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Identifier: SB088CS(L&C)-RET-PERS-05-12-2023

Title: RETIREMENT SYSTEMS; DEFINED BENEFIT

OPT.

Sponsor: GIESSEL

Requester: (S) FINANCE

Department: State Retirement Payments

Appropriation: PERS State Assistance

Allocation: All Other PERS

OMB Component Number: 2866

Expenditures/Revenues
Note:  Amounts do not include inflation unless otherwise noted below. (Thousands of Dollars)

Included in
FY2024 Governor's

Appropriation FY2024 Out-Year Cost Estimates
Requested Request

OPERATING EXPENDITURES FY 2024 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Personal Services
Travel
Services
Commodities
Capital Outlay
Grants & Benefits
Miscellaneous (905.0) 11,761.0 14,895.0 17,735.0 21,438.0
Total Operating 0.0 0.0 (905.0) 11,761.0 14,895.0 17,735.0 21,438.0

Fund Source (Operating Only)
1004 Gen Fund (UGF) (905.0) 11,761.0 14,895.0 17,735.0 21,438.0
Total 0.0 0.0 (905.0) 11,761.0 14,895.0 17,735.0 21,438.0

Positions
Full-time
Part-time
Temporary

Change in Revenues
None
Total 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimated SUPPLEMENTAL (FY2023) cost: 0.0 (separate supplemental appropriation required)

Estimated CAPITAL (FY2024) cost: 0.0 (separate capital appropriation required)

Does the bill create or modify a new fund or account? Yes
(Supplemental/Capital/New Fund - discuss reasons and fund source(s) in analysis section)

ASSOCIATED REGULATIONS
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? Yes
If yes, by what date are the regulations to be adopted, amended or repealed? TBD

Why this fiscal note differs from previous version/comments:
Not applicable, initial version.

Prepared By: Ajay Desai, Director Phone: (907)465-4471
Division: Retirement & Benefits Date: 05/12/2023
Approved By: Leslie Isaacs, Administrative Services Director Date: 05/12/2023
Agency: Department of Administration
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This bill would allow all those who became a member of the Alaska Public Employees' Retirement System (PERS) or 
Alaska Teachers' Retirement System (TRS) Defined Contribution Retirement (DCR) plans between July 1, 2006 and June 
30, 2024 to make a one‐time irrevocable election to join the new PERS or TRS Defined Benefit (DB) plan before 
November 1, 2024. All post‐July 1, 2024 PERS hires will enter the new PERS DB tier and all post‐July 1, 2024 TRS hires will 
enter the new TRS DB tier.

The key benefit provisions are provided in the bill for both the defined pension benefit and eligibility requirements for 
the healthcare benefits, which are similar in scope to what is currently provided in the current DCR healthcare plans. New 
sub‐trusts will be established for each of the new tiers DB benefits. This is necessary to account for the financial activity 
of each respective PERS and TRS defined benefit pension and healthcare benefit to properly value each benefit in the 
annual actuarial valuation reports. The annual actuarial valuation reports are the basis for the Alaska Retirement 
Management (ARM) Board to adopt future PERS and TRS employer contribution rates.

The Division of Retirement and Benefits' consulting actuary, BUCK Global LLC (Buck), has calculated the fiscal impacts if 
this bill should pass as written. Projections reflect an increase to the FY2025‐2039 PERS additional state contributions and 
decreases to the TRS additional state contribution in FY2025‐FY2028 and then increases from FY2029‐2039. The change 
in the additional state contributions for PERS and TRS is due to the change in the sources of contributions to each system 
and the change in the defined benefit and defined contribution distribution of funding.

Since this bill would take effect on July 1, 2024, there is no fiscal impact to the PERS and TRS Fiscal Year 2024 additional 
state contributions because these amounts have already been adopted by the ARM Board. 

If future experience matches the actuarial assumptions used to value the plans' liabilities, the dollar impact on the PERS 
and TRS additional state contribution is reflected below (dollars in thousands):

Year FY2025 FY2026 FY2027 FY2028 FY2029
PERS $ 4,469 $13,743 $15,876 $18,052 $21,008
TRS $(5,374) $ (1,982) $    (981) $    (317) $     430
Total $   (905) $11,761 $14,895 $17,735 $21,438

While current projections show a reduction to the additional state contributions for FY2025, projected future total 
additional state contributions for FY2026 and beyond are expected to increase. As noted on page 3 of the 
attached letter from Buck dated May 11, 2023, projected net total increases to the additional state contributions from 
FY 2025‐2039 amount to $517.2 million.

As noted in the next to last paragraph on page 1 of the Buck letter, "By shifting active members and all future hires from 
the DCR plans to the DB plans, the State will be taking on greater risk of larger unfunded liabilities and higher 
contributions in future years."

It should be noted that there will be a net increase in FY 2025 State of Alaska‐as‐an‐employer payroll contributions 
because projected FY 2025 payroll and beyond is projected to increase if this bill is implemented.

The fiscal impact to the State of Alaska‐as‐an‐employer is shown in a separate fiscal note, but is included on page 3 of 4 
of this fiscal note to show the total impact of implementing CSSB 88.  The increase to the State of Alaska‐as‐an‐employer 
(PERS) is expected to increase by $701.1 million.
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Below are two tables which summarize the fiscal impacts of implementing CSSB 88 versus the current systems in place.

The first table summarizes the fiscal impacts to the PERS and TRS Additional State Contributions required by AS 39.35.280 
and 14.25.085.

The second table summarizes the fiscal impacts to the State of Alaska‐as‐an‐employer as the State is required to pay the 
full actuarially adopted rate, which is expected to increase over the next 15 years.
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FISCAL NOTE ANALYSIS

STATE OF ALASKA BILL NO.

The table below summarizes the fiscal impact of CSSB 88 reflecting the change in the PERS / TRS Additional State 
Contributions and the change to the State‐as‐an‐Employer (PERS) reporting a combined 15‐year increase of $1.2 Billion.
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