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CHALLENGE

HISTORY
Alaska’s Recruitment and Retention Crisis 

SOLUTION

WHY SB 88

2005 Alaska implemented a Defined Contribution plan

A retirement system with reasonable costs and fair benef

Alaska has a strong interest in ensuring quality public 
servants fill the ranks of our public service agencies
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• Recruitment and Retention      
has collapsed

• Staggering vacancy rates

CHALLENGE

“We’re sending Troopers to domestic violence by themselves. Bad things happen. Either we end up hurting the 
person… or a Trooper gets assaulted and gets hurt.  I mean this is ridiculous, really, when you think about it.”

DPS Commissioner James Cockrell, Joint House and Senate State Affairs, February 7, 2023
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WHY IS THIS HAPPENING?
“A lot of our vacancies and our cyclic throughput on 
employees really began increasing since 2006. If you 
remember that was the break point between Tier III and 
Tier IV employees for the State of Alaska so once the 
pension benefits disappeared and we became 
contribution or matching based employer, those benefits 
became transportable. Our ability to retain employees, 
really much longer than four or five years anymore, 
and no more than ten years became largely impacted 
by trends and portability of those benefits. ”

-Wolfgang Junge, DOT&PF Central Region Director, 

House Finance, February 15, 2022
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“...probably the biggest 
challenges that faces our 
state agencies right now in 
terms of executing on the 
programs in the 
appropriations they've 
been entrusted with, and 
that is the challenge of 
recruiting and retaining 
the staff to actually do the 
work.”

OMB Director Neil 
Steininger
S FIN 1-24-23
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DB vs DC
Comparison
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HISTORY
● Prior to 2002 the DB system was well funded 

● 2002 to 2004 - Erroneous actuarial advice by 
Mercer compromised the DB system

● 2006 - The Defined Contribution plan was 
implemented 

● 2007 State of Alaska ARM Board filed suit against 
Mercer for covering up its malpractice, SOA prevailed 

7



DB System Funded Ratio History

Source: Buck Actuarial Valuation Report - May 2022 8



Triple Safeguards Since 2006
1.Buck Consulting, (State Actuary) provides annual review    

of pension assets and liabilities

2. ARM Board Actuary reviews Buck’s work every year

3. Every 4th year a third Actuary reviews ARMB and Buck        
actuarial reports.           

NOT             
LIKELY! 

Will this happen again?

9



A Proposed Solution
Senate Bill 88

A retirement system with reasonable costs 
and fair benefits
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● Builds on best practices of other states

● Share s  risk b e tween emp loyees , emp loye rs , and  
re t ire e s

● Ensure s  sys tem will remain solvent

Structural Features of SB 88
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EMPLOYEE CONTRIBUTION 
SB 88 Structure 

PERS & TRS 
• 8- 12%adjustable by ARM Board

• Employees share the risk contributing more       
during poor market returns

12



EMPLOYEE CONTRIBUTION 
SB 88 Structure  

● Arizona 
● Colorado 
● Idaho 
● Iowa
● Maine 
● Montana 
● Nevada 

12%

8%

In Depth: Risk Sharing In Public Retirement Plans, National Association of State Retirement Accounts, 2018 

States that use a Variable Employee 
Contribution Rate 
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EMPLOYER CONTRIBUTION 
SB 88 Structure

PERS
• 22% is no longer fixed (22% - 12%)
TRS
• 12.56% is no longer fixed (12.56%- 12%)

• Provides relief when full actuarial cost drops below                      
existing contribution rates, to a lower limit of 12%

• Remains the same and aligns with current rates                                      
set by DB and DC tiers 14



Source - Senate Finance Committee February 14, 2023 

2024 ACTUAL EMPLOYER CONTRIBUTION RATES 
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EMPLOYER FEE FOR LATE CONTRIBUTIONS 
PERS and TRS 

SB 88 Structure

• Reduced to normal interest rate from 
current law of 1.5 x interest rate

• Intended to provide financial relief to 
employers 
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VESTING
PERS and TRS 

SB 88 Structure

• Vested at 5 years for both PERS and TRS

• PERS is consistent with prior Defined Benefits 
(DB) plan

• Aligns TRS with PERS vesting period
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QUALIFICATION FOR RETIREMENT 

SB 88 Structure

PERS(Public Safety only)
• 50 years of age w ith 25 years of service 

OR
• 55 years of age w ith 20 years of service

• Allows Public Safety employees to reach 
retirement eligibility prior to 60 years of age 
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QUALIFICATION FOR RETIREMENT

SB 88 Structure

PERS (Non - Public Safety)
TRS(Teachers)

• 60 years of age OR 30 years of service

• Aligns TRS with PERS qualification for 
retirement. 

19



BENEFIT CALCULATION FORMULA 

SB 88 Structure 

PERS (Public Safety only)
• 2.00% first 10 years 

• 2.50% thereafter

• New plan is consistent with PS PERS Tier III 
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BENEFIT CALCULATION FORMULA 

SB 88 Structure

PERS (Non- Public Safety) 
TRS (Teachers) 

• 2.00% first 10 years 
• 2.25% next 10 years
• 2.50% thereafter  
• Aligns TRS with PERS benefit calculation

21



FINAL AVERAGE SALARY 
SB 88 Structure

PERS
• Highest 5 consecutive years of service 

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

service
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ALASKA COST OF LIVING (COLA)  

SB 88 Structure

PERS and TRS

• No COLA is provided for new PERSor TRS
Defined Benefit (DB) plans  

• Keeps the plan solvent 
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POST RETIREMENT PENSION ADJUSTMENTS (PRPA)  
aka Inflation Protection

SB 88 Structure

• ARM Board may provide or withhold PRPA to retirees if 
Defined Benefit (DB) Trust Fund valuation drops below 90%

• Non- residents receive only 50% in PRPA

• This keeps the plan solvent regardless of funding level
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POST RETIREMENT PENSION ADJUSTMENTS (PRPA)  
Inflation Protection 

SB 88 Structure  

Louisiana 
Maryland 

Massachusetts 
Nebraska  

South Dakota 
Wisconsin 

In Depth: Risk Sharing In Public Retirement Plans, National Association of State Retirement Accounts , 2018 

States with PRPA contingent on fund performance  
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RETIREMENT MEDICAL COVERAGE
PERS & TRS

SB 88 Structure

• Coverage is consistent with PERS Tier IV and TRS Tier III 
Defined Contributions (DC) Plans for all employees 

• Employer makes contribution of 3% to employee Health 
Reimbursement Arrangement (HRA) 

• HRA can be used for any qualifying medical need

• Keeps the plan solvent 
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DEATH & DISABILITY BENEFIT
PERS

SB 88 Structure

• Non- occupational disability benefits calculated as normal 
retirement, death benefit is provided

• Occupational disability or death provides 40% of the gross         
monthly compensation

• Add ed non- occupational benefits to provide minimal 
protection to employees and families should they have career 
ending injuries or disabilities occur off the job 27



DEATH & DISABILITY BENEFITS
TRS
• Non- occupational and occupational disability benefits 

are 50% of member’s base salary immediately before 
disability plus 10% for each dependent child up to four

• Occupational death provides 40% of the average base 
salary until retirement age and then normal retirement

• Non- occupational death provides a lump sum or 50% 
joint & survivor option

SB 88 Structure 
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REQUIREMENT OF SEPARATE ACCOUNTING
• In the past, no separate accounting for prior DB tiers

• Plan administrator and ARM Board are required to 
account for and track contributions, assets, earnings,  
and liabilities of the members of the new plan

• This will maintain separate attribution of assets                      
and liabilities 

SB 88 Structure 
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REQUIREMENT OF SUB- TRUSTS

• Creation of pension and medical sub - trusts for the new 
DB plans, along with existing HRA sub- trusts enable 
better tracking of assets and liabilities and increase 
protection from prior past service costs

• The ARM Board shall establish the sub - trust

SB 88 Structure 
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What will happen to NEW employees after        
SB 88 effective date? 
PERS & TRS

SB 88 Structure 

• New employees would automatically be 
enrolled in the Defined Benefit (DB) system
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What will happen to CURRENT employees 
hired after 2006? 
PERS & TRS 

SB 88 Structure

• Current PERS IV and TRS III members would have 
the option to convert from their Defined 
Contribution (DC) plan to the new Defined 
Benefit (DB) system by November 1, 2024
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What happens to employees who convert to    
the new DB plan if service credit is different? 
PERS & TRS 

SB 88 Structure

• If the DC account value provides fewer DB years than 
worked, the employee may elect to accept those 
service years or pay up to full - service time

• If the value is more than full - service time, the    
member maintains the remainder in the DC account
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What will happen to FORMER DC employees   
with active accounts who return to service ? 
PERS & TRS

SB 88 Structure 

• These returning employees have the option to 
convert to the new DB plan within a four - month 
window
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What will happen to FORMER DC employees  
with inactive accounts who return to service ? 
PERS & TRS

SB 88 Structure 

• These returning employees will become members of 
the new DB plan

• Option: if the employee account was rolled over to 
an IRA and is rolled back into their DC account, they 
may remain with DC 35



TRS Members w/ PERS Service 
PERS Members w/ TRS Service

SB 88 Structure

• Employees that are members of both TRS AND
PERS may elect to have their earnings included in 
the base salary of their selected DB plan to 
potentially count toward their pension benefit 
calculation 
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Current DC Employee Trends 
What’s happening now…
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• Over last 7 months, withdrawals of TRS DC and PERS DC are 
approximately $62 million dollars

• 90% of these withdrawals came after 5 years, or 100% vesting

• On average $12.4 million/month is being withdrawn from the DC systems

• Hundreds of millions of dollars are leaving the system and potentially 
the state each year

March 16-17,2023 Board Meeting
Alaska Retirement Management Board

Div. Of Retirement & Benefits 
Supplement to the Treasury Report
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Alaska 
Retirement 
Management 
Board (ARMB) 
Schedule of 
Non- Investment 
Changes 
By 
Fund
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Legislative Research Report (Jan. 2011)

• PERS return to Social Security considered

• Alaska must alter its “Section 218”                                                  
agreement with the Social Security 
Administration

• All employees must be allowed to vote

• High complexity to replace Supplemental 
Benefit System (SBS) with equivalent value Social Security  

Return to Social Security?
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• Even with actuarial assessment of equivalency it 
would likely be left to courts to determine amounts

• The consistent message is extending Social 
Security to current non - covered employees raises 
overall cost of retirement plans substantially

VERY 
DIFFICULT!

Return to Social Security?
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• Created by the State to replace Social Security

• Most School Districts and Municipalities did not join 
SBS

• Therefore, large number of Public Employees are 
without either SS or SBS

Supplemental Benefit System (SBS)
aka Alaska Supplemental Annuity Plan
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• A HRA must be funded solely by an employer per IRS 

• Not paid through voluntary salary reduction agreement on 
the part of employee

• Employee pays no federal taxes or employment taxes on 
money put in HRA by employer

• Used tax free for qualified medical expenses, not included 
in employee’s income

• Unused amounts can be carried forward for years

Health Reimbursement Arrangement (HRA)    
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Safeguards in place 
• Protect against downside risk

• Triggers to increase contributions

• Adjust benefits if needed to keep plan solvent

• Conservative rate of return

SB 88
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Cost Savings
• Retain employees

• Save recruitment costs

• Save onboarding costs

• Retain experience & knowledge

SB 88 
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CONCLUSION  

SB 88 Structure

• Alaska’s workforce challenges, recruiting and 
retaining public workforce are the primary 
motivation driving this legislation. 

• Pensions remain the best fiscal choice for   
the state to meet these goals: recruitment 
and retention. 
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THANK YOU
Questions ? 

Senator Cathy Giessel
District E 

(907) 465 - 4843
sen.cathy.giessel@akleg.gov
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Addendum

48



Source - Senate Finance Committee February 23, 2023 49



Source - Senate Finance Committee February 23, 2023 50



Source - Senate Finance Committee February 23, 2023 51
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