medium Helicopter Repair Course 
1985 - Attended One year of college, University of Fairbanks
1987 - U.S. Army Warrant Officer Candidate Course
1988 - U.S. Army Initial Entry Rotary Wing Course
1993 - U.S. Army Advanced Warrant Officer Course
1994 - U.S. Army UH-60 Qualification Course
1999 - U.S. Army Aircraft Survivability Equipment/ Electronic Warfare Course 
2001 - U.S. Army Warrant Officer Staff Course



ASSIGNMENTS
Jun 80 - Medium Helicopter Repair
Mar 87 - Army Initial Entry Rotary Wing Flight School
Jun 88 • Pilot UH-1, Co A, 1st Battalion, 207th Aviation Regiment, Fort Richardson, Alaska 
Jan 96 - Pilot UH-60, Co B, 1st Battalion, 207th Aviation Regiment, Fort uichardson, Alaska 
Nov 98 - ASE/EW Officer, Co B, 1st Battalion, 207th Aviation Regiment, Fort Richardson, Alaska 
May 05 - Pilot UH-60, Co B, 1st Battalion, 207th Combat Support Aviation, Fort Richardson, Alaska

AWARDS AND DECORATIONS
Purple Heart 
Air Medal
Army Commendation Medal 
Army Achievement Medal 
Army Good Conduct Medal
Army Reserve Components Achievement Medal with 4 Oak Leaf Clusters
National Defense Service Medal with Bronze Service Star
Global War on Terrorism Service Medal
Armed Forces Reserve Medal with “M" Device
Armed Forces Reserve Medal with Bronze Hour Glass Device
Army Service Ribbon
Overseas Service Ribbon
Army Reserve Component Overseas Training Ribbon
Iraqi Campaign Medal
Aircraft Crewman Badge
Master Army Aviator Badge
Expert Marksmanship Badge for M9
Alaska Legion of Merit
Alaska Domestic Emergency Ribbon
Alaska State Service Medal
Alaska Governor’s Distinguished Unit Citation

EFFECTIVE MILITARY DA I ES OF PROMOTION
Feb 88 - Warrant Officer One 
Jun 90- Chief Warrant Officer Two 
Jun 96- Chief Warrant Officer Three 
Apr 02 - Chief Warrant Officer Four
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S B  293 -  D e la y in g  Im p le m e n t a t io n  o f  P e n s io n  C h a n g e s  

S p o n s o r S ta te m e n t

SB 29 3 a c k n o w le d g e s  a s im p le  fa c t. W h e n  th e  le g is la tu r e  p a s s e d  SB 141 in  2 0 0 5 , its  

im p l ic a t io n s  w e r e  n o t f u l l y  u n d e r s to o d . I t h a d  n u m e ro u s  te c h n ic a l a n d  p o l ic y  

d i f f i c u l t ie s , fo r g e d  in  th e  c ra m p e d  c o n f in e s  o f s e v e ra l c o n fe re n c e  c o m m it te e s  d u r i n g  a 

le n g th y  s p e c ia l s e s s io n .

T h e  D e p a r tm e n ts  o f R e v e n u e  a n d  L a w , a n d  th e  A la s k a  R e t i r e m e n t M a n a g e m e n t B o a rd  

h a v e  id e n t i f ie d  s e v e ra l is s u e s , r a n g in g  f r o m  u n fu n d e d  b e n e f i t s  to  o p p o r t u n i t ie s  fo r 

d o u b le - d ip p in g , f r o m  c lo s in g  th e  e m p lo y e e  b a se a g a in s t w h o s e  s a la r ie s  th e  u n fu n d e d  

l ia b i l i t y  m a y  be a sse s se d to  in a p p r o p r ia t e  e l i g i b i l i t y  ru le s  a n d  a p p e a l p r o c e d u re s .

A s  im p o r t a n t l y , th e re  h a s n e v e r b e e n an a n a ly s is  o f th e  im p a c t o f c h a n g in g  f r o m  a 

d e f in e d  b e n e f i t to  a d e f in e d  c o n t r ib u t io n  s y s te m  o n  A la s k a 's  a b i l i t y  to  r e c r u i t a n d  re ta in  

th e  p u b l ic  s e r v a n ts  w e  n e e d : te a c h e rs , t ro o p e r s , b io lo g is t s , e n g in e e r s , c o r r e c t io n s  

o f f ic e r s , c h i ld  p r o t e c t io n  w o r k e r s , a n d  m a n y  o th e rs .

B e fo re  th is  c h a n g e  ta k e s  e f fe c t , A la s k a n s  m u s t h a v e  re a l d a ta . T h e  A la s k a  R e t i r e m e n t 

M a n a g e m e n t B o a rd  a lr e a d y  e s t im a te s  th e  SB 141 p la n  w i l l  c o s t m o r e  th a n  th e  p la n s  

PERS a n d  TR S  m e m b e rs  e n te r to d a y . T h e y  c a n n o t y e t e s t im a te  h o w  m u c h  la r g e r it w i l l 

m a k e  th e  u n fu n d e d  l ia b i l i t y .  U n t i l th e  h o a rd  m a k e s  re c o m m e n d a t io n s  o n  a d d re s s in g  

th a t l ia b i l i t y ,  th e  S ta te  o f  A la s k a  w o u ld  he ir r e s p o n s ib le  to  s te p  o f f  th e  d e f in e d  

c o n t r ib u t io n  p re c ip ic e .

I r e s p e c t fu l ly  a s k fo r y o u r  s u p p o r t .

A l.A M O V  S U N  I T I i
- I  M l .  ( AI M TUI.  • .11 A K  VI , Vl .A^K \  | - | I N y  • (!HI7> I l i . V  M i l  7 • l-’AX (i l l  17)-  I l«IM

s n v  v n  n (  K i m  K i .t u n ") i . i : i . i * . > t  v i  i . a k . i  s





DEPARTMENT OF LAW
CIVIL DIVISION

P.O. Box 110300 
Juneau. Alaska 99811-0300 
Phone: (907) 465-3600 
Fax' (907)465-2075

F R A N K  H. M 'JR K O W S K I
G O V E R N O R

T h e  H o n o r a b le  F r a n k  H . M u r k o w s k d

G o v e r n o r

S ta te  o f  A la s k a

P .O .B o x  1 1 0 0 0 1

J u n e a u , A la s k a  9 9 8 1 1 -0 0 0 1

July 26? 2005

R e : F C C S  S B  141 (2 d  F C C ) -  r e la t in g  to th e

te a c h e rs ' a n d  p u b l ic  e m p lo y e e s ' 

r e t i r e m e n t s y s te m s and th e  u n iv e r s i t y  

r e t i r e m e n t p r o g r a m ; c re a t in g  n e w  p la n s  

in  th e  re t i r e m e n t s y s te m s th a t p r o v id e  

d e fm e d  c o n t r ib u t io n  a n d h e a l th  

re im b u r s e m e n t a r ra n g e m e n t p la n s  f o r  

le a c h e rs  a n d  p u b l i c  e m p lo y e e s  h i r e d  o n  

o r a f t e r J u l y l ,  2 0 0 6 ; a n d c h a n g in g  th e  

b o a rd  s t r u c tu r e  f o r  th e  s y s tem s 

O u r f i l e :  8 8 3 -0 5 - 0 1 0 5

D e a r G o v e r n o r M u r k o w s k i :

A t  th e re q u e s t o f  y o u r le g is la t iv e  o f f i c e , w e  h a v e  re v ie w e d  F C C S  S B  141 (2 d  

F C C ) . T h is  b i l l m a k e s am e n d m e n ts  to  th e  T e a c h e rs ' R e t i r e m e n t S y s te m  (T R S ) , P u b l ic  

E m p lo y e e s ' R e t i r e m e n t S y s te m  (P E R S ) , a n d  u n iv e r s i t y  r e t i r e m e n t p ro g ra m s ; c re a te s a 

n e w  A la s k a  R e t i r e m e n t M a n a g e m e n t B o a rd  ( A R M B )  to  re p la c e  a n d  p e r fo rm  m a n y  o f  th e  

fu n c t io n s  o f  th e  c u r r e n t T e a c h e rs ' R e t i r e m e n t B o a r d  ( T R B ) , P u b l ic  E m p lo y e e s ' 

R e t i r e m e n t B o a r d  (P E R B ) , a n d  A la s k a  S ta te  P e n s io n  In v e s tm e n t B o a rd  ( A S P IB ) ; 

t ra n s fe rs  m o s t o f  th e re g u la t io n  a d o p t io n  a u th o r i t y  o f  th e  c u r r e n t T R B  an d P E R B  to th e  

c o m m is s io n e r o f  th e  D e p a r tm e n t o f  A d m in is t r a t io n ; a n d  tra n s fe rs  m o s t o f  th e  a p p e a l 

fu n c t io n s  c u r r e n t ly  p e r fo rm e d  b y  th e T R B  a n d  P E R B  to  th e o f f i c e  o f  a d m in is t r a t iv e  

h e a r in g s  ( O A H )  u n d e r A S  4 4 .6 4 .

I n  a d d i t io n  to  c h a n g e s to c u r r e n t re t ir e m e n t s ta tu te s , th e  b i l l  c re a te s n e w  re t i r e m e n t 

p la n s  fo r  m em b e rs  f i r s t  e m p lo y e d  u n d e r T R S  an d P E R S  o n  o r a f t e r  J u ly  1, 2 0 0 6 . T h o s e  

n e w  m em b e rs  w i l l  b e  c o v e re d  b y  n e w  d e f in e d  c o n t r ib u t io n  p la n s  w i t h  d e fm e d  

o c c u p a t io n a l d is a b i l i t y ', o c c u p a t io n a l d e a th , a n d  re t i r e e  m e d ic a l b e n e f i t s , a n d  w i l l  a ls o  be



H o n . F ra n k  H . M u rk o w s k i, G o v e rn o r
O u r  f ile : 8 8 3 -0 5 -0 1 0 5

Ju ly  2 6 , 2 0 0 5
P a g e  2

c o v e r e d  b y  a n e w  re t ir e e  h e a l th  re im b u r s e m e n t a r ra n g e m e n t ( H R A )  p la n , in s te a d  o f  th e  

d e f in e d  b e n e f i t p la n s  c o v e r in g  m em b e rs  f i r s t  e m p lo y e d  u n d e r th e s y s te m s b e fo r e  th a t 

d a te .1 N o n  v e s te d  m em b e rs  o f  th e  T R S  a n d  P E R S  d e f in e d  b e n e f i t s  p la n s  w i l l  b e 

p e rm i t t e d  to t r a n s fe r to th e  n e w  d e fm e d  c o n t r ib u t io n  p la n s  i f  th e i r  e m p lo y e rs  a g re e to  

p a r t ic ip a te  in  s u c h  tra n s fe rs .

S e n a te B i l l  141 is a le n g th y  a n d  c o m p l ic a te d  b i l l .  I n  th is  b i l l  r e v ie w , w e  e x p la in  

th e  m a jo r p r o v is io n s  f o r  c h a n g e s  to  th e  c u r r e n t re t i r e m e n t s y s te m  s ta tu te s , th e  n e w  p la n s , 

in te r p r e ta t io n  a n d im p le m e n ta t io n  is s u e s , an d p o te n t ia l le g a l is s u e s .

Changes Applicable to C nrren t Systems

T h e  b i l l  adds p ro p o s e d  n e w  a r t ic le s  in  th e  T R S  a n d  P E R S  s ta tu te s to  g o v e rn  

a d m in is t r a t io n  o f  th e  s y s tem s . S e c t io n  1 o f  th e  b i l l  ad d s a p r o p o s e d  n e w  a r t ic le  1 to  

A S  1 4 .2 5 , w h ic h  in c lu d e s  g e n e ra l p r o v is io n s  fo r a d m in is t r a t io n  o f  T R S . T h is  a r t ic le  

p r o v id e s  f o r  th e  a d m in is t r a t io n  o f  b o th  th e c u r r e n t T R S  d e f in e d  b e n e f i t p la n  a n d th e  

p ro p o s e d  n e w  T R S  d e fm e d  c o n t r ib u t io n  p la n  e s ta b lis h e d  b y  th e  b i l l .  S e c t io n  81 o f  th e  

b i l l  a d d s a p ro p o s e d  n e w  a r t ic le  1 to  A S  3 9 .3 5 , w h ic h  in c lu d e s  p r o v is io n s  f o r  

a d m in is t r a t io n  o f  P E R S . T h is  a r t ic le  p r o v id e s  f o r  th e  a d m in is t r a t io n  o f  b o th  th e  c u n re n t 

P E R S  d e f in e d  b e n e f i t p la n  a n d th e p ro p o s e d  n e w  P E R S  d e f in e d  c o n t r ib u t io n  p la n  

e s ta b l is h e d  b y  th e b i l l .  A  n u m b e r o f  th e g e n e ra l p r o v is io n s  se t o u t in  secs . 1 a n d 81 

re p la c e  p r o v is io n s  re p e a le d  b y  s e c . 132 o f  th e  b i l l  ‘  S e c t io n s  1 a n d  81 se t o u t th e p u rp o s e

In  th is b i l l re v ie w , the n ew  p lan s crea ted b y  sec. 35 fo r T R S  and sec. 122 fo r P ER S are 
g e n e ra lly  re fe r re d  to as "d e fin e d  c o n t r ib u t io n " p la n s . A  d e fin e d c o n t r ib u t io n  p la n is a type o f  

re t ire m e n t p lan in  w h ic h  Tie em p lo y e r o r the em p lo ye e , o r b o th , p a y (c o n tr ib u te ) a s p e c if ie d  

am o u n t o f  m o n e y in to an in d iv id u a l accoun t on b e h a lf o f  the em p lo ye e . T h e c o n t r ’ u ted m o n e y 

is in v e s te d  e ith e r at d ie em p lo ye r 's o r the em p lo yee 's d ire c t io n  as s p e c if ie d  b y  d ie  te rm s o f  the 

p la n . T h e accum u la te d va lu e o f  th e in d iv id u a l a c co u n t a t re t ire m e n t o r te rm in a t io n  is d ie to ta l 

v a lu e  o f  a ll c o n tr ib u t io n s  m ade , in c lu d in g  in v e s tm e n t in c om e ea rn in g s o r losses e x p e r ie n c e d on 

th o se c o n tr ib u t io n s . In v e s tm e n t re su lts are no t gua ran teed , and u n lik e  a de fin e d b e n e f it p la n , a 
d e fin e d  c o n tr ib u t io n  p la n  does n o t p ro v id e  a gua ran teed b e n e fit am o u n t at re t ire m e n t. T he new  
p la n s c rea ted b y sec. 35 fo r T R S  and sec. 122 fo r PER S are n o t p u re ly  d e fin e d  c o n t r ib u t io n  
p la n s , because th e y a lso in c lu d e d e fin e d  b e n e fit com po nen ts , in c lu d in g  o c c u p a tio n a l d is a b i l i t y  

b e n e fits , o c c u p a tio n a l dea th b e n e fits , and re tire e he a lth be ne fits , f in a n c in g  o f  tho se b e n e fits  w i l l 
re q u ire  va r ia b le , a c tu a r ia lly -d e te rm in e d  em p lo ye r c o n tr ib u t io n s .

In secs. 1 and 81 o f the b i l l , the p ro po se d new  A S  14 .25 .001 and A S  39 .35 .00 1 re p la ce 

re p e a le d p ro v is io n s  o f  A S  14 .2 5 .0 1 2 (a ) and A S '3 9 .3 5 .0 1 0 (a ) (p u rp o se o f  ch a p te rs ); p ro p o se d 
n ew  A S  14 .2 5 .0 0 2 estab lishes tire a tto rn e y gene ra l as le g a l counse l fo r the sys tem , and p ro p o se d 

n ew  A S  39 .3 5 .0 0 2 rep laces re pea led A S  3 9 .3 5 .0 9 0 re g a rd in g  re p re s e n ta tio n o f  PER S b y  the 
a tto rn e y gene ra l; p ro po se d n ew  A S  14 .25 .004 and A S  3 9 .3 5 .0 0 4 rep la ce repea led p ro v is io n s  o f  

A S  14 .25 .02 0 , 14 .25 .030 , 14 .2 5 .1 7 0 , AS 3 9 .3 5 .0 2 0 and 3 9 .3 5 .0 6 0 (p ow e rs and du tie s o f  
a d m in is tra to r ) ; p ro po se d new  A S  14 .25 .005 and A S  39 .3 5 .0 0 5 re p la ce repea led p ro v is io n s  o f  
( fo o tn o te  2 c o n tin u e d  a t b o tto m  o f  p a g e  3 )
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o f  th e  c h a p te rs  (A S  1 4 .2 5  (T R S ) a n d A S  3 9 .3 5  (P E R S ) ) , th e  a u th o r i t y  o f  th e a t to r n e y  

g e n e ra l a n d  T R S /P E R S  a d m in is t r a to r , p r o v is io n s  f o r  a d o p t io n  o f  re g u la t io n s  b y  th e 

c o m m is s io n e r o f  a d m in is t r a t io n , a s s ig n m e n t to  th e  O A H  o f  a u th o r i t y  to  h e a r a p p e a ls  

f r o m  d e c is io n  o f  th e a d m in is t r a to r , a n d a s s ig n m e n t o f  th e A R M B  as th e  f id u c ia r y  f o r  th e  

s y s te m s ' fu n d s .

T h e  b i l l s t ru c tu re s  th e  T R S  a n d  P E R S  s ta tu te s to  p r o v id e  s e p a ra te ly  f o r  th e  d e f in e d  

b e n e f i t " p la n s " a n d  th e  d e f in e d  c o n t r ib u t io n  " p la n s " w i t h in  th e  " s y s te m s . " 3 P ro p o s e d  n e w  

a r t ic le s  s e g re g a te  c u r r e n t T R S  a n d  P E R S  d e f in e d  b e n e f i t p la n  p r o v is io n s  f r o m  th e 

p ro p o s e d  n e w  d e f in e d  c o n t r ib u t io n  p la n  p r o v is io n s . S e c t io n  3 ad d s a p r o p o s e d  n e w  

a r t ic le  2 to  A S  1 4 .2 5 th a t c o n ta in s  th e  p r o v is io n s  o f  th e  c u r r e n t T R S  d e f in e d  b e n e f i t p la n  

in  A S  1 4 .2 5 .0 0 9  - 1 4 .2 5 .2 2 0 . S e c t io n s  4 - 3 4  a m e n d  a n u m b e r o f  th e  T R S  d e f in e d  b e n e f i t 

p la n  s ta tu te s . S e c t io n  S3 a d d s a p ro p o s e d  n e w  a r t ic le  2 to  A S  3 9 .3 5  to  d e s ig n a te  c u r r e n t 

A S  3 9 .3 5 .0 9 5  - 3 9 .3 5 .6 S 0  as th e  P E R S  d e f in e d  b e n e f i t p la n .4 S e c r io n s  84 - 121 am e n d  a 

n u m b e r o f  th e  P E R S  d e f in e d  b e n e f i t p la n  s ta tu te s .^ .T h e  c u r r e n t T R S  a n d  P E R S  d e f in e d  

b e n e f i t p la n s  w i l l  a p p ly  o n ly  to  m em b e rs  f i r s t h i r e d  b e fo r e  J u ly  1, 2 0 0 6  (se cs . 3 , 6 , a n d  S3 

o f  th e  b i l l ) .

S e c t io n s  10 a n d  11 a m e n d  A S  1 4 .2 5 .0 7 0  f o r  T R S , a n d  se c s . 9 5 a n d  9 6  am e n d  

A S  3 9 .3 5 .2 7 0  f o r  P E R S , re g a rd in g  th e  e m p lo y e r c o n t r ib u t io n  ra te  to  f in a n c e  b e n e f i ts  

u n d e r th e  d e f in e d  b e n e f i t p la n . E m p lo y e r c o n t r ib u t io n  ra te s a re a p p l ie d  " a g a in s t th e s um  

to ta l o f  th e  b a se s a la r ie s  p a id  to  m e m b e rs " f o r  T R S  (s e c . 1 0 ) a n d  " t o  th e  to ta l

( fo o tn o te  2  c o n tin u e d )

A S  14 .2 5 .0 2 2 and A S 3 9 .3 5 .0 4 2 (re g u la t io n s ) ; p ro po se d n ew  A S  14 .2 5 .0 0 6 and A S  39 .3 5 .0 0 6 

re p la c e repea led p ro v is io n s  o f A S  14 .25 .037 and A S  39 .3 5 .0 4 7 (h e a r in g s /a p p e a ls ) ; p ro p o se d new  
A S  14 .2 5 .0 0 7 and A S  3 9 .3 5 .0 0 7 re p la ce repea led p ro v is io n s  o f  A S  14 .25 . ISO and A S  39 .3 5 .0 8 0 
( in v e s tm e n t m a n a g em e n t/ f id u c ia ry  o f funds ).

In  sec. I o f  the b i l l , p ro p o se d n ew  A S  14 .25 .003 rep la ces repea le d A S 14 .25 .015 (T R S  

a d m in is tra to r ) . D o c um e n ts tha t w e ha ve re v ie w e d re g a rd in g  SB 141 do n o t re ve a l w h y  the b i l l 

does n o t repea l A S  39 .3 5 .0 5 0 , w h ic h  p ro v id e s fo r th e c om m is s io n e r to a p p o in t an a dm in is tra to r 
o f  PER S and the s u p p lem e n ta l b e n e fits system (S B S ). B ecause sec. 72 , adds a p roposed new  
A S  39 .3 0 .1 5 1 p ro v id in g  fo r the SBS a dm in is tra to r , and sec. S I adds a p ro po se d new  

.AS 3 9 .3 5 .0 0 3 p ro v id in g  fo r the PERS a dm in is tra to r , .AS 3 9 .3 5 .0 5 0 appears to be unnecessa ry .

T h e  d if fe r e n t ia t io n  b e tw een p la n s w i th in  th e sys tem s re q u ire s th e change o f  o v e r 120 

re fe re n ce s to "s y s tem " in  the TR S  and PERS s ta tu te s in to  re fe ren ce s to "p la n " (sec. 144 (c )) .

B e cause the TR.S sta tu tes are n o t c u r re n t ly  d iv id e d  in to  a r t ic le s , th e b i l l 's  c re a tio n  o f  the 

new  a r t ic le  s tru c tu re  fo r TR S is n o t p ro b le m a t ic . T h e  b i l l 's  in s e r t io n  o f  new  a rtic le s in to  tire 
PERS s ta tu te s , w h ic h  are a lre a d y d iv id e d  am ong e ig h t a r tic le s , re su lts in  som e c o n fu s io n , w h ic h  

p re s um a b ly  the re v is o r o f  sta tu tes w i l l dea l w ith  in  in s tru c t io n s to th e p u b lis h e r .
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c o m p e n s a t io n  p a id  to  th e  a c t iv e  em p lo y e e s  o f  th e  e m p lo y e r "  f o r  P E R S  (s e c . 9 5 ) . 5 U n d e r 

secs . 11 a n d  9 6 , th e  e m p lo y e r c o n t r ib u t io n  ra te s "m a y  n o t b e le s s th a n  th e  ra te  

r e q u i r e d . . .  to f u l l y  f u n d  th e  a c tu a r ia l ly  c a lc u la te d  b e n e f i t s  e x p e c te d  to  b e  e a rn e d  b y  

a c t iv e  m em b e rs  d u r in g  a f is c a l y e a r . " T h is  is s o m e t im e s  re fe r r e d  to  as th e  " n o rm a l c o s t 

r a te . " 5

A  n u m b e r o f  s e c t io n s  o f  th e b i l l a m e n d  o r re p e a l p r o v is io n s  o f  P E R S  a n d  T R S  

s ta tu te s  th a t a l lo w  fo rm e r m e m b e rs  to re in s ta te  s e rv ic e  c r e d i t u p o n  re e m p lo y m e n t b y  

P E R S /T R S  e m p lo y e rs  (se c s . 1 2 , 13, 15 , 16 , 2 1 , 89 -  9 4 , 1 0 7 , 1 1 3 , a n d 1 3 3 ) .7 F o rm e r 

m em b e rs  a re in d iv id u a ls  w h o  h a v e  te rm in a te d  e m p lo y m e n t w i t h  P E R S  o r T R S  e m p lo y e ^  

a n d  h a v e  c a s h e d o u t th e i r  c o n t r ib u t io n  a c c o u n ts . T h e  am e n dm e n ts  a re e f f e c t iv e  

J u n e  3 0 , 2 0 1 0 , th u s  g iv in g  fo rm e r m e m b e rs  f i v e  y e a rs to  o b ta in  re e m p lo y m e n t w i t h  a 

T R S /P E R S  e m p lo y e r a n d re in s ta te  p a s t s e rv ic e  u n d e r th e c u r r e n t la w  (s e c . 1 4 9 ) .

T h e  b i l l am e n d s th e  p r o v is io n s  o f  T R S  s ta tu te  A S  1 4 .2 5 .1 4 3 (a ) in  e f f e c t b e fo re  

J u ly  1, 1 9 9 0 (s e c s . IS  a n d  19 o f  th e  b i l l ) ,  a n d P E R S  s ta tu te  A S  3 9 .3 5 .4 7 5 (a ) in  e f f e c t 

b e fo r e  J u ly  1, 19S7 (se c . 112 o f  th e b i l l ) ,  th a t p r o v id e d  f o r  a d  h o c p o s t r e t i r e m e n t p e n s io n  

a d ju s tm e n ts  (P R P A ) i f  th e  f in a n c ia l c o n d i t io n  o f  th e fu n d s  p e rm i t t e d .5 T h e  a m e n d m e n ts  

p r o v id e  th a t th e  f in a n c ia l c o n d i t io n  o f  th e  fu n d s  w i l l  o n ly  p e rm i t g r a n t in g  o f  a P R P A  

u n d e r fo rm e r la w  i f  " th e  ra t io  o f  to ta l fu n d  asse ts to  th e  a c c ru e d  l i a b i l i t y  m e e ts o r  e x c e e d s 

105 p e r c e n t . "

S e c t io n  2 2 a n d  11 6 o f  th e  b i l l  re p e a l a n d re e n a c t T R S  s ta tu te  A S  1 4 .2 5 .1 6 8 (a ) a n d 

P E R S  s ta tu te  A S  3 9 .3 5 .5 3 5 (a ) , to  l im i t  re t i r e e  m a jo r  m e d ic a l c o v e ra g e  f o r  d e p e n d e n ts  o f  

s u r v iv o r s  o f  d e ce a s e d re t ir e e s . A s  re p e a le d  a n d  re e n a c te d , th e s ta tu te s  p r o v id e  th a t 

d e p e n d e n ts  o f  s u r v iv o r s  o f  re t ir e e s  w i l l  be c o v e r e d  o n ly  i f  th e  d e p e n d e n ts  w e re

Based on the d e f in it io n s  o f  "m em b e r" in  A S  1 4 .2 5 .2 2 0 (4 2 ) fo r the TR S d e fin e d  b e n e fit 

p la n , as am ended in sec. 33 and as changed b y sec. 144 (c ), and th e d e f in it io n  o f  "em p lo y e e " in 

A S  3 9 .3 5 .6 8 0 (2 1 ) fo r the PERS d e fin e d b e n e f if p la n , as am ended b y  sec. 119 and as changed b y  
sec 14 4 (c ), the em p lo y e r c o n t r ib u t io n  ra tes w i l l  be a p p lie d  o n ly  to d ie base sa la rie s and to ta l 

c om p e n s a tio n  p a id  to m em be rs o f  the T R S  and PER S d e fin e d  b e n e f it p la n s un de r A S  14 .2 5 .0 7 0 
and A S  39 .3 5 .2 7 0 .

W e no te tha t the new  s ta tu to ry  re q u irem e n t fo r PERS em p lo y e r c o n tr ib u t io n s  supe rcedes

2 A A .C  3 5 .9 0 0 , w h ic h  caps changes in PERS em p lo y e r c o n t r ib u t io n  ra tes at f iv e  p e rce n ta ge

p o in ts .

A S  39 .3 5 .3 7 5 is a n o ta b le  e x c e p tio n  to th e re pea l o f  s ta tu tes th a t p ro v id e  fo r

re in s ta tem e n t o f  se rv ic e c re d it. T h a t s ta tu te a llo w s an a c tiv e  PERS m em be r w h o has n e ve r

ve s te d in TR S  o r PERS and w ho has cashed o u t TR S  se rv ic e  to re in s ta te th e TR S se rv ic e c re d it
to e s ta b lis h e n tit le m e n t to a "p u b lic  se rv ic e b e n e f it . "

8 In  a 1990 m em o ra n d um  o f a d v ic e , w e e x p la in e d  tha t, u n d e r art. X U , sec. 7, o f  th e A la s k a  

C o n s t i tu t io n  th e ad h o c P R P A  rem a in s v ia b le  fo r m em be rs h ire d  b e fo re  d ie e ffe c t iv e  d a te o f  the 

am endm en ts th a t crea ted the a u tom a tic P R P A . 1990 In f . O p . A t t 'y  G en .; 6 6 3 -9 0 -0 2 0 6 (Jan . 19).
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d e p e n d e n ts  o f  th e  re t ir e e . S p o u s e s a n d  d e p e n d e n ts th a t s u r v iv o r s  o b ta in  a f te r th e d e a th  o f  

th e  re t ir e e , w h o  h a d  n o  d e p e n d e n t r e la t io n s h ip  w i t h  th e  d e c e a s e d  re t i r e e , w i l l  n o t b e 

e n t i t le d  to  re t ir e e  m a jo r m e d ic a l c o v e ra g e . T h e s e  p r o v is io n s  ta k e  e f f e c t J a n u a ry  1, 2 0 0 6 , 

u n d e r sec . 147 .

T h e  b i l l  c h a n g e s th e  s t ru c tu re  o f  th e  b o a rd s  f o r  T R S  a n d  P E R S . U n d e r c u r r e n t 

s ta tu te s , th e P E R B  c o n s is ts  o f  th re e  p u b l ic  b o a rd  m e m b e rs  a p p o in te d  b y  th e  g o v e rn o r , 

tw o  b o a rd  m em b e rs  e le c te d  b y  m em b e rs  o f  th e r e t i r e m e n t s y s te m , a n d tw o  p h y s ic ia n s  

a p p j in t e d  b y  th e  g o v e rn o r . T h e  p h y s ic ia n s  a re m e m b e rs  o f  th e b o a rd  o n ly  f o r  th e  

p u rp o s e  o f  p a r t ic ip a t in g  in  th e h e a r in g  o f  a p p e a ls  to  d e te rm in e  m e d ic a l e l i g i b i l i t y  f o r  

d is a b i l i t y  b e n e f i ts . A S  3 9 .3 5 .0 3 0 , re p e a le d  b y  sec . 132 . T h e  T R B  c u r r e n t ly  c o n s is ts  o f  

f iv e  p u b l ic  b o a rd  m em b e rs  a p p o in te d  b y  th e  g o v e r n o r a n d  tw o  p h y s ic ia n  b o a rd  m em b e rs  

a p p o in te d  b y  th e  g o v e rn o r . A s  w i t h  th e  P E R B , th e s o le  f u n c t io n  o f  th e  p h y s ic ia n s  on th e 

T R B  is to  p a r t ic ip a te  in  th e  h e a r in g  o f  a p p e a ls  to  d e te rm in e  m e d ic a l e l i g i b i l i t y  f o r  

d is a b i l i t y  b e n e f i ts . A S  1 4 .2 5 .0 3 5 , re p e a le d  b y  sec , 132 . A S P IB  is th e  c u r r e n t ly  f id u c ia r y  

o f  th e  P E R S  and T R S  fu n d s , re s p o n s ib le  f o r  m a n a g in g  th e  fu n d s ' in v e s tm e n ts . 

A S  1 4 .2 5 .1 8 0  a n d  A S  3 9 .3 5 .0 8 0 , re p e a le d  b y  sec . 132 . T w o  o f  .the e ig h t A S P IB  b o a rd  

m em b e rs  ( t r u s te e s ) a re e le c te d  b y  th e  T R S  m e m b e rs h ip  a n d  tw o  a re e le c te d  b y  th e  P E R S  

m e m b e rs h ip . A S  3 7 .1 0 .2 1 0 , re p e a le d  a n d  re e n a c te d  b y  se c . 5 8 .

T h e  b i l l re p la c e s A S P IB , th e T R B , a n d  th e  P E R B  w i t h  th e  n e w ly  e s ta b lis h e d  

A R M B . S e c t io n s  5S -  6 4 o f  th e b i l l  am e n d , o r  re p e a l a n d  re e n a c t , s ta tu te s p r o v id in g  fo r  

th e c u r r e n t A S P IB , e s ta b l is h in g  a n d  s e t t in g  o u t th e  p o w e r s , d u t ie s , a n d  c o m p e n s a t io n  o f  

tru s te e s o f  th e  A R M B . 9 A S  3 7 .1 0 .2 1 0  is re p e a le d  a n d  re e n a c te d  b y  sec. 58 to  e s ta b lis h  

th e p r im a r y  m is s io n , c o m p o s it io n , a n d  te rm s o f  m em b e rs  o f  th e  n e w  .A R M B . T h e  n e w  

b o a rd  w i l l  c o n s is t o f  n in e  tru s te e s , in c lu d in g  th e  c o m m is s io n e r s  o f  a d m in is t r a t io n  and 

re v e n u e . S e v e n tru s te e s a p p o in te d  b y  th e  g o v e r n o r m u s t m e e t e l i g i b i l i t y  re q u ire m e n ts  fo r 

an A la s k a  p e rm a n e n t fu n d  d iv id e n d , an d h a v e  re c o g n iz e d  c o m p e te n c e  in  f ie ld s  s p e c i f ie d  

in th e  s ta tu te . "R e c o g n iz e d  c o m p e te n c e " is  d e f in e d  in  A S  3 7 .1 0 .3 9 0 , as am e n d e d  b y  

sec . 6 4  o f  th e b i l l ,  to m e a n "a  m in im u m  o f  10 y e a rs ' p r o fe s s io n a l e x p e r ie n c e  w o r k in g  o r 

te a c h in g  in  th e  f ie ld  o f  in v e s tm e n t m a n a g e m e n t , f in a n c e , b a n k in g , e c o n o m ic s , 

a c c o u n t in g , p e n s io n  a d m in is t r a t io n , o r a c tu a r ia l a n a ly s is . " T w o  tru s te e s a p p o in te d  b y  th e

In  a d d it io n , sec, 1 (p ropo sed n ew  A S  14 .2 5 .0 0 7 ), sec. S I (p ro po sed new A S 3 9 .3 5 .0 0 7 ) , 

sec. 50 (am e n d in g  A S  2 2 .2 5 .0 4 8 (c ) ) , sec. 53 (am e n d in g A S  2 6 .0 5 .2 2 8 (c ) ) , and sec. 78 

(am en d in g A S  3 9 .3 0 .1 7 5 (a ) ) e s ta b lis h the A R M B  as the f id u c ia r y  o f  the TR S , PERS , J u d ic ia l 
R e tirem e n t S ys tem , and m i l i t a r y  re tirem e n t tru s t fu n d s and SBS re ce ip ts . O th e r sta tu tes th a t are 

am ended to su b s titu te  th e .A R M B  fo r A S P IB  in c lu d e  secs. 1 2 3 -1 2 4 (P u b lic  Em p lo ye e s ' D e fe rre d 

C om p e n sa tio n P ro g ram ); sec. 127 (p u b lic  o f f ic ia l f in a n c ia l d is c lo s u re ) ; secs. 128 - 130 

(D e p a r tm e n t o f  R evenue d u tie s and fin a n c ia l d is c lo s u re ) . S e c t io n  145 d ire c ts the re v is o r o f 

s ta tu te s and the re g u la t io n s a tto rn e y to im p le m e n t sec. 143 , w h ic h  p ro v id e s tha t re fe rences to the 
T R B , P E R B , and A S P IB  in  the .A laska S ta tu tes and the A la  xa A d m in is t r a t iv e  C ode "s h a ll be 
read as 'A la s k a  R e tirem e n t M a n a g em e n t B o a rd ' w h e n to do so w o u ld  be con s is te n t w ith  the 
changes m ade b y th is A c t . "
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g o v e rn o r m u s t b e m em b e rs  o f  th e  g e n e ra l p u b l ic , w h o  m a y  n o t h o ld  a n y  o th e r s ta te 

o f f i c e , p o s i t io n  o r e m p lo y m e n t a n d  m a y  n o t b e  m em b e rs  o r  b e n e f ic ia r ie s  o f  a  re t i r e m e n t 

s y s te m  m a n a g e d  b y  th e  b o a rd . O n e  tru s te e  m u s t b e e m p lo y e d  as a f in a n c e  o f f i c e r  f o r  a 

p o l i t i c a l s u b d iv is io n  th a t p a r t ic ip a te s  in  P E R S  o r  T R S . T w o  tru s te e s  m u s t b e  m e m b e rs  o f  

P E R S , s e le c te d  f r o m  a l i s t  o f  fo u r n o m in e e s  s u b m it t e d  b y  P E R S  b a r g a in in g  u n it s . T w o  

tru s te e s m u s t be m em b e rs  o f  T R S , s e le c te d  f r o m  a l i s t  o f  fo u r  n o m in e e s  s u b m i t t e d  b y  

T R S  b a r g a in in g  u n its . T h e  l is ts  o f  n o m in e e s  to b e s u b m i t t e d  b y  P E R S  a n d T R S  

b a r g a in in g  u n its  m u s t b e  s u b m it te d  w i t h in  th e  t im e  p e r io d  s e t o u t in  re g u la t io n s  to  be 

a d o p te d  u n d e r A S  3 7 .1 0 .2 4 0 (a ) .

T h e  te rm s o f  T R B  an d P E R B  m em b e rs  w i l l  e x p ir e  o n  J u ly  1, 2 0 0 5  (s e c s . 1 3 6 , 146 ,

a n d 1 5 1 ) . '0 U n d e r secs . 137 a n d 1 3 8 , th e  te rm s  o f  m e m b e rs  o f  A S P IB  w i l l  e x p ir e  o n

S e p te m b e r 3 0 , 2 0 0 5 , a n d  A S P IB  m a y  c o n t in u e  to  e x e rc is e  p o w e rs  a n d  d u t ie s  a s s ig n e d  to

A R M B  u n d e r th e  b i l l  u n t i l th a t d a te .11 G e n e ra l t r a n s i t io n  p r o v is io n s  in  sec . 1 3 9  in c lu d e  a

p r o v is io n  th a t " [ l i j e a r in g s  a n d  o th e r p r o c e e d in g s  p e n d in g  u n d e r a la w  am e n d e d  o r

re p e a le d  b y  th is  A c t  o r in  c o n n e c t io n  w i t h  fu n c t io n s  t r a n s fe r r e d  b y  th is  A c t c o n t in u e  in

e f f e c t and m a y  b e  c o n t in u e d  an d c o m p le te d  n o tw i t h s ta n d in g  a t r a n s fe r o r a m e n d m e n t o r
• t ̂

re p e a l p r o v id e d  b y  th is  A c t "  ‘

S e c tio n s 136 and 13 7 o n ly  s p e c if ic a l ly  re fe r to  e x p ira t io n  o f  th e te rm s o f  a p p o in te d  bo a rd 
m em be rs . B o th  the P ER B and A S P IB  in c lu d e  e le c te d b o a rd m em be rs . T he fa ilu re  to m e n t io n  

te rm s o f  e le c ted m em be rs is an o v e rs ig h t w ith o u t lega l s ig n if ic a n c e . W ith  th e repea l o f  
A S  3 9 .3 5 .0 3 0 (P u b lic  Em p lo ye e s R e tire m e n t B o a rd ) and 3 9 .3 5 .0 4 0 (p ow e rs and d u tie s o f  tire 

bo a rd ) b y  sec. 134 o f  the b i l l and th e re a s s ig nm en t o f  b o a rd fu n c t io n s  to o th e r o f f ic ia ls  and 
e n tit ie s u n d e r o th e r sec tio n s o f  the b i l l , i t is c le a r th a t, e f fe c t iv e  J i . lv  1, 2005 , the re w i l l  be no 

P E R B , and no PER B fu n c t io n s fo r m em be rs to p e r fo rm . W ith  the tra n s fe r o f  A S P IB  fu n c t io n s  to 

the n e w  A R M B  e ffe c t iv e  S ep tem be r 30 , 2005 , the re w i l l be no A S P IB  o r fu n c t io n s fo r A S P IB  

m em be rs to p e r fo rm  a fte r th a t da te .

L a ngua ge in the tra n s it io n  p ro v is io n  o f  sec. 138 th a t A S P IB  m a y  "c o n t in u e " to exe rc ise 

pow e rs and du tie s re su lts in  an a m b ig u ity  as to w h e th e r th e le g is la tu re  in te n d e d .\S P LB  to p ic k  

up n ew  du tie s o r T R B  and P E R B du tie s ass igned to A R M B  b y  th e b i l l in  the in te r im  p e r io d . W e 
have n o t lo ca ted le g is la t iv e  h is to ry  th a t re so lve s th is a m b ig u ity . T h e d e la y in  tra n s it io n  o f  du tie s 

to the A M R B  was re ques te d b y ‘ he D e p a r tm e n t o f  R evenu e . S ta f f m em be rs w ith  w h o m  w e ha ve 

co n s u lte d have sta ted tha t, in  re q u e s tin g the de la y , it w a s th e D e p a r tm e n t o f  R evenue 's in te n t tha t 

A S P IB  w o u ld  be ab le to p e r fo rm  a ll necessa ry du tie s o f  the A R M B  d u r in g  the tra n s it io n  p e r io d .

R e g a rd in g appea ls p e n d in g  b e fo re  the T R B  an d P E R B , s in c e th e boa rd s w i l l n o lo n g e r 

e x is t and s in ce a u th o r ity  o v e r appea ls tra n s fe rs to the O A H  as o f  J u ly  1, 2005 , w e  in te rp re t th is 

p ro v is io n  as p re s e rv in g  the r ig h ts o f  ap pe lla n ts b y  c o n t in u in g  the appea ls fo r c o m p le t io n  b e fo re  

the O A H .
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T h e  b i l l adds a p p e a ls  o f  m o s t d e c is io n s  o f  th e T R S  a n d P E R S  a d m in is t r a to r to  the 

ju r i s d i c t i o n  o f  th e  O A H , 13 a n d  tra n s fe rs  m o s t o f  th e  r e g u la t io n  a d o p t io n  a u th o r i t y  o f  th e 

T R B  a n d P E R B  to  the c o m m is s io n e r o f  a d m in is t r a t io n .14

S e c t io n  2S o f  th e  b i l l am e n d s A S  1 4 .2 5 .2 1 0 (a ) , w h ic h  p r o v id e s  f o r  p e n a lt ie s  w h e n  

a p e rs o n  k n o w in g ly  m a k e s a fa ls e  s ta te m e n t o r fa ls i f ie s  o r  p e rm i ts  to  be fa ls i f ie d  a n y 

re c o rd  o f  th e  o f  th e T R S  d e f in e d  b e n e f i t p la n  in  an a t te m p t to  d e f r a u d  th e p la n . T h e  

p e n a l t y  o f  fo r f e i t u r e  o f  a l l r ig h ts  u n d e r A S  1 4 .2 5  is re m o v e d . T h e  P E R S  s ta tu te s d o  n o t 

in c lu d e  th e  fo r f e i t u r e  p e n a l t y  f o r  f r a u d u le n t b e h a v io r . F a ls e s ta te m e n ts  re m a in  a c la s s A  

m is d e m e a n o r u n d e r A S  1 4 .2 5 .2 1 0 (a ) .

S e c t io n s  3 6  - 4 9  am e n d  s ta tu te s p e r ta in in g  to  th e  U n iv e r s i t y  o f  A la s k a . S e c t io n s  

3 6  a n d  3 7  re p la c e  re fe re n c e s  to  A S P IB  w i t h  re fe re n c e s  to  th e  A R M B  in  d e s c r ib in g  th e 

p o w e r a n d  o b l ig a t io n s  o f  ih e U n iv e r s i t y  o f  A la s k a  B o a r d  o f  R e g e n ts . S e c t io n s  3 8 - 4 9  

a m e n d  s ta tu te s  th a t p r o v id e  f o r  th e o p t io n a l u n iv e r s i t y  re t i r e m e n t p r o g r a m , a l lo w in g  th e 

U n iv e r s i t y  o f  A la s k a  to  o f f e r  n e w  o p t io n a l r e t i r e m e n t p ro g ra m s to  n e w  em p lo y e e s  a n d  to

13 Sec. 1, p roposed n ew  A S  14 .25 .006 ; sec. 81, p ro p o s e d new A S  39 .3 5 .0 0 6 .

U n d e r cu rre n t .AS 14 .25 .173 and A S  14 .25 .17 5 , de c is io n s o f  the a dm in is tra to r re g a rd in g 
a d ju s tm e n ts o f  re tire d  teache rs ' b e n e fits m a y be appea led to the T R B . R a th e r th a n d ire c t ly  

tra n s fe r the appea l a u th o r i ty  to th e O A H , secs. 23 - 25 o f  the b i l l e s ta b lis h a new  p ro ce d u re 

re q u ir in g  th e m em be r to f i le  a " re q u e s t" w ith  the c om m is s io n e r o f  a dm in is tra t io n . U n d e r secs. 

26 and 27 o f  the b i l l a ru lin g  b y the c om m is s io n e r o f  a d m in is tra t io n  d e n y in g a reques ted w a iv e r 

un de r A S  14 .25 .175 m ay be appea led to the O A H , and O A H  a lso takes on th e T R B ’s fo rm e r 

a u th o r i ty  to im pose e q u ita b le  c o n d it io n s fo r a w a iv e r u n d e r A S  1 4 .2 5 .175 (d ).

F o r appea ls fro m  den ia ls o f  w a iv e rs o f  a d ju s tm e n t un de r PER S , secs. 114 and 115 am end 
A S  3 9 .3 5 .5 2 0 (c ) and A S  39 .3 5 .5 2 2 (a ) to es tab lish a new  p ro cedu re re q u ir in g  the m em be r to f i le  

a "re q u e s t" w ith  the c om m is s io n e r o f  a dm in is tra t io n . U n lik e  the am endm en ts to  tire TR S 
s ta tu te s , the am endm en ts to the PERS sta tu tes cto n o t p ro v id e  fo r appea l o f  the com m is s io n e r 's 
de c is io n s to the O A H . T h e b i l l uses the d e v ic e o f  an am endm en t to the u n c o d if ie d  la w  in 

sec. 144 (d ) o f  the b i l l to in s tru c t the re v is o r o f  s ta tu te s to change re fe ren ces to the "b o a rd " in 

A S  3 9 .3 5 .5 2 2 (a ) , 3 9 .3 5 .5 2 2 (b ) , and 3 9 .3 5 .5 2 2 (d ) in to  re fe rences to the "c o m m is s io n e r ," th e re b y 

g iv in g  the c om m is s io n e r o f  a dm in is tra t io n  f in a l a d m in is tra t iv e  a u th o r ity  - in c lu d in g  a u th o r i ty  to 

im p o se e q u ita b le  c o n d it io n s  fo r a w a iv e r - re g a rd in g  appea ls fro m  de n ia ls o f w a iv e rs  o f 

a d ju s tm e n t.

S e c t io n  1, p roposed new A S  14 .2 5 .0 0 3 (b ) ; sec. 81, p ro po se d new A S  3 9 .3 5 .0 0 3 (b ) . N o t 
a ll re g u la t io n  adop tio n a u th o r i ty  o f  tire T R B  and P E R B  is tra n s fe rre d to the c om m is s io n e r o f  
a d m in is tra t io n . Sec tio n 29 (am en d in g A S  1 4 .2 5 ,2 2 0 (2 ) ) g iv e s A R M B  a u th o r i ty  p re v io u s ly  g iv e n 

to the T R B , and sec. 117 (am e n d in g A S  3 9 .3 5 .6 8 0 (2 ) ) g iv e s A R M B  a u th o r ity  p re v io u s ly  g iv e n 

to the P E R B  to adop t re g u la tio n s s p e c ify in g  assum p tio n s , fa c to rs , and m e th od s fo r d e te rm in in g  

a c tu a r ia l a d ju s tm e n ts u n d e r TR S and PERS . S e c tio n s 7S (am e n d in g A S  3 9 .3 0 .1 6 0 (a ) ) and 79 

(am e n d in g  A S  39 .3 0 .1 8 0 to  d e fin e "b o a rd " as m e a n in g  the .A R M B ) g iv e  the .A R M B  a u th o r ity  

p re v io u s ly  g iv e n  to the P E R B  to adop t re g u la tio n s fo r SBS .
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a n e m p lo y e e  w h o  e le c te d  n o t to  p a r t ic ip a te  in  a d i f f e r e n t o p t io n a l u n iv e r s i t y  r e t i r e m e n t 

p r o g r a m .

S e c t io n s  72 - 7 9  a m e n d  s ta tu te s  th a t p r o v id e  f o r  th e  s u p p le m e n ta l b e n e f i ts  s y s tem  

(S B S ) to  s e t o u t th e a u th o r i t y  o f  th e  a d m in is t r a to r a n d  to  s u b s t i tu te  th e  n e w  A R M B  f o r  

th e  P E R B  w i t h  re s p e c t to  r e g u la t io n  a d o p t io n  a u th o r i t y  a n d f o r  th e A S P IB  w i t h  re s p e c t to  

f id u c ia r y  a n d  in v e s tm e n t a u th o r i t y . W e  n o te , th a t in  re p e a l in g  a n d  re e n a c t in g  

A S  3 9 .3 0 .1 5 5 , th e  b i l l  re m o v e s  th e  o n ly  e x is t in g  s ta tu to iy  p r o v is io n  f o r  a d m in is t r a t iv e  

a p p e a ls  o f  d e c is io n s  o f  th e a d m in is t r a to r re g a rd in g  S B S . T h o s e  a p p e a ls  a re  h e a rd  b y  th e 

P E R B  u n d e r th e  c u r r e n t s ta tu te .

S e c t io n s  123 - 125 am e n d  s ta tu te s  th a t p r o v id e  fo r  th e p u b l ic  e m p lo y e e s ’ d e fe r re d  

c o m p e n s a t io n  p r o g ra m  (D C P ) to  s u b s t i tu te  th e  n e w  A R M B  fo r  th e  A S P IB , a n d se c . 132 

re p e a ls  A S  3 9 .4 5 .0 2 5 . W i t h  th e  re p e a l o f  A S  3 9 .4 5 .0 2 5 , th e b i l l  re m o v e s  th e  o n ly  

s ta tu to r y  p r o v is io n  f o r  a d m in is t r a t iv e  a p p e a ls  o f  th e  a d m in is t r a to r re g a rd in g  th e  D C P . 

T h o s e  a p p e a ls  a re h e a rd  b y  th e  P E R B  u n d e r th e  c u r r e n t s ta tu te .

New Defined Contribution Retirement Plans

S e c t io n  3 5  add s a p ro p o s e d  n e w  a r t ic le  3 to  th e  T R S  s ta tu te s  c re a t in g  th e  d e f in e d  

c o n t r ib u t io n  r e t i r e m e n t p la n  f o r  te a c h e rs  w h o  f i r s t  b e c o m e  m em b e rs  o f  T R S  o n  o r a f te r 

J u ly  1, 2 0 0 6 , o r w h o  t ra n s fe r to  th a t p la n  ( A S  1 4 .2 5 .3 1 0  -  1 4 .2 5 .5 9 0 ) . S e c t io n  122 ad d s a 

p r o p o s e d  n e w  a r t ic le  9 to  th e  P E R S  s ta tu te s  c re a t in g  th e  d e f in e d  c o n t r ib u t io n  r e t i r e m e n t 

p la n  f o r  e m p lo y e e s  w h o  f i r s t b e c o m e  m e m b e rs  o f  P E R S  o r a f te r J u ly  1, 2 0 0 6 , o r  w h o  

t r a n s fe r to  th a t p la n  (A S  3 9 .3 5 .7 0 0  - 3 9 .3 5 .9 9 0 ) .

U n d e r b o th  o f  th e n e w  d e f in e d  c o n t r ib u t io n  re t i r e m e n t p la n s , a m e m b e r m u s t 

c o n t r ib u te  an a m o u n t e q u a l to  e ig h t p e r c e n t o f  th e m e m b e r ’s c o m p e n s a t io n  to  an 

in d iv id u a l a c c o u n t e s ta b lis h e d  f o r  th e  m e m b e r (A S  1 4 .2 5 .3 4 0 , A S  3 9 .3 5 .7 3 0 ) . M e m b e rs  

m a y  e le c t to m a k e  a d d i t io n a l c o n t r ib u t io n s  to  d ie  in d iv id u a l c o n t r ib u t io n  a c c o u n t , s u b je c t 

to  l im i t a t i o n s  on c o n t r ib u t io n s  u n d e r A S  1 4 .2 5 .3 8 0  a n d A S  3 9 .3 5 .7 8 0 .13

A  T R S  m em b e r 's  e m p lo y e r m u s t c o n t r ib u te  to  th e  in d iv id u a l a c c o u n t an a m o v  -t 

e q u a l to  s e v e n  p e rc e n t o f  th e m e m b e r 's  c o m p e n s a t io n  (A S  1 4 .2 5 .3 5 0 ) . A  P E R S  

m e m b e r 's  e m p lo y e r m u s t c o n t r ib u te  to  th e in d iv id u a l a c c o u n t an a m o u n t e q u a l to  f iv e  

p e rc e n t o f  th e m em b e r 's  c o m p e n s a t io n  (A S  3 9 .3 5 .7 5 0 ) . B o d i T R S  a n d  P E R S  e m p lo y e r s  

m u s t m a k e  c o n t r ib u t io n s  ro d ie  g r o u p  h e a lth  a n d  l i f e  b e n e f i ts  fu n d  in  th e  a m o u n t c e r t i f i e d  

b y  th e  A R M B  to  fu n d  re t ir e e  m a jo r m e d ic a l in s u ra n c e  u n d e r th e  p la n . F o r f is c a l y e a r 

2 0 0 7 , th e e m p lo y e r c o n t r ib u t io n  f o r  re t ir e e  m a jo r m e d ic a l in s u ra n c e  is 1 .7 5 p e rc e n t o f

B ecause a v o lu n ta ry  c o n tr ib u t io n  in c lu d e s the o p t io n  tha t the m em b e r m a y choo se to take 

d ie m o n e y  in cash, un d e r In te rn a l R e ve n u e S e rv ic e  re venue ru lin g s , the a d d it io n a l c o n tr ib u t io n s  

m a y  n o t be e l ig ib le  fo r p re -ta x d e d u c t io n  u n d e r A S  14 .2 5 .3 4 0 (c ) and A S  3 9 .3 5 .7 3 0 (c ) .
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e a ch m e m b e r ’s c o m p e n s a t io n . E m p lo y e r s  m u s t a ls o  c o n t r ib u te  to  th e  H R A  p la n  

e s ta b lis h e d  b y  sec . 8 0 o f  th e  b i l l .

P E R S  e m p lo y e rs  m u s t m a k e  c o n t r ib u t io n s  to  th e  p la n  in  a n a m o u n t d e te rm in e d  b y 

th e A R M B  to  b e a c tu a r ia l ly  re q u i r e d  to  fu n d  o c c u p a t io n a l d i s a b i l i t y  a n d  o c c u p a t io n a l 

d e a th  b e n e f i ts , w i t h  c o n t r ib u t io n s  f o r  p e a ce o f f ic e r s  a n d f i r e  f ig h te r s  c a lc u la te d  s e p a ra te ly  

f r o m  c o n t r ib u t io n s  f o r  a l l o th e r P E R S  em p lo y e e s . F o r  f is c a l y e a r 2 0 0 7 , P E R S  e m p lo y e r 

c o n t r ib u t io n s  f o r  d is a b i l i t y  a n d d e a th  b e n e f i ts  a re se t a t 0 .4  p e r c e n t o f  c o m p e n s a t io n  fo r 

p e a ce o f f ic e r s  a n d f i r e  f ig h te r s , a n d  0 .3 p e rc e n t o f  c o m p e n s a t io n  f o r  a ll o th e r e m p lo y e e s  

(s e c . 1 3 4 o f  th e  b i l l ) .  T h e  b i l l  d o e s n o t p r o v id e  f o r  f in a n c in g  o f  th e  o c c u p a t io n a l 

d is a b i l i t y  a n d  d e a th  b e n e f i ts  p r o v id e d  u n d e r th e  T R S  d e f in e d  c o n t r ib u t io n  r e t i r e m e n t 

p la n .

M e m b e rs  w h o  h a v e  o th e r e l ig ib le  re t i r e m e n t p la n s  w i l l  h a v e  th e  o p p o r t u n i t y  to 

r o l lo v e r  d is t r ib u t io n s  f r o m  th o s e p la n s  p a id  in to  th e i r  in d iv id u a l a c c o u n ts  (A S  1 4 .2 5 .3 6 0 ; 

A S  3 9 .3 5 .7 6 0 ) . S u c h  r o l lo v e r  c o n t r ib u t io n s  w i l l  n o t c o u n t as p u rc h a s e  o f  m e m b e rs h ip  

s e r v ic e  f o r  p u rp o s e s  o f  d e te rm in in g  ye a rs o f  s e rv ic e .

A  m e m b e r v e s ts im m e d ia te ly  a n d f u l l y  in  th e  m em b e r 's  c o n t r ib u t io n s  a n d  re la te d  

e a rn in g s  (A S  1 4 .2 5 .3 9 0 ; A S  3 9 .3 5 .7 9 0 ) . T h e  m e m b e r w i l l  b e  2 5  p e rc e n t v e s te d  in  

e m p lo y e r c o n t r ib u t io n s  m a d e  f o r  th e  m e m b e r a n d re la te d  e a rn in g s  a f te r tw o  y e a rs o f  

s e rv ic e , 5 0  p e rc e n t v e s te d  a f te r th re e  yea rs o f  s e rv ic e , 7 5 p e rc e n t v e s te d  a f t e r fo u r  y e a rs 

o f  s e rv ic e , a n d  f u l l y  v e s te d  in e m p lo y e r c o n t r ib u t io n s  a n d  re la te d  e a rn in g s  a f t e r f i v e  ye a rs 

o f  s e rv ic e .

T h e  p la n s  p r o v id e  f o r  p a r t ic ip a n t - c o n t r o l le d  in v e s tm e n t o f  th e  in d iv id u a l 

c o n t r ib u t io n  a c c o u n ts , b a se d o n  in v e s tm e n t o p t io n s  p r o v id e d  b y  th e  A R M B  

(A S  1 4 .2 5 .4 0 0 ; A S  3 9 .3 5 .8 0 0 ) . I n d iv id u a l c o n t r ib u t io n  a c c o u n ts  m a y  be d iv id e d  in 

a c c o rd a n c e  w i t h  a q u a l i f ie d  d o m e s t ic  re la t io n s  o rd e r , c re a t in g  s e p a ra te  a c c o u n ts  fo r 

in v e s tm e n t b y  th e  m e m b e r a n d  a lte rn a te  pa ye e . (S e e a ls o  A S  1 4 .2 5 .4 6 0 ; A S  3 9 .3 5 .8 6 0 . )

A  m e m b e r m a y  d e s ig n a te  b e n e f ic ia r ie s  o f  th e  m em b e r 's  in d iv id u a l a c c o u n t b u t th e 

m em b e r 's  s p o u s e  is a u to m a t ic a l ly  th e  b e n e f ic ia r y  f o r  5 0 p e rc e n . o f  th e a c c o u n t u n le s s , 

w i t h  l im i t e d  e x c e p t io n s , th e s p o u s e  c o n s e n ts to  a d i f f e r e n t d e s ig n a t io n  (A S  1 4 .2 5 .4 5 0 ; 

A S  3 9 .3  5 .S 5 0 ). T h e  b i l l  p r o v id e s  f o r  p a ym e n t o f  th e a c c o u n t i f  th e  m e m b e r d ie s  w i t h o u t 

d e s ig n a t in g  b e n e f ic ia r ie s .

A  m e m b e r m a y  e le c t d is t r ib u t io n  o f  th e in d iv id u a l a c c o u n t 6 0  d a y s  a f te r 

te rm in a t io n  o f  e m p lo y m e n t , o r e a r l ie r in  th e  case o f  d e m o n s t ra te d  im m e d ia te  a n d  h e a v y  

h a rd s h ip  (A S  1 4 .2 5 .4 1 0 ; A S  3 9 .3 5 .8 1 0 ) . T h e  p la n s  p r o v id e  a n u m b e r o f  d i f f e r e n t 

p a y m e n t o p t io n s  (A S  1 4 .2 5 .4 2 0 ; A S  3 9 .3 5 .8 2 0 ) . T h e  le g is la tu r e  a p p a re n t ly  in te n d e d  th a t 

th e j o i n t  a n d s u r v iv o r  o p t io n  o f  p a ym e n t m a y  o n ly  be s e le c te d  b y  a m e m b e r , n o t b y  an 

a lte r n a te  p a y e e  o r b e n e f ic ia r y  (A S  1 4 .2 5 .4 2 0 (a ) ( 6 ) ; A S  3 9 .3 5 .8 2 0 (a ) ( 6 ) ) . T h e  b i l l a ls o
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p r o v id e s  f o r  d is t r ib u t io n  re q u ir e m e n ts , to  p re v e n t th e  in d e f in i t e  d e fe r r a l o f  fe d e ra l 

ta x a t io n  o f  am o u n ts  in  th e in d iv id u a l a c c o u n ts  (A S  1 4 .2 5 .4 4 0 , A S  3 9 .3 5 .8 4 0 ) .

M e d ic a l b e n e f i t s  a re a v a i la b le  to an e l ig ib le  m e m b e r w h o  re t ir e s  d i r e c t l y  f r o m  th e 

T R S  o r P E R S  d e f in e d  c o n t r ib u t io n  re t i r e m e n t p la n  (A S  1 4 .2 5 .4 7 0  - 1 4 .2 5 .4 8 0 ; 

A S  3 9 .3 5 .8 7 0  - 3 9 .3 5 .8 8 C ) . T o  re t i r e  f r o m  th e  p la n , th e m e m b e r m u s t h a v e  b e e n an 

a c t iv e  m e m b e r f o r  a t le a s t 12 m o n th s  b e fo re  a p p l ic a t io n  f o r  r e t i r e m e n t a n d  (1 ) h a v e  a t 

le a s t 2 5  ye a rs o f  s e r v ic e  as a p e a ce o f f i c e r  o r f i r e  f ig h t e r  o r  3 0  y e a rs  o f  s e rv ic e  as a 

te a c h e r /o th e r e m p lo y e e , o r (2 ) re a c h  th e  a r e  se t f o r  M e d ic a r e  e l ig ib i icy a n d  h a v e  a t le a s t 

10 yea rs o f  m e m b e rs h ip  se rv ic e . M a jo r  m e d ic a l in s u ra n c e  e le c te d  b y  a re t i r e e  w i l l  c o v e r 

th e  re t ir e e  and th e  re t ir e e 's  s p o u s e  a n d  d e p e n d e n t c h i ld r e n  (A S  1 4 .2 5 .4 S 0 ; A S  3 9 .3 5 .8 8 0 ) . 

M a jo r  m e d ic a l in s u ra n c e  e le c te d  b y  a s u r v iv in g  sp o u se o f  an e l ig ib le  m e m b e r w i l l  c o v e r 

th e  s u r v iv in g  s p o u s e a n d  d e p e n d e n t c h i ld r e n  o f  th e e l ig ib le  m e m b e r w h o  a re d e p e n d e n t 

o n  th e s u r v iv in g  s p o u s e . A n  e l ig ib le  re t ir e e  o r s u r v iv in g  s p o u s e  w h o  is  n o t c o v e re d  b y  

M e d ic a r e  m u s t p a y  th e  f u l l m o n t h ly  g r o u p  p r e m iu m  f o r  c o v e ra g e . A n  e l ig ib le  re t ir e e  o r 

s u r v iv in g  sp o u se w h o  is c o v e re d  b y  M e d ic a r e  m u s t p a y  a p e rc e n ta g e  o f  th e  f u l l m o n th ly  

g ro u p  p re m iu m  f o r  c o v e ra g e  th a t d e c l in e s  as th e  n u m b e r o f  y e a rs  o f  s e r v ic e  in c re a s e s , 

r a n g in g  f r o m  3 0  p e rc e n t o f  th e  p r e m iu m  i f  th e  m e m b e r h a d 10 o r m o re  b u t le s s th a n  15 

y e a rs  o f  s e rv ic e , to  10 p e r c e n t i f  th e  m e m b e r h a d  30 o r m o re  y e a rs o f  s e rv ic e . 

A S  14 .2 5 . 70 (g ) a n d A S  3 9 .3 5 .8 7 0 (g ) p r o v id e  th a t " [ a ] n  e l ig ib le  p e rs o n  m u s t m a k e  th e 

i r r e v o c a b le  e le c t io n  to  p a r t ic ip a te  o r n o t p a r t ic ip a L e  in  th e  re t ir e e  m a jo r m e d ic a l in s u ra n c e  

p la n  b y  re a c h in g  7 0 1 /2  y e a rs o f  ag e , o r u p o n  a p p l ic a t io n  f o r  r e t i r e m e n t b e n e f i ts , 

w h ic h e v e r is  la te r . "  T h e s e  a re th e  o n ly  p r o v is io n s  e s ta b l is h in g  an a p p l ic a t io n  d e a d l in e  

f o r  m e d ic a l b e n e f i t s , w h ic h  in d ic a te s  th a t a p e rs o n  w h o  m e e ts  th e  re q u ir e m e n ts  fo r 

e le c t io n  o f  m e d ic a l b e n e f i ts  u p o n  re t i r e m e n t doe s n o t h a v e  to  e le c t im m e d ia te  c o v e ra g e  

(a n d  p a ym e n t o f  p r e m iu m s ) b u t m a y  d e fe r th e  e le c t io n .

T h e  p la n s p r o v id e  f o r  d e f in e d  o c c u p a t io n a l d is a b i l i t y  b e n e f i t s  f o r  te a c h e rs  a n d 

p u b l ic  em p lo y e e s  (A S  1 4 .2 5 .4 8 5 ; A S  3 9 .3 5 .8 9 0 ) . A  m e m b e r w i l l  b e e n t i t le d  to an 

o c c u p a t io n a l d is a b i l i t y  b e n e f i t i f  th e  m e m b e r te rm in a te s  e m p lo y m e n t b e ca u s e o f  a to ta l 

a n d  a p p a re n t ly  p e rm a n e n t o c c u p a t io n a l d is a b i l i t y  b e fo re  th e  m e m b e r ’s n o rm a l r e t i r e m e n t 

d a te . B o th  th e T R S  an d P E R S  p la n s  in c o rp o ra te  th e P E R S  d e f in e d  b e n e f i t p la n  d e f in i t io n  

o f  "o c c u p a t io n a l d is a b i l i t y "  (A S  3 9 .3 5 .6 8 0 ) . 6 T h e  m o n th ly  a m o u n t o f  th e  o c c u p a t io n a l 

d is a b i l i t y  b e n e f i t w i l l  b e 4 0  p e rc e n t o f  th e  d is a b le d  m e m b e r 's  g ro s s m o n th ly  

c o m p e n s a t io n  a t th e  t im e  o f  te rm in a t io n . T h e  p la n s  d o  n o t p r o v id e  m e d ic a l b e n e f i t s  f o r  

o c c u p a t io n a l ly  d is a b le d  m em b e rs  a n d  th e ir  d e p e n d e n ts .

T h e c u rre n t p ro v is io n s o f  T R S  do n o t d if fe re n t ia te  b e tw e e n o c c u p a t io n a l and no n - 

o c c u p a tio n a l d is a b i l i ty , b u t p ro v id e  a tea che r w h o  has f iv e  o r m o re  yea rs o f  se rv ic e  w ith  a 
d is a b i l i t y  b e n e fit i f  the teache r’s se rv ic e is te rm in a te d b e fo re the teache r's n o rm a l re t ire m e n t da te 
because o f  a pe rm ane n t d is a b i l i ty  (A S  14 .25 .13 0 ).



H o n . F ra n k  H . M u rk o w s k i, G o v e rn o r
O u r  file : 8 8 3 -0 5 -0 1 0 5

Ju ly  2 6 ,2 0 0 5
P a g e  1 1

W h i le  a m e m b e r is r e c e iv in g  th e  o c c u p a t io n a l d is a b i l i t y  b e n e f i t , th e  e m p lo y e r 

m u s t c o n t in u e  m a k in g  e m p lo y e r c o n t r ib u t io n s  to  th e  T R S  o r P E R S  d e f in e d  c o n t r ib u t io n  

a c c o u n t , h e a lth  re im b u rs e m e n t a c c o u n t , a n d  g ro u p  h e a lth  a n d  l i f e  b e n e f i t s  fu n d  f o r  re t i r e e  

m e d ic a l b e n e f i t s . T h e  e m p lo y e r m u s t ?Jso m a k e  th e  m em b e r 's  c o n t r ib u t io n s  to  th e 

d e fm e d  c o n t r ib u t io n  a c c o u n t . T h e  e m p lo y e r 's  c o n t r ib u t io n s  f o r  a d is a b le d  m e m b e r a re 

b a s e d on th e  m e m b e r 's  g ro s s m o n t h ly  c o m p e n s a t io n  a t th e  t im e  o f  te rm in a t io n  d u e to 

d is a b i l i t y . W h i le  r e c e iv in g  d is a b i l i t y  b e n e f i ts , th e  m e m b e r w i l l  c o n t in u e  to  a c c ru e  

m e m b e rs h ip  s e rv ic e  f o r  p u rp o s e s  o f  e l i g i b i l i t y  f o r  re t i r e m e n t . T h e s e  p r o v is io n s  w i l l  

p r o v id e  im p le m e n ta t io n  c h a lle n g e s  fo r  th e  a d m in is t r a to r . B e c a u s e  a d is a b le d  m e m b e r 

m u s t te rm in a te  e m p lo y m e n t , th e  d is a b le d  m e m b e r w i l l  a r g u a b ly  b e c o m e  e l ig ib le  f o r  

d is t r ib u t io n s  f r o m  th e  c o n t r ib u t io n  a c c o u n t u n d e r A S  1 4 .2 5 .4 1 0  o r A S  3 9 .3 5 .8 1 0 . I t  is 

n o t c le a r h o w  o n g o in g  c o n t r ib u t io n s  b y  th e  e m p lo y e r r e q u ir e d  b y  A S  1 4 .2 5 .4 8 5 (d ) a n d 

A S  3 9 .3 5 .8 9 0 (d ) w i l l be a d m in is te r e d .17

D is a b i l i t y  b e n e f i ts  w i l l  e n d  w h e n  d ie  m e m b e r d ie s , re c o v e rs  f r o m  th e  d is a b i l i t y , 

fa i ls  to m e e t m e d ic a l e x a m in a t io n  o r v o c a t io n a l r e h a b i l i t a t io n /e m p lo y m e n t re q u ire m e n ts , 

re a c h e s n o rm a l r e t i r e m e n t age , o r f i r s t  a t ta in s  e l i g i b i l i t y  f o r  n o rm a l re t ir e m e n t .

A S  1 4 .2 5 .4 8 5 ( c ) a n d  A S  3 9 .3 5 .8 9 0 ( c ) w i l l  p r o v id e  th e  a d m in is t r a t o r w i t h  

in te r p r e t iv e  c h a l le n g e s  i f  th e y  a re n o t c la r i f ie d  b y  le g is la t io n . T h o s e  s u b s e c t io n s  p r o v id e  

th a t , i f  a d is a b le d  m e m b e r b e c o m e s  in e l ig ib le  f o r  d is a b i l i t y  b e n e f i t s  b e fo re  th e  n o rm a l 

r e t i r e m e n t d a te , th e m e m b e r is th e n  e n t i t le d  to  re c e iv e  " r e t i r e m e n t b e n e f i t s "  i f  th e  

m e m b e r w o u ld  h a v e  b e e n e l ig ib le  f o r  th e b e n e f i t h a d e m p lo y m e n t c o n t in u e d  d u r in g  th e 

p e r io d  o f  d is a b i l i t y , a n d  th a t f o r  p u rp o s e s  o f  d e te im in in g  e l i g i b i l i t y  f o r  re t i r e m e n t , th e  

p e r io d  o f  d is a b i l i t y  c o n s t i tu te s  m e m b e rs h ip  s e rv ic e . T h e  re fe re n c e s  to  " r e t i r e m e n t 

b e n e f i t s "  a n d  " e l i g i b i l i t y  fo r  r e t i r e m e n t "  m a y  b e in te n d e d  to  re fe r to  e l i g i b i l i t y  f o r  r e t i ie e  

m e d ic a l b e n e f i t s , s in c e  a m e m b e r m a y  a lr e a d y  e le c t p a y m e n t o p t io n s  re g a rd in g  h is  o r h e r 

c o n t r ib u t io n  a c c o u n t u p o n  te rm in a t io n  o f  e m p lo y m e n t . " N o rm a l r e t i r e m e n t d a te " m a y  be 

in te n d e d  to  r e fe r to  " n o rm a l re t i r e m e n t a g e ," o r i t  m a y  be in te n d e d  to r e fe r to th e  d a te  on 

w h ic h  th e fo rm e r ly  d is a b le d  m e m b e r w o u ld  h a ve b e e n e n t i t le d  to  e le c t m e d ic a l c o v e ra g e  

b a se d  on 3 0  ye a rs ( o r 2 5 y e a rs f o r  p e a c e  o f f ic e r s  an d f i r e  f ig h te r s ) o f  s e rv ic e . T h e s e  

s u b s e c t io n s , a n d o th e r p r o v is io n  o f  th e  b i l l ,  d o  n o t s j : c i f i c a l l y  p r o v id e  th a t p e r io d s  o f  

d is a b i l i t y  a re c o n s id e re d  m e m b e rs h ip  s e rv ic e  f o r  p u rp o s e s  o f  v e s t in g  in  e m p lo y e r 

c o n t r ib u t io n s  to th e c o n t r ib u t io n  a c c o u n t a n d  re la te d  e a rn in g s .

W h e n  a d is a b le d  m em b e r 's  d is a b i l i t y  b e n e f i ts  e n d  b e ca u s e th e m e m b e r b e c o m e s 

e l ig ib le  fo r  n o rm a l re t ir e m e n t , th e  m e m b e r is e n t i t le d  to  e le c t a n n u i t y  o r o th e r p a y - o u t

W e are re se a rch in g the issue o f  w h e th e r the re q u irem e n ts o f  these s ta tu te s tha t an 
em p lo y e r c o n t in u e  to m ake c o n tr ib u t io n s  to an accou n t o f  a fo rm e r em p lo ye e c o m p ly  w i th  
fe d e ra l la w  g o v e rn in g  q u a lif ie d  p lan s .
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o p t io n s  f r o m  th e  m em b e r 's  d e f in e d  c o n t r ib u t io n  a c c o u n t , a n d  m a y  e le c t re t ir e e  m e d ic a l 

b e n e f i t s .18

A  p e a c e o f f i c e r  o r f i r e  f ig h t e r  r e c e iv in g  d is a b i l i t y  b e n e f i t s  w h o  b e c o m e s e l ig ib le  

fo r n o rm a l r e t i r e m e n t has a n a d d i t io n a l o p t io n , to " i r r e v o c a b ly  e le c t to  re c e iv e  re t ir e m e n t 

b e n e f i ts  c a lc u la te d  . . .  as i f  th e  p r o v is io n s  o f  A S  3 9 .3 5 .3 7 0 ( c ) w e re  to  a p p ly ; h o w e v e r , 

re t i r e m e n t b e n e f i ts  p a id  u n d e r th is  p . -a g ra p h m a y  n o t be m a d e f r o m  th e  t r u s t fu n d  o f  th e 

p u b l ic  e m p lo y e e s ’ d e f in e d  b e n e f i t r e t i r e m e n t p la n . "  A S  3 9 .3 5 .3 7 0 ( c ) p ro v id e s  a d e f in e d  

b e n e f i t f o r  p e a c e  o f f ic e r s  a n d  f i r e  f ig h te r s  c a lc u la te d  as " tw o  p e rc e n t o f  a v e ra g e  m o n th ly  

c o m p e n s a t io n  t im e s  th e  y e a rs o f  c r e d ite d  s e rv ic e  th r o u g h  10 y e a rs , p lu s  tw o  a n d  o n e - h a l f 

p e r c e n t o f  th e  a v e ra g e  m o n th ly  c o m p e n s a t io n  t im e s  th e  y e a rs o f  s e r v ic e  o v e r 10 y e a rs ."

T h e s e  p r o v is io n s  ra is e  a n u m b e r o f  im p le m e n ta t io n  is s u e s f o r  th e a d m in is t r a to r . 

S in c e  th e  s ta tu te  d o e s n o t s p e c i f i c a l ly  re q u ir e  th e  m e m b e r to  f o r f e i t  th e  in d iv id u a l 

c o n t r ib u t io n  a c c o u n t u p o n  m a k in g  th e  ir r e v o c a b le  e le c t io n , th e  le g is la tu re  m a y  h a v e  

in te n d e d  th a t th e  b e n e f i t c a lc u la te d  "a s i f '  A S  3 9 .3 5 .3 7 0 ( c ) a p p l ie d  w i l l  b e p a id  f r o m  th e 

d e f in e d  c o n t r ib u t io n  a c c o u n t u n t i l th a t a c c o u n t is e x h a u s te d . 9 B e c a u s e  th e le g is la tu re  

s p e c i f ie d  th a t th e  b e n e f i t w o u ld  n o t b e p a id  o u t o f  th e  P E R S  d e fm e d  b e n e f i t p la n , th e  

le g is la tu re  m a y  h a v e  a n t ic ip a te d  th a t th e d e f in e d  .c o n t r ib u t io n  a c c o u n t w o u ld  n o t be 

s u f f i c ie n t to p a y  th e e le c te d  b e n e f i t , a n d th a t th e  e m p lo y e r w o u ld  h a v e  to  p r o v id e  

f in a n c in g  th r o u g h  c o n t r ib u t io n s  d e te rm in e d  b y  th e  A R M B  to  b e  a c tu a r ia l ly  re q u ire d  

u n d e r A S  3 9 .3 5 .7 5 0 (e ) . T h e re  is n o  p r o v is io n  f o r  a p e a c e  o f f i c e r  o r f i r e  f ig h t e r  w h o  

ch o o s e s th is  o p t io n  s e le c t an o p t io n  th a t v a i l p r o v id e  b e n e f i t s  to  a s u r v iv in g  sp o u se o r 

d e p e n d e n ts  i f  th e  in d iv id u a l c o n t r ib u t io n  a c c o u n t is  e x h a u s te d  w h e n  th e  m e m b e r d ie s .

U p o n  th e  d e a th  o f  a m e m b e r w h o  is r e c e iv in g  o r e n t i t le d  to  re c e iv e  an 

o c c u p a t io n a l d is a b i l i t y  b e n e f i t , a s u r v iv in g  s p o u s e p e n s io n  in  th e  a m o u n t o f  4 0 p e rc e n t o f  

th e m em b e r 's  c o m p e n s a t io n  a t th e  t im e  o f  te rm in a t io n  b e ca u se o f  o c c u p a t io n a l d is a b i l i t y  

w i l l be p a id  to th e  s u r v iv in g  s p o u s e  o f  th e  d e ce a s e d m e m b e r o r , i f  th e re  is  n o  s u r v iv in g  

sp o u se o r th e s u r v iv in g  s p o u s e  la te r d ie s , to  th e d e p e n d e n t c h i ld r e n  o f  d ie  m e m b e r in  

e q u a l p a r ts . T h e re  is n o  p r o v is io n  f o r  th e e m p lo y e r to c o n t in u e  c o n t r ib u t io n s  to the 

in d iv id u a l d e f in e d  c o n t r ib u t io n  a c c o u n t , h e a lth  re im b u r s e m e n t a r ra n g e m e n t p la n , o r 

g ro u p  h e a lth  a n d l i f e  b e n e f i t s  fu n d  f o r  re t ire e  m e d ic a l b e n e f i t s  w h i l e  th e s u r v iv o r  b e n e f i t 

is p a id . T h e  s ta tu te  p r o v id e s  th a t " [ t ] h e  la s t p a y m e n t s h a l l b e m a d e  f o r  th e  la s t m o n th  in 

w h ic h  th e re  is an e l ig ib le  s u r v iv in g  s p o u s e o r c h i ld . "  A p p a r e n t ly , th e  s u r v iv o r  b e n e f i t 

w i l l a ls o  e n d  on th e  d a te th e n o rm a l re t ir e m e n t o f  th e  m e m b e r w o u ld  h a v e  o c c u r r e d  i f  th e

A  d is a b le d m em be r w h o  loses e l ig ib i l i t y  fo r d is a b i l i t y  b e n e fits  f o r  a n y reason m a y e le c t 
an a n n u ity o r o th e r pay-ou t. o p t io n  fro m  the m em b e r ’s d e fin e d c o n t r ib u t io n  accoun t.

I f  the d is a b le d peace o f f ic e r o r f ire m a n  is e l ig ib le  fo r a d is t r ib u t io n s  fro m  the c o n tr ib u t io n  

accoun t u p o n te rm in a t io n  fo r d is a b i l i t y  u n d e r A S  14 .2 5 .4 1 0 o r A S  3 9 .3 5 .S 10, the a cco u n t (a t 
least acc ru a ls b e fo re te rm in a t io n  fo r d is a b i l i ty ) m a y be exha us ted b e fo re  the m em b e r is e lig ib le  

fo r re tirem e n t.
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m e m b e r h a d l iv e d , a t w h ic h  t im e  th e  re t i r e m e n t b e n e f i t w i l l  b e  d e te rm in e d  b a s e d  o n  the 

d e f in e d  b e n e f i t p la n  o p t io n s  a n d  th e  s u r v iv in g  s p o u s e  m a y  e le c t m e d ic a l b e n e f i ts .

T h e  p la n s  a ls o  p r o v id e  f o r  d e fm e d  o c c u p a t io n a l d e a th  b e n e f i ts  f o r  s u r v iv o r s  o f  

te a c h e rs a n d p u b l ic  e m p lo y e e s  (A S  1 4 .2 5 .4 8 7 ; A S  3 9 .3 5 .8 9 2 ) . T h e  o c c u p a t io n a l d e a th  

b e n e f i t w i l l  b e p a id  to  th e  s u r v iv in g  s p o u s e o f  th e d e ce a s e d m e m b e r o r , i f  th e re  is n o 

s u r v iv in g  sp o u s e o r th e s u r v iv in g  s p o u s e  la te r d ie s , to  th e  d e p e n d e n t c h i ld r e n  o f  th e 

m e m b e r in  e q u a l p a r ts . T h e  a m o u n t o f  th e  b e n e f i t is  4 0  p e r c e n t o f  th e  m em b e r 's  m o n th ly  

c o m p e n s a t io n  in  th e m o n th  in  w h ic h  th e  m e m b e r d ie s f o r  s u r v iv o r s  o f  te a c h e rs  a n d  p u b l ic  

em p lo y e e s  o th e r th a n  p e a ce o f f ic e r s  a n d  f i r e  f ig h te r s . T h e  o c c u p a t io n a l d e a th  b e n e f i t fo r 

th e  s u r v iv o r s  o f  p e a c e  o f f ic e r s  a n d f i r e  f ig h te r s  is 5 0 p e rc e n t o f  th e  m em b e r 's  m o n th ly  

c o m p e n s a t io n  in  th e m o n th  in  w h ic h  th e  m e m b e r d ie s . T h e  p la n s  d o  n o t p r o v id e  m e d ic a l 

b e n e f i t s  f o r  s u r v iv o r s  r e c e iv in g  o c c u p a t io n a l d e a th  b e n e f i t s .

W h i le  a s u r v iv o r 's  p e n s io n  is b e in g  p a id , th e  e m p lo y e r m u s t c o n t in u e  m a k in g  

e m p lo y e r c o n t r ib u t io n s  to  th e T R S  o r P E R S  d e f in e d  c o n t r ib u t io n  a c c o u n t , h e a lth  

re im b u r s e m e n t a c c o u n t , a n d  g r o u p  h e a lth  a n d l i f e  b e n e f i t s  fu n d  f o r  re t ir e e  m e d ic a l 

b e n e f i t s . A s  w i t h  th e  c o n t in u in g  e m p lo y e r c o n t r ib u t io n s  f o r  d is a b i l i t y  re c ip ie n ts , th is  

p r o v is io n  w i l l  p r o v id e  th e a d m in is t r a to r w i t h  im p le m e n ta t io n  c h a lle n g e s , s in c e  th e 

s u r v iv o r  m a y  b e c o m e  e l ig ib le  f o r  d is t r ib u t io n s  f r o m  th e  c o n t r ib u t io n  a c c o u n t u n d e r 

A S  1 4 .2 5 .4 1 0 (c ) o r A S  3 9 .3 5 .8 1 0 ( c ) . I t  is n o t c le a r h o w  o n g o in g  c o n t r ib u t io n s  b y ' t h e  

e m p lo y e r re q u ire d  b y  A S  1 4 .2 5 .4 8 7 (c ) a n d  A S  3 9 .3 5 .8 9 2 ( c ) w i l l be a d m in is te r e d .20

T h e  p a y m e n t o f  a s u r v i v o r ’ s b e n e f i t e n d s in th e  m o . ’ th  in  w h ic h  th e  m e m b e r w o u ld  

h a v e  f i r s t  q u a l i f ie d  f o r  re t i r e m e n t , a t w h ic h  t im e  d ie  r e t i r e m e n t b e n e f i t w i l l  b e  d e te rm in e d  

b a se d o n  th e d e f in e d  b e n e f i t p la n  o p t io n s  a n d  th e  s u r v iv in g  s p o u s e m a y  e le c t m e d ic a l 

b e n e f i ts . W e  n o te  th a t , u n l ik e  p r o v is io n s  fo r  p a ym e n t o f  s u r v i v o r  b e n e f i t s  a f te r th e  d e a th 

o f  a m e m b e r w h o  w a s r e c e iv in g  o r e n t i t le d  to  re c e iv e  o c c u p a t io n a l d is a b i l i t y  b e n e f i ts , th e 

o c c u p a t io n a l d e a th  b e n e f i t s ta tu te s d o  n o t p r o v id e  f o r  b e n e f i t s  p a id  to  a p e rs o n  w h o  is a 

d e p e n d e n t c h i ld  to e n d  w h e n  th e  p e rs o n  n o lo n g e r is e l ig ib le  as a c h i ld . A  d e p e n d e n t 

c h i ld  r e c e iv in g  o c c u p a t io n a l d e a th  b e n e f i ts  u n d e r A S  1 4 .2 5 .4 8 7  o r A S  3 9 .3 5 .8 9 2  m ig h t 

a rg u e  th a t d e a th  b e n e f i ts  m u s t b e p a id  u n t i l th e  d a te th e  d e ce a s e d m e m b e r w o u ld  h a v e  

re t ir e d , w i t h o u t re g a rd  to ag e o f  th e b e n e f i t r e c ip ie n t . T h is  m a y  a f fe c t p la n  q u a l i f i c a t io n , 

s in c e  th e  In te rn a l R e v e n u e  C o d e  d e f in i t i o n  o f  “ d e p e n d e n t " in c lu d e s  age re q u ire m e n ts  fo r  

d is t r ib u t io n s  to  a d e p e n d e n t c h i ld  u n d e r a q u a l i f ie d  p la n .

P F R S  e m p lo y e rs  w i l l  f in a n c e  th e  o c c u p a t io n a l d is a b i l i t y  a n d  d e a th  b e n e f i ts  b y  

m a k in g  c o n t r ib u t io n s  to th e p la n  in  an a m o u n t d e te rm in e d  b y  th e  A R M B  u n d e r

A s  m en tio n e d in  no te 17, w e  are re se a rch in g the issue o f  w h e th e r the re q u irem e n ts o f  
these sta tu te s tha t an em p lo y e r c o n t in u e  to m a ke c o n tr ib u t io n s  to an accou n t o f  a fo rm e r 

em p lo ye e c o m p ly  w ith  fede ra l la w  g o v e rn in g  q u a lif ie d  p lan s .
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A S  3 9 .3 5 .7 5 0 (e ) . T h e re  is n o  p r o v is io n  in  th e  p r o p o s e d  n e w  T R S  d e f in e d  c o n t r ib u t io n  

p la n  f o r  fu n d in g  o f  th e  o c c u p a t io n a l d is a b i l i t y  a n d  d e a th  b e n e f i ts .

T h e  s ta e re s e rv e s th e  r ig h t to  am e n d  th e  p la n s  (A S  1 4 .2 5 ; A S  3 9 .3 5 .8 9 5 ) a n d  th e 

d e f in e d  c o n i r i a u t io n  p la n  m a k e s  n o  g u a ra n te e  o r th e  ra te s  o f  re tu rn s  on o r  a m o u n ts  th a t 

w i l l  b e  p a y a b le  f r o m  th e in d iv id u a l c o n t r ib u t io n  a c c o u n ts  (A S  1 4 .2 5 ; A S  3 9 .3 5 .9 1 0 ) .

A n  ac iv e , n o n v e s te d  m e m b e r o f  th e  T R S  o r P E R S  d e f in e d  b e n e f i t p la n  m a y  m a k e  

an i r r e v o c a b le  e le c t io n  to  p a r t ic ip a te  in  th e  a p p l ic a b le  n e w  d e f in e d  c o n t r ib u t io n  p la n  in  

l ie u  o f  p a n  c ip a t io n  in  th e d e f in e d  b e n e f i t p la n . A S  1 4 .2 5 ; A S  3 9 .3 5 .9 4 0 . A  m e m b e r 

m a y  m a k e  th e e le c t io n  o n ly  i f  th e  m e m b e r ’s e m p lo y e r c o n s e n ts  to  p a r t i c ip a t io n  in  

tra n s fe r s . T h e  s ta tu te s re q u ir e  t r a n s fe r o f  a m e m b e r 's  T R S  o r P E R S  c o n t r ib u t io n  a c c o u n t 

to a n e w  a c c o u n t in  th e d e f in e d  c o n t r ib u t io n  p la n , an d a m a tc h in g  c o n t r ib u t io n  f r o m , th e 

e m p lo y e r T h e  e m p lo y e r m a y  n o t m a k e  th e  m a tc h in g  c o n t r ib u t io n  f r o m  th e  T R S  o r 

P E R S  d e f in e d  b e n e f i t t ru s t f i n d s ,  M e m b e r s h ip  s e r v ic e  e a rn e d  b y  a t r a n s fe r r in g  m e m b e r 

is n u l l i f  ' id  f o r  p u rp o s e s o f  th e  d e f in e d  b e n e f i t p la n , a n d  is c r e d ite d  f o r  p u rp o s e s  o f  

d e te rm in in g  e l i g i b i l i t y  to  e le c t m e d ic a l b e n e f i ts . T h e  s ta tu te s  d o  n o t s p e c i f i c a l ly  p r o v id e  

th a t th e t ra n s fe r r e d  m e m b e rs h ip  s e rv ic e  w i l l  be a p p i ie d  to  v e s t in g  u n d e r A S  1 4 .2 5 .3 9 0  o r 

A S  3 9 2 5 .7 9 0  o f  th e  t r a n s fe r r in g  m em b e r 's  in te r e s t i n  th e  e m p lo y e r 's  m a tc h in g  

c o n t r  ju t i o n s , o r ;n  s u b s e q u e n t e m p lo y e r c o n t r ib u t io n s  to  th e  d e f in e d  c o n t r ib u t io n  

a c c o  .n t.

New 1 lealth Reimbursement Arrangement Plan

S e c t io n  SO adds a p ro p o s e d  n e w  a r t ic le  5 to  A S  3 9 .3 0 , a d d in g  th e  h e a lth  

r e im b u r s e m e n t a r ra n g e m e n t p la n  f o r  te a c h e rs a n d  p u b l ic  e m p lo y e e s  w h o  f i r s t b e c o m e  

m e m b e rs  o f  T R S  o r P E R S  on o r a f te r J u ly  1, 2 0 0 6 . A S  3 9 .3 0 .3 0 0  -  3 9 .3 0 .4 9 5 . T h e  H R A  

m a y  b e u se d to  p a y  th e  c o s t o f  m o n th ly  p r e m iu m s  f o r  re t i r e e  m a jo r m e d ic a l in s u ra n c e  fo r  

e l ig ib le  m em b e rs , a n d  to re im b u rs e  e l ig ib le  m e m b e rs ' c o s ts  f o r  m e d ic a l c a re  e x p e n s e s . A  

m e m b e r w h o  is e l ig ib le  f o r  re im b u rs e m e n ts  u n d e r th e H R A  is n o t re q u ir e d  to p a r t ic ip a te  

in  re t ir e e  m a jo r m e d ic a l in s u ra n c e  c o v e ra g e .

T h e  H R A  p la n  w i l l  be f in a n c e d  s o le ly  b y  e m p lo y e r c o n t r ib u t io n s  (A S  3 9 .3 0 .o 7 0 ) .

7 he a m o u n t o f  c o n t r ib u t io n s  an e m p lo y e r w i l l  m a k e  o n  b e h a l f o f  an e m p lo y e e  w i l l  n o t be 

ba se d o n  th a t s p e c i f ic  e m p lo y e e 's  c o m p e n s a t io n , b u t w i l l  b e th re e  p e r c e n t o f  th a t 

e m p lo y e r ’s "a v e ra g e  a n n u a l e m p lo y e e  c o m p e n s a t io n . " T h e  a d m in is t r a to r is r e q u i r e d  to 

m a in ta in  a re c o rd  f o r  e a ch m e m b e r a c c o u n t in g  f o r  e m p lo y e r c o n t r ib u t io n s  f o r  th a t 

m e m b e r . In te re s t w i l l  be a p p l ie d  to  m e m b e rs ' a c c o u n ts  a n n u a l l y  a t th e  ra te  e s ta b l is h e d  b y  

th e .A R M B .

A  m e m b e r w h o  te rm in a te s  e m p lo y m e n t b e fo r e  m e e t in g  th e e l i g i b i l i t y  re q u ir e m e n ts  

f o r  r e t i r e m e n t a n d m e d ic a l b e n e f i t s  u n d e r A S  1 4 .2 5 .4 7 0  o r A S  3 9 .3 5 .8 7 0  lo s e s a n y  r ig h t 

to  th e  c o n t r ib u t io n s . U p o n  re e m p lo y m e n t w i t h  a p a r t i c ip a t in g  e m p lo y e r b e fo r e  th e



H o n . F ra n k  H . M u rk o w sk i, G o v e rn o r
O u r f ile : 8 8 3 -0 5 -0 1 0 5

Ju ly  2 6 ,2 0 0 5
P a g e  15

m e m b e r re a c h e s age 65 , th e a c c o u n t b a la n c e  w i l l  b e re s to re d , w i t h  an a d ju s tm e n t f o r  

in f la t io n .

T h e  e l i g i b i l i t y  a n d  re im b u r s e m e n t p r o v is io n s  o f  A S  3 9 .3 0 .3 9 0  p re s e n t 

in te r p r e ta t io n  p ro b le m s . T h e  la n g u a g e  o f  th e  s e c t io n  s ta te s th a t p e rs o n s w h o  m e e t th e  

e l i g i b i l i t y  re q u ire m e n ts  o f  A S  1 4 .2 5 .4 7 0  a n d A S  3 9 .3 5 .8 7 0  f o r  r e t i r e m e n t a n d m e d ic a l 

b e n e f i t s  a re e l ig ib le  f o r  re im b u rs e m e n ts  u n d e r th e p la n . I t  is u n l i k e l y  th a t th e  le g is la tu r e  

in te n d e d  th a t a m e m b e r be e l ig ib le  f o r  re t i r e m e n t a n d m e d ic a l b e n e f i ts  u n d e r b o th  T R S  

a n d  P E R S  in  o r d e r to  be e l ig ib le  f o r  H R A  b e n e f i t s . S e c o n d , th e  la n g u a g e  o f  th e  s e c t io n  

p r o v id e s  th a t a m e m b e r does n o t h a v e  to  r e t i r e  d i r e c t l y  f r o m  th e  s y s te m  to  b e e l ig ib le  f o r  

re im b u r s e m e n ts . W h i le  th e  y e a r s -o f - s e r v ic e  an d ag e re q u ire m e n ts  se t o u t in  p a ra g ra p h s  

( 1 ) a n d (2 ) o f  A S  1 4 .2 5 .4 7 0 (a ) and A S  3 9 .3 5 .8 7 0 (a ) a p p a re n t ly  a p p ly  to e l i g i b i l i t y  f o r  

H R A  re im b u rs e m e n ts , i t  is n o t c le a r w h e th e r la n g u a g e  in  A S  1 4 .2 5 .4 7 0  a n d 

A S  3 9 .3 5 .8 7 0  re q u i r in g  a m e m b e r to  h a v e  b e e n a n  a c t iv e  m e m b e r f o r  12 m o n th s  b e fo re  

a p p l ic a t io n  f o r  re t ir e m e n t is o n ly  a s s o c ia te d  w i t h  th e  " r e t i r e  d i r e c t ly  f r o m  th e s y s te m " 

r e q u i r e m e n t o r w h e th e r i t  is  on e o f  th e e l i g i b i l i t y  re q u ir e m e n ts  th e le g is la tu re  in te n d e d  to  

a p p ly  f o r  p u rp o s e s  o f  e l i g i b i l i t y  f o r  H R A  re im b u r s e m e n ts .

P o t e n t i a l L e g a l Is s u e s

S e v e ra l p ro v is io n s  o f  th e b i l l th a t m a k e  c h a n g e s th a t a f f e c t c u r r e n t m e m b e rs  o f  

T R S  a n d  P E R S  m a y  ra is e  le g a l is su e s . S u c h  c h a n g e s m a y  im p l ic a te  a r t . X I I ,  sec . 7  o f  th e  

A la s k a  C o n s t i t u t io n , w h ic h  p ro v id e s :

R e t i r e m e n t S y s te m s . M e m b e r s h ip  in  e m p lo y e e  re t i r e m e n t s y s tem s 

o f  th e  S ta te o r its p o l i t i c a l s u b d iv is io n s  s h a l l c o n s t i tu te  a c o n t r a c tu a l 

r e la t io n s h ip . A c c r u e d  b e n e f i ts  o f  th e s e s y s tem s s h a l l n o t b e  

d im in is h e d  o r im p a ire d .

I n t e r p r e t in g  th is  p r o v is io n , th e A la s k a  S u p re m e  C o u r t h a s h e ld  th a t r ig h ts  u n d e r th e 

s ta te 's  r e t i r e m e n t sy s tem s v e s t on e m p lo y m e n t a n d  e n r o l lm e n t in  th e s y s tem , re a s o n in g  

th a t r e t i r e m e n t b e n e f i ts  a re an e le m e n t o f  th e b a r g a in e d - f o r c o n s id e ra t io n  g iv e n  to  an 

e m p lo y e e  in  e x c h a n g e  fo r th e  e m p lo y e e 's  a s s u m p t io n  a n d p e r fo rm a n c e  o f  e m p lo y m e n t . " 1 

I n  g e n e ra l, a c h a n g e th a t d im in is h e s  a m em b e r 's  b e n e f i t s  m u s t be o f f s e t b y  c o m p a ra b le  

n e w  a d v a n ta g e s  to  th e m em b e r .22

C h a n g e s  to  e x is t in g  s ta tu te s th a t m a y  im p l ic a te  a r t . X I I ,  sec . 7 , o f  th e  A la s k a  

C o n s t i t u t io n  in c lu d e  am e n dm e n ts  th a t s e t a d e a d l in e  f o r  fo rm e r m em b e rs  to  re in s ta te

H a m m o n d  v. H o ffb c c k , 627 P .2d 1052 (A la s k a  1981 ).

W e se t o u t the A la s k a S up rem e C o u r t case law  in te rp re t in g  th is p ro v is io n  in  a 
m em o ra n d um  o f ad v ice to c om m is s io n e r o f  a d m in is tra t io n , da ted A p r i l 20 , 2005 . 2 0 0 5 In f . O p. 

A t t 'y  G en .; 6 6 3 -0 5 -0 1 9 2 (A p r . 2 0 ), pp . 2 -12 .
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s e rv ic e  c r e d i t ; a m e n d m e n ts  to  f o r m e r  la w  g o v e r n in g  a w a rd  o f  "a d  h o c "  P R P A s ; c h a n g e s 

in  re t ir e e  m e d ic a l c o v e ra g e  a f f e c t in g  sp o u s e s a n d  c e r ta in  d e p e n d e n ts  o f  p e o p le  r e c e iv in g  

s u r v iv o r  b e n e f i t s ; an d a m e n d m e n ts  to  th e  b o a rd  s t r u c tu r e  f o r  g o v e rn a n c e  o f  th e  s y s tem s .

W e  h a v e  fo u n d  n o  ca se la w  th a t s p e c i f i c a l ly  a d d re s s e s a p p l ic a t io n  t o  fo rm e r 

m e m b e rs  o f  ch a n g e s in  p u b l ic  r e t i r e m e n t s y s te m  s ta tu te s  th a t p r o v id e  f o r  r e in s ta te m e n t o f  

s e n d e e  c re d it . H o w e v e r , i t  is  a rg u a b le  th a t a fo rm e r m e m b e r w h o  c a s h e d  o u t th e  T R S  o r 

P E R S  c o n t r ib u t io n  a c c o u n t a f t e r s e v e r in g  th e  e m p lo y m e n t r e la t io n s h ip  th a t g a v e  r is e  to 

r ig h ts  u n d e r th e - ° r i r e r u e n t s y s te m  has n o  r e m a in in g  r ig h ts  th a t c o u ld  b e  im p a i r e d  b y  a n y 

s u b s e q u e n t c h a n g e  to  th e  re t i r e m e n t s y s te m  s ta tu te s . F u r th e rm o re , th e  re in s ta te m e n t 

s ta tu te s d o n o t e x p l i c i t l y  p r o v id e  th a t re in s ta te m e n t o f  c a s h e d -o u t s e r v ic e  c r e d i t u p o n  

re e m p lo y m e n t a ls o  re in s ta te s  a fo rm e r m e m b e r to  th e  fo rm e r  m e m b e r 's  o r ig in a l " t ie r "  

s ta tu s .23 W h i le  a d e f in i t i v e  a n s w e r to th is  is s u e  w i l l  o n ly  b e p r o v id e d  b y  th e  A la s k a  

S u p re m e  C o u r t , w e  b e l ie v e  th e  a m e n d m e n ts  a re d e fe n s ib le .

W e a d d re s s e d  th e  is s u e o f  c h a n g e s  to  th e  fo rm e r la w  re g a rd in g  a w a rd  o f  a d h o c 

P R P A s  in  th e  m e m o ra n d u m  o f  a d v ic e  d a te d  A p r i l  2 0 , 2 0 0 5 , a d v is in g  th a t le g is la t io n  th a t 

l im i t s  th e a d m in is t r a to r ’s d is c r e t io n  to a w a rd  a n a d h o c  P R P A  m ig h t b e s u b je c t to 

c h a l le n g e .2-* H o w e v e r , in  e n a c t in g  th e 10 5 p e rc e n t s ta n d a rd , th e  le g is la tu r e  h a d  e v id e n c e  

th a t a d h o c  P R P A s  p r e v io u s ly  g ra n te d  b y  th e  a d m in is t r a to r e x e r c is in g  u n l im i t e d  

d is c r e t io n  h a d  c o n t r ib u te d  sub -’ . a n t ia l ly  to  th e  u n fu n d e d  l ia b i l i t i e s  o f  th e  T R S  a n d  P E R S  

fu n d s . I f  th e  le g is la t io n  e s ta b l is h in g  a s ta n d a rd  f o r  th e  a d m in is t r a to r 's  e x e r c is e  o f  

d is c r e t io n  is c h a l le n g e d , th is  e v id e n c e  m a y  s u p p o r t th e  s ta n d a rd .

R e g a rd in g  am e n d m e n ts  to  re t ir e e  m e d ic a l c o v e ra g e  p r o v is io n s  m a d e  b y  s e c . 2 2  to 

A S  1 4 .2 5 .1 6 8 (a ) a n d  s r x  1 1 6 to  A S  3 9 .3 5 .5 3 5 (a ) , a l th o u g h  w e  h a v e  fo u n d  n c  ca se la w  

d i r e c t l y  o n p o in t , w e  n o te  th a t a p e rs o n  w h o  b e c o m e s  th e  s p o u s e  o r  a d e p e n d e n t o f  a 

re t ir e e 's  s u r v iv o r  a f te r th e re t ir e e 's  d e a th  has n o  c o n n e c t io n  w i t h  th e  e m p lo y m e n t 

r e la t io n s h ip  b e tw e e n  th e  re t ir e e  a n d th e  re t ir e e 's  T R S  o r P E R S  e m p lo y e r th a t g iv e s  r is e  to
• *ic

a n y  v e s te d  r ig h t u n d e r a r t. X I I ,  se c . 7, o f  th e  A la s k a  C o n s t i t u t io n . "  T h e r e fo r e , w e 

b e l ie v e  th a t a p p l ic a t io n  o f  th e s e s ta tu to r y  c h a n g e s t ^  sp o u s e s a n d d e p e n d e n ts  o f  c u r r e n t 

s u r v iv o r s  o f  d e ce a s e d m em b e rs  a n d  io  n ew ' s p o u s e s a n d  d e p e n d e n ts  o f  e v e n tu a l s u r v iv o r s

A  m em be r 's t ie r sta tus in  the c u rre n t T R S  and PERS d e fin e d b e n e f it p la n 1, d e te rm in e s the 
age o f re t ire m e n t e l ig ib i l i t y  and le ve l o f  m e d ic a l b e n e fits  a v a ila b le  up on re t ire m e n t, based on the 
la w  in e ffe c t w h e n the m em b e r be cam e a m em b e r o f  the p e r t in e n t sys tem . TR S  c u r r e n t ly  has 

tw o  re co g n iz e d tie rs , and PER S has th ree .

24 2 0 0 5 In f . O p . A t t 'y  G en .; 6 6 3 -0 5 -0 1 9 2  (A p r . 2 0 ).

N e w  spouses and dependen ts o f  s u rv iv o rs  w h o  w e re  n o t dependen ts o f  the deceased 

re t ire e  do n o t m ee t the d e f in it io n  t f  "d e p e n d e n t" o f  the e tire e set o u t in 26 U .S .C . 152 , as 
re q u ire d  b y 26 U .S .C . 4 0 1 (h ) . T hese am endm en ts are m ade in  o rd e r fo r the sta te 's re t ire m e n t 
p la n s to c o m p ly  w ith  fe d e ra l p la n q u a l if ic a t io n  re q u irem e n ts , and fo r p a ym e n t o f  m e d ic a l 

expenses o u t o f  the sta te 's tru s t fu n d s to c o m p ly  w ith  fe d e ra l re q u irem e n ts fo r q u a l if ie d  tru s ts .
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o f  c u r r e n t m em b e rs  doe s n o t d im in is h  o r im p a i r  a n y  v e s te d  r ig h t u n d e r th a t c o n s t i t u t io n a l 

p r o v is io n . W h e th e r a n e w  sp o u s e  o f  a re t ir e e 's  s u r v iv o r  o r a  s u r v iv o r 's  d e p e n d e n t w h o  

w a s  n o t d e p e n d e n t o n  th e  re t ir e e  h a s a n y r ig h t to  re t ir e e  m a jo r m e d ic a l c o v e ra g e  b a s e d  o n 

a n ) ' o th e r th e o r y  is , a g a in , a n is s u e  th a t m u s t be d e te rm in e d  b y  th e  c o u r t .

Is s u e s h a ve a ls o  b e e n ra is e d  as to  w h e th e r s ta tu to r y  c h a n g e s to  th e  b o a rd s  th a t 

g o v e rn  th e s y s tem s v io la te  a n y a c c ru e d  b e n e f i t u n d e r a rt. X T I , sec . 7 , o f  th e  A la s k a  

C o n s t i t u t io n , o r a n y  c o m m o n  la w  o r s ta tu to r y  t r u s t p r in c ip le . T h e  A la s k a  S u p re m e  C o u r t 

ha s n o t a d d re s s e d th e  is s u e o f  w h e th e r th e  c o m p o s i t io n  o f  th e  re t i r e m e n t b o a rd s  w o u ld  be 

c o n s id e re d  an a c c ru e d  b e n e f i t p ro te c te d  b y  a rt. X I I ,  sec . 7 , o f  th e  A la s k a  C o n s t i t u t io n . 

T h e re  a re n o  d e c is io n s  to  d a te th a t in d ic a te  th a t tire  re s t r u c tu r in g  w o u ld  be c o n s id e re d  

u n c o n s t i t u t io n a l . F u r th e rm o re , th e re  a re v e r y  fe w  d e c is io n s  in  o th e r s ta te s th a t p r o v id e  

g u id a n c e  on th is  is su e . T h e  m o s t in s t r u c t iv e  ca se is a 19 6 6 d e c is io n  f r o m  N e w ' Y o r k , 

in  w h ic h  th e  c o u i t in te r p re te d  a c o n s t i t u t io n a l p r o v is io n  s im i la r  to  A la s k a 's  an d fo u n d  th a t 

th e  b e n e f i t s  p ro te c te d  b y th e  c o n s t i t u t io n  d id  n o t e x te n d  to  m a in ta in in g  a p r o p o r t io n a te  

n u m b e r o f  te a ch e rs o n  a re t i r e m e n t b o a rd . B ro w n  v. N .Y . S ta te  T e a c h e rs  R e t. S y s ., 2 5  

A .D . 2 d  3 4 4  ( N .Y . A .D . 1 9 6 6 ) , a f f d 2 2 6  N .E .2 d  3 1 9  (N .Y . 1 9 6 7 ) . In  th a t case , t ir e  N e w  

Y o r k  le g is la tu re  h a d  pa sse d a la w  th a t c h a n g e d  th e  c o m p o s it io n  o f  th e b o a rd  f o r  th e 

te a c h e rs ' r e t i r e m e n t s y s te m  f r o m  s e v e n  to n in e  m em b e rs , b u t d id  n o t in c re a s e  th e  n u m b e r 

o f  te a c h e rs o n  th e b o a rd , w h ic h  re m a in e d  a t th re e . Id . T h e  p la in t i f f s  in  B ro w n  a rg u e d  

th a t a d e c re a s e  in th e re la t iv e  re p re s e n ta t io n  o f  te a c h e rs  o n  th e b o a rd  w a s u n c o n s t i t u t io n a l 

d im in is h m e n t o f  b e n e f i ts  f o r  m em b e rs  o f  th e  s y s te m . T h e  c o u r t d is a g re e d , h o ld in g  th a t 

th e  c o n s t i t u t io n a l p r o v is io n  c re a te d  a c o n t r a c tu a l r ig h t to p r o te c t th e  m e m b e rs  o f  th e  

r e t i r e m e n t s y s te m  in  p e c u n ia r y  m a tte rs , b u t th e  te rm  " b e n e f i t s "  d id  n o t e x te n d  to  

re p re s e n ta t io n  on th e re t i r e m e n t b o a rd .2f> Id . T h e  c o u r t a ls o  re je c te d  th e  p la in t i f f s ' 

a r g u m e n t th a t a de c re a se in  v o t in g  s t r e n g th  on th e  b o a rd  c o u ld  m a k e  i t e a s ie r f o r  th e  

b o a rd  n  re d u c e  o r im p a i r th e i r  p e c u n ia r y  b e n e f i t s , f in d in g  th a t th e  o o a rd 's  p o w e r , n o 

m a t te r .v h a t its  m a k e u p , w a s re s t r ic te d  b y  th e c o n s t i tu t io n a l p r o v is io n  iC e l f ,  w h ic h

S im ila r ly , in a m o re re ce n t case, the W e s t V ir g in ia  S up rem e C o u r t re a sone d tha t 
" te c h n ic a l o r housekeep in g a lte ra t io n s in  the PER S fu n d s , such as changes in  the m a n a g e r o f  the 
fu n d s o r an e xpa n s io n in  p e rm is s ib le  in v e s tm e n ts , do n o t im p lic a te  tire c o n s t i tu t io n a l p ro v is io n  

p r o h ib i t in g  the im p a irm e n t o f  c o n tra c ts ." S ta te v. W est V irg in ia  In v . M g m t. B d ., 508 S .E .2 d  130, 

136 (W .V a . 1998 ). T h e W es t V ir g in ia  C o n s t i tu t io n , h ow e ve r, d id  n o t c o n ta in  a p r o h ib i t io n  

aga in s t the im p a irm e n t o f  acc rued b e n e fits , b u t o n ly  a gene ra l p ro v is io n  p r o h ib i t in g  im p a irm e n t 

o f con tra c ts
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p r o h ib i t e d  th e  b o a rd  f r o m  ta k in g  a c t io n s  th a t w o u ld  d im in is h  o r im p a i r  p e c u n ia r y  

b e n e f i t s .2 ' I d . a t 3 4 5 -4 .6 .

R e g a r d in g  th e  a p p l ic a t io n  o f  t r u s t p r in c ip le s , w e  b e l ie v e  th a t b e ca u s e th is  is  a 

s ta t u t o r i l y  c re a te d  tru s t , th e  le g is la tu r e  c a n  m o d i f y  th e  a d m in is t r a t iv e  s t r u c tu r e  o f  th e  t r u s t 

as lo n g  as th e m o d i f i c a t io n  do e s n o t v io la te  th e  c o n s t i t u t io n a l p r o v is io n  g o v e r n in g  th e 

re t i r e m e n t p la n s . A g a in , A la s k a  case la w  do e s n o t a d d re s s th is  s i tu a t io n , a n d  w e  h a v e  

fo u n d  l i t t l e  ca se la w  f r o m  o th e r s ta te s th a t is in s t r u c t iv e . In  th e  C a l i f o r n ia  ca se o f  V a ld e s  

v. C o ry . 139 C a i. A p p . 3 d  77 3 , 189 C a l. R p t r . 2 1 2  (1 9 8 3 ) , th e  c o u r t e x p la in e d  a 

le g is la tu r e 's  a b i l i t y  to  m o d i f y  e m p lo y e e  tru s ts  w i t h o u t re g a rd  to  c o m m o n  la w  tru s t
•j J»   t

p r in c ip le s . " ' T h e  c o u r t d e c l in e d  to  a d d re s s an a r g u m e n t th a t a m o d i f i c a t io n  o f  th e  

C a l i f o r n ia  P u b l ic  E m p lo y e e s ' R e t i r e m e n t S y s te m  v io la te d  th e g e n e ra l p r in c ip le s  o f  t r u s t 

la w , e x p la in in g  th a t :

W e  a d d re s s o n ly  th e  c la im  o f  u n c o n s t i t u t io n a l im p a i rm e n t o f  

c o n t r a c t f o r  i t  is e le m e n ta r y  th a t th e  L e g is la tu r e  has p o w e r , a b s e n t 

c o n s t i t u t io n a l re s t r ic t io n s , e x p re s s ly  to  a m e n d  o r re p e a l b o th  th e  

c o m m o n  la w  a n d  e x is t in g  s ta tu te s .

q
V a ld e s , 1 8 9 C a l. R p t r . a t 2 1 8 ." W e  b e l ie v e  th a t th e  re s t r u c tu r in g  o f  th e s y s te m s ' b o a rd  

a u th o r i t y ' b y  th e  b i l l  is d e fe n s ib le .

B e c a u s e  p r o v is io n s  o f  th e  n e w  T R S  a n d  P E R S  d e f in e d  c o n t r ib u t io n  r e t i r e m e n t 

p la n s  a n d  tire  n e w  h e a l th  re im b u r s e m e n t a r ra n g e m e n t p la n  d o  n o t ta k e  e f f e c t u n t i l 

J u ly  1, 2 0 0 6 , th e y  d o n o t p re s e n t im m e d ia te  le g a l p r o b le m s . H o w e v e r , in  o u r s u m m a ry

A  sub se quen t N e w  Y o r k  d e c is io n c ite d B ro w n  fo r the p ro p o s it io n  th a t the re is f le x ib i l i t y  

re g a rd in g  m an agem e n t o f  re t ire m e n t fu n d s tha t is re se rved fo r the le g is la tu re , b u t i t is n o t 
u n lim ite d . S g a g lio n e  v. L e v itt , 337 N .E .2 d  592 , 595 (N .Y . 1975 ). E v e n  th o u g h t i ic  c o u r t in 
S g a g lio n e  gave an e xpa n s ive in te rp re ta t io n  o f  b e n e fits p ro te c te d u n d e r the N e w  Y o rk  

C u . . : t i t u t io n , to in c lu d e  p ro te c t io n  o f  tire sou rces o f  fu n d s fo r those b e n e fits , i t  d id  n o t o v e r tu rn  
B ro w n .

A lth o u g h  n o t c it in g  the case on th is p o in t , th e A la s k a  S up rem e C o u r t fo u n d  th e ra tio n a le  

o f  the C a l i fo r n ia  c o u r t in  V a ld e s to be pe rsuas ive in  M u n ic ip a lity  o f  A n c h o ra g e  v. G a llio n , 944 

P .2d 4 3 6 , 44 5 (A la s k a  1997 ).
nq . • • • • i

T h e  c o u r t in  V a ld e s c ite d C a l i fo rn ia  C iv i l C ode sec. 2 2 .2  in s u p p o rt o f th is  c o n c lu s io n , 

w h ic h  is a s ta tu te ana logou s to the A la s k a  s ta tu te ad d re ss in g the a p p l ic a b i l i t y  o f  c o m m o n  law . 

T h e A la s k a  s ta tu te p ro v id e s th a t: "S o m u c h o f  th e c om m o n la w  n o t in c o n s is te n t w i th  the
C o n s t i tu t io n  o f  the S ta te o f  A la s k a  o r the C o n s t i tu t io n  o f  the U n ite d  S ta tes o r w i t h  a n y la w  
passed b y  the le g is la tu re  o f  the S ta te o f  A la s k a  is th e  ru le  o f  d e c is io n  in  th is  sta te ." 
A S  0 1 .1 0 .0 1 0 . T h e C a li fo rn ia  co u r t 's o b se rv a tio n th a t the o o w e r o f  the le g is la tu re  to am end o r 

re pea l th e c om m o n la w  and e x is t in g  s ta tu tes is "e lem e n ta ry " m a y a cco u n t f c r  the d e a r th  o f  case 
law  on th is  issue .
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° te s e n tV i$ ir S '  w ^ ’ i n T e ^ r e t o t i o n ^ a n f  im p le m e n ta t io n  c h a lle n g e s ^

^  w r* .
d i . a b i l i t y  a n  le g is la tu re 's  in t e n t th a t th e re  b e  a
c o m m is s io n e r . A l t h o u g h  sec . 1 S A R M B  has
m o r a to r iu m  o n  le g is la t io n  a f f e c t in g  th e  r e t i r e m e n t s y s tem s u n t i l l a  t h ^ R M  

m a d e  th e  r e p o r t r e q u ir e d  b y  th a t s e c t io n  re g a rd in g  th e s y s tem s fu n d s , w e  re c o m m e n d  

T e  a d m i X t o r  a n d  th is  o f f i c e  c o n t in u e  to  w o r k  to g e th e r to  a n a ly z e  th e  p r o v is io n s  o f  

t o e  p "  M e n u f y  c h a n g e s th a t c o u ld  b e  c o n s id e re d  f o r  a c t io n  d u n r .g  n e x t y e a r s  

le g is la t iv e  s e s s io n .

Legislative Procedure Issue

A n  is s u e  ha s b e e n  ra is e d  c o n c e r n in g  a s ta tu to r y  r e q u i r e m e n t f o r  b i l l s  a f f e c t in g  th e
A n  is s u e  L u i u  th r o u g h  th e  H o u s e  a n d  S e n a te  a n d

s ta te ’s r e t i r e m e n t s y s te m s . A f t e r  H B  141 h a d  g o n e f o r o  g  ^  ̂  ir e m e n t
f r e e  c o n fe re n c e  c o m m it te e  p ro c e s s e s , an is s u e  w a s ra is e d  as

o f  A S  2 4 .0 S .0 3  6 h a d  b e e n  m e t. T h a t s ta tu te  p r o v id e s :

F i s c a l  n o te s  o n  b i l ls  a f fe c t in g  sta te  r e t ir e m e n t  s y s t e m s . B e f o r e  a

s , - d  r . . dd : , ; iz
s :  s s s  t  r  r .,,
th e  b i l l  is a d o p te d , as w e l l as th e  im p a c t o f  th e  b i l .a n a

s o u n d n e s s o f  th e  fo n d . T h e  a n a ly s is  is  in  a d d i t io n  to  fo e  f is c a l n o te  

re q u i r e m e n t o f  A S  2 4 .0 8 .0 3 5 .

f  - r  ^  a- -r fh p f is c a l im p a c t o f  th e  b i l l  w a s
.A l th o u g h  a s u b s ta n t ia l a m o u n t o f  m fo rm a h o n  th e  s p e c ia l f is c a l
p r o v id e d  as th e  b i l l p ro c e e d e d  th r o u g h  c o m m it te e s  o f  th e  lo g  J

n o te  r e q u i r e d  b y  A S  2 4 . 0 S . 0 3 6 iw «  » a c L n a ,  c o n s u lta n t , 

c o m m i t t e e  o t  e i th e r h o u s e . T h e  D e p a r tm e n t o f  A d  2 3 , 2 0 0 5  n r o v id in g  a
M e r c e r H u m a n  R e s o u rc e  C o n s u l t ,n g , p re p a re d  a l a t e r  <ia te d  X ^  nQ n J  ^
c o m p a r is o n  o f  t h e  major e m p l o y e r  c o s t  c o m p o n e n t s  o f  fo e  b i t

m os tP re c e n t T R S  a n d  P E R S  d e f in e d  b e n e f i t  p l a n  t . e r s a n d ^ i n m ^  

a c tu a r ia l s o u n d n e s s o f  th e  tu n d  u n d e r th e  b i l l .  T h e  1 ^  c o n fe re n c e
in f o r m a t io n  b e fo re  th e  f i n a l v o te  w a s ta k e n  to  a c ^ e p 

c o m m it te e  re p o r t . -

T h e  le g is la tu re 's  f a i lu r e  to  a d h e re  s t r i c t l y  to  th e  t im in g  ̂  th e  l e ^ ^ e  has
p r o v is io n  o f  th e  s p e c ia l f is c a l a n a ly s is  c o n c e rn s  a . p r o c e d u r a l ^  ̂  *  

m a d e  re g a r d in g  le g is la t io n  a f f e c t in g  th e  s ta te  s re t i r e m e n t s y s te m  , p
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a n y  c o n s t i t u t io n a l r e s t r a in t o r v io la t e  a n y  fu n d a m e n ta l r ig h t . 30 W e  b e l ie v e  th a t a n y  le g a l 

c h a l le n g e  to  th e  b i l l  b a s e d  o n  th e  le g is la t u r e ’s fa i lu r e  to  c o m p ly  w i t h  A S  2 4 .0 8 .0 3 6  w o u ld  

p re s e n t a n o n ju s t ic ia b le  is s u e , a n d  th a t a c o u r t w o u ld  n o t in v a l id a te  e n a c tm e n t o f  th e  h i l l 

o n th a t b a s is .31

E f f e c t i v e  D a te s

T h e  b i l l  in c lu d e s  s e v e ra l e f f e c t i v e  d a te  c la u s e s . S e c t io n  1 4 7 p r o v id e s  th a t secs . 2 2 

a n d  11 6 , w h ic h  l im i t  re t ir e e  m a jo r  m e d ic a l c o v e ra g e  fo r  d e p e n d e n ts  o f  s u r v iv o r s  o f  

d e ce a s e d re t ir e e s , ta k e  e f f e c t J a n u a r y  1, 2 0 0 6 . U n d e r sec . 1 4 8 , p r o v is io n s  f o r  th e n e w  

d e f in e d  c o n t r ib u t io n  r e t i r e m e n t p la n s  a n d th e  h e a lth  re im b u r s e m e n t a r ra n g e m e n t p la n  

ta k e  e f f e c t J u ly  1, 2 0 0 6 . S e c t io n  149 e s ta b lis h e s  a J u n e 3 0 , 2 0 1 0 , e f f e c t iv e  d a te f o r  

p r o v is io n s  o f  th e  b i l l  th a t re p e a l p r o v is io n s  a l lo w in g  fo rm e r m e m b e rs  o f  TP .S a n d  P E R S  

to  re in s ta te  s e r v ic e  c r e d i t  S e c t io n  145 o f  th e  b i l l ,  w h ic h  d ir e c ts  th e  r e v is o r o f  s ta tu te s 

a n d  re g u la t io n s  a t to r n e y  to  im p le m e n t in s t r u c t io n s  in  secs . 143 a n d  1 4 4 , is e f f e c t iv e  

im m e d ia te ly  u n d e r se c . 150 . E x c e p t as p r o v id e d  b y  secs . 14 7 - 1 5 0 , th e  b i l l ,  i f  e n a c te d  

in to  la w , w o u ld  be e f f e c t iv e  J u ly  1, 2 0 0 5 , u n d e r secs . 1 4 6 a n d 1 5 1 .

W e  a re a v a i la b le  to  w o r k  w i t h  th e a f fe c te d  a g e n c ie s d u r in g  th e  im p le m e n ta t io n  o f  

th e  b i l l ,  o n c e  i t  b e c o m e s la w .

S in c e re ly ,

D e p u ty  A t t o r n e y  G e n e ra l 

C i v i l D iv i s io n

S J N :V B R : r c a

S ee A b o o d  'v . L e a g u e  o f  W om en V o te rs  o f  A la s k a , 743 P .2 d 333 , 33S (A la s k a  19S7), 
c it in g  U n L e d  S ta te s v. S m ith , 286 U .S . 6, 33 , 52 S .C t. 4 7 5 , 4 7 8 . 76 L .E d . 954 , 9 5 8 -5 9 (1 9 3 2 ) .

Id . at 338 ( " i t is the le g is la tu re 's p re ro g a t iv e  to m ake , in te rp re t a n d e n fo rc e  its  ow n 

p ro c e d u ra l ru le s and the ju d ic ia r y  ca n n o t c om p e l th e le g is la tu re  to e xe rc is e a p u re ly  le g is la t iv e  

p re ro g a t iv e " ) and 33 9 -4 0 (h o ld in g  th a t " th e O pe n M e e tin g s A c t , as it a p p lie s to the 

le g is la tu re  . .  . m e re ly  es tab lishe s a ru le  o f  p ro c e d u re c o n c e rn in g  h o w  the le g is la tu re  has de c id e d 
to c o n d u c t its bus iness. O f cou rse , h a v in g  m ade the ru le , i t sh o u ld be fo l lo w e d , b u t a fa i lu re  to 
fo l lo w  i t is n o t d ie su b je c t m a tte r o f  ju d ic ia l in q u ir y , " )
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Juneau, A K  99811-0203

R e : C S H B  475

Dear M elan ie and Traci:

Y ou have asked us to prepare fo r you an overv iew o f the fo llow in g topics:

1. Mechanics o f the plan de term ination process and filin g s w ith Internal Revenue 
Service (" IR S ") when a state implements a new retirement plan;

2. Benefits o f passing CSHB 475 from  the perspective o f compliance w ith the 
In te rna l Revenue Code ("C ode") and ERS process; and

3. Consequences o f not passing CSHB 475 from the perspective o f Code compliance 
and IRS process.

B A C K G R O U N D

P E R S  T ie r 4 and T R S  T ie r 3

The new PERS T ie r 4 and TRS T ie r 3 plans (the "New Plans") are intended to be 
qua lified governmental plans under Code Section 401(a). Code Section 401(a) covers defined 
benefit plans, defined con tribu tion plans, and plans that conta in elements o f both. Establish ing 
and m ain ta in ing qua lified status o f the N ew Plans is c ritica l fo r the employees who participate in 
the plans and the ir beneficiaries. In order to know that the New Plans are qualified , A laska is 
seeking ERS "de te rm ina tion letters" fo r them. Th is is the procedure that has been fo llowed in the 
past fo r the ex is ting PERS and TRS plans and is certa in ly a "best practice" in the pension world .

One American Sqtwa | Suite 3100 | Inolinapollg. IN 48282-0200 | P V7-236-2100 | F 317-236-2219 _______________INDIANAPOLIS | CHICAGO | NAPERVILLE | WASHINGTON D.C. www lc»mill.r.co \
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H RA s

SB 141 also established health reimbursement accounts ("H R A s"). The IRS has recently 
issued guidance on the structure o f HRAs. These rules must be fo llow ed in order to have non- 
taxablc benefits fo r employees, spouses, and the ir dependents. The ERS has been very s tric t in 
the ir in te ip re ta fion o f these new rules. The on ly mechanism for seeking IRS approval o f the 
H R A structure is a priva te letter ru ling .

IM P O R T A N C E  O F  Q U A L IF IE D  STA TU S  -  F O R  N E W  PLA N S

I t is very importan t to establish and main ta in the New Plans as qua lified governmental 
plans fo r the fo llow in g reasons:

1. Emp loyer contribu tions are not taxable to members as they are made (o r even 
when vested); taxation on ly occurs when plan distribu tions are made.

2. Earnings and income are no t taxed to the trust or the members (u n til d is tribu tion ).

3. Favorable tax treatments may be available to members when they receive plan 
d istribu tions; fo r example, the ab ility to . o llove r e lig ib le distributions.

4. Employers and members do no t pay employment taxes (even i f  the positions arc 
Social Security covered) when contribu tions are made or when benefits are paid.

5. Members have pro tection o f the ir benefits in a bankruptcy situation.

6 . Q ua lified plans have an approved status w ith respect to international investments 
and fore ign tax recaptures.

7. Q ua lified plans may use IRS correction mechanisms in the case o f operational 
failures.

State and local governments are genera lly exempt from taxation, so the benefits o f 
qua lified status flow  to the members.

M E C H A N IC S  O F  T H E  PLA N  D E T E R M IN A T IO N  PR O C ESS  -  F O R  N E W  PLA N S

W ha t is filed  w ith the IR S ?

Requests fo r favorable determ ination letters have been filed w ith the IRS fo r each o f the 
New Plans, bu t those requests need to be revised. The prim a ry focus o f the determ ination letter 
is compliance w ith "fo rm  requirements" —  those plan prov is ions that are required as a cond ition

INDY I72038SM
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o f qua lifica tion under Code Section 401(a). In  the case o f the New Plans, the plan document 
wou ld be SB 141, CSHB 475 ( i f  passed), and adm in is tra tive rules.

W ha t do states do while the determ ination le tte r application is pending?

Y ou have asked whether, in the normal course o f events, states that arc im p lem en ting a 
new retirement plan proceed w ith implementa tion w h ile a determ ination letter is pending or 
delay implementa tion o f a plan pending favorable ru lings from the IRS. It has been our 
experience that states take a varie ty o f approaches, depending on the leg is la tion o r process that 
leads to the adoption o f the plan. Where a statute does no t require delay un til a determ ination 
le tte r is issued, it has been our experience that states move ahead w ith implementa tion w h ile the 
de term ination le tte r is pending.

W ha t is the tim etable fo r  receiving an ERS determ ination?

The IRS often takes more than one year to issue a fina l determ ination letter. D u rin g that 
tim e period an IRS agent may ask fo r c la rifica tion o f provis ions and may request amendments o f 
the plan document. I f  an amendment is requested, the IRS may issue a determ ination letter 
contingent on the adoption o f the amendment. The amendment wou ld have to be adopted w ith 
90 days o f the issuance o f the determ ination letter.

W ha t happens 1/ the IR S  decides that New P lans have disqualify ing provisions?

Code Section 401(b) governs the ab ility o f a qua lified plan to make retroactive remedial 
amendments in order to main ta in qua lified status. The period in which retroactive corrections 
are allowed is known as the "remedia l amendment period ."

I f  corrections are made by the end o f the remedial amendment period, the amendments 
are treated as re troac tive ly effective throughout the entire remedial amendment period and the 
plan is deemed to have satisfied the qua lifica tion requirements o f Code Section 401(a) during 
that time.

The remedial amendment period begins fo r a new plan, such as PERS T ie r 4 and TRS 
T ie r 3, on the effective date o f the plan. Fo r a governmental plan, Notice 89-8, 1989-1 C .B . 628, 
sets the end o f the remedial amendment period at the last day o f the seventh month afte r the end 
o f the plan year in which the remedia l amendment period begins. B y filin g a request fo r a 
de term ination letter, A laska has preserved its righ t to re troactive ly amend the New Plans back to 
the e ffective date.

Based upon th is IRS guidance, we believe that Alaska has been proactive in fi lin g  its 
determ ination letters so prom p tly and in the proposed update o f th ise letters. The determ ination
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