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HB75 - Employer Contributions to PERS

 Removes cap on Public Employee Retirement System (PERS) payroll contributions
made by the State of Alaska as an employer

e Continues to fully fund the state’s obligation to the PERS system

* Applies only to the State of Alaska, does not impact other PERS employers
* Does not impact Teachers Retirement System (TRS)

* Does not change retiree or active employee benefits

* No change to employee contributions

* Does not reduce employer contributions to PERS

* Allows for full cost share with federal programs and other sources used to fund state
programs, thereby reducing general fund expenditures by $25.7 million in FY22




HB75 - Background: Alaska’s Retirement Obligations
* The PERS unfunded liability was estimated to be $4.6 billion in FY20

* Current annual cost to pay down the unfunded liability is split between
employer contributions and the state assistance payment, or “on-behalf”
payment

o Employer contributions (22%) on employee salaries - mixed fund sources

o On-behalf payments for Municipalities and other PERS employers - 100%
UGF

o On-behalf payment for State of Alaska as an employer - 100% UGF

* This bill addresses the on-behalf payment for State of Alaska as an employer




State of Alaska PERS On-Behalf Payments

* In 2008, the legislature established a uniform rate for payroll contributions for
all PERS employers - 22%

* The State of Alaska is required to pay the difference between capped employer
payroll contributions and the full actuarial liability (30.11% in FY22)

* Called the state assistance or “on-behalf” payment

* For FY22, the total on-behalf payment to PERS is $193.5m (UGF)

* $95.7m of that amount is made by the state on behalf of itself
* The remaining $97.8m is made on behalf of 153 other active PERS employers
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HB75 - State of Alaska as an Employer Retirement Obligation - Current Law

State Payroll Contribution - 22% of Payroll On-Behalf
$246.3 million $95.8 million

$106.3 m $303m S$73.0m $36.8m

Payroli Current
Contribution On-Behalf Law Total %
UGk 1063 958 2021  59%
DGF 303 00 303 9%
Other 730 00 730  21%
Fed 36.8 0.0 36.8 11%




HB75 - State of Alaska as an Employer Retirement Obligation - Proposed Law

State Payroll Contribution — 30.11% of Payroll

$342.2 million
$176.4 m $34.2 m $90.8 m S48.5 m
Current  Proposed Law

Law Year 1 % Change
UGk 2021 1764 50%  (25.7) Savings will grow over time:
DGE 30.3 34.2 10% 3.9 * Some programs show savings in year one
other -y s o \os * Some cost allocations require 1 to 3 years
ey s PP o 1 to adjust - dependent on negotiation of
el 3mra  ses 7 g federal cost allocation plans
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HB75: FY2022 Budget Impact

Total budget impact, all fund sources - FY2022 _ _
Department UGF DGF Other Fed Total
Administration 5,423.2 818.1 974.8 7.5 7,223.6

Transportation 9,299.8 65.0 8,740.8 3122 18,417.8
Agency Subtotal 70,107.1§ 3,879.6§ 17,773.9§ 11,662.9§ 103,423.5
PERS State Assistance Payment (95,794.5)? - (95,794.5)
Total FY22 Budget Impact (25,687.4) 3,879.6 17,773.9 11,662.9 7,629.0

See HB75 FY2022 Budget Impact Handout A for more detail




Historical PERS Contribution Rates
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2003 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Employer Rate | 22.00% 22.00% 22.00% 22.00% 22.00% 22.00% 22.00% 22.00% 22.00% 22 00% 22.00% 22.00% 22.00% 22.00% 22.00%
Actuarial Rate | 32.51% 3522% 27.65% 2796% 33.49% 35.84% 35.68% 31.90% 27.19% 26.14% 2501% 2758% 28.62% 30.85% 3011%
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