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COW TTEE CALENDAR

CS FOR SENATE BILL NO. 141(FIN)
"An Act relating to the teachers' and public enployees’
retirement systens and creating defined contribution and health
rei mbursenent plans for nenbers of the teachers' retirenent
system and the public enployees' retirenment system who are first
hired after July 1, 2005; relating to university retirenment
prograns; establishing the Al aska Retirenment Managenent Board to
replace the Alaska State Pension Investnent Board, the Al aska
Teachers' Retirement Board, and the Public Enpl oyees' Retirenent
Board; adding appeals of the decisions of the adm nistrator of
the teachers' and public enployees' retirenent systens to the
jurisdiction of the office of adm nistrative hearings; providing
for nonvested nenbers of the teachers' retirenment system defi ned
benefit plans to transfer into the teachers' retirenment system
defined contribution plan and for nonvested nenbers of the
public enployees' retirenent system defined benefit plans to
transfer into the public enployees' retirement system defined
contribution plan; providing for political subdivisions and
public organizations to request to participate in the public
enpl oyees' defined contribution retirenent plan; and providing
for an effective date.”

HEARD AND HELD
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Heard & Hel d
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05/ 07/ 05 (H) RECEDE MESSAGE

05/ 07/ 05 (H) CONFERENCE COWM TTEE APPQO NTED

05/ 07/ 05 (H) SEATON, WEYHRAUCH, CRAWCRD

05/ 08/ 05 (S LI M TED PONERS FREE CONFERENCE GRANTED

05/ 08/ 05 (H) LI M TED PONERS FREE CONFERENCE GRANTED

05/ 09/ 05 (S) CONFERENCE COW TTEE DI SCHARGED

05/ 09/ 05 (S FREE CONFERENCE COWM TTEE APPO NTED

05/ 09/ 05 (S) STEDVAN (CHAIR), W LKEN, ELTON

05/ 09/ 05 (H) CONFERENCE COW TTEE DI SCHARGED

05/ 09/ 05 (H) FREE CONFERENCE COWM TTEE APPQ NTED

05/ 09/ 05 (H) KELLY, HAWKER, KERTTULA

05/ 10/ 05 (H 141 AT 2: 30 PM SENATE FI NANCE 532

05/ 10/ 05 (H) PUBLI C EMPLOYEE/ TEACHER
RETI REMENT/ BOARDS

05/ 11/ 05 (H 141 AT 10: 00 AM SENATE FI NANCE 532

05/ 11/ 05 (H) -- Meeting Canceled --

05/ 11/ 05 (S 141 AT 6: 00 PM SENATE FI NANCE 532

05/ 11/ 05 (S -- Meeting Postponed to 5/12/05 --

05/ 12/ 05 (H) 141 AT 8: 00 AM SENATE FI NANCE 532

05/ 12/ 05 (S 141 AT 1: 00 PM SENATE FI NANCE 532

W TNESS REG STER

No wi t nesses

ACTI ON NARRATI VE

SB 141- PUBLI C EMPLOYEE/ TEACHER RETI REMENT/ BOARDS

CHAI R BERT STEDMAN called the Free Conference Commttee on SB
141 to order at 8:35:50 AM Present were Representatives
Kerttul a, Kel |y, Hawker, and Senators Elton, WIken, and
St edman.

CHAIR STEDVMAN reviewed the progress made by the conference
commttee with limted powers of free conference. He said he
would like to honor the points of agreement from that commttee
and |eave intact the negotiated decisions made by forner
commttee nenbers. [See mnutes from neetings on May 7, 8, and
9, 2005.] He directed nenbers to the chart entitled, *“Adopted by
SB 141 Conference Committee with Limted Free Powers” dated My
10, 2005, which details the areas of difference between the
House and Senate versions of SB 141. He recapped the areas of
agreenent by the previous commttee:
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Iltem 4: Benefit fornmula equals 13 percent per vyear to the
defined contribution account plus investnent earnings

Item 7: Enpl oyee Contribution Rates — Del eted as per House plan

Item 8: House and Senate concepts were the sanme. Added verbi age
saying neither the House nor Senate felt it prudent that
contribution rate on current tiers fall below the normal service
cost. He pointed out the normal cost differs substantially from
the past service cost. This will assure that regardless of the
condition of the plan, the contribution shall never fall below
the normal service cost. He said over tine, plans have a
tendency to be over-funded and under-funded and the extrenes
create probl ens.

Items 9(a), (b), (c) — the follow ng anounts were accepted:

5.00 %contribution to DC account (House)

1.75 % to Medical (Senate)

3.00 %to HRA (New-enpl oyer pays, tax-free to enpl oyee)
.35 %to Death and Disability Benefits (New)

10.10 %t ot al

8:46: 32 AM

SENATOR KIM ELTON said his wunderstanding was the death and
disability benefits would be .4 percent for peace officers and
firefighters and .3 percent for other enployees. He asked if the
chart shows the average of the two at .35 percent.

CHAIR STEDVAN replied it’s an actuarially calculated rate that
depends on the benefits sel ected.

SENATOR ELTON said he was still trying to figure out whether a
peace officer’s enployer would pay .4 percent and a highway
engi neer’s enployer would pay .3 percent or whether both
enpl oyers will pay .35 percent.

CHAI R STEDVAN replied, “It’s a conposite rate. It is 4 and 3 and
there will be individual calculations on it.”

SENATOR ELTON clarified the enployer of a highway engi neer would
pay .3 percent while the enployer of a police officer would pay
.4 percent.

CHAI R STEDVAN sai d that is his understanding.
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8:57:13 AM

SENATOR ELTON referenced Item 19 and asked if a nunicipal
enpl oyee would have to return to the previous municipal enployer
or whether the enployee could return to any participating
enpl oyer prior to age 65.

CHAIR STEDWVAN replied the enployee could do it either way and
the prior years would count.

CHAI R STEDVAN conti nued the recap:

I[tem 20, retirement boards, and said the proposed structure is
totally different from the current board structure. The current
board spends 80 percent of its time on appeals. The proposal is
to send appeals to admnistrative law judges, rather than the
board. The current board also agrees on actuarial assunptions
and setting the contribution rates. The new board w Il take on
those functions along wth the responsibilities of the assets
and liabilities. The Senate wanted a ni ne-nenber board including
the comm ssioners of admnistration and revenue, three Al aska
residents who are non-beneficiaries of the system a nunicipal
finance officer, a school district finance officer, one nenber
from PERS and one nenber from TRS. The House wanted the sane
make-up except for two PERS and two TRS nenbers and one Al aska
resident who is a non-beneficiary of the system The previous
commttee discussed the need for the board conposition to
reflect the enployees’ needs versus the need for nor e
representation on the board of non-beneficiaries to address the
need to prevent shortfalls. Menbers decided the nunber of non-
beneficiaries would be two and the nunicipal and school district
finance officer positions would be conbined. He noted the new
board structure mrrors that of the Al aska Permanent Fund
Cor porati on board.

9:03: 11 AM

SENATOR ELTON referenced Item 22a relating to retirenent board
terms and said three years works with six year terns, but the
staggering should be two years apart for four year ternms. For
exanple, a PERS nenber mght rotate out the first and third
years and a TRS nenber the second and fourth years.

CHAIR STEDVAN said that section references the existing
structure in statute.
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SENATOR ELTON said he still believes it would be a two-year
stagger so that two PERS nenbers would not conme off one after
t he ot her.

CHAI R STEDVAN agreed to look into that, but thought it was taken
care of in statute. He noved to Item 25, board conpensation, and
said the Senate used the current $150 per day honorarium fee;
t he House used $400 per day, based on the Al aska Permanent Fund
Corporation board s policy. The previous conmttee agreed on the
House nunber.

CHAIR STEDMAN told nenbers the previous conmttee accepted the
House ratio of 105 percent for the Ad hoc PRPAs. The previous
committee deleted item 28, which pertained to legislative
enpl oyees. Regarding Item 29, the previous commttee adopted the
House provision, which closes a |oophole in existing |law that
deals with medical benefits for second families of retirees who
di ed.

9: 08: 43 AM

CHAIR STEDVMAN said of the itens that remain open, Item 30,
dealing wth the University of Alaska Optional Retirenent
Program is probably the one that the conmttee could resolve
nost easily when the tine is appropriate. The University has
proposed | anguage to the committee.

9:12: 53 AM

CHAI R STEDVAN noted Item 32 is clean-up | anguage; Item 33 nakes
no changes to current statute. In Item 34, the Senate thought
the cost saving neasures should be taken care of via regulation
while the House wanted them put in statute. The previous
committee adopted the Senate approach. Regarding Item 35, the
House requirenent that the Division of Retirenent and Benefits
submt an annual report to the | egislature was accepted.

CHAI R STEDVAN said that detailed discussion on open Item 37, the
sunset provision, and open Item 38, continuing the option for
the defined benefit plan into the future, would occur at the
next neeting. He didn't intend to try to resolve those itens
today. He did want to try and honor the previous agreenents and
deal wth the three open itenms. Regarding Item 39, the previous
commi ttee agreed upon the House’'s fiscal note.

He said clean up work is required in a few areas of the House
bill. He pointed to page 15, line 15 through page 16, line 2

CONF CMTE ON SB 141 - 8- May 12, 2005



dealing with retirenent plan choices; page 84, line 20 to page

85, line 7, dealing with retirenent plan choices; and page 115,
lines 13 through 29. There's a problem with the reference pages
for the university section on page 41, line 5 through page 45,
l'ine 11.

9:17:53 AM

CHAIR STEDVAN said he'd like nmenbers to |look at the points and
he'd |ike feedback from each nenber on trying to hold the
di scussion to the open itens. In particular he would nake sure
everyone received the |anguage on the university issue. He said
the Senate is flexible, but sone issues are nore difficult to
nove on.

9:19:18 AM

CHAI R STEDVAN said he would like to deal with Item 30 [UA] | ast
since it is easier and it wuld be nice to close on an easier
i ssue.

REPRESENTATI VE M KE HAWKER suggested the comittee would be
better off resolving issues where ready agreenent could be nade
to define the points of contention.

CHAIR STEDWAN said clearly, Itens 37 and 38 would be the npst
difficult evidenced by the fact that the previous committee was
unabl e to resol ve t hem

REPRESENTATI VE HAWKER said those itens are issues within the
presunption that the defined benefit contribution plan nust be
included in the legislation. Sone sitting at the table are not
in agreenent the entire conponent is appropriate to include in
this bill.

CHAIR STEDVAN replied there are certainly things each nenber
would like to change, but in its current form the bill is a
coll ective conprom se. That being said, they could certainly
expand the approach so the agreed solution deals as a package as
|l ong as that package is reasonable in scope. Cearly the idea is
to nove to the mddle toward a sol ution

SENATOR ELTON said Representative Hawker was al so saying that as
the conmittee works on those two issues, noving toward the
m ddl e doesn't necessarily nean picking one elenent from one
side and another elenment from the other side. As six bright
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peopl e they have the obligation to think broadly and outside the
box and | ook at a nunber of potential solutions.

CHAI R STEDMAN said he recognizes they are in free conference and
have the authority to virtually rewite the entire bill. He
agreed with broadening the scope a little bit to deal with the
i ssues and nove toward conprom se but believes there is a limt
on how far the commttee should stray.

There were no further comments.

CHAI R STEDVAN recessed the neeting to the call of the Chair at
9:24: 08 AM
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