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Governor Dunleavy’s FY 2027 budget highlights 
the critical struggle of 

recruitment and retention 
in most public service agencies
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“The State of Alaska has had a really hard time hiring 

and retaining…It has gotten progressively worse…we 

used to have around 30-35 findings in a single audit, 

now we have 80-90 right now.” 

–Kris Curtis, State Auditor (LB&A, Nov. 2025 meeting)
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• 2025 LEGACY DB FUNDING RATIO
o TRS - 80%
o PERS - 70%

• ARM Board is committed to paying off the LEGACY DB past 
service cost by 2039

• The assets had a 10.1% actual return for FY25 exceeding the 
benchmark of 7.25% assumed return

Gallagher 2025 Valuation Results to ARMB (Dec. 2025)

• Total nominal gains for calendar year 2025 were 
approximately $4.4 billion

Dept. of Revenue Investment Updated to HFIN (Jan. 2026)

Legacy Defined Benefit
PERS & TRS 2025 Valuations



CURRENT DEFINED CONTRIBUTION ACTIVITY
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DRB PERS & TRS Comprehensive Financial Reports for June 30, 2025

• TOTAL DC PERS AND TRS WITHDRAWALS exceeded $160 million

• TOTAL DC PERS AND TRS WITHDRAWALS including the 

     Supplemental Annuity and the Deferred Compensation Plan 

     was nearly $500 million

• 90% of these withdrawals came after 5 years of service or 100% vested
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RETIREMENT SYSTEM MEMBERSHIP
(as of June 30, 2025)

DRB’s PERS & TRS Funding Status (HFIN meeting, Feb. 3, 2026)



• HB 78 will lower recruitment and training costs 

     while preserving service quality

• Shares Risks with Safeguards

• Built on Best Practices of other States

• HB 78 is a strategic investment in Alaska’s workforce, 

     economy, and future.

HOUSE BILL 78

A NEW Competitive and 
Responsible Retirement Plan
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HB 78 Structure
EMPLOYEE CONTRIBUTION

7

PERS & TRS 

8-12% adjustable by ARM Board based on 90% 
trust fund valuation

Employees share the risk contributing more    

during poor market returns 

(SECTIONS 8 & 63)



      HB 78 Structure

EMPLOYEE CONTRIBUTION

States that use a Variable Employee Contribution Rate

Idaho
Iowa
Maine
Montana
Nevada 
 Wisconsin
 Arizona
 

10%

8%

In Depth: Risk Sharing In Public Retirement Plans, 
National Association of State Retirement Administrators

     12%

     8%
 

Alaska 
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HB 78 Structure
   EMPLOYER CONTRIBUTION
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PERS

 12-22%

TRS

 12-12.56% 

PERS & TRS

 State maintains existing liability toward past 
service cost above the 22%

When Employee contribution rate rises or is reduced,

Employer contribution is synced by an equivalent total sum 

(SECTIONS 8, 10, 63, & 68)



Vesting

5 years for PERS and TRS

PERS consistent with prior DB Tier 3
 
Aligns PERS and TRS

(sECTIONS 17, 28, & 73)
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HB 78 Structure



Qualification  for Retirement

  TRS & PERS (non-public safety) 
  Age 60 with 5 years of service
  or
  30 years of service

  PERS Public Safety 
  Age 50 w/25 years of service 
  or 
  Age 55 w/20 years of service

  (SECTIONS 17 & 74)
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HB 78 Structure



BENEFIT CALCULATION

PERS (public safety) 
2.0% first 10 years
2.5% thereafter

TRS & PERS (non-public safety)
2.0% first 10 years
2.25% next 10 years
2.5% thereafter

  (SECTIONS 19)
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HB 78 Structure



HB 78 Structure
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FINAL AVERAGE SALARY

PERS
Highest 5 consecutive years of service

TRS
Highest 5 non-consecutive (contract) years 
of service

(SECTIONS 26 & 84)



HB 78 Structure
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 NO COLA is provided for new                           
PERS or TRS Defined Benefit (DB) plans

 Keeps the plan solvent

Retirees “Skin in the Game”



HB 78 Structure

POST RETIREMENT PENSION ADJUSTMENTS (PRPA)

aka Inflation Protection

• ARM Board may provide or withhold PRPA to retirees 

if DB Trust Fund valuation drops below 90% 

• Adjusts with the market, reduces risk

• Keeps the plan solvent regardless of funding level

   (SECTIONS 21-23, 76, & 78)
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States with PRPA contingent on fund performance
Nebraska 101% • South Dakota 100% • Wisconsin 102% 

In Depth: Risk Sharing In Public Retirement Plans,                  
National Association of State Retirement Administrators 



HB 78 Structure 
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• Coverage is consistent with DC Plans

• Employees no longer must retire directly from the plan

• Reduced years of service for healthcare eligibility

   PERS & TRS: 30 years to 25 years 

   PUBLIC SAFETY: 25 years to 20 years

• Employer of Public Employees & Teachers contribute               

3% to Health Reimbursement Arrangement (HRA)

• Employer of Public Safety Employees contribute                       

4% to HRA 

• (SECTIONS 25, 44, 46, 76, & 82)

RETIREMENT MEDICAL COVERAGE



HB 78 Structure
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TRS Tier III & PERS IV (hired after June 30,2006)
Have 180 days to opt-in the DB plan

New Employees

New employees will be enrolled in DB plan 

      (SECTIONS 1, 2, 59, & 96) 

Current DC Employee Choice



When Surveyed….
Alaskans overwhelmingly say…

YES!
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Nearly Seven-in-10 Alaskans Back Pension Reform 19

0%
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Oppose, strongly         14%                
Oppose, not strongly    3%

Favor, strongly     57%       
Favor, not strongly 11%

Don't know  15%

17%

68%

15%

Source: Patinkin Research Surveys 
(Public Survey, Nov 2023)

Favor Oppose Undecided Favor Margin

Union HHs 83% 8% 9% +75

Non-union HHs 64% 20% 16% +44

Interior 76% 3% 21% +73

Kenai 78% 13% 9% +65

Southeast 68% 19% 12% +49

Anchorage 67% 18% 15% +49

Fairbanks 64% 22% 14% +42

Mat-Su 60% 21% 20% +39

TOTAL 68% 17% 15% +51



           DPS Internal Retirement Survey – March 2024 
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458 Public Safety 
Employees 

participated

82.61% of
respondents said YES 
to a Defined Benefits 

Retirement

         
            
            Defined      Defined               No  

SURVEY PARTICIPANTS        Benefits  Contributions   Response

 

Defined Benefits (Tier I, II, III)       96.69%       3.31%   
  
Defined Contribution (Tier IV)       75.73%       22.98%               1.29%
            

          



THE COST OF DOING NOTHING

21

PREMIUM PAY EXAMPLES:
Overtime, Holiday, Hazard, Double-time, Differential, Standby, On-call

Source: Department of Administration 1/16/26



HB 78: Net Revenue Positive

• Recruitment and Retention will improve savings in 
training costs, lost workforce hours & premium pay 

• Restores Alaska’s ability to provide critically needed 
services to all Alaskans.
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HB 78 Cost Economic Benefits Net Revenue Positive

ECONOMIC BENEFITS
$62M Reduced Hiring & Training

$14M Higher Investment Returns

$76M Annual Savings

($64M Average Annual State Errors)

5-Year Net Positive

$100.1M
Source: Ghilarducci’s Executive Summary: Defined Benefits Plans 
and Alaska Public Employees; FY20-24 Single Audit Reports from 
Legislative Budget and Audit



HB 78: A CONSERVATIVE, SHARED-RISK DESIGN
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• SHARED-RISK FRAMEWORK: 
EMPLOYEES AND EMPLOYERS 

SHARE IN GAINS/LOSSES.

• GUARDRAILS ON EMPLOYER 
RATES; AUTOMATIC 

ADJUSTMENTS IF FUNDING 
DRIFTS.

• COST-OF-LIVING FEATURES 
DISCIPLINED AND ALIGNED 

WITH FUNDING STATUS.

• STRESS-TESTED FUNDING 
POLICY WITH CONSERVATIVE 

ASSUMPTIONS (7.25%).

• MODELED AFTER OTHER STATES 
DURABLE PLANS TO MINIMIZE 

VOLATILITY.



THANK YOU
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