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SUMMARY

The Alaska Supreme Court held that health insurance benefits provided to public employee retirees are

accrued retirement benefits protected from diminishment or impairment under article XII, section 7 of

the Alaska Constitution. The court further held that constitutional protection extends to the benefits

themselves, rather than merely the premiums paid by the state. However, when evaluating changes to

health insurance coverage, the balance between disadvantages and offsetting advantages generally

must be assessed from the perspective of the retiree group rather than individual retirees. The court

affirmed in part, reversed in part, vacated in part, and remanded the case.
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The State petitioned for review of a superior court order granting the
retirees' motion for summary judgment and denying the State's cross-
motion in a class action challenging changes to retiree health insurance

benefits under article XII, section 7 of the Alaska Constitution.

Summary judgment is reviewed de novo. Interpretation of a
constitutional provision is a question of law reviewed under the court's

independent judgment.
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QUESTIONS PRESENTED

1. Whether health insurance benefits provided through Alaska's public employee retirement systems are
accrued benefits protected from diminishment or impairment by article XTI, section 7 of the Alaska

Constitution.

2. Whether the constitutional protection extends only to the premiums paid by the State or instead protects

the health insurance coverage and benefits themselves.

3. Whether the comparative analysis of disadvantages and offsetting advantages resulting from changes to
retiree health insurance must be conducted individually or from the perspective of the affected retiree

group.

HOLDINGS

1. Health insurance benefits that form part of the retirement benefit package are accrued benefits protected
by article XII, section 7 of the Alaska Constitution.

2. Article XII, section 7 protects the health insurance benefits and coverage provided, not merely the dollar

amount of premiums paid by the State.

3. The balance between disadvantages and offsetting advantages from changes to retiree health insurance
must generally be evaluated from the perspective of the affected group rather than on an individual-by-

individual basis.

KEY QUOTATIONS

“Summary judgment is proper if there are no material facts in dispute and the moving party is entitled to
judgment as a matter of law.” (71 P.3d at 886)

“We conclude that the term "accrued benefits" is not limited to just the benefits that were provided to public

employees at the time of ratification of the constitution.” (71 P.3d at 888)

“The natural and ordinary meaning of "benefits" in a health insurance context refers to the coverage

provided rather than the cost of the insurance.” (71 P.3d at 889)

“Like the Michigan circuit court, we believe that health insurance benefits must be allowed to change as
health care evolves.” (71 P.3d at 891)



“Further, we reiterate that equivalent value must be proven by a comparison of benefits provided—merely

comparing old and new premium costs does not establish equivalency.” (71 P.3d at 892)

FACTUAL BACKGROUND

The State began paying major medical insurance premiums for PERS and TRS retirees in 1975, and State
publications represented that retiree medical coverage would be provided during retirement. In 1999 and 2000,
after consultation with retirees, the State modified the group health plan, increasing some benefits while
reducing or restructuring others and seeking cost neutrality. The retirees alleged that the changes diminished or

impaired accrued retirement benefits protected by article XTI, section 7 of the Alaska Constitution.

PROCEDURAL HISTORY

Retiree organizations and individual retirees filed separate actions challenging 1999 and 2000 modifications to
the State's group health insurance plan. The cases were consolidated and certified as a class action involving
more than 20,000 PERS and TRS retirees. After discovery, the superior court granted summary judgment to the
retirees, deferred consideration of remedies, and the State sought review. The Alaska Supreme Court affirmed in

part, reversed in part, vacated the conclusion that the changes violated the Constitution, and remanded.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The case was remanded for further proceedings consistent with the opinion, including evaluation of the
challenged health-plan changes under a generally group-based equivalency analysis supported by reliable

statistical or actuarial evidence and the court's stated cautions.
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