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KENAI, CITY OF 235,223
KETCHIKAN GATEWAY BOROUGH 214,696
KETCHIKAN, CITY OF 400,460
KING COVE, CITY OF 50,001
KLAWOCK. CITY OF 31,917
KODIAK ISLAND BOROUGH 118,047
KODIAK, CITY OF 314,368
KOTZEBUE, CITY OF 169,920
KOYUK, CITY OF 1,664
LAKE AND PENINSULA BOROUGH 19,656
MATANUSKA-SUSITNA BOROUGH 583,491
MEKORYUK, CITY OF 611
MOUNTAIN VILLAGE, CITY OF 1,786
NENANA, CITY OF 12,244
NOME. CITY OF 123,946
NOORv’IK, CITY OF 12,352
NORTH POLE, CITY OF 80,525
NORTH SLOPE BOROUGH 2,006,956
NORTHWEST ARCTIC BOROUGH 44,779
PALMER, CITY OF 154,333
PELICAN, CITY OF 7,657
PETERSBURG, CITY OF 206,671
QUINHAGAK, CITY OF 1,920
SAINT PAUL, CITY OF 74,829
SAND POINT, CITY OF 38,396
3AXMAN, CITY OF 5,637
SELDOVIA, CITY OF 2,405
SEWARD, CITY OF 186,026
SITKA, CITY AND BOROUGH OF 439,010
KAGWAY, CITY OF 89,301
SOLDOTNA, CITY OF 136,756
TANANA, CITY OF 7,302
THORNE BAY, CITY OF 10,435
TOKSOOK BAY, CITY OF 583
UNALAKLEET, CITY OF 11,157
UNALASKA, CITY OF 520,772
VALDEZ, CITY OF 250,819
WASILLA, CITY OF 228,380
WHITTIER, CITY OF 49,904
WRANGELL, CITY OF 132,606
YAKUTAT, CITY AND BOROUGH OF 36.178

Appendix 3- Proposed Legislation
Appropriation fo r Increased Municipal Employer Costs
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Leg is la tive A p p ro p r ia t io n  to Fund A c tu a r ia lly  
R equ ired C o n tr ib u tio n - PERS



Section ___________ . Retirem ent system funding to b ring  fiscal year 2007
contribu tions closer to ac tua ria l  ra te , (a) The sum o f  $109,836,677 is appropriated 
from the general fund to the Department o f  Administration to reduce tiie contribution 
shortfall to the public employees’ retirement system resulting from an employers 
anticipated fiscal year 2007 contribution being less than the fiscal year 2007 rate 
calculated by the actuary. The Department o f  Administration shall allocate the 
appropriation to the public employees’ retirement system account ol each employer as 
follows:

ALASKA, STATE OF 66,452,622
ALEUTIANS WEST CRSA 978
ALLAKAKET, CITY OF 4,883
ANCHORAGE PARKING AUTHORITY 21,070
ANCHORAGE SD 3,388,980
ANCHORAGE, MUNICIPALITY OF 14,116,880
BRISTOL BAY BOROUGH 69,577
BRISTOL BAY BOROUGH SD 30,321
CHATHAM SD 42,576
CHUGACH SD 25,258
COPPER RIVER SD 49,787
CORDOVA CITY SD 104,731
CORDOVA COMMUNITY MEDICAL CENTER 37,587
CORDOVA, CITY OF 262,023
CRAIG CITY SD 16,897
CRAIG, CITY OF 28,200
DELTA/GREELY SD 36,430
DENALI BOROUGH 19,581
DENALI BOROUGH SD 67,666
DILLINGHAM CITY SD 17,944
DILLINGHAM. CITY OF 35,336
EGEGIK, CITY OF 11
FAIRBANKS NORTH STAR
BOROUGH 243,404
FAIRBANKS NORTH STAR BOROUGH SD 1,274,328
F a i r b a n k s ,  c i t y  o f  5 ,938,351

HAINES BOROUGH 67,621
HOMER, CITY OF 444,736
HOONAH CITY SD 3,007
HOONAH, CITY OF 6,636
HUSLIA, CITY OF 5,820
HYDABURG CITY SD 12,806
JUNEAU BOROUGH SD 310,143
JUNEAU, CITY AND BOROUGH OF 2,294,026
Appendix 4 Proposed Legislation
Legislative Appropriation to Fund Actuarially Required Conlriluttion PERS



KACHEMAK, CITY OF 5,705
KALTAG, CITY OF 5,135
KENAI PENINSULA BOROUGH 827,562
KEN \l PENINSULA BOROUGH SD 1,131,731
KENAI, CITY OF 524,077
KETCHIKAN GATEWAY BOROUGH 210,402
KETCHIKAN GATEWAY BOROUGH
SD 125,090
KETCHIKAN, CITY OF 377,233
KING COVE, CITY OF 800
KODIAK ISLAND BOROUGH 420,248
KODIAK ISLAND BOROUGH SD 312,519
KODIAK, CITY OF 733,106
KUSPUK SD 52,049
LAKE AND PENINSULA BOROUGH 7,862
LAKE AND PENINSULA BOROUGH
SD 50,153
LOWER YUKON SD 366,532
MATANUSKA-SUSITNA BOROUGH 378,102
MATANUSKA-SUSITNA BOROUGH
SD 704,008
NOME. CITY OF 206,246
NORTH PACIFIC FISHERY MGMT COUNCIL 4,038
NORTH POLE, CITY OF 103,877
NORTH SLOPE BOROUGH SD 39,506
NORTHWEST ARCTIC BOROUGH SD 10,554
PALMER, CITY OF 172,544
PELICAN, CITY OF 567
PETERSBURG CITY SD 30,787
PETERSBURG, CITY OF 43,814
SAINT PAUL, CITY OF 5,537
SAND POINT, CITY OF 36,707
SAXMAN, CITY OF 7,982
SEWARD, CITY OF 205,373
SITKA BOROUGH SD 219,700
SITKA COMMUNITY HOSPITAL 69,453
SITKA, CITY AND BOROUGH OF 509,252
SKAGWAY CITY SD 12,046
SOLDOTNA, CITY OF 166,295
SOUTHEAST ISLAND SD 123,765
SOUTHEAST REGIONAL RESOURCE CENTER 29,559
SOUTHWEST REGION SD 31,368
UNALAKLEET, CITY OF 3,325

Appendix 4 -  Proposed Legislation
Legislative Appropriation to Fund leluarnilly Required Contribution -  PERS



UNIVERSITY OF ALASKA 4,904,632
VALDEZ CITY SD 300,052
VALDEZ, CITY OF 563,340
WHITTIER, CITY OF 5,489
WRANGELL PUBLIC SD 54,982
WRAi. SELL, CITY OF 263,355

Appendix 4 -  Proposed Legislation
Legislative Appropriation to Fund Actuarial!)' Required Contribution -  PERS
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Sec.___________ . Retirem ent system funding to b ring  fiscal y ea r  2007 contributions
closer to ac tuaria l  rate , (a) The sum o f $ 98,670,780 is appropriated from the general 
fund to the Department o f  Administration to reduce the contribution shortfall to the 
teachers’ retirement system resulting from an employers anticipated fiscal year 2007 
contribution being less than the fiscal year 2007 rate calculated by the actuary, The 
Department o f  Administration shall allocate the appropriation to the teachers' retirement 
system account o f  each employer as follows:

ALASKA DEPARTMENT OF EDUCATION 755,610
ALASKA GATEWAY SD 403,338
ALEUTIAN REGION SD 53,610
ALEUTIANS EAST BOROUGH SD 434,978
ANCHORAGE SD 31,080,150
ANNETTE ISLAND SD 257,550
BERING STRAIT SD 1.764,485
BRISTOL BAY BOROUGH SD 123,319
CHATHAM SD 169,010
CHUGACH SD 161,607
COPPER RIVER SD 404,773
CORDOVA CITY SD 313,449
CRAIG CITY SD 376,667
DELTA/GREELY SD 600,749
DENALI BOROUGH SD 353,802
DILLINGHAM CITY SD 438,140
FAIRBANKS NORTH STAR BOROUGH SD 9,664,455
GALENA CITY SD 704,214
HAINES BOROUGH SD 238,315
HOONAH CITY SD 168,485
HYDABURG CITY SD 117,656
IDITAROD AREA SD 273,013
JUNEAU BOROUGH SD 3,676,927
KAKE CITY SD 119,663
KASHUNAMIUT SD 279,614
KENAI PENINSULA BOROUGH SD 6,136,593
KETCHIKAN GATEWAY BOROUGH SD 1.653.943
KLAWOCK CITY SD 172,363
KODIAK ISLAND BOROUGH SD 2,203,895
KUSPUK SD 422,303
LAKE AND PENINSULA BOROUGH SD 649,593
LOWER KUSKOKWIM SD 3,759,830
LOWER YUKON SD 1,911,109
MATANUSKA-SUSITNA BOROUGH SD 10,161,431
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NENANA CITY SD 244,134
NOME CITY SD 514,346
NOKTH SLOPE BOROUGH SD 2,331,648
NORTHWEST ARCTIC BOROUGH SD 2,101,730
PELICAN CITY SD 20,744
PETERSBURG CITY SD 450,716
PRIBILOF SD 134,814
SAINT MARY'S SD 126,607
SITKA BOROUGH SD 1,174,120
SKAGWAY CITY SD 117,102
SOUTHEAST ISLAND SD 253,734
SOUTHEAST REGIONAL RESOURCE CENTER 134,813
SOUTHWEST REGION SD 854,893
SPECIAL EDUCATION SERVICE AGENCY 154,318
TANANA SD 51,103
UNALASKA CITY SD 440,981
UNIVERSITY OF ALASKA 6,934,933
VALDEZ CITY SD 704,644
WRANGELL PUBLIC SD 284,908
YAKUTAT SD 123,263
YUKON / KOYUKUK SD 726,339
YUKON FLATS SD 328,945
YUPIITSD 457,301

Appendix 5 -  Proposed Legislation
Appropriation to Fund Actuarial/) Required Coniri/otion - IRS
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A l a 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 r d

P R E S E N T A T IO N  T O  H O U S E  F IN A N C E  C O M M I T T E E

H B  3 7 5

April 24, 2006

Larry Semmens, Chair Report Committee 
Gary Bader, Chief Inves tm en t Officer
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T e a c h e r s '  R e t i r e m e n t  S y s t e m

P e n s io n  a n d  P o s t e m p lo y m e n t H e a l t h c a r e

A c t u a r i a l  C o n t r i b u t i o n  U n d e r  P r o j e c t e d  U n i t  C r e d i t  M e t h o d

( $  i n  m i l l i o n s ) ______________________________
w •* J. .

Fund ing
' • • .* • A-. ‘ •

Ju ly  1, 2004
s ■ *

Ju ly  1 ,200 5
•

1. Actuarial Accrued Liability $ 6,123 $ 6,499
2. Actuarial Value of Assets 3,845 3,959
3. Unfunded Actuarial Accrued Liability $ 2,278 $ 2,540
4. Funded Ratio 62.8% 60.9%
5. Annual Actuarial Contribution

-  Normal Cost $ 117 $ 119
-  Amortization of Unfunded (25) Years 146 166
-  Total Contribution $ 263 $ 285
-  % of Pay 50.46% 50.83%

6. Member Contribution
-  Amount $ 45 $ 49
-  % of Pay 8.68% 8.69%

7. Employer Required Contribution
-  Amount $ 218 $ 236

% of Pay 41.78% 42.14%

Source: Buckconsultants, March 23-24 Report to ARMB and House Ways and Means Committee
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T R S  F u n d in g  R a t io  H is t o r y  
P e n s io n  a n d  P o s t e m p lo y m e n t H e a l t h c a r e  
B a s e d  o n  V a lu a t i o n  A s s e ts
1 2 0 %

Plan Year Beginning July 1
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S o u rc e : B u c k c o n s u lta n ts ,  M a rc h  2 3 -2 4  R e p o r t  to  A R M B  a n d  H o u s e  W a y s  a n d  M e a n s  C o m m itte e  _
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P u b l i c  E m p l o y e e s '  R e t i r e m e n t  S y s t e m

P o l ic e / F i r e  a n d  O th e r s  C o m b in e d  
P e n s io n  a n d  P o s t e m p lo y m e n t H e a l t h c a r e

A c t u a r i a l  C o n t r i b u t i o n  U n d e r  P r o j e c t e d  U n i t  C r e d i t  M e t h o d

1. Actuarial Accrued Liability
2. Actuarial Value of Assets
3. Unfunded Actuarial Accrued Liability
4. Funded Ratio

$ 11,444 $ 12,8 "5
8.030 8.443

$ 3,414 $ 4,402
70.2% 65.7%

5. Annual Actuarial Contribution
-  Normal Cost
-  Amortization of Unfunded (25) Years
-  Total Contribution
-  % of Pay

$ 515
35.00%

$ 296
219

$ 623
39.27%

$ 338
285

6. iVember Contribution
-  Amount
-  % of Pay

$ 100 $ 109
6.81% 6.84%

7. Employer Required Contribution
-  Amount
-  % of Pay

$ 415 $ 514
28.19% 32.43% j

Source: Buckconsultants, March 23-24 Report to ARMB and House Ways and Means Committee

A l a 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 r d 4



PERS F u n d in g  R a t io  H is t o r y  
P e n s io n  a n d  P o s t e m p lo y m e n t H e a l t h c a r e

B a s e d  o n  V a lu a t io n  A s s e ts  Pian yea r Beginning July 1
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S o u rc e : B u c k c o n s u lta n ts ,  M a rc h  2 3 -2 4  R e p o r t  to  A R M B  a n d  H o u s e  W a y s  a n d  M e a n s  C o m m it te e  _____________________
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C o n c l u s i o n s  a n d  C o m m e n t s

• Increased employer contribution rates required for PERS and TRS

PERS TRS

2004 28.19% 41.78%

2005 32.43% 42.14%

Change +4.24% +0.36%

• Funded ratios declined over last year
PERS TRS

2004 70.2% 62.8%

2005 65.7% 60.9%

Change (4.5%) (1.9%)

Source: Buckconsultants, March 23-24 Report to ARMB and House Ways and Means Committee

A l a 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 r d 6



E x t e n d  A m o r t i z a t i o n  P e r i o d

T e a c h e r s ’ R e t i r e m e n t  S y s t e m  

E m p l o y e r  S u p p l e m e n t a l  C o n t r i b u t i o n s ,  a s  o f  J u n e  3 0 ,  2 0 0 5

($ in thousands)

A m o rtiz a tio n 
P eriod  (ye a rs )

E m p loye r 
C o n tr ib u tio n  Rate

N o rm a l C ost 
R ate

Average M em b er 
C o n trib u tio n  R ate

Past Service 
Rate

S upp lem en ta l 
C o n trib u tio n  Rate

S upp lem en ta l
C o n trib u tio n s

25 16% 21.25% 8.69% 29.58% 26.14% $146,655

30 16% 21.25% 8.69% 26.27% 22.83% $128,085

35 16% 21.25% 8.69% 24.06% 20.62% $115,686

40 16% 21.25% 8.69% 22.51% 19.07% $106,990

25 21% 21.25% 8.69% 29.58% 21.14% $118,603

30 21% 21.25% 8.69% 26.27% 17.83% $100,033

35 21% 21.25% 8.69% 24.06% 15.62% $87,634

40 21% 21.25% 8.69% 22.51% 14.07% $78,938

25 26% 21.25% 8.69% 29.58% 16.14% $90,552

30 26% 21.25% 8.69% 26.27% 12.83%
-----------

$71,981 i

35 26% 21.25% 8.69% 24.06% 10.62% $59,582

40 26% 21.25% 8.69% 22.51% 9.07% $50,886

Total Salaries: $561.038 Source: Buckconsultants

A l a 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 r d 7



E x t e n d  A m o r t i z a t i o n  P e r i o d

P u b l i c  E m p l o y e e s ’ R e t i r e m e n t  S y s t e m  

E m p l o y e r  S u p p l e m e n t a l  C o n t r i b u t i o n s ,  a s  o f  J u n e  3 0 ,  2 0 0 5

($ in thousands)

; A m o rtiz a tio n 
P eriod  (ye a rs )

E m ployer 
C o n trib u tio n  R ate

N o rm a l Cost 
R ate

A verage M em b er 
C o n trib u tio n  R ate

Past Service 
Rate

S up p le m e n ta l 
C o n trib u tio n  Rate

S upp lem en ta l
C o n trib u tio n s

25 16% 21.32% 6.84% 17.95% 16.43% $260,726

30 16% 21.32% 6.84% 15.98% 14.46% $229,464 |

35 16% 21.32% 6.84% 14.66% 13.14% $208,517

40 16% 21.32% 6.84% 13.73% 12.21% $193,759

25 21% 21.32% 6.84% 17.95% 11.43% $181,382

30 21% 21.32% 6.84% 15.98% 9.46% $150,120

35 21% 21.32% 6.84% 14.66% 8.14% $129,173

40 21% 21.32% 6.84% 13.73% 7.21% $114,415

25 26% 21.32% 6.84% 17.95% 6.43% $102,037

30 26% 21.32% 6.84% 15.98% 4.46% $70,775

35 26% 21.32% 6.84% 14.66% 3.14% $49,828

40 26% 21.32% 6.84% 13.73% 2.21% $35,070

Total Salaries: $1,586.891 S o u rc e : B u c k c o n s u lta n ts

A l a 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 r d 8



C a l c u l a t i n g  t h e  P a s t  S e r v i c e  C o s t  R a t e

(1) Accrued Liability $ 5,835,609

(2) Valuation Assets $ 3.752.285

(3) Total Unfunded Liability, (1) -  (2) $ 2,083,324

(4) Expected Unfunded Liability $ 1.749,948

(5) (Gain)/Loss, (3) -  (4) $ 333,376

(6) Amortization Factor (25 years) 16.246963

(7) (Gain)/Loss Amortization, (5) -5- (6) $ 20,519

(8) Pre-Existing Past Service Cost $ 110.359
Amortizations

(9) Total Amortization Payments, (7) + (8) $ 130,878

(10) Total Salaries $532.630

(11) Past Service Rate, (9) -r (10) 24.57%

S o u rc e :  S ta te  o f  A la s k a  T e a c h e rs ' R e tire m e n t S y s te m  a s  o f  J u n e  30 , 2 0 0 3 , M e rc e r  H u m a n  R e s o u rc e  C o n s u lt in g

A l a 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 r d 9



A l l o c a t i o n  f o r  T R S  E m p l o y e r s

• Creates a past service liability account.

• Requires an annual appropria tion.

• Payments to TRS employers, o ther than the State and University o f Alaska 
are based on 85% of the past service cost rate 3 years prior.

• Payments are pro-rated if less money appropriated than needed.

• Unexpended funds lapse at the end o f the fiscal year.

A l a 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 r d 10



A l l o c a t i o n  f o r  P E R S  E m p l o y e r s
• Creates a past service liab ility account.

• Requires an annual appropria tion.

• Payments would be made to municipalities, school districts, and REAA employers, other 
than the State and University o f Alaska and woula be based on the lesser of:

-  The past service rate and covered payroll o f the employer three years earlier less 5% .

-  The average o f the past service cost rates o f all PERS employers three years earlier 
times the employer's covered payroll three years earlier.

• Provides a 50% incentive three years later for covered employers to prepay the ir 
unfunded liability.

-  Would reward municioalities tha t are paying full rate in FY 06 on top o f the 5% 
assistance provided by the legislature.

-  Could be used to leverage the sale o f pension obligation bonds.

-  Could be used by municipalities w ith large cash balances to transfe r 50% o f the 
liab ility to the state.

• Payments are pro-rated if less money appropriated than needed.

• Unexpended funds lapse at the end o f the fiscal year.

A l a 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 r d 11



Employer

A

B

H B  3 7 5  P a s t  S e r v i c e  C a l c u l a t i o n s

Employer Employer Past Employer Past Average Past Service Lower of
Covered Payroll Services Rate Service Rate 3 years Rate of A ll Employers Actual less 5% Computation Cost to

3 years Earlier or Average on Rate State3 years Earlier 3 years Earlier Earlier less 50/c

138,265,234 15.54% 10.54% 14.87% 10.54% 10.54% 14,573,156

6,673,054 111.34% 106.34% 14.87% 14.87% 14.87% 992,283

6,673,054 19.87% 14.87° 14.87% 14.87% 14.87% 992,283

A l a 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 r d 12



S o l u t i o n  G o a l s

• Full Funding within 30 years

• Not cause severe disruption in public service

• State should participate in solution

• Accelerated contributions from employers should be rewarded

• State support should be equitable

• Should minimize supplanting Federal and other non-general fund costs

A l a 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 r d 1 3



A l a 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 r d

P R E S E N T A T IO N  o n  

H B  3 7 5

Larry Semmens, Chair Report Committee 
Gary Bader, Chief Investm en t Officer
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T e a c h e r s '  R e t i r e m e n t  S y s t e m

P e n s io n  a n d  P o s t e m p lo y m e n t H e a l t h c a r e

A c t u a r i a l  C o n t r i b u t i o n  U n d e r  P r o j e c t e d  U n i t  C r e d i t  M e t h o d

( $  i n  m i l l i o n s ) _______________________________

Funding July 1. 2004\ Duly 1;, 2005
/V •*

1. Actuarial Accrued Liability $ 6,123 $ 6,499
2. Actuarial Value of Assets 3.845 3.959
3. Unfunded Actuarial Accrued Liability $” 2,278 ST 2,540
4. Funded Ratio 62.8% 60.9%
5. Annual Actuarial Contribution
-  Normal Cost $ 117 $ 119
-  Amortization of Unfunded (25) Years 146 166
-  Total Contribution $ 263 $ 285
-  % of Pay 50.46% 50.83%

6. Member Contribution
-  Amount $ 45 $ 49
-  % of Pay 8.68% 8.69%

7. Employer Required Contribution
-  Amount $ 218 $ 236

% of Pay 41.78% 42.14%

S o u rc e : B u c k c o n s u lta n ts , M a rc h  2 3 -2 4  R e p o r t  to  A R M B  a n d  H o u s e  W a y s  a n d  M e a n s  C o m m itte e
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T R S  F u n d in g  R a t io  H is t o r y  
P e n s io n  a n d  P o s t e m p lo y m e n t H e a l t h c a r e  

B a s e d  o n  V a lu a t io n  A s s e ts
1 2 0 %

Plan Year Beginning July 1
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S o u rc e : B u c k c o n s u lta n ts , M a rc h  2 3 -2 4  R e p o r t to  A R M B  a n d  H o u s e  W a y s  a n d  M e a n s  C o m m itte e  ________________________
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P u b l i c  E m p l o y e e s '  R e t i r e m e n t  S y s t e m

P o l i c e / F i r e  a n d  O th e r s  C o m b in e d  
P e n s io n  a n d  P o s t e m p lo y m e n t H e a l t h c a r e

A c t u a r i a l  C o n t r i b u t i o n  U n d e r  P r o j e c t e d  U n i t  C r e d i t  M e t h o d

($ in m illio n s )_____________________

Funding
c .

July 1. 2004 July 1, 2005

1. Actuarial Accrued Liability $ 11,444 $ 12,845
2. Actuarial Value of Assets 8.030 8.443
3. Unfunded Actuarial Accrued Liability $" 3,414 $ 4,402
4. Funded Ratio 70.2% 65.7%
5. Annual Actuarial Contribution
-  Normal Cost $ 296 $ 338
-  Amortization of Unfunded (25) Years 219 285
-  Total Contribution $ 515 $ 623
-  % of Pay 35.00% 39.27%

6 . Member Contribution
-  Amount $ 100 $ 109
- % of Pay 6 81% 6.84%

7. Employer Required Contribution
-  Amount $ 415 $ 514

% of Pay 28.19% 32.43%

S o u rc e : B u c k c o n s u lta n ts . M a rc h  2 3 -2 4  R e p o r t  to  A R M B  a n d  H o u s e  W a y s  a n d  M e a n s  C o m m itte e

A l a 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 r d 4



P ER S F u n d in g  R a t io  H is t o r y
P e n s io n  a n d  P o s t e m p lo y m e n t H e a l t h c a r e

B a s e d  o n  V a lu a t io n  A s s e ts  Plan ye a r Beginning July 1
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S o u rc e : B u c k c o n s u lta n ts . M a rc h  2 3 -2 4  R e p o r t to  A R M B  a n d  H o u s e  W a y s  a n d  M e a n s  C o m m itte e
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C o n c l u s i o n s  a n d  C o m m e n t s

• Increased employer contribution rates required for PERS and TRS

PERS TRS

2004 28.19% 41.73%

2005 32.43% 42.14%

Change +4.24% +0.36%

• Funded ratios declined over last year
PERS TRS

2004 70.2% 62.8%

2005 65.7% 60.9%

Change (4.5% ) (1.9% )

S o u rc e : B u c k c o n s u lta n ts , M a rc h  2 3 -2 4  R e p o r t to  A R M B  a n d  H o u s e  W a y s  a n d  M e a n s  C o m m itte e

A l a 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 r d 6



E x t e n d  A m o r t i z a t i o n  P e r i o d

T e a c h e r s ’ R e t i r e m e n t  S y s t e m  

E m p l o y e r  S u p p l e m e n t a l  C o n t r i b u t i o n s ,  a s  o f  J u n e  3 0 ,  2 0 0 5

($ in thousands)

A m ortization  
P eriod  (y ea rs )

Em ployer 
C on tribu tion  R a te

Norm al Cost 
R a te

A verage  M em ber 
Contribution  R a te

P a s t  Service 
R a te

S u pp lem en ta l  
Contribution  R a te

S u pp lem en ta l
Contribu tions

25 16% 21.25% 8.69% 29.58% 26.14% $146,655

30 16% 21.25% 8.69% 26.27% 22.83% $128,085

35 16% 21.25% 8.69% 24.06% 20.62% $115,686

40 16% 21.25% 8.69% 22.51% 19.07% $106,990

25 21% 21.25% 8.69% 29.58% 21.14% $118,603

30 21% 21.25% 8.69% 26.27% 17.83% $100,033

I 35 21% 21.25% 8.69% 24.06% 15.62% $87,634

40 21% 21.25% 8.69% 22.51% 14.07% $78,938 !

25 26% 21.25% 8.69% 29.58% 16.14% $90,552

30 26% 21.25% 8.69% 26.27% 12.83% $71,981

35 2u/o 21.25% 8.69% 24.06% 10.62% $59,582

10 26% 21.25% 8.69% 22.51% 9.07% $50,886

Total Salaries: $561,038 S o u rc e : B u c k c o n s u lta n ts

A l a 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 r d



E x t e n d  A m o r t i z a t i o n  P e r i o d

P u b l i c  E m p l o y e e s ’ R e t i r e m e n t  S y s t e m  

E m p l o y e r  S u p p l e m e n t a l  C o n t r i b u t i o n s ,  a s  o f  J u n e  3 0 , 2 0 0 5

($ in thousands)

A m ortization  
| Period  (y ea rs )

Em ployer 
Contribu tion  R a te

Normal Cost 
R a te

A verage M em ber 
Contribu tion  R a te

P a s t  Service 
R ate

S u p p lem en ta l  
C on tribu tion  R a te

Supp lem en ta l
Contribu tions

25 16% 21.32% 6.84% 17.95% 16.43% $260,726

30 16% 21.32% 6.84% 15.98% 14.46% $229,464

35 16% 21.32% 6.84% 14.66% 13.14% $208,517

! 40 16% 21.32% 6.84% 13.73% 12.21% $193,759

25 21% 21.32% 6.84% 17.95% 11.43% $181,382

i 30 21% 21.32% 6.84% 15.98% 9.46% $150,120 :

35 21% 21.32% 6.84% 14.66% 8.14% $129,173

40 21% 21.32% 6.84% 13.73% 7.21% $114,415

25 26% 21.32% 6.84% 17.95% 6.43% $102,037

30 26% 21.32% 6.84% 15.98% 4.46% $70,775

35 26% 21.32% 6.84% 14.66% 3.14% $49,828

40 26% 2 1.32% 6.84% 13.73% 2.21% $35,070 j

Total Salaries: $1,586,891 Source: Buckconsultants

A l a 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 r d 8



C a l c u l a t i n g  t h e  P a s t  S e r v i c e  C o s t  R a t e

(1) Accrued Liability $ 5,835,609

(2) Valuation A sse b  $ 3.752.285

(3) Total Unfunded Liability, (1) -  (2) $ 2,083 ,324

(4) Expected Unfunded Liability $ 1.749.948

(5) (Gain)/Loss, (3) -  (4) $ 333,376

(6) Amortization Factor (25 years) J 6 .246963

(7) (Gain)/Loss Amortization, (5) -s- (6) $ 20,519

(8) Pre-Existing Past Service Cost $ 110.359
Amortizations

(9) Total Amortization Paym ents, (7) +  (8) $ 130,878

(10) Total Salaries $532.630

(11) Past Service Rate, (9) -r (10) 24 .57%

S o u rc e : S ta te  o f  A la s k a  T e a c h e rs ' R e tire m e n t S y s te m  a s  o f  J u n e  30 , 2 0 0 3 , M e rc e r  H u m a n  R e s o u rc e  C o n s u lt in g

A l a 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 r d 9



A l l o c a t i o n  f o r  T R S  E m p l o y e r s

•  C re a te s  a p a s t  s e rv ic e  l ia b i l i t y  a c c o u n t .

•  R e q u ire s  a n  a n n u a l a p p r o p r ia t io n .

•  P a y m e n ts  to  T R S  e m p lo y e rs ,  o t h e r  th a n  t h e  S ta te  a n d  U n iv e r s i t y  o f  A la s k a  

a re  b a s e d  o n  8 5 %  o f  th e  p a s t  s e r v ic e  c o s t  r a te  3  y e a rs  p r io r .

•  P a y m e n ts  a re  p r o - r a te d  i f  le s s  m o n e y  a p p r o p r ia te d  th a n  n e e d e d .

•  U n e x p e n d e d  fu n d s  la p s e  a t  t h e  e n d  o f  t h e  f is c a l y e a r .

A l a 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 r d 10



A l l o c a t i o n  f o r  P E R S  E m p l o y e r s

•  C re a te s  a  p a s t  s e r v ic e  l ia b i l i t y  a c c o u n t .

•  R e q u ire s  a n  a n n u a l a p p r o p r ia t io n .

•  P a y m e n ts  w o u ld  b e  m a d e  to  m u n ic ip a l i t ie s ,  s c h o o l d is t r ic t s ,  a n d  R E A A  e m p lo y e r s ,  o th e r  

th a n  t h e  S ta te  a n d  U n iv e r s i t y  o f  A la s k a .

•  P a y m e n ts  a r e  b a s e d  o n  8 5 %  o f  t h e  e m p lo y e r 's  p a s t  s e r v ic e  c o s t  r a te  3  y e a r s  p r io r .

•  P ro v id e s  a  5 0 %  in c e n t iv e  th r e e  y e a rs  la te r  f o r  c o v e re d  e m p lo y e r s  t h a t  p r e p a id  t h e i r

u n fu n d e d  l ia b i l i t y .

-  W o u ld  r e w a r d  m u n ic ip a l i t ie s  t h a t  a r e  p a y in g  fu l l  r a te  in  FY 0 6  o n  t o p  o f  t h e  5 %  

a s s is ta n c e  p r o v id e d  b y  th e  le g is la tu r e .

-  C o u ld  b e  u s e d  t o  le v e ra g e  th e  s a le  o f  p e n s io n  o b l ig a t io n  b o n d s .

-  C o u ld  b e  u s e d  b y  m u n ic ip a l i t ie s  w i t h  la rg e  c a s h  b a la n c e s  to  t r a n s fe r  5 0 %  o f  th e  

l ia b i l i t y  t o  t h e  s ta te .

•  P a y m e n ts  a re  p r o - r a te d  i f  le s s  m o n e y  a p p r o p r ia te d  th a n  n e e d e d .

•  U n e x p e n d e d  fu n d s  la p s e  a t  th e  e n d  o f  t h e  f is c a l y e a r .

A l a 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 r d 11



S o l u t i o n  G o a l s

• Full Funding within 30 years

• Not cause severe disruption in public service

• State should participate in solution

• Accelerated contributions from employers should be rewarded

• State support should be equitable

• Should minimize supplanting Federal and other non-general fund costs

A l a s k a  R e t i r e m e n t  M a n a g e m e n t  B e a r d 12





A l a s k a  S t a t e  L e g i s l a t u r e

Interim:
145 Main St. Loop, Suite 220 
Kcnai, AK 99611 
Phone: (907) 283-7223 
Fax: (907)283-7184

Session:
Alaska State Capitol, Room 505

Fax: (907)465-2833 
7V)// Free: (800) 469-3779

Juneau, AK 99801-1182 
Phone: (907) 465-3779

R e p re s e n ta tiv e  M ik e  C h e n a u l t
District 34

S p o n s o r  S ta te m e n t
H B  399

Title: "An Act establishing the office o f elder fraud and assistance; and relating to fraud 
involving older A laskans.”

Elder financial abuse is a crime that is on the rise and is a growing problem in Alaska. Financial 
abuse takes many forms, including credit card fraud, real estate scams, identity theft and 
burglary. Even though reports of elder financial abuse are growing, estimates indicate that only 
1 in 25 of these cases are reported. A study conducted by The National Center on Elder Abuse 
(NCEA) found that for every reported case of elder abuse, another five cases went unreported.

Elderly victims of  financial abuse can suffer declining physical and emotional well being, 
depression, reliance on public benefits and even death. A possible reason why elders are 
targeted is because seventy percent of the nation’s net worth is owned by those aged 50 and 
older. Other explanations include the fact that older people are more trusting, that they may not 
realize the value of their assets, and that they are easily identifiable as victims In addition, they 
are more likely to have conditions or disabilities that make them easy targits. They are also less 
likely to take action against their abusers, especially if the abuser is a family member. Abusers 
may also recognize that older people who are in extremely poor health may not survive long 
enough to follow through legally.

To combat fraud against ciders, effective state responses require collaboration by a range o f state 
and local agencies, including law enforcement, adult protective services, victim service agencies 
and private partners. However, coordination remains a major challenge and the lack of 
interagency coordination means that victims remain hidden, This bill would help ensure the 
necessary coordination among agencies to address this problem.

HB 399 establishes an office of elder fraud and assistance within the Office of Public Advocacy 
(OPA) to investigate complaints of fraud committed against elder residents of Alaska. This bill 
authorizes OPA to bring civil enforcement actions for injunctive and other relief for fraud 
committed against older Alaska .



A la s k a  S ta te  L e g is la tu re

S l a t e  C a p i t o l ,  R o o m  5 0 5

J u n e a u .  A K  9 9 8 0 1 - 1 1 8 2

P h o n e :  4 6 5 - 3 7 7 9

F a x :  4 6 5 - 2 8 3 3

T o l l  F r e e  ( 8 0 0 )  4 6 5 - 3 7 7 9

Represen ta tive . M ike_Chenau ll@ lcg is .s ta te .ak .us

1 4 5  M a i n  S t .  L o o p  

S e c o n d  F l o o r  

K e n a i ,  A l a s k a  9 9 6 1 1  

P h o n e :  9 0 7 - 2 8 3 - 7 2 2 3  

F a x :  9 0 7 - 2 8 3 - 7 1 8 4

Representative Mike Chenault
D i s t r i c t  3 4

Memorandum

Date: April 27,2006

To: Senator Thcrriault, Chair
Senate State Affairs Committee

From: Representative Mike Chenault

Subject: CS for House Bill 399 (FIN)

Please schedule CS for House Bill 399 (FIN) to be heard in the Senate State Affairs Committee at 
your earliest convenience. This bill would establish an Office of Elder Fraud and Assistance, 
within the Office of Public Advocacy, to help assist and protect elders who are victims of fraud in 
Alaska.

If you have any questions regarding this bill, please contact Sue Wright in my office at (907) 465- 
3779.

I

mailto:Mike_Chenaull@lcgis.state.ak.us


By Carrie Abner

A s  m a n y  a s 5 m i l l i o n  e ld e r l y  A m e r i c a n s  a m  v ic t im s  o f  f in a n c ia l e x p l o i t a t i o n  e a c h  y e a r  

a l t h o u g h  e s t im a t e s  s u g g e s t t h a t v i c t im s  r e p o r t  t h e  c r im e  in  o n ly  o n e  o f  2 5  ca s e s . 

S ta te s  a r e  b e g in n in g  t o  r e c o g n iz e  th is  g r o w in g  t r e n d  a n d  a r e  w o r k i n g  t o  s t o p  t h e  a b u s e .

I n  ; t  M a n ' l l  2 0 0 5  a d d r e s s  a n n o u n c i n g  a  n e w  i n i t i a t i v e  t o  

c o m b a t  t i n . i n u a l  e x p l o i t a t i o n  a g a i n s t  t h e  e l d e r l y  i n  

I l l i n o i s ,  v . i .  R o d  H l a g o j e v i c l i  s a i d .  " O u r  s e n i o r s  h a v e  

w m k e d  h a r d ,  r a i s e d  t h e i r  f a m i l i e s  a n d  t h e y  d e s e r v e  a  

p e a c e f u l  a n d  s a f e  r e t i r e m e n t . "  T h e  g o v e r n o r  c r e a t e d  a  

s p e c i a l  s t a t e w i d e  u n i t  o l  i n v e s t i g a t o r s  t o  p r o v i d e  a  v a r t  

e t y  o f  s e r v i c e s  t o  s e n i o r s ,  i n c l u d i n g  i n v e s t i g a t i o n  o l  

f i n a n c i a l  a b u s e  c a s e s ,  a d v o c a c y  a n d  e d u c a t i o n .  I l i e  

n e e d  f o r  s u c h  s t a t e - l e d  i n i t i a t i v e s  i s  g r o w i n g .

I n  M i s s o u r i ,  a  9 1 - v c a r  o l d  w o m a n  l i v e s  i n  a  n u r s i n g  h o m e  

A l t h o u g h  m e n i a l l y  c o m p e t e n t ,  s h e  w a s  t a k e n  t o  t h e  f a c i l i t y  f o i  

a  v i s i t  a n d  l e f t  t h e r e  W h i l e  i n  t h e  n u r s i n g  h o m e ,  s h e  l e a r n e d  

t h a t  o n e  o l  h e r  f a r m s  a n d  a  n u m b e r  o f  h e r  h o u s e h o l d  i t e m s  h a d

18 state news august 2005

b e e n  so ld S o m e o n e  s h e  m i s l e d  h a d  o b t a i n e d  p o w e r  o l  . u m i  

n c y  w h e n  s h e  w a s  e x t r e m e l y  i l l  a n d  h o s p i t a l i z e d  S h e  h a d  n o  

m e m o r y  o f  s i c n i u g  t h e  d o c u m e n t  a n d  h a d  n o  i n t e n t i o n  o l  s e l l  

m g  a n y  o f  h e r  p r o p e r t y .

I n  O r e g o n ,  a n  e l d e r l y  w o m a n  w a s  l i v  m g  a l o n e .  \ i  t h e  a g e  o l  

‘ H i .  s h e  w a s  i l e a l ,  p a r t i a l l y  b l i n d  a n d  i n  a  w l i c e l c l i a i r  S h e  h i r e d  

a  I u l l - t l i n e  c a r e g i v e r ,  w h o  b i l k e d  h e r  o u t  o l  S S h . l H H )  b e t w e e n  

M a r c h  a n d  S e p t e m b e r  I W 9 .  d r a i n i n g  h e r  a c c o u n t s  c o m p l e t e  

l y .  S a d l y ,  t h e  w o m a n  s  f a m i l y  a n d  p u b l i i  o l l i o i a l s  o n l y  

b e c a m e  a w a i c  o l  t h e  a b u s e  f o l l o w i n g  h e r  d e a t h

W h i l e  t h e s e  t r u e  l i l c  c a s e s ,  r e p o r t e d  t o  s t a l e  a n d  l o c a l  o l l i  

c i a l s .  m a y  s e e m  e x l r e m c .  l l i e y  u n f o r t u n a t e l y  r e p r e s e n t  a  g r o w  

m e  c r i s i s  m  t h e  I ' m i e d  S l a t e s .  T o o  m a n v  A m e r i c a n s  l n n l  t h e n

S t a t e s  a d d r e s s  

t h e  s i l e n t  

e p i d e m i c  o f  

e l d e r l y  f i n a n c i a l  

v i c t i m i z a t i o n



"g o ld e n  ye a rs " a lim e  lo  re lax and e n jo y la m ily  and fr ie n d s 

sto len fro m  them  as a resu lt o f  f in a n c ia l e x p lo ita t io n  and abuse.

A Grow ing Crisis
The N a tio na l C en te r on i- ld e i A huse (N C I A ) de fines e lde r 

fin a n c ia l e x p lo ita tio n as "th e  ille g a l o r im p ro p e i use o f an e ld e r 's 

funds , p io p e rty o r asse ts." A cco rd in g  to Paul ( iie c n w o v x l. the lead 

p rosecu to r on sen io r ahusc cases m San D ie g o C oun ty . C a lifo rn ia , 

fin a n c ia l ahuse lakes many fo rm s , in c lu d in g  c re d it card fraud , real 

estate scams, id e n tify the ft and bu rg la ry

A n d  repo rts o l e ld e r fin a n c ia l e x p lo ita t io n , expe rts say. are on 

the rise

R epo rte d eases o l e ld e r fin a n c ia l e x p lo ita t io n  hav e m o re than 

tr ip le d  m O regon s in ce 1993. R ep resen ta tive s o f the l i ld e r Sate 

P ro g ram  in W ash in g to n C ou n ty . O re g o n , recen tly no ted that 

sen io r c i l t /e n s  in tha t coun ty los t a lm os t S2 m il l io n  to fin a n c ia l 

e x p lo ita t io n  and c r im e  in 2IMM A n d  coun ty o f f ic ia ls  es tim a te 

tha t ac tua l losses may he even g re a te r due lo  gross u n d e rre p o rt­

in g o f su i li c rim e s . A c c o rd in  o Joyce D cM o n nm . c o o rd in a to r

lo r the p ro g ram . "W h i le  tlu  lum b e r is s h o c k in g ly h ig h , vvc 

know it is s t il l ,i fra c t io n  o f i l ic  am oun t o f money sen io rs los t in 

W ash in g to n C oun ty last y e a r "  She adds tha t true losses to  

W ash in g to n C oun ty sen io rs c o u ld  to ta l $10 m ill io n .

" I - l ik - i fin a n c ia l ahusc is a c r im e  o f o p p o r tu n ity  and i t ’ s on the 

i is c . " sa iti M a in e A tto rn e y C ienera l S teven R ow e to p a r iic ip a n ts 

at a M ay 2004 con fe re n ce on e ld e r abuse. "Seventy percen t o l 

the n a tio n 's  net w o r th  is ow n e d by those aged 50 o r o ld e r. Phis 

makes sen io rs a r ic h  ta rge t fo r t y  pe rcen t o f a ll repo rte d c id e r 

abuse cases in v o lv e  fin a n c ia l e x p lo ita t io n . '*

A cco rd in g to R ow e . M a in e 's Bureau o f H d c r and A d u lt 

Sen ices tc fe r iv d  subs tan tia ted cases to ta lin g more llin i i S22 m il 

lio n to the A tto rney G ene ra l's O ff ic e  between July 2001 and May 

2004. The average v ic t im  ic |x n v d  lo s ing ">39.00(1. Row e said.

\ \  b ile  reports o l e lde r fin a n c ia l abuse are increas ing ly com m on , 

expe rts are unaware o l the true scope- o f the cris is na lionw ide 

I ik e  o th e r fo rm s o l e lile i abuse , few cases o l fin a n c ia l 

e x p lo ita t io n  are re po rte d lo  o t l ie ia ls  A  study co n d u c te d by 

N C I A m  190S fo u n d tha t fo r eve ry re po rte d case o f e ld e r abuse, 

a iio lh c i l iv e  cases vvctit u n ic p o ito d  A n d e lde rs are less lik e ly lo 

te|>orl in c id e n ts o l f in a n c ia l e x p lo ita t io n  than any o th e r ca te g o ­

ry o f abuse , a cc o rd in g to a papc i In  I'lie  A ic lis lo n e  I'o u iu la l io n  

N C I'.A  recen tly c ite i le s t im a te s  in d ic a t in g  tha t on ly I in 25 cases 

o l e ld e r fin a n c ia l ahuse is repo rte d to o f l ic iu ls . sugges tin g that 

as m any as 5 m il l io n  sen io rs may be v ic t im s o l Im .in c iu l 

e x p lo i ia l io n  each year

A nd as the I S .  p o p u la t io n  ages, the in c id e n ce o l e ld e r f in a n ­

c ia l ahuse is lik e ly to  rise In 2<HM>. the re w e re an es tim a te d 35 

m il l io n  in d iv id u a ls  age 65 o r o ld e r in the I n ile d S la tes , c o m ­

p r is in g  nea rly 13 pe rc 'c iii o l the to ta l p o p u la t io n  I lie fe d e ra l 

In te ragency I 'o ru n i on A g in g  R e la ted S ta tis tic s repo rts tha t the 

s i/e  o t the o ld e r p o p u la t io n  is expec te d to  dou b le by J i t 30. 

g ro w in g  to  70 m ill io n . This w i l l crea te an even la rge r |x«pula 

lio n  o l sen io rs vu ln e ra b le  to  fin a n c ia l e x p lo ita t io n .

A c c o rd in g  to  a re po rt issued in 2002 by the N a tio n a l 

Research C o u n c il, “ T h e occu rre n ce and seve rity o f e lile i m is 

tre a tm en t are lik e ly to  increase n u k c d ly o ve r the c o in in g  

decades, as the |N ip iila l io n  ages, c a n -g iv in g  re s p o n s ib ilit ie s and

“The occurrence and severity of elder 

mistreatment are likely to increase 
markedly over the coming decades, as the 

population ages, caregiving responsibilities 
and relationships change, and increasing 

numbers of older persons require 

long-term care,”
— T h e  N a t i o n a l  R e s e a r c h  C o u n c i l

“ Elder financial abuse 

is a crime of opportunity and 

it’s on the rise."

—Maine Attorney General Steven Rowe



re la tio n sh ip s change , and in c re a s in g 

num be rs o f o ld e r persons re q u ire  long 

te rm  ca re ."

The Cost o f Abuse
W h ile  l i t t le  is kn ow n abou t the exac t 

cos ts a sso c ia te d w ith  e ld e r abuse , 

expe rts no te they are lik e ly s ig n if ic a n t 

"W h e n e ld e r a ln ise v ic t im s lose then 

homes o r fin a n c ia l re sou icc s il i r o u g li 

e x p lo ita t io n  and end up in a nu rs in g 

hom e on M e d ic a id  o r in go ve rnm en t 

subs id ized hous in g , the ta xpaye rs p ic k 

up those co s ts ," no ted I.o n  S tjc g c l o l 

the A m e r ic a n  B a r A s s o c ia t io n 's  

C om m is s io n on I.aw and A g in g  at a 

2IHI.3 hea rin g o l the U .S . Jud ic ia ry 

( ’o n iiim te e . “ W hen e ld e r abase v ic t im s 

need se rv ice s l im n  adu t p ro te c tio n 

p rog ram s , lo n g -te rm  care om bud sm an 

p rog ram s , sta te regu la to ry agenc ies , 

law en fo rc em en t agenc ies , p rosecu to rs , 

p u h li i gua rd ian - o r the resou rces o l a co u rt sys tem  i "  he lp pm  

lec l them  fro m  fu r th e r ahuse. the ta xpaye rs hear those cos ts " 

T he cos t in  the e ld e rly v ic t im s is equa lly D ou b lin g 

“ Lo s in g the fru its o f a lile i im o 's  laho i th rough fin a iic i. il 

e xp lo ita tio n can I v  devas ta tin g ." said a recent paper on c ld c i 

fin an c ia l c rim es by N C I \  and the G o ldm an Ins titu te on A g ing . 

" I i may com p rom ise v ic t im s ’ m d e |v i id e ii ic  and scc im iy , desitoy 

legacies and lead to  depress ion . ho|)e lessiiess 01 even su ic ide 
A lth ough fin a n c ia l c rim es are com m itte d against members u | a ll 

age groups, the im pact is p a r iic u la ily great on the e lde rly

l ot se tiio is . v ic t im iz . it it i l l t .m  mean the loss o ! life lo n g  s.iv 

mgs and pens ion bene fits \s  a ic s u l i . e ld e r v ic t im s may Im d 

them se lves sudden ly dependen t on p u h l i i assis tance p rog ram s 

o r g o in g  w ith o u t lo o d . m e d ic a tio n o r o th e r necessities

\ i  a 1999 he a iin g o l the t S Senate Itu lic ia ry C om nu lie e . 

Susan H e rm an o l the N a tio n a l C en te r lo r V ic t im s o l C r im e 

noted thru f in a n c ia l e x p lo ita t io n  o l ih c e lr le rly can have se iions , 

life lo n g  im pac ts to r v ic t im s "G e n e ra lly , sen io r c it iz e n s do not 

have Ih c lim e  o r o p p o r tu n ity lo r fin a n c ia l recove ry ih e ir 

p r im e ea rn in g years arc beh in d them  \ i  a lim e  w hen one lues 

lo  conse rve assets, a b low  lo l iu a iu  i.il security is o l ie n a  pc im a 

nenl and l ife  ih re a lem ng se tb a c k ." she sta led

Challenges for State Officials
As sta le and lo ca l o f f ic ia ls  Ity to address ih c in c re d ib ly com  

p lex p ro b lem  o f e ld e r fin a n c ia l abuse, tires la ce a m in i lv i <u 

cha llenges

I xpons p o in t o u t tha t sen io rs ate un iq u e ly su ln e ia h le  in 

fin a n c ia l e x p lo ita t io n . M any liv e  independen tly and are iso l.u

e d  f r o m  d i e  r e s t  o l  t h e  c o m m u n i t y ,  

h i t l e r s  t e n d  t o  h e  h o m e  d u r i n g  t h e  

d a y .  m o r e  t r u s t i n g  o l  s t r a n g e r s ,  l e s s  

l i k e l y  l o  r e p o r t  e x p l o i t a t i o n  a n d  

i n c r e a s i n g l y  d e p e n d e n t  o n  o t h e r s  

l o r  d a i l y  t a s k s ,  s u c h  a s  h o m e  

r e p a i r s .  / A m e r i c a n  s e n i o r s  a l s o  h o l d  

a  d i s p r o p o r t i o n a t e  p e r c e n t a g e  o l  t h e  

c o u n t r y ' s  w e a l t h  a n d  o f t e n  h a v e  

q u i c k  a c c e s s  l o  s i g n i f i c a n t  a m o u n t s  

o l  c a s h  t o g e t h e r ,  t h e s e  f a c t o r s  r e n  

d c r  s e n i o r s  n i  h i g h  t i s k  o f  b e c o m i n g  

v i c t i m s  o l  f i n a n c i a l  e x p l o i t a t i o n  

a n d  I r a u d

V e t .  l i t t l e  i s  k n o w n  a b o u t  t h e  

e x t e n t  o f  f i n a n c i a l  c r i m e s  a g a i n s t  t h e  

e l d e r l y  W h i l e  s o m e  r e s e a r c h  h a s  

b e e n  i  o m l i i c t e d  o n  e l d e r l y  v i c l i m i / a  

t u r n  b y  t e l e m a r k e t i n g  f r a u d s ,  o n l y  

l i m i t e d  i n f o r m a l  i n n  e x i s t s  o n  o t h e r  

a r e a s  o t  e l d e r  f i n a n c i a l  a b u s e ,  

i n c l u d i n g  I  r a u d  a n d  i h c l l  b y  l a m i l y  

m c u i b t ' i s  a n d  d o m c s i i c  c a i e g i v c i s  

I i n i l i c r  c o m p l i c a t i n g  t h e  m a i l e r  i s  t h e  l a c i  i l i . i t  l e w  c a s e s  o f  

e l i l e i  f i n a n c i a l  a b u s e  a r e  r c p o i l e d  l o  o l l i c i a l s  A c c o i d m g  t o  

e x p e r t s ,  s e n i o r s  m a y  h e  l e l u c l a t i l  l o  r e p o r t  s u c h  c r i m e s  a g a m s i  

I  h e m  o u t  o l  s h a m e  o r  e m b a r r a s s m e n t  l o r  o t h e r  a g i n g  a d u l t s ,  

f i n a n c i a l  m a i l e r s  r e m a i n  a  t a b o o  s u b j e c t  n o t  o n e  t h a t  i s  d i s  

c u s s e d  o p e n l y  S o m e  m a y  l e a r  b e i n g  s e e n  a s  i n c o m p e t e n t ,  o r  

w o r s e .  I v m g  d e p r i v e d  o l  t h e n  i i u l e p c n d e n e e  s h o u l d  i l i e v  n - p o r i  

h a v i n g  b e e n  d e l i . i n d o d .  I . f i l e r s  w h o  a r e  v i e t m u z e d  h v  l a m i l y  

m e m b e r s ,  m e a n w h i l e ,  m a y  h e  h e s i i a n l  l o  r e p o r t  c r i m e s  a g a i n s t  

i l i c m .  r e l t i i  l a m  l o  g e l  l o v e d  ones i n  t r o u b l e

I x p e iis a lso p o itu ou t d i l f ic u l l te s  m le g u la t in g  in -h om e care 

prov n le is . one o l the lastes i g row mg |oh segm ents m  (lie conn 

i i v l i i i l iv id u . i l ca re g ive rs are ra re ly sub je c ted to backg round 

i lu ' i k s . w h ic h  poses a m a jo r usk to  ifie w e ll be ing o l e lde rs 

( i iv c n w o o d  repo rts . " I f i e  m a |o n ty o l cases I prosecu te now are 

c o n v ic lc t l le lo n s . h ik in g ca re o f the e ld e rly

V n o t l i c i  i l i a l l e n . e e  f i n  s t a l e  l e a i l c i s  i s  i f i e  c o m p l e x i t y  o l  e l d e r  

f i n a n c i a l  a b u s e  a m i  t h e  n e e d  f o r  i n t e r a g e n c y  c o o r d i n a t i o n  a t  

s t a l e  a n d  l o c a l  l e v e l s  I i k e  o t h e r  l o r m s  o f  e l d e r  a b u s e ,  e l l c c l i v e  

state r e s p o n s e s  t o  f i n a n c i a l  e x p l o i t a t i o n  r e q u i r e  c o l l a h o i . i t i o i i  

I w  a  l a i i g c  o l  s t a l e  a n d  l o c a l  a g e i k i c s ,  i n c l u d i n g  l a w  e n f o r c e  

m e n i .  a d u l l  p r o t e c t i v e  s e i v i c e s ,  v i c t i m  s e r v i c e  a g e n c i e s  a n d  

p r i v a t e  p a i l n c i s  W i i h o u i  . i d e q n a l e  m e c h a n i s m s  i n  p l a c e  l o t  

m i c i a g e n c y  c o o r d i n a t i o n ,  l o r  e x a m p l e .  m e i i l e n l s  o l  e l i l e i  t r a u d  

r e p o r t e d  t o  A C S  m a y  n e v e r  I v  p a s s e d  o n  t o  l a w  c i i l o r c c m c n i  

o l l i c i a l s .  p r e v a i l i n g  p i o s c c i i l i n u  o l  c . i e - s  a n d  l e s t i t u i i o i i  t o  

e l d e r  v i c t i m s  A c t .  n i o r d i i K i i i o i i  r e m a i n s  a  i n . n o r  c h a l l e n g e  ! < > i  

s l a t e s  d u e  t o  l i m i t e d  a g e n c y  m a n d a t e s ,  f i n i t e  i x - s m i i c c s ,  c o m p e l  

m g  p i i o r u i e s  a n d  w m k  l o r c c  s h o r t a g e s

“When elder abuse vic- 
tir; " 'ose their homes 
or financial resources 
through exploitation 

and end up in a nursing 
home on Medicaid or in 
government-subsidized 
housing, the taxpayers 
pick up those costs.”

I .o n  Sriegc l

A & A ' v  C o m m i s s i o n  o n  L a w  a n d  A g j r i g
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I 'A p c r ls ca u t io n  tha t the la c k o l c o o rd in a t io n  can he disas 

trous to r e ld e r v ic t im s . A cco rd in g ! to  A . K ic k c i H am ilto n , p ro ­

te c tiv e p ro g ram  a dm in is tra to r lo r M a in e  and past p res iden t o l 

the N a t io n a l A d u lt P ro te c t io n S e rv ice s A s s o c ia t io n , the la ck o t 

in te ra g en cy c o o rd in a t io n  means tha t " v ic t im s  rem a in h idden , 

l i ld c r ahuse co n tin u e s to he unde te c ted and unde rre po rte d . W e 

need to d e v e lo p  a sys tem ic response lo  e ld e i abuse be fo re we 

becom e v ic t im s ."

States Respond
Desp ite these and o th e r cha lle n ge s , sta tes are becom ing 

in c re a s in g ly aw a re o l e ld e r f in a n c ia l abuse and are ta k in g  steps 

to address the p ro b lem  th ro u g h le g is la t iv e  and p ro g ram m a tic 

in it ia t iv e s .

f o r  in s ta n ce , in a 2(KiA su rvey by the N a tio n a l A s so c ia t io n o l 

A du lt P ro te c t iv e  S e rv ices A dm in is t ra to rs . 2b ou t o f the As 

respond in g sta les no ted tha t they had a m anda to ry re p o rtin g 

sta tu te tha t in c lu d e d fin a n c ia l e x p lo ita t io n  A c c o rd in g  to  a 

recen t study by the I 'n iv c r s i iy  o f Iow a , s ta le m anda to ry re p o it

“We must do everything we can 
to guard the elderly from fraud and 
abuse and afford them the respect 
and security they deserve.”

I |M< ... < „ R. H I Blue 'M l 1

State Initiatives:
Getting Banks Involved
Some states are including banks in their e ffo rt to 

combat elder financial abuse, recognizing the potential 
for frontline bank employees to detect suspected cases 
o f financial exploitation of seniors on a daily basis.
The Oregon Elder Financial Exploitation Program is 

a partnership between the Oregon Department of 
Justice, local agencies serving the elderly, the Oregon 
Bankers Assooat on and AARP With funding from the 
U.S. Department o f Justices Office for the Victims of 
Crime, the program has developed training materials 
to educate bank personnel on recognizing the warn­
ing signs o f elde’- financial exploitation and the appro­
priate mechanisms for reporting suspected cases. 
Oregon law grants immunity to banks and their staffs 
when reporting suspicions o f elder financial abuse.
Meanwhile, toe California Bankers Association is 

sponsoring AB 1664. the Elder Abuse Reporting Bill 
Introduced by Assemblyman Mike Gordon, the bill 
authorizes the staff o f financial institutions to report 
incidents of suspected financial abuse of an elder or 
dependent uGult The bill also authorizes APS offoals 
to request and receive financial information of a bank 
client when investigating the financial abuse o f an elder. 
The bill passed the House of Representatives and is 
currently ijnder consideration in the Senate.

mg law s a rc lin k e d  to  s ig n if ic a n t ly  h ig h e r in v e s t ig a t io n  rates o l 

e lile i abuse eases am ong sta les 

In M a ine , the Im p ro v id e n t I m uste rs o l T it le  law a llow s sen iors 

w ho have trans fe rred pro|>erly as a resu lt o l undue in flu e n ce lo gel 

conn o rde rs lo r Us re tu rn The law app lie s lo bo th fin a n c ia l and 

real p rope rty that has Iv c n  lia n s le rre d lo som eone vvilh a co u li 

d cn iia l 01 fid u c ia ry re la tio n sh ip to the v ic t im , in c lu d in g lam ily 

members, accoun tan ts , b ro ke rs , fin a n c ia l adv iso rs , hca llh care 
p ro v id e is . a tto rneys . ca reg ive rs and Ir ic u d s 

A c c o rd in g  lo  A riz o n a law . in d iv id u a ls  in a p o s it io n  o l iru s t 

w ho use d e ce p tio n o r in i im id a l io n  to  gam  pe rm anen t e o n l io l o l 

a s e n io r ’s assets are co n s id e re d g u ilty  o l ( l ic i t . In d iv id u a ls  

gm lly o l v io la t in g  ll ie i r dm  •% to e ld e rs are fu r th e r suh |c c t lo 

dam ages h i c iv i l a c tio n s equa l to  th ree tu n e s the am oun t o l 
m one ta ry dam ages to the e 'd e r and fo r fe it th e n c la im s to  an 

e lde i s estate.

( oil I iu iicd on page 35



Nearly 33 percent o f the cartptorrts t e t d w a t k t -
ing frauds h  2004 were made by kVdMeiuals age 60 
and older, up from 27 percent in 2002
The proportion o f individuals losing $5,000 o r more

Stolen ‘Golden Years’
 C on tin u e d from  page 2 I

A n O re g o n law p ro te c ts banks Iro m  l ia b i l i t y  w hen ih c y repo rt 

suspected cases o f e ld e r f in a n c ia l e x p lo ita t io n . W h ile  the law 

docs no t represen t a m and a to ry re p o r tin g  law  fo r bank pe rson ­

ne l. it p ro v id e s p ro te c tio n  lo r b a n k in g  in s t itu t io n s  and th e ir 

em p lo ye e s w hen re p o r tin g su sp ic io n s o f abuse.

S la tes are a lso in it ia l in g  p ro g ram s lo  re spond lo  e ld e r fin an 

e in l abuse

I l l in o is  ( io v . Rod B la g q jc v to l l 's  new p ro g ram  w o u ld  enab le 

in ve s t ig a to rs lo  de ve lo p lia is o n s w ith  se n io r se rv ic e p ro v id e rs , 

p rosecu to rs , o i l ie r law en fo rc em e n t agenc ies and fin a n c ia l re p ­

re sen ta tives to  m o re e ffe c t iv e ly  re fe r eases. In a d d it io n , the un it 

w o u ld  p ro v id e  ed u ca tio n a l p ro g ram s fo r se n io r c i l i / e t i g roups 

and o the rs th ro u ghou t the sla te abou i the w a rn in g  signs o l 

fin a n c ia l abuse and fraud . In v e s tig a to rs w o u ld  a lso prov ide sup 

po rt and gu id a n ce lo e ld e rs th ro u g h o u t the in v e s t ig a t io n  and 

p ro se cu tio n process. Ciov. B la g o je v ic h  sa id o f the p ro g ram  and 

s lo p p in g e ld e r fin a n c ia l abuse , "W e m ust d o  e v e ry th in g  we can 

to gua rd the e ld e rly Irom  fra u d and abuse and a !fo rd  them the 

respect and secu rity they de se rv e ."

M e a n w h ile . I he p rim a ry lo rc e  b e h in d H o n d a 's  b a ilie  aga inst 

e ld e r fra u d is ih c s ta le 's se n io r c it iz e n s them se lves . A s p a il o f 

ihe S en io rs vs C r im e P ro je c t, e ld e rs se rve as vo lu n te e rs lo  cdu 

cate th e ir peers on the dange rs o l co n s um e r Ira u d and poss ib le 

w a rn in g signs The S e n io r S leu th s , as they are kn ow n , a lso 

ussisi ih e a tto rney g e n e ra l’s o f f ic e  and o i l ie r law en fo rcem en t 

agencies lo  de le c t fra ud in th e ir c om m un itie s . W ith  the he lp o f 

m ore than 2/100 S en io r S leu th s p e r fo rm in g such tasks as check 

mi* to  e n su ie ilia t p re s c r ip t io n s are a ccu ra te ly f i l le d  and c o n ­

d u c t in g u n d e rc o v e r s ting op e ra tio n s to de le c t businesses us ing 

fa lse o r d e cep tiv e p ra c tic e s , the a tto rney g e n e ra l's o ff ic e  lias 

Iv e n  success fu l in h a n d lin g  m o re ilia u  2.00(1 com p la in ts , p ro s ­

e cu tin g o v e r 40 eases and re co v e rin g m o re than S3 m ill io n  

since the p ro g ram 's in ce p tio n .

I o r many sla tes, b e com in g m o re aw are o l the th rea t o l e ld e r 

fin a n c ia l abuse represents the firs t step in d e ve lo p in g  in n o v a ­

tiv e  sla te responses W lu le  lim ite d  in fo rm a t io n  ex is ts on the 

exac t scope o f the p ro b lem  at the na tio n a l le v e l, in d iv id u a l 

cases lik e  those o l the abused w om en in M iv o u r i and O regon 

unde rsco re the se rious th rea ts sen io rs lace in p ro te c tin g the 

assets on w h ic h  they depend .

A s ih c I S im p u ta tio n ages, s ta les w i l l c o n t in u e to (aee die 

cha llenges o f e ld e r f in a n c ia l abuse and e x p lo ita t io n  W h ile  

slates lu iv e a lready taken im p o r ta n t steps to address iln s g ro w ­

ing p ro b lem , m uch m o re rem a in s to  l>e done .

Currie Aimer is <i /niblii sii/ei\ iintl jnsiii e polies onohst ol 
IIIe Council <>/ Stoic (itivernnienis.

through Internet fraud is higher for victims 60 years 
and older than for any other ago group.

■ From 1992 to 1997, seniors were the victims o f 2.7 
million property and violent crimes: 2.5 million burgla­
ries, motor vehicle thefts and household thefts; 46.000
purse snatchmgs and pockct-pickings; and 165.000 
non-letbal violent cnmes including rape, robbery and 
aggravated and simple assault.

■ Estimates indicate that only I in 25 cases of elder finan-
ci.il abuse is reported. There may be as many as 5 mil­
lion elders victimized by financial exploitation each year.

Source., National fraud Infer motion Confer National Wh'ti C dfar 
Cm.-Center IJS Deportment of hi<mcelbnn^%i afjuwee Sunnif" 
and Ifio Nmorcll ( enter on L 'c  46trse
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Couple in d ic te d on fra u d charges
G U A R D IA N S : E ld e r ly  f a th e r  w a s  ta r g e t  o f  a lle g e d  c r im e s .

By L IS A DEMER 
A n ch o ra g e D a ily New s

(Published: January 20, 2006)

A fe d e ra l g ra n d  ju r y  says a C hu g ia k co u p le  used th e ir p o s it io n  as lega l g u a rd ia n s to b ilk th e  w om a n ’s aged fa th e r 
o u t o f n e a r ly  $ 5 0 0 ,0 0 0 .

An in d ic tm e n t re tu rn e d  th is  w e e k c h a rg e s F ra n k an d Phy llis Ta la s w ith  c o n s p ira c y an d m is a p p ro p r ia t io n  o f fu n d s 
by a f id u c ia ry , o r pe rso n e n tru s te d  w ith  a n o th e r 's  p ro p e r ty  o r m o n e y . In  a d d it io n , F ra n k Ta la s is ch a rg e d w ith  
th re e  c o u n ts  o f w ire  fra u d .

A c co rd in g to  th e  ch a rg e s , it a ll b e g a n back in Ju ly 2 0 0 1 , w h e n F ra n k R. Ta la s Jr. p e t it io n e d  in s ta te  S u p e r io r 
C o u r t fo r te m p o ra ry  g u a rd ia n s h ip  o f h is fa th e r - in - la w , D ona ld M itc h e ll, and w a s a p p ro v e d . On A p r il IS , 2 0 02 , 
Ta la s and h is w ife , P hy llis , b e cam e fu ll g u a rd ia n s fo r h e r fa th e r , th e  in d ic tm e n t says .

T h is is n 't an iso la te d s itu a t io n . T h e p ro b le m  o f v u ln e ra b le  p e op le be in g ta k e n  a d v a n ta g e  o f ap p e a rs to be 
in c re a s in g in A la s ka , says th e  s ta te ’s p u b lic  a d vo c a te .

G u a rd ia n s m an a g e th e ir w a rd s ' m o n e y an d p ro p e r ty  and m a ke m ed ic a l and o th e r ke y life d e c is io n s " to p ro m o te  
an d p ro te c t th e  w e ll-b e in g  o f th e p e rs o n ," A la s ka law  says .

T h e Ta la se s w e re n 't s u p p o s e d to a c c e p t m o n e y fro m  M itc h e ll w ith o u t p r io r c o u r t a p p ro v a l. A c co rd in g to h is 
fa m ily , he is in his 70 s and has A lz h e im e r 's  d isea se .

B u t, the c h a rg e s say , th e y ille g a lly  s ip h o n e d  $ 4 9 5 ,0 1 0  and s p e n t s om e o f it c re a t in g  a bu s in e s s th a t fa ile d . The 
m on e y a lso w e n t to tra v e l a n d o th e r p e rs o n a l e xp e n se s , th e in d ic tm e n t sa id .

T h e s itu a t io n  cam e to lig h t w hen th e y  fa ile d  to pa y M itc h e ll 's  b ill a t th e C h u g ia k S e n io r C e n te r , an a ss is te d liv in g 
h om e w h e re  he liv e d , sa id Lisa S ta n le y , a c o u r t in v e s t ig a to r a p p o in te d  to re v ie w  the case w h e n m a tte rs  s ta r te d  
fa ll in g  a p a r t a coup le o f y e a rs ago . M itc h e ll s in ce has been m o ve d to a d if fe r e n t hom e .

" I am  g la d to h e a r th is w as fo llo w e d th ro u g h  o n ," S ta n le y sa id F r id a y .

A lle g a t io n s o f g u a rd ia n s p re y in g  on p e o p le a re h a rd to p ro v e , e s p e c ia lly w h e n it 's  a ll in th e fa m ily  o r am ong 
s upp o se d fr ie n d s . I f th e  v ic t im  has A lz h e im e r 's  o r o th e rw is e  c a n 't c o m m u n ic a te  w e ll, it 's  e ven to u g h e r , she sa id .

T h e re is a te n d e n c y to th in k ; "O h , th e y  a re fam ily . T h e y a re n o t g o in g to h u r t th is  p e rs o n . B u t th a t is n o t a lw a ys 
th e  ca se ," S ta n le y  sa id .

F ra n k Ta la s sa id F rid a y he d id n 't w a n t to  ta lk  a b o u t th e  m a t te r in d e ta il u n t i l he nad sp o ke n w ith  an a t i- im e y . f ie  
d id n 't even kn ow  he and h is w ife  ha d been in d ic te d , he sa id . The m a t te r se em e d to h a ve b low n o ve r in 2003 
w h e n q u e s t io n s a b o u t th e  s p e n d in g  a ro se a t th e s e n io r c e n te r and re s p o n s ib i l ity  w a s tra n s fe r re d  to a s ta te  pub lic 
g u a rd ia n , he sa id .

"T h in g s h a p p e n e d ," Ta la s , 52 , sa id . B u t th e re  w as no b ig p lan to go a f te r M itc h e ll 's  m o n e y , he sa id .

T he case w as In v e s t ig a te d  by th e  in s p e c to r g e n e ra l's  o ff ic e in th e  U .S . D e p a r tm e n t o f V e te ra n s A ffa irs , and th e 
U .S . Posta l In s p e c t io n  S e rv ic e , o ff ic ia ls  s a id . M itc h e ll is re t ir e d  fro m  th e  A ir Fo rce , and h is v e te ra n s b e n e fits  w e re

http.y/w ww. adn.com /front/v-prin ter/story/7377567p-7289732c.htm l 2/ 16/2000
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among the assets wrongly taken, o~wOrding to the indictment.

G u a rd ia n s a p p o in te d  by ju d g e s  ho ld tre m e n d o u s  p o w e r o v e r th e liv e s an d p ro p e r ty  o f a d u lts  w ho ca n n o t m ake 
d e c is io n s fo r th em se lv e s be ca u se o f in c a p a c ity  o r d is a b il i ty .

M os t g u a rd ia n s a re re la t iv e s  o r fr ie n d s w ill in g  to  se rv e fo r fre e . B u t n o t e v e ry o n e  has s om e o n e c lo se to th em  ab le 
and w ill in g  to dn th e jo b . T h e s ta te  em p lo y s  p u b lic  g u a rd ia n s fo r p e op le w ith  lo w  in c om e . In  o th e r cases, 
p ro fe s s io n a l g u a rd ia n s ta k e  on th e  jo b  fo r a fee .

A ro u n d th e  s ta te , th e re  a p p e a rs to  be a g ro w in g  p ro b lem  o f e ld e r ly  and v u ln e ra b le  in d iv id u a ls  be ing e x p lo ite d , 
sa id Josh F in k , d ire c to r o f th e  s ta te  O ffic e o f Pub lic A d vo c a c y , w h e re  p u b lic  g u a rd ia n s w o rk .

"T h e re a re c h a r la ta n s o u t th e re  th a t a re re a lly  ta k in g  a d v a n ta g e  o f p e o p le ," F ink sa id .

F am ily m em b e rs o r fr ie n d s w h o s e rv e  as g u a rd ia n s g e t v e ry lit t le  tra in in g  and fa c e l i t t le  o v e rs ig h t

S om e tim e s , cases o f v u ln e ra b le  p e o p le b e in g r ip p e d o f f a re d is c o v e re d  o n ly  w h e n g u a rd ia n s h ip s  a re tra n s fe r re d  
fro m  p r iv a te  g u a rd ia n s to th e  p u b lic  g u a rd ia n s in his o ff ic e , F ink sa id . O th e r t im e s , s h a d y c h a ra c te rs  take 
a d v a n ta g e  o f th e in d iv id u a l, e v e n m o v in g  in to  th e  w a rd 's  h om e , an d it 's  u p to th e  g u a rd ia n  to k ick th em  o u t, he 
sa id .

Cases ha ve popped up re c e n t ly  in Ju n e a u , F a irb a n ks a n d on th e  K ena i P e n in su la F ink sa id .

H is o ffic e can t r y  to re c o v e r sm a ll a m o u n ts  o f m o n e y a n d p ro p e r ty  th ro u g h  Sm a ll C la im s C ou r t o r can ask a 
p r iv a te  a t to rn e y  to ta k e  c om p le x cases on a c o n t in g e n c y bas is , if th e re 's  e n o u g h  a t s ta k e . B u t o th e r fin a n c ia l 
e x p lo ita t io n  cases fa ll in b e tw e e n . T he s ta te  h a s n 't p u t e n o u g h re so u rc e s in to  .h is a rea , e ith e r to pu rsu e th em  
c r im in a l , / o r th ro u g h  c iv il a v e n u e s , F in k sa id .

O v e rs ig h t com es m a in ly  fro m  ju d g e s . G ua rd ia n s a re su p p o se d to m a k e d e ta ile d  a n n u a l re p o r ts  to th e c o u r ts . Bu t 
in th e  case o f th e T a la se s , th e y  had n o t e v e n c om p le te d  th e ir f ir s t y e a r as fu ll g u a rd ia n s  w hen th e p ro b lem s 
em e rg e d , S ta n le y sa id .

A t th e t im e  th e Ta la se s be cam e his g u a rd ia n s , M itc h e ll had v a r io u s a sse ts w o r th  m o re  th a n  $ 2 0 0 ,0 0 0  and a 
s te a d y re t ir e m e n t in c om e : $ 3 9 ,1 0 8  a n n u a lly  fro m  th e A ir Fo rce , S 6 ,u 9 6 fro m  th e c iv il se iv iC c . and $ 6 ,4 8 6  fro m  
Soc ia l S e c u r ity , th e  in d ic tm e n t sa id .

On M arch 13 , 2 0 0 2 , F ra n k T a la s had $ 5 8 ,2 9 0  b e lo n g in g to M itc h e ll w ire d  to  an a c c o u n t in th e M a t-S u th a t th e 
coup le c o n tro lle d , th e in d ic tm e n t sa id . The n e x t d a y , he had $ 1 4 4 ,3 9 1  tra n s fe r r e d , th e d o c u m e n t sa id . Then , th a t 
sam e day , he opened a r re d it u n io n  a c c o u n t fo r S ilv e r W o lf and Cub E n te rp r is e s , w h ic h  Ta la s sa id w as a 
h a n d ym a n v e n tu re . A b o u t $ 6 0 ,0 0 0  o f M itc h e ll 's  m o n e y w e n t in to  th e fa ile d b u s in e s s , th e in d ic tm e n t sa id .

I f  c o n v ic te d , th e co u p le faces th e  p o s s ib i l i ty  o f p r is o n t im e  and h e fty  fin e s , a c c o rd in g  to th e  U .S . A tto rn e y 's  
O ffic e .

D a ily News re p o i te r Lisa D em e r can be re a ch e d a t Id em e rs 3 a d n .c om  an d 2 5 7 -4 3 9 0 .

Types o f gua rd ians in A laska

There a re th re e  ty p e s o f g u a rd ia n s  in A la s k a . A ll m u s t be a p p o in te d  by a ju d g e . T h e y a re : 

• FAM ILY OR FR IENDS : T h e y m u s t f i r s t ta k e  one h o u r o f tra in in g .

http w w w .adn.com /froniyv-prin ier/slory/7377567p-7289732c.litm l 2/ l 6/2<i0(i

http://www.adn.com/froniyv-prinier/slory/7377567p-7289732c.litml
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• PA ID , PROFESS IONAL GUARD IAN .*. U n d e r re fo rm s th a t to o k  e ffe c t la s t y ^ j r ,  th e y  m u s t be lice n sed by th e  
s ta te , pass c r im in a l b a c k g ro u n d  ch e cks , be c e r t if ie d  by a n a tio n a l o rg a n iz a t io n , and be ab le to p ro v e th e y can be 
bonded an d in s u re d .

• PUBLIC GUARD IANS . T h e y a re s ta te  em p lo y e e s and u s u a lly  s e rv e as g u a rd ia n s fo r lo w - in com e peop le .

Print Page | C lose W indow J
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STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision DatefTime (Note if correction):
ESTABLISHING THE OFFICE OF ELDER 
FRAUD AND ASSISTANCE____________Title

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

Dept. Affected:

RDU

F I S C A L  N O T L
1
HB 399
2/27/06
Health & Social Services 

Senior and Disabilities Svcs

Component Senior/Disabilities Svcs Adrnm

CHENAULTSponsor

Requester ___________

E xpend itu res/R even ues
HOUSE (STA) Component No. 

(Thousands of Dollars)

2663

OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 F 7 2010 FY 2011 FY 2012
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING .. 0:0 0.0 QJ 0,0 . 0,0 0-0

CAPITAL EXPENDITURES

ICHANGE IN REVENUES (0)

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

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of anv current year (FY2006) c o s t : ___________ __________
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal: I I
POSITIONS ______________________________________________________________________________________
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

1IB399 will not impact (operational) expenses related to the Adult Protective Services Unit 
within the Division of Senior and Disability Services. The functional responsibility and 
authority proposed by HB 399 will be vested with The Office of Public Advocacy within the 
Department of administration. DSDS is coordinating with OPA and other extensions of State 
Government that manage or respond to reports o. elder abuse/fraud as appropriate to present an 
action model should the tenants of HB399 be passed as legislation to ensure all concerned 
entities operate accordingly within the bill provisions in a responsive manner.

Prepared by: Rod Moline. Director_______________________________  Phone 465-1605
Division Senior and Disabilities Services_________________________ Date/Time 02/09/2006
Approved by: Karleen Jackson. Commissioner______________________  Date 02/09/2006
Agency Department of Health and Social Services------------------------(Ravtad 97.2005 OMB) Page I o f  I



F I S C A L  N O T E
STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/T ime (Note if correction):__________________
Title “An Act establishing the office of eider fraud and
assistance; and relating to fraud involving older Alaskans.“_____
Sponsor Representative Chenault____________________
Requester House Finance_____________________________

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

Dept. Affected: 
'RDU

CSHB 399(FIN)
4/20/06

LAW
Civil

Component Commercial and Fair Business

Expend itu res /R evenues

Component No. 

(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

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | | [

ICHANGEIN REVENUES ( ) | I I I I

FUND SOURCE (Thousands of Dollars)
1002 Ft oral Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mentnl 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 (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: I |

Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This bill adds the duty to investigate complaints involving fraud committed against Alaska's senior citizens to 
the Office of Public Advocacy's list of responsibilities in AS 44.21.410(a).

Passage of this legislation will not have fiscal impact on the Department of Law.

Prepared by: Kathryn Daughhetee, Director
Division Administrative Services Division

Phone 465-3673
Date/Time 3/6/06 8:22 AM

Approved by: Kathryn Daughhetee for David Marquez, Attorney General
Agency Department of Law______________________________

Date 3/6/2006

(Revised 9/7/2005 OM8) 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 "An Act establishing the office of elder fraud and

assistance...*

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

CSHB 399(FIN)
4/20/06

Dept. Affected:
"r d u
Component AST Detachments

Public Safety
Alaska State Troopers

Sponsor
Requester

Representative Chenault
House Finance Committee

Expend itu res /R evenues__________________________________
Note: Amounts do not include inflation unless otherwise noted below.

Component No. 

(Thousands of Dollars)

2325

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

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

|CAPITAL EXPENDITURES"

ICHANGE IN REVENUES ( ) T

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 (FY2006) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal: [

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
As written, this legislation will not have a fiscal impact on the Department of Public Safety.

Prepared by: Special Assistant Cliff Stone__________________________________  Phone 907-465 2649
Division Office of the Commissioner Date/Time 3/6/06 1:39 PM

Approved by: Commissioner William Tandeske__________________________ Date 3/6/2006
Agency Department of Public Safety_____________________________<R*v.*Od MWIKX 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 - —  ■ -An Act Relating to the Office of Elder Fraud...

Dept. Affected:
'RDU

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

CSHB 399(FIN)
4/20/2006

Administration
Legal and Advocacy Services

Sponsor
Requester

Chenault
Chenault

Component Office of Public Advocacy 

Component No. 43

E xpend itu res/R even ues (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

161.0
10.0

8.0
10.0

TOTAL OPERATING 189.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

H ZCHANGE IN REVENUES (

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

189.0

TOTAL 189.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2006) cost: 100.0
Check this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This legislation would create the Office of Elder Fraud and Assistance within the Office of Public Advocacy. 
It would empower OPA to investigate complaints involving fraud committed against older residents of the 
State of Alaska who are 60 years of age and older.

This fiscal note is however smaller than that submitted by the Department of Administration in that it 
authorizes one Attorney III. a part time investigator and a part time paralegal. No national standards exist 
but elder fraud is becoming the number two crime against the elderly. To this date no known cases have 
been prosecuted in the State o f Alaska.

Prepared by: Rep. Chenault____________________  Phone 465-3779

Dale 4/19/2006 2:15 p.m.

Page 1 of 1



F I S C A L  N O T E
STATE OF ALASKA Fiscal Note Number _____________
2006 LEGISLATIVE SESSION Bill Version: CS HB 399 (FIN)

() Publish Date: _____________

P sion Date/Time (Note if correction): 4/25/06 2:50 p.m._______ Dept Affected__________ Administration
Title An act establishing the office of elder fraud_______ RDU Legal and Advocacy Services
______________and assistance, and relating to fraud...__________ Component Office of Public Advocacy
Sponsor Representative Chenault
Requester (S) State Affairs Component No. 

(Thousands of Dollars)

43

Expenditures/Revenues
Note: Amounts do not incluoe inflation unless otherwise noted belo"
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 450.1 450.1 450.1 450.1 450.1 450.1
Travel 15.0 15.0 15.0 15.0 15.0 15 0
Contractual 132.0 132.0 132.0 132.0 132.0 13?.0
Supplies 8.0 8.0 8.0 8.0 8.0 8 0
Equipment 33.5 4.0 4.0 4.0 4.0 4 0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 638.6 609.1 609.1 609.1 609.1 609.1

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
Other (Specify Type--Do not abbreviate)

638.6 609.1 609.1 609.1 609.1 609.1

TOTAL 638.6 609.1 609.1 609.1 609.1 609.1

Estimate of any current year (FY2006) cost: 0 0
Check this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal: [

POSITIONS
Full-time 5 5 5 5 5 5
Part-time
Temporary

ANALYSIS: (Attach a separate page it necessary)
This legislation would create the Office of Elder Fraud and Assistance within (he Office of Public Advocacy, 
It would empower OPA to investigate complaints involving fraud committed against residents of the state 
who are sixty (60) years or older, and to bring civil actions on their behalf for injunctive and other relief. 
Other relief could include actions sounding in tort, unjust enrichment, property, contract, or small claims. 
Currently, no state agency has this authority, excepting the long term care ombudsman where the fraud 
relates to a long term care facility. (Continued on next page).

Prepared by: Joshua P. Fink, Director__________________________________  Phone (907) 269-3501
Division Office of Public Advocacy_________________________________  Date/Time 4/25/06 at 2:50 p.m

Approved by: Michael Tibbies, Deputy Commissioner___________________  Date 4/26/2005_______
Agency Administration_____________________________________(Revised 9/7/2005 OMB) Page 1 of 2



FISCAL NOTE

STATE OF ALASKA B IL L  NO. CS HB 399 (FIN)

2006 L E G IS L A T IV E  SESSIO N  

ANALYL . c o n t i n u a t i o n

In fiscal year 2005, Adult Protective Services (APS) received 500 complaints o f financial abuse or 
exploitation (of the more than 1800 total complaints for abuse, neglect, and exploitation). A hand count of 
financial abuse cases from fiscal year 2004 indicated 397 financial exploitation cases reported. APS 
indicates that it has seen a "strong upward trend" in the number of financial abuse and fraud cases in the 
last five years.

O f the 500 cases investigated by APS in 2005, 87% of the cases were verified; approximately 65% of the 
500 cases involved individuals over sixty (60). Based on the FY '05 numbers, and not factoring in the 
increasing trend, OPA would anticipate being referred at least 280 cases in its first year. These cases 
range from significant exploitation and misappropriate use of property and funds worth considerable sums, 
to smaller claims involving forged checks and misuse o f credit cards. Fraud cases can be very 
complicated and involve significant civil discovery and auditing of paper trails. If significant sums are at 
issue, defendants often dig in and can increase costs.

It is difficult to project the costs necessary to establish this office. National organizations and numerous 
states have been contacted in an attempt to ascertain how many financial exploitation cases can be 
handled by an attorney in a calendar year. No national standards exist, and from the information OPA has 
obtained, its best estimation is that a single attorney can handle up to 65 cases a year with 3-5 of those 60 
being complicated cases and the remaining less so.

Based upon that estimation, OPA anticipated it would need the following staff:

1 Investigator II 
1 Paralegal

1 Attorney V 
1 Attorney IV 
1 Attorney III

$116.2 
$109.2 
$96 .7 
5 68.6 
5 59.4 

5450.10

Leasing Costs 
(General Services Est.)

$ 52.0
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Alaska State Legislature
Chair Session:
State A i t  airs State Capitol Building

Juneau, Alaska 99801
Member Phone 907-465-2689
Resources , - '  Fax 907465-3472

1 800-665-2689
Member Kep.Paul.Scaton@lcgis.stale.ak.us

H ealth , E ducation and Soc ial Services , . .
I n t e r im :

345 \V. Sterling Highway
Aiember R e p r e s e n t a t i v e  P a u l  S e a t o n  suite 10211
Ways and Means „ ousc D is tr ic t ̂ 5 Homer. Alaska 99603

Phone 907-235-2921 
Fax 907-235-4008

MEMORANDUM

TO: Senator Gene Therriault, Chair 
Senate State Affairs Committee

FRO M : Representative Paul Seaton

DATE: Friday, May 5, 2006

RE: Request for a hearing on CSHB 475(CRA)

1 respectfully request a hearing before the Senate State Affairs Committee on HB 475

In summary, HB 475 is a clean-up bill to the Retirement Security Act (SB 141) that passed in 2005. Due 
to the length of SB 141, errors and oversights were made that need to be changed for a smooth transition 
to Tier IV. HB 475 was a technical bill. The only policy change it includes is retroactive and deferred 
effective dates for mandated normal cost contributions by employers (per the requested of over funded 
employers).

Attached please find: CSHB 475(CRA) version C; sponsor statement; subject guide to sectional analysis; 
detailed departmental sectional analysis; letter from Buck Consulting: comparison of current DB and new 
DC plans; chart ‘what is the cost difference to an employer between a PERS Tier 4 and PERS Tier 
3cmployec and a TRS Tier 3 and TRS Tier 2 employee?’; letter from Ice Miller LLP dated May 3, 2006; 
ieller from Ice Miller LLP dated April 17, 2006.

Staff contact: Katie Shows, 2028

http://www.RcpPaulScaion.com o
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Sponsor Statement CSHB 475

HB 475 is a clean up bill to the Retirement Security Act (SB 141) that passed in 2005. 
Due to the length of SB 141, a handful of errors and oversights were made that need to be 
changed for a smooth transition to Tier IV. HB 475 is a technical bill. It is not intended 
to include any policy changes.

Revisions encompassed in HB 475:

1. Clarifies the procedure for an appeal to the Office of Administrative Hearings
2. Requires employers to contribute at least the normal cost rate starting in 2008
3. Changes the requirements to receive a conditional/public service benefit
4. Clarifies provisions regarding PERS/TRS death and disability benefits, 

including how those benefits will be funded
a. Funding death and disability benefits
b. The structure of death and disability benefits
c. Survivor benefit

5. Clarifies the eligibility requirements for medical benefits
6 . Clarifies requirements for non-vested Tier II or Tier HI employees who wish 

to transfer to Tier IV
7. Clarifies the basis for calculating employer contribution rates
S. Gives regulatory authority to the appropriate party
9. Changes the basis for calculating HRA employer contributions to meet IRS 

lax qualifications
10. Definitions
11. Disallows employment with NEA as counting towards Tier IV retirement 

eligibility
12. Establishes provisions for employer termination of participation in the plan
13. Clarifies defined benefit and defined contribution components of the plan
14. Establishes adherence to IRS limitations

The above listed changes are not absolutely necessary for Tier IV to come on line July 1, 
2006. However, these revisions clarify many aspects of the statutes, providing a benefit 
both to the plan and members. If changes are not made, many crucial decisions will be 
left to the Administrator of the plan without proper guidance from the legislature.

http://www.RcpPaulSc'aton.com Last updated 5/05/06 o
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S u b j e c t  G u i d e  t o  t h e  S e c t i o n a l  A n a l y s i sF i n a n c e  C o m m i t t e e  S u b s t i t u t e  f o r  H B  4 7 5
In te rn a l R evenue Code (IR C ) §414(k)

• Makes conforming changes to clarify that the retirement plans established by SB 141 are 
hybrid plans which fall under IRC §414(k). [Sec. 5, 6 , 9, 10, 23, 43, 44,47, 48, 62]

O ccupational Disability an d  O ccupational Death Benefits

•  Provides statutory authority for funding TRS occupational disability/death benefits. [Sec.8]

•  Clarifies the definition o f  occupational disability and the termination of disability benefits 
when a person ( 1 ) no longer meets the requirements or (2 ) qualifies for normal retirement. 
[Sec. 12, 15, 17,50, 53,56]

• Clarifies that a period o f  disability benefits constitutes membership service for retiree 
medical benefits and the HRA. [Sec. 13, 51]

• Clarifies that a member or survivor is not entitled to elect distributions from the member’s 
individual account while receiving disability benefits or a survivor’s pension.
[Sec. 14, 16, 20, 52 ,55 ,59]

• Upon appointment to disability, immediately vests a member 100% in all employer 
contributions made to the member’s individual account, regardless o f  years o f  service.
[Sec. 14, 52]

• Revises the method for funding the retirement benefit for survivors to conform to the IRC. 
[Sec. 16, 21 ,55 ,60]

• Clarifies that a period o f  survivor benefits constitutes membership service for retiree 
medical benefits, vesting in employer contributions, and the HRA. [Sec. 16, 21, 55, 60]

• Clarifies the termination of a survivor’s pension for dependent children.
[Sec. 16, 19,55, 58]

• Adds an annual increase to disability benefits and P/F retirement benefits equal to 75% o f  
the increase in the Anchorage Consumer Price Index or 9%, whichever is less. [Sec. 18, 57]

• Clarifies that the continuing contributions required by the employer are made on behalf o f  
the surviving spouse and member’s dependent children rather than “beneficiaries.”
[Sec. 20, 59]

• Adds an annual increase to the survivor’s pension benefit equal to 50% o f  the increase in 
the Anchorage Consumer Price Index or 6%, whichever is less. [Sec. 22, 61]

• Adds cost-sharing of medical premiums for persons younger than Medicare age whose 
disability or survivor benefits are terminated due to eligibility for normal retirement.
[Sec. 22, 61]

• Provides statutory authority for funding o f PERS disabled P/F monthly retirement benefits. 
[Sec. 46, 54]



Regulations and  A ppeals
•  Returns authority for adopting regulations for the SBS Plan to the Commissioner o f  

Administration. [Sec. 29, 30]

• Adds appeals under SBS, Deferred Compensation, the HRA, and PERS waivers o f  
adjustment requests to the Office o f  Administrative Hearings. [Sec. 31, 32, 41, 71, 72]

M iscellaneous Definitions
•  Incorporates the reference to the new administrator section AS 39.35.003 into the definition 

o f  “administrator” under the PERS DB plan. [Sec. 42]

• Clarifies that “member” and “employee” have the same meaning throughout the PERS 
DCR statutes. [Sec. 69]

•  Provides a clear definition o f  “peace officer” and “fire fighter” under the DCR plan.
[Sec. 70]

Subject Guide to the Sectional Analysis CSHB 475(FIN) 3



S e c t i o n a l  A n a l y s i sS e n a t e  C o m m i t t e e  S u b s t i t u t e  f o r  H o u s e  B i l l  4 7 5
Sec. 1 AS 14.25.070(a). Changes the calculation of the employer contributions so that the 

normal cost rate is applied only to the payroll base of DB plan members and the past 
service rate is applied to the employer’s entire payroll base.

Reason: The current statutes defining contributions by employers reference contributions to 
the “plan” and specify that the employer contribution rate will be applied to the salaries paid 
to “members.” This amendment allows the contribution rate for past service costs to be 
applied to the entire payroll base of the employers’ workforce without regard to plan (tier) 
membership, and will keep employer contribution rates for the DB plan lower than would 
otherwise be calculated.

Consequence: Without amendment, employer rates for past service costs under the DB plan 
will continue to rise as the amortized liability is applied to a shrinking payroll paid to 
members of the DB plan. However, this will neither increase the employers’ liability nor 
will it relieve the employers of the liability, it merely restates the liability as a higher 
percentage of applicable payroll.

Related bill sections: Sec. 2, AS 14.25 070(d)-(e); Sec. 37. AS 39.35.270(a).

Sec. 2 AS 14.25.070(d)-(e), Adds definitions for “employer normal cost rate” and “past
service rate.”

Reason: In combination with Sec. I o f this bill, this amendment changes the calculation of 
the employer contributions so that the normal cost rate is applied only to the payroll base of 
DB plan members and the past service rate is applied to the employer’s entire payroll base. 
The TRS employer contribution statutes have never contained these definitions because the 
TRS is a multi-employer shared cost pool. However, the TRS rates developed by the actuary 
are still based upon normal costs and past service costs.

Related bill sections: Sec. 1, AS 14.25.070(a); Sec. 36 AS 39.35.250.

Sec. 3 AS 14.25.070(f). Establishes a floor on the employer contribution rate at no less than
the normal cost rate, effective July 1, 2008.

Reason: This change, combined with the repeal of AS 14.25.070(b) and the effective date in 
Sec. 79. delays the effective date of the requirement of SB 141 that the employer contrnution 
rate must be not less han the normal cost rate.

Related bill sections: Sec. 38, AS 39.35.270(d); Sec. 75; Sec. 78; Sec. 79,

M ay 5, 2006 1



SCS CSHB 475(CRA)

Sec. 4 AS 14.25.125(c). Effective July 1, 2010, removes the provision that allows members 
to repay refunded contributions for the purpose of obtaining a conditional service 
benefit.

Reason: This statute was overlooked in the repeal by SB 141 of the reinstatement of service 
provisions. AS 14.25.125 allows persons who are eligible for a normal or early retirement 
salary under PERS to qualify for a normal or early “conditional service” retirement benefit 
under TRS if he or she has at least two years of credited service in TRS. Members are 
allowed to reinstate refunded service credit in order to qualify for the conditional service 
benefit under AS 14.25.125(c). The conditional service benefit is very expensive because it 
results in payment of medical premiums and other medical charges from both the PERS and 
TRS for a single retiree.

Consequence: Without change, refunded TRS members will be treated differently under 
separate statutes. It would also continue to allow an “off-books” liability in the DB plan, one 
that can be neither accounted for nor paid until an eligible member applies for the benefit.

Related bill sections: Sec. 40, AS 39.35.385(c).

Sec. 5 AS 14.25.320(b). Clarifies that the retirement plans established by SB 141 are hybrid 
plans, containing both defined benefits and defined contributions, which fall under 
the Internal Revenue Code section 414(k).

Reason: This is one of several conforming amendments necessary to pay all the benefits 
required in accordance with the intent of SB 141 and the retirement plans contained therein. 
SB 141 provides both guaranteed fixed benefits for certain eligible persons as well as 
benefits based upon defined contributions to an individual account, medical Benefits, and 
medical expense reimbursements. This type of plan structure is provided for under 26 USC 
414(k) “Certain plans.” These changes, in combination with others, are designed to clarify 
the structure of the new retirement plans in order to successfully obtain a favorable ruling 
from the IRS.

Consequence: If this amendment is not adopted, the IRS may not recognize and apply the 
special rules of the §414(k) structure which may result in an IRS plan determination failure.

Related bill sections: Sec. 6 , AS 14.25.320(c); Sec. 9, AS 14.25.380; Sec. 10, AS
14.25.400(b); Sec. 23, AS 14.25.510; Sec. 43, AS 39.35.710(b); Sec. 44, AS 39.35.710(c); 
Sec. 47, AS 39.35.780; Sec. 48. AS 39.35.800(b); Sec. 62, AS 39.35.910.
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SCS CSHB 475(CRA)

Sec. 6 AS 14.25.320(c). Clarifies that the retirement plans established by SB 141 are hybrid 
plans, containing both defined benefits and defined contributions, which fall under 
the Internal Revenue Code section 414(k).

Reason: This is one of several conforming amendments necessary to pay all the benefits 
required in accordance with the intent of SB 141 and the retirement plans contained therein. 
SB 141 provides both guaranteed fixed benefits for certain eligible persons as well as 
benefits based upon defined contributions to an individual account, medical benefits, and 
medical expense reimbursements. This type of plan structure is provided for under 26 USC 
414(k) “Certain plans.” These changes, in combination with others, are designed to clarify 
the structure of the new retirement plans in order to successfully obtain a favorable ruling 
from the IRS.

Consequence: If this amendment is not adopted, the IRS may not recognize and apply the 
special rules of the §414(k) structure which may result in an IRS plan determination failure.

Related bill sections: Sec. 5, AS 14.25.320(b); Sec. 9, AS 14.25.380; Sec. 10, AS
14.25.400(b); Sec. 23. AS 14.25.510; Sec. 43, AS 3° 35.710(b); Sec. 44. AS 39.35.710(c), 
Sec. 47, AS 39.35.780; Sec. 48, AS 39.35.800(b); Sec. u2, AS 39.35.910.

Sec. 7 AS 14.25.340(c). Clarifies that any voluntary contributions made by an employee 
under AS 14.25.340(b) can only be made with pre-tax dollars to the extent permitted 
under federal law.

Reason: The Internal Revenue Code allows pre-tax contributions only if the employee does 
not have the option of choosing to receive the contributed amounts directly instead of having 
them paid by the employer to the retirement plan. This is the case for contributions 
mandated by statute; however, a voluntary contribution clearly does not meet this test. Under 
certain restricted arrangements that involve a one-time irrevocable election, the IRS will 
allow voluntary contributions on a picked-up (pre-tax) basis. This amendment allows the 
State the flexibility to define such a restricted arrangement in both regulation and in its 
Private Letter Ruling request.

Related bill sections: Sec. 45, AS 39.35.730(c).

See. 8 AS 14.25.350(e). Requires employers in the Teachers’ Retirement System (TRS) to 
pay occupational disability and death benefits through contributions actuarially 
calculated, which will be deposited to a separate trust account.

Reason: This was an inadvertent omission in drafting the bill in conference committee. The 
"trust account” language clarifies that these contributions are treated differently and kept 
separate from the contributions to the plan’s individual member accounts.

Consequence: The consequence of not enacting this amendment is that there will be no 
funding source from which to pay TRS occupational disability and death benefits.

Related bill sections: Sec. 46, AS 39.35.750(e); Sec. 77.
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Sec. 9 AS 14.25.380. Clarifies that only the defined contributions paid into a member’s 
individual account are subject to the limitations of 26 USC 415(c) and not the 
contributions employers make for the fixed benefits contained in the plans 
(occupational disability, survivor’s pension, etc.). Additionally, the fixed benefits 
paid to eligible persons are subject to the limitations of §415(b) under the Internal 
Revenue Code.

Reason: This is one of several conforming amendments necessary to pay all the benefits 
required in accordance with the intent of SB 141 and the retirement plans contained therein. 
SB 141 provides both guaranteed fixed benefits for certain eligible persons as well as 
benefits based upon defined contributions to an individual account, medical benefits, and 
medical expense reimbursements. This type of plan structure is provided for under 26 USC 
414(k) “Certain plans.” These changes, in combination with others, are designed to clarify 
the structure of the new retirement plans in order to successfully obtnin a favorable ruling 
from the IRS.

Consequence: If this amendment is not adopted, the IRS may not recognize and apply the 
special rules of the §414(k) structure which may result in an IRS plan determination failure.

Related bill sections: Sec. 5, AS 14.25.320(b); Sec. 6 , AS 14.25.320(c); Sec. 10, AS
14.25.400(b); Sec. 23, AS 14.25.510; Sec. 43, AS 39.35.710(b); Sec. 44, AS 39.35.710(c); 
Sec. 47, AS 39.35.780; Sec. 48, AS 39.35.800(b); Sec. 62, AS 39.35.910.

Sec. 10 AS 14.25.400(b). Clarifies that a participant may only direct the investment of the 
funds held in the participant’s individual account by making the distinction between 
the defined contribution accounts and the fixed benefit accounts established under the 
plans.

Reason: This is one of several conforming amendments necessary to pay all the benefits 
required in accordance with the intent of SB 141 and the retirement plans contained therein. 
SB 141 provides both guaranteed fixed benefits for certain eligible persons as well as 
benefits based upon defined contributions to an individual account, medical benefits, and 
medical expense reimbursements. This type of plan structure is provided for under 26 USC 
414(k) “Certain plans." These changes, in combination with others, are designed to clarify 
the structure of the new retirement plans in order to successfully obtain a favorable ruling 
from the IRS.

Consequence: If this amendment is not adopted, the IRS may not recognize and apply the 
special rules of the §4l4(k) structure which may result in an IRS plan determination failure.

Related bill sections: Sec. 5, AS 14.25.320(b); Sec. 6 , AS 14.25.320(c); Sec. 9, AS
14.25.380; Sec. 23, AS 14.25.510; Sec. 43, AS 39.35.710(b); Sec. 44, AS 39.35.710(c); Sec. 
47, AS 39.35.780; Sec. 48, AS 39.35.800(b); Sec. 62, AS 39.35.910.
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Sec. 11 AS 14.25.470(g). Requires a person who originally chose not to participate in the 
retiree major medical plan, but who later chooses to participate, to provide a letter of 
continuous coverage or proof of insurability.

Reason: The Division of Retirement and Benefits had anticipated the provisions for
application for retirement and medical benefits would be handled by regulation. However, 
the plain wording of the statute seems to leave the choice to the eligible person regardless of 
their health status.

Consequence: Without amendment, the statute leaves the retiree major medical insurance 
plan open to adverse selection and unpredictable costs.

Related bill sections: Sec. 49, AS 39.35.870(g).

Sec. 12 AS 14.25.485(b). Clarifies the termination of a disability benefit when a person no 
longer meets the requirements to receive occupational disability benefits.

Reason: The intent of an occupational disability benefit is to provide an income for a person 
who is no longer able to work due to an injury sustained on-the-job. In combination with 
Sec. 17 of this bill, the amendment makes it clear that if a person is able to perform the duties 
of another available and comparable position, regardless of employer, then that person no 
longer meets the requirements to receive occupational disability benefits.

Related bill sections: Sec. 17, AS 14.25.485(j); Sec. 50, AS 39.35.890(b).

Sec. 13 AS 14.25.485(c). Clarifies that a period of disability benefits constitutes membership 
service in regard to determining eligibility for retirement and medical benefits 
including the Health Reimbursement Arrangement (HRA).

Reason: The statutes do not mention vesting in medical benefits during a period of disability 
benefits. However, the intent is implied by the requirement for continuing employer 
contributions into the individual account, the HRA, and health insurance fund while a 
member is receiving disability benefits. The employer must also make the member’s 
contributions to the individual contribution account.

Related bill sections: Sec. 51, AS 39.35.890(c).

Sec. 14 AS 14.25.485(d). Provides that a member who receives disability benefits from the 
plan is 10 0 % vested in all the employer contributions made to the member’s 
individual account, regardless of years of service worked, once the member is 
appointed to disability. Clarifies that a member is not entitled to elect distributions 
from the member's individual account while receiving disability benefits.

Reason: This amendment relates specifically to the continuing employer contributions
required under AS 14.25.485(d). 26 USC 415(c)(3)(C) provides special rules that allow the
compensation of a disabled member for any year subsequent to the disability to be considered 
equivalent to the rate of compensation immediately prior to the disability. However, these 
rules only apply if the contributions are nonforfeitable when made.

SCS CSHB 475(CRA)
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Because a disabled member must terminate employment, the disabled member will arguably 
become eligible for distributions from the individual contribution account under AS 
14.25.410. The apparent intent of the disability benefit is to provide an income until such 
time as a disabled member becomes eligible for the benefits from a “normal retirement.” 
During a period of disability benefits, the employer is required to make continuing employer 
contributions into the individual account, the HRA, and health insurance fund. The employer 
must also make the member’s contributions to the individual contribution account. The 
purpose of these contributions would seem to be to accumulate funding for retirement 
benefits available to the member once the normal retirement date is reached and disability 
benefits end.

Consequence: If this amendment is not adopted, the special rules of 26 USC 415(c)(3)(C) 
would not apply, the mem er’s compensation would be zero for the year following disability, 
and the allowable contiibutions would therefore be zero. As a result, the benefits could not 
be paid in accordance with AS 14.25.485. Also, a disabled member may be able to elect 
distributions from the member’s individual account prior to becoming eligible for normal 
retirement. This could be regarded as “double dipping,” and as thwarting the intent of the 
legislature to provide a retirement benefit on re the disability benefit ends.

Related bill sections: Sec. 20, AS 14.25.487(c); Sec. 52, AS 39.35.890(d); Sec. 59, AS 
39.35.892(c).

Sec, 15 AS 14.25.485(g), Clarifies the termination of disability benefits when a disabled 
member first qualifies for normal retirement.

Reason: Technical for administrative purposes. Conforms to other benefit payment
provisions.

Related bill sections: Sec. 53, AS 39.35.890(g),

Sec. 16 AS 14.25 485(i). Changes made to this subsection, which is related to the benefits for 
a survivor of a disabled member who dies while receiving disability benefits, minor 
other changes being made to the disability and death statutes throughout this bill. The 
changes are: ( 1 ) clarifies the termination of a survivor’s pension; (2 ) clarifies that a 
survivor cannot access the member’s individual account while receiving a survivor’s 
pension; (3) clarifies the normal retirement benefits available to a survivor; and (4) 
clarifies that the period of disability benefits and the period of survivor benefits 
constitute membership service for vesting in employer contributions, and eligibility 
for medical benefits and the Health Reimbursement Arrangement.

Reason: This is a conforming amendment. See the related bill sections referenced below.

Related bills sections: Sec. 13, AS 14.25.485(c); Sec. 19, AS 14.25.487(b); Sec. 20, AS 
14.25.487(c); Sec. 21, 14.25.487(e); Sec. 55. AS 39.35.890(k).
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Reason: The intent of an occupational disability benefit is to provide an income for a person 
who is no longer able to work due to an injury sustained on-the-job. This definition is slightly 
different from the definition under AS 39.35.680. In combination with Sec. 12 of this bill, 
the amendment makes it clear that if a person is able to perform the duties of another 
available and comparable position, regardless of employer, then that person no longer meets 
the requirements to receive occupational disability benefits.

Related bill sections: Sec. 12, AS 14.25.485(b); Sec. 56, AS 39.35.890(1).

Sec. 18 AS 14.25.486. Adds an annual adjustment to disability benefits equal to 75% of the 
increase in the Anchorage Consumer Price Index or 9%, whichever is less.

Reason: This amendment provides a formula for annual increases to the monthly amount of 
a disability benefit that is the same as the formula for TRS Tier II members.

Consequence: If this amendment is not enacted, a member’s monthly disability benefit
amount will remain static from year to year without adjustment for inflation.

Related bills sections: Sec. 57, AS 39.35.891.

Sec. 19 AS 14.25.487(b), Clarifies the termination of a survivor’s pension under the 
occupational death benefit provisions, including the end of death benefits when a 
dependent child no longer meets the definition of dependent.

Reason: The death benefit statute unambiguously states when the benefits will begin and 
when they will end, omitting termination of the death benefit the last month in which there is 
an eligible child. A dependent child receiving occupational death benefits might argue that 
death benefits must be paid until the date the deceased member would have retired, without 
regard to the age of the child. The disability statute [AS 14.25.485(i)], however, includes 
language terminating a survivor’s benefit (from a disabled member who died while receiving 
disability) the last month in which there is an eligible surviving spouse or child. This appears 
to be a conflict of intent.

Consequence: Failure to amend this statute may jeopardize plan qi ilification because the 
IRC definition of “dependent” [26 USC, §151 and §152] includes age requirements for 
distribution to a dependent child under a qualified plan.

Related bill sections: Sec. 58. AS 39.35.892(b).

Sec. 17 AS 14.25.485(j). C la rifies  the de fin ition  o f occupational d isab ility .
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Sec. 20 AS 14.25.487(c). Clarifies that a survivor of a deceased member is not entitled to 
elect distributions from the member’s individual account while receiving survivor 
benefits. Clarifies that the continuing onlributions required by the employer are 
made on behalf of the surviving spouse and member’s dependent children rather than 
“beneficiaries.” Directs all continuing contributions by the employer into the 
occupational disability and death trust account in accordance with the Internal 
Revenue Code (IRC).

Reason: The death benefit provides an income, and eventually retirement benefits, for the 
family of a member who dies in the line of duty. However, the beneficiaries of a deceased 
member are arguably immediately eligible for distributions from the individual contribution 
account under AS 14.25.410. This change preserves the individual acc< unt until the survivor 
is eligible for the normal retirement benefit. The situation is similar to that described under 
Sec. 14 [AS 14.25.485(d)]. Please see Sec. 21 below for an explanation of the changes 
required by the IRC.

Consequence: If the clarifications are not enacted, a deceased member’s surviving spouse, 
dependent children, or other beneficiaries may be able to elect distributions from the 
member’s individual account prior to the date the member would have qualified for r mial 
retirement had the member lived. As with distributi ms taken during a member’s disability, 
this could be regarded as “double dipping,” and as thwarting the intent of the legislature to 
provide eligible survivors with a retirement benefit once the death benefit ends. This scenario 
has more complications -  including possible tax reporting requirements - than the disability 
provisions because the member’s survivmg spouse cid/or dependent children may not be the 
only beneficiaries.

Relucd bill sections: Sec. 14, AS 14.25.485(d); Sec. 21, AS 14.25.487(e); Sec. 59, AS 
79.35.892(c).

Sec. 21 AS 14.25.487(e). Revises the language regarding the continuing contributions 
employers make on behalf of survivors of members who died occupationally. The 
contributions will be an actuarially calculated amount required to yield the same 
results as under SB 141; however, the contributions will be made into the trust 
account established for occupational disability and death benefits rather than into the 
member’s individual account. The benefits will also be paid from the occupational 
disability and death trust account. This amendment also clarifies that the period of 
death benefits constitutes membership service for determining vesting in employer 
contributions and eligibility for medical benefits and the Health Reimbursement 
Arrangement.

Reason: Unlike the special rules under 26 USC 415(c)(3'(C> that allow the compensation of 
a disabled member for any year subsequent to the disability to be considered equivalent to 
the rale of compensation immediately prior to the disability, there is no corresponding rule 
for a deceased participant. Thus, there would be no compensation for a deceased member in 
the year after death and, therefore, no allowable contributions to the deceased member’s 
individual account. The solution this amendment proposes is to make contributions to an 
account that is allowable under the Internal Revenue Code and add an "additional benefit” 
that is equal to the amount that would have been contributed to the member’s individual 
account had the member survived, plus an earnings credit.
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Consequence: If this amendment is not adopted, the State will not receive a favorable ruling 
from the Internal Revenue Service and will not be able to pay the intended retirement 
benefits to survivors.

Related bill sections: Sec. 16, AS 14.25.485(i); Sec. 20, AS 14.25.487(c); Sec. 60, AS 
39.35.892(e).

Sec. 22 AS 14.25.4S8. Adds an annual adjustment to the survivor’s pension benefit equal to 
50% of the increase in the Anchorage Consumer Price Index or 6%, whichever is less. 
Persons who are receiving a survivor’s pension who are age 60 or older and persons 
who have received a survivor’s pension for at least 8 years are eligible for the COLA.

AS 14.25.489, Adds a provision that a person whose disability or survivor benefits 
are terminated due to eligibility for a normal retirement benefit will be treated as if 
that person is eligible for Medicare, regardless of age, for the purpose of cost-sharing 
medical premiums with the Plan.

Reason: This amendment provides a formula for annual increases to the monthly amount of 
a disability benefit that is the same as the formula for TRS Tier II members. It also applies 
the medical cost-sharing provisions of the new retirement tier so that benefit recipients do not 
have lo bear the full burden of medical insurance premiums when they reach normal 
retirement.

Consequence: If these amendments are not enacted, a member’s monthly disability amount 
and a survivor’s monthly pension amount will remain static from year lo year without 
adjustment for inflation. Disabled members and survivors who have not reached the age 
required for Medicare eligibility when they qualify for i normal retirement benefit will have 
to pay J00 % of the monthly premium for retiree major medical insurance.

Related bills sections: Sec. 61, AS 39.35.893, AS 39.35.89'''.

Sec. 23 AS 14.25.510. Clarifies that the nonguarantee clause relates only to the defined 
contribution portion of the retirement plans. The fixed benefits contained under these 
plans arc defined by statute.

Reason: This is one of several conforming amendments necessary to pay all the benefits 
required in accordance with the intent of SB 141 and the retirement plans contained therein. 
SB 141 provides both guaranteed fixed benefits for certain eligible persons as well as 
bcrefits based upon defined contributions to an individual account, medical benefits, and 
medical expense reimbursements. This type of plan structure is provided for under 26 USC 
414(k) “Certain plans." These changes, in combination with others, are designed to clarify 
the svucture of the new retirement plans in order to successfully obtain a favorable ruling 
from the IRS.

Consequence: If this amendment is not adopted, the IRS may not recognize and apply the 
special rules of the §414(k) structure which may result in an IRS plan determination failure.

Related bill sections: Sec. 5, AS 14.25.320(b); Sec. 6 , AS 14.25.320(c); Sec. 9, AS
14.25.380; Sec. 10. AS 14.25.400(b); Sec. 43. AS 39.35.710(b); Sec. 44, AS 39.35.710(c); 
Sec. 47, AS 39.35.780; Sec. 48, AS 39.35.800(b); Sec. 62, AS 39.35.910.
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Sec. 24 AS 14.25.540(c). Clarifies that the employer match required under the conversion 
from the defined benefit plan to the defined contribution plan is subject to Internal 
Revenue Code contribution limitations. The amendment limits the total employer 
match to the maximum allowed during the limitation year in which the transfer 
occurs.

Reason: Because the amount that an employer must match under the conversion option is 
"new money," it has never been subject to Code limitations. 26 USC 415(c) imposes an 
annual limit on contributions to a defined contribution plan to the lesser of $44,000 or 100% 
of employee compensation. In addition, the contributions of the PERS and TRS defined 
contribution retirement plans are required to be aggregated with the contributions of the SBS 
Plan.

Consequence: Contributions above the limitations of §415(c) are not allowable under federal 
law, therefore, any excess contributions must be returned to the employer.

Related bill sections: Sec. 63, AS 39.35.940(c).

Sec. 25 AS 14.25.540(d). Clarifies that transferred membership from the defined benefit 
(DB) plan to the defined contribution retirement (DCR) plan will be applied to 
vesting in both the employer’s matching contribution and subsequent contributions.

Reason: The bill is silent on this issue. Ambiguity about whether a member’s DB plan 
service applies to vesting in DCR plan employer contributions may prevent members who 
would otherwise benefit from transferring from making the decision to transfer.

Related bill sections: Sec. 64, AS 39.35.940(d).

Sec. 26 AS 14.25.540(h). Provides a time limit -  12 months from the date the employer 
consents to the conversion — within which an eligible member must make the 
decision to transfer from the DB plan to the DCR plan.

Reason- Under SB 141, a : employer’s decision to allow its employees to convert is 
inevocaule and employees have up until the day before they become vested in the Teachers’ 
Retirement System DB plans to convert. However, a plan does not satisfy the qualifications 
of a §401(a) plan if it includes a cash or deferred arrangement. Treasury Regulation
1.401 (k)-1 (a)(3) does provide for certain one-time elections. The Division of Retirement and 
Benefits has received legal tax counsel that implementing a time limit for the decision­
making process would meet the requirements of the Treasury Regulation.

Consequence: Without amendment, the State may not receive a favorable plan ruling. A'so, 
because of the open-ended timeframe, employers that would otherwise benefit trom 
consenting to transfers may make the decision not to consent because of annual budgeting 
uncertainty.

Related bill sections: Sec. 27, AS 14.25.540(i); Sec. 65, AS 39.35.940(h).
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Sec. 27 AS 14.25.540(i). An employer who makes a conversion election will have an initial
12-month window open to its eligible employees for transfer from the DB plan to the 
DCR plan. At the end of the initial 12-monlh period, the employer may consent to an 
additional 1 2 -month period open orly  to those eligible employees to whom the option 
was not available during the initial period.

Reason: Allowing an employer to elect to consent to transfers during an additional 12-month 
period provides the employer with the opportunity to achieve greater cost savings if the 
employer determines that consenting to additional transfers is beneficial. However, in order 
to meet the requirements of Treasury Regulation 1.401 (k)-1 (a)(3) for certain one-time 
elections, the second period will be limited to those employees who did not have the choice 
during the initial period. The Division of Retirement and Benefits has received legal ta* 
counsel that this particular arrangement has received favorable rulings by the IRS for other 
plans.

Consequence: Without amendment, the State may not receive a favorable plan ruling.

Related bill sections: Sec. 26, AS 14.25.540(h); Sec. 66 , AS u9.35.940(i).

Sec. 28 AS 14.25.540(j). Adds a definition of “membership service” for purposes of
clarifying what service credit is eligible for transfer from the DB plan to the DCR 
plan and disallows years of service for which contributions have not been fully 
repaid; i.e., reinstatement of refunded contributions, or indebtedness.

Reason: If a DB plan member has an outstanding indebtedness for refunded contributions, 
the years of service associated with that indebtedness are not credited back to the member 
until the indebtedness, including interest, has been fully paid. This change clarifies this 
process for the con' ersion option so there is no ambiguity as to: ( 1 ) the dollar amount of the 
member’s contributions to be transferred and matched by the employer; and (2 ) the number 
of years of service to be counted toward vesting in benefits of the DCR plan.

Consequence: Without amendment, it *s unclear whether full service, partial service, or no 
service credit associated with an indebtedness should be transferred to the new plan. To 
allow such service to be transferred would be inconsistent with the current statutory 
provisions of the DB plan (AS 14.25.062).

Related bill sections: Sec. 67, AS 39.35.940(j).
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Sec. 29 AS 39.30.160(a). Changes the authority for adopting regulations for the 
Supplemental Benefits System-Annuity Plan (SBS) program from the Alaska 
Retirement Management Board (ARMB) to the Commissioner of Administration.

Reason: Part of the reform to the retirement systems was a regulation authority change from 
the prior Public Employees’ Retirement Board (PERB) to the Commissioner of 
Administration. The reference to the PERB in the SBS statute that provides authority for 
adoption of regulations was changed to the ARMB along with the many other reference 
changes. SBS regulations, like PERS regulations, relate to administrative matters to be 
adopted by t . iC Commissioner.

Consequence: Jf the amendment is not made, in practice, the Division of Retirement and 
Benelits will draft regulations for administration of the SBS plan for the ARM B’s review and 
approval.

Related bill sections: Sec. 30, AS 39.30.160(e).

Sec. 30 AS 39.30.160(e). Changes the reference from “board” to “commissioner”.

Reason: This completes the change of authority for adopting regulations for the SBS 
program. See Sec. 29 above.

Related bill sections: Sec. 29, AS 39.30.160(a).

Sec. 31 AS 39.30.165, Adds a provision under the Supplemental Benefits System-Annuity 
Plan program for a member, annuitant, or beneficiary to appeal a decision of the 
administrator to the Office of Administrative Hearings (OAH).

Reason: This was an inadvertent omission in transferring all appeals functions to the OAH.

Consequence: Without amendment, appeals will have to be sent to the superior court.

Related bill sections: Sec. 32, AS 39.30.335; Sec. 71, AS 39.45.055; Sec. 72, AS 
44.C 4.030(a).

Sec. 32 AS 39.30,335. Adds a provision under the Health Reimbursement Arrangement Plan 
for a member to appeal a decision of the administrator to the Office of Administrative 
Hearings.

Reason: This was an inadvertent omission in transferring all appeals functions to the OAH.

Consequence: Without amendment, appeals will have to be sent to the superior court.

Related bill sections: Sec. 31, AS 39.30.165; Sec. 71, AS 39.45.055; Sec. 72, AS 
44.64.030(a).

SCS CSHB 475(CRA)
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Sac. 33 AS 39.30.370. Changes the employer contribution from an individual employer 
contribution amount to a uniform employer contribution amount for all participants of 
the Health Reimbursement Arrangement Plan.

Reason: As currently written, the HRA statutes require a separate calculation for each
employer on that employer’s average annual employee compensation, resulting in a different 
employer contribution amount for each of the 214 participating employers under PERS and 
TRS. Employer data for FY 2005 shows the average annual employee compensation for 
employers is diverse, especially within the PERS, Calculations for PERS demonstrate a 
probable range of monthly employer contributions from as little as $ 1 1  per member to as 
high as $205 per member (see Attachment #1). There is less difference among TRS 
employers but there is still disparity. Additionally, the data shows a PERS employer group 
average would result in a $100 per month per member contribution w hereas a TRS employer 
group average would result in a $138 per month per member contribution. Employers that 
participate in both PERS and TRS (primarily school districts) will have different 
contributions for their PERS and TRS employees.

The disparity in the amount of contributions that will be made by employers to the HRA if it 
is implemented as it is currently written raises issues of discrimination under federal tax law 
[Internal Revenue Code 105(h)]. The Department of Law and the Division of Retirement 
and Benefits are consulting with contracted outside tax counsel on this. There is no 
discrimination issue if the contribution rate is changed to a uniform amount for all HRA Plan 
participants.

Consequence: There are several consequences of not changing the statute. Members of the 
same plan will be receiving different contribution amounts depending on their employer, and 
members that work for the same school district will receive different amounts depending on 
their retirement system membership (PERS or TRS). The Division of Retirement and 
Benefits will need to submit a private letter ruling request to the IRS regarding compliance of 
the current formula. That ruling is likely to take a year or longer (the IRS is not addressing 
section 105(h) issues at this time) and may still require a legislative amendment.

Sec. 34 AS 39.30.380, Removes the conflict between eligibility for retirement and medical 
benefits and the statutes that define eligibility for the Health Reimbursement 
Arrangement Plan.

Reason: One of the medical benefits available under AS 14.25.480 and AS 39.35.880 is 
access to the HRA. It is not clear whether the eligibility language in AS 14.25.470 and AS 
39.35.870 requiring a member to have been an active member for 12 months before 
application for retirement is only associated with the “retire directly from the system" 
requirement or whether it is one of the eligibility requirements the legislature intended to 
apply for purposes of eligibility for HRA reimbursements.

Consequence: Without amendment, there is an ambiguity in the HRA eligibility provisions.
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Sec. 35 AS 39.30.390. Changes eligibility for reimbursement from the Health 
Reimbursement Arrangement to persons who meet the eligibility requi.ements for 
retirement and medical benefits under either PERS or TRS, rather than under both.

Reason: This is a clarification. It is unlikely that the legislature intended that a member be 
eligible for retirement and medical benefits under both TRS and PERS in order to be eligible 
for HRA benefits.

Sec. 36 AS 39.35.250. Clarifies the definitions of “consolidated employer normal cost rate” 
and “past service rate.”

Reason: This section has not been updated since 1977. These are technical changes
recommended by the State’s actuary to accurately reflect that the last benefit enhancements 
to the DB plan were enacted in 2001 and the entire amortization schedule was rest in 2002 
when the process for valuing assets was changed from the corridor method to the smoothing 
method.

Related bill sections: Sec. 2, AS 14.25.070(d)-(e); Sec. 37, AS 39.35.270(a).

Sec. 37 AS 39.35.270(a). Changes the calculation of the employer contributions so that the 
normal cost rate is applied only to the payroll base of DB plan members and the past
service rate is applied to the employer’s entire payroll base.

Reason: The current statutes defining contributions by employers reference contributions to 
the “plan” and specify that the employer contribution rate will be applied to the salaries paid 
to “members.” This amendment allows the contribution rate for past service costs to be 
applied to the entire payroll base of the employers’ workforce without regard to plan (tier) 
membership, and will keep employer contribution rates for the DB plan lower than would 
otherwise be calculated.

Consequence: Without amendment, employer rates for past service costs under the DB plan 
will continue to rise as the amortized liability is applied to a shrinking payroll paid to 
members of the DB plan. However, this will neither increase the employers’ liability nor
will it relieve the employers of the liability, it merely restates the liability as a higher
percentage of applicable payroll.

Related bill sections: Sec. 1. AS 14.25.070(a); Sec. 36, AS 39.35.250.

Sec. 38 AS 39.35.270(d). This change, combined with the repeal of AS 39.35.270(b) and the 
effective date in Sec. 79, delays the effective date of the requirement of SB 141 that 
ihe employer contribution rate must be not less than the normal cost rate.

Reason: This is the same language that currently exists under AS 39.35.270(b) as enacted by 
sec. 96, ch. 9, FSSLA 2005, which was effective July 1, 2005. A number of employers that 
did not have the opportunity to budget for the new contribution rates that resulted from this 
new requirement have been assessed contributi m  rates that are higher than anticipated for the 
current fiscal year.
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Consequence: If this amendment and Sec. 75, Sec. 78, and Sec. 79 are not enacted, 24 
currently active PERS employers will pay an increased contribution rate in FY 2006.

Related bill sections: Sec. 3, AS 14.25.070(1); Sec. 75; Sec. 78; Sec. 79.

Sec. 39 AS 39.35.375(a). Effective July 1, 2010, removes the provision that allows 
employees to repay refunded contributions for the purpose of obtaining a public 
service benefit.

Reason: This statute was overlooked in the repeal by SB 141 of the rei.istatement of service 
provisions. AS 39.35.375 allows an active PERS member who has never vested in TRS or 
PERS and who has cashed out TRS service to reinstate the TRS service credit to establish a 
“public service benefit.”

Consequence: Without change, refunded PERS members will be treated differently under 
separate statutes. It would also continue to allow an “off-books” liability in the DB plan, one 
that can be neither accounted for nor paid until an eligible member applies for the benefit.

Related bill sections: Sec. 76, AS 39.35.375(f).

Sec. 40 AS 39.35.385(c). Effective July 1, 2010, removes the provision that allows 
employees lo repay refunded contributions for the purpose of obtaining a conditional 
service benefit.

Reason: This statute was overlooked in the repeal by SB 141 of the reinstatement of service 
provisions. AS 39.35.385 allows persons who are eligible for a normal or early retirement 
salary under TRS to qualify for a normal or early “conditional service” retirement benefit 
under PERS if he or she has at least two years of credited service in PERS. Members are 
allowed to reinstate refunded service credit in order to qualify for the conditional service 
benefit under AS 39.35.385(c). The conditional service benefit is very expensive because it 
results in payment of medical premiums and other medical charges from both the PERS and 
TRS for a single retiree.

Consequence: Without change, refunded PERS members will be treated differently under 
separate statutes. It would also continue 10  allow an “off-books" liability in the DB plan, one 
that cun be neither accounted for nor paid until an eligible member applies for the benefit.

Related bill sections: Sec. 4, AS 14.25.125(c).

Sec. 41 AS 39.35.522(d), Adds a provision for appeal to the Office of Administrative 
Hearings of the Commissioner’s decisions on waiver requests under PERS.

Reason: SB 141 established a new procedure for persons seeking a waiver of adjustment to 
benefits paid made by the administrator. The new procedure requires filing a request with 
the Commissioner of Administration for the waiver. While the TRS statutes allow an appeal 
of the Commissioner’s decision to the OAH. the PERS statutes do not. This was a drafting 
error.
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Consequence: If the amendment is not made, PERS appeals from the Commissioner’s waiver 
decisions will have to be sent to the superior court, which is costly. An alternative would be 
for the Commissioner to delegate authority to the OAH to make the PERS waiver decisions 
[AS 44.64.030(b)]. Under this scenario, the OAH could bill the Division for these services.

Related bill sections: Sec. 72, AS 44.64.030(a).

Sec. 42 AS 39.35.680(3). Incorporates the reference to the new administrator section AS 
39.35.003 into the definition of “administrator” under the PERS DB plan.

Reason: AS 39.35.050(a) is repealed in section 74 of the bill. This is a duplicative section 
regarding the administrator that was replaced with AS 39.35.003 in SB 141,

Sec. 43 AS 39.35.710(b). Clarifies that the retirement plans established by SB 141 are hybrid 
plans, containing both defined benefits and defined contributions, which fall under 
the Internal Revenue Code section 414(k).

Reason: This is one of several conforming amendments necessary to pay all the benefits 
required in accordance with the intent of SB 141 and the retirement plans contained therein. 
SB 141 provides both guaranteed fixed benefits for certain eligible persons as well as 
benefits based upon defined contributions to an individual account, medical benefits, and 
medical expense reimbursements. This type of plan structure is provided for under 26 USC 
414(k) "Certain plans.” These changes, in combination with others, are designed to clarify 
the structure of the new retirement plans in order to successfully obtain a favorable ruling 
from the IRS.

Consequence: If this amendment is not adopted, the IRS may not recognize and apply the 
special rules of the §414(k) structure which may result in an IRS plan determination failure.

Related bill sections: Sec. 5, AS 14.25.320(b); Sec. 6 , AS 14.25.320(c); Sec. 9, AS
14.25.380; Sec. 10. AS 14.25.400(b); Sec. 23, AS 14.25.510; Sec. 44, AS 39 35.710(c); Sec. 
47, AS 39.35.780; Sec. 48. AS 39.35.800(b); Sec. 62, AS 39.35.910.

Sec. 44 AS 39.35.710(c). Clarifies that the retirement plans established by SB 141 are hybrid 
plans, containing both defined benefits and defined contributions, which fall under 
the Internal Revenue Code section 414(k).

Reason: This is one of several conforming amendments necessary to pay all the benefits 
required in accordance with the intent of SB 141 and the retirement plans contained therein. 
SB 141 provides both guaranteed fixed benefits for certain eligible persons as well as 
benefits based upon defined contributions to an individual account, medical benefits, and 
medical expense reimbursements. This type of plan structure is provided for under 26 USC 
414(k) "Certain plans.” These changes, in combination with others, are designed to clarify 
the structure of the new retirement plans in order to successfully obtain a favorable ruling 
from the IRS.

Consequence: If this amendment is not adopted, the IRS may not recognize and apply the 
special rules of the §414(k) structure which may result in an IRS plan determination failure.
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Related bill sections: Sec. 5, AS 14.25.320(b); Sec. 6 , AS 14.25.320(c); Sec. 9, AS
14.25.380; Sec. 10, AS 14.25.400(b); Sec. 23, AS 14.25.510; Sec. 43, AS 39.35.710(b); Sec. 
47, AS 39.35.780; Sec. 48, AS 39.35.800(b); Sec. 62, AS 39.35.910.

Sec. 45 AS 39.35.730(c). Clarifies that any voluntary contributions made by an employee 
under AS 39.35.730(b) can only be made with pre-tax dollars to the extent permitted 
under federal law.

Reason: The Internal Revenue Code allows pre-tax contributions only if the employee does 
not have the option of choosing to receive the contributed amounts directly instead of having 
them paid by the employer to the retirement plan. This is the case for contributions 
mandated by statute; however, a voluntary contribution clearly does not meet this test, Under 
certain restricted arrangements that involve a one-time irrevocable election, the IRS will 
allow voluntary contributions on a picked-up (pre-tax) basis. This amendment allows the 
State the flexibility to define such a restricted arrangement in both regulation and in its 
Private Letter Ruling request.

Related bill sections: Sec. 7, AS 14.25.340(c).

Sec. 46 AS 39.35.750(e). Adds a fund source in statute to pay for the monthly pension that
may be elected by a disabled peace officer or fire fighter upon eligibility for normal
retirement. Clarifies that the employer contributions for the defined benefits under 
this subsection (occupational disability, occupational death, and disabled peace 
officer/fire fighter retirement benefits) will be deposited to a separate trust account.

Reason: The legislature specified that a monthly pension benefit calculated under AS 
39.35.370(c) elected by a disabled peace officer or fire fighter would not be paid out of the 
PERS defined benefit trust (AS 39.35.890((h)(2)); however, the legislature did i o’ specify a 
funding source for those benefits. The “trust account” is new language to clarify these 
employer contributions are treated differently and kept separate from the contributions to the 
plan’s individual member accounts. This language is also present in new subsection (e) of 
AS 14.25.350.

Consequence: The consequence of not enacting this amendment is that there will be no 
funding source from which to pay retirement benefits for disabled peace officers and fire 
fighters who elect to have their retirement benefits calculated under AS 39.35.370(c) once 
the normal retirement date is reached and disability benefits end.

Related bill sections: Sec. 8 AS 14.25.350(e); Sec. 54, AS 39.35.890(h).
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