M NUTES
SENATE FI NANCE COWM TTEE
March 31, 2005
9:07 a.m

CALL TO ORDER

Co-Chair Green convened the neeting at approximately 9:07:09 AM

PRESENT

Senator Lyda Green, Co-Chair
Senator Gary W/ ken, Co-Chair
Senat or Con Bunde, Vice-Chair
Senator Bert Stedman
Senat or Lyman Hof f man

Al so Attendi ng: SENATOR GARY STEVENS; SENATOR BEN STEVENS; TERRY
THURBON, Acting Chief Admnistrative Law Judge, Ofice of
Adm ni strative Hearings, Departnment of Adm nistration; JCE BEEDLE,
Vice President for Finance, University of Al aska; GEORGE SULLI VAN,
Chair, Public Enployees' Retirenent Board; RICHARD J SCLIE, SR,
Vice Chair, Teachers' Retirenent Board; TRACI CARPENTER, Staff to
Co-Chair Geen; MELANIE M LLHORN, Director, Division of Retirenent
and Benefits, Departnent of Adm nistration; KATHLEEN STRASBAUGH,
Assi stant Attorney General, Labor and State Affairs Section, Guvil
Di vi si on, Departnment of Law,

Attending via Tel econference: From Fairbanks: JIM JOHANSEN, Vice
President for Faculty and Staff Relations, University of Al aska

SUMVARY | NFORMVATI ON

SB 141- PUBLI C EMPLOYEE/ TEACHER RETI REMENT

The Committee heard testinony fromthe Ofice of Adm nistrative
Hearings, Departnment of Adm nistration; the University of Al aska;
and Board Menbers of the Teachers Retirenment System and the Public
Enpl oyees' Retirenment System The bill was held in Committee.

#sbl141
SENATE BI LL NO 141

"An Act relating to the teachers' and public enployees’
retirement systens and creating defined contribution and
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health reinbursenment plans for nenbers of the teachers’
retirenment systemand the public enpl oyees' retirenent system
who are first hired after July 1, 2005; establishing the
Al aska Retirenent Managenent Board to replace the Al aska State
Pension |nvestnent Board, the Al aska Teachers' Retirenent
Board, and the Public Enployees' Retirenent Board; adding
appeal s of the decisions of the admnistrator of the teachers’
and public enployees' retirenment systens to the jurisdiction
of the office of admnistrative hearings; and providing for an
effective date.”

This was the seventh hearing for this bill in the Senate Finance
Conmittee.

Co-Chair Geen inforned the Commttee that the role, functions and
responsibilities of the Admnistrative Law Judge and the O fice of
Adm ni strative Hearings in the appeals process would be further
clarified.

TERRY THURBON, Acting Chief Admnistrative Law Judge, Ofice of
Adm ni strative Hearings, Departnent of Adm nistration stated that
the Ofice, which was created by SB 203 during the Twenty-Fourth
Al aska State Legislature, becane operational in July 2004. SB 141
woul d specify that the Public Enpl oyees Retirenent System (PERS)
and the Teachers Retirenent System (TRS) woul d be adm ni stered by
the Departnent of Adm nistration, and, in addition, would specify
that rather than PERS/ TRS appeal s being heard by a PERS/ TRS Board,
appeal s would be heard by the Ofice of Adm nistrative Hearings,
also located within the Departnent of Adm nistration. This has
resulted in the perception that the appellants woul d not receive a
fair hearing, as the appeal would be heard by an entity in the sane
Departnent as the entity that nmade the decision. The |aw that
created the Ofice is multi-faceted with the mandate that it be an
i ndependent hearing office. The Ofice nust be housed sonewhere,
and therefore it was placed in the Departnent of Adm nistration in
the sane sense that the Al aska Public Ofices Comm ssion, the
Ofice of Public Advocacy, and the Public Defender Agency are.
"There is no departnent consisting of independent agencies in State
government”; and organi zationally, they nmust be placed sonewhere.
Appreci ation for being placed in the Departnment of Adm nistration
was voiced, as the Ofice has been provided great accounting and
ot her support from the Departnent's Division of Admnistrative
Ser vi ces.

Ms. Thurbon stressed that even though the Ofice is placed within

the Departnent of Admi nistration, "decisionally, the Ofice of
Adm nistrative Hearings is independent”. Laws that have been
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established to clarify this include conditions pertaining to the
appointnment and duties of the Chief Admnistrative Law Judge
(CALJ). The CALJ is appointed by the Governor, subject to
confirmation by the Legislature, for a five-year termand could be
dism ssed "only for good cause". These conditions provide the CALJ
insulation fromthe perception that the CALJ m ght be subject to
pressure. The CALJ extends this insulation to the Admnistrative
Law Judges whom the Chief hires and supervises. The CALJ also
oversees peer review and ensures that there is consistency in
deci sion-making. There is "a barrier between the Departnment in
which the Ofice is organizationally housed and the actual decision
maki ng function".

Ms. Thurbon comented that another inportant aspect is that the
O fice provides a central appeals panel in that individual hearing
officers were renoved from the Departnent of Adm nistration, the
Department of Revenue, and the Departnment of Commerce, Community
and Econom c Devel opnent and physically placed in one |ocale,
i ndependent of any other agency. This renoves any inadvertent
interaction with other agencies and nenbers of the public.

Ms. Thurbon noted that the Ofice has been charged with the
devel opnment of a code, or Cannon, of Hearing Oficer Conduct.
Included in these Cannons are such things as the obligation to
deci de cases independently, inpartially, and fairly. One of the
specific statutory goals of the Ofice is "to increase the public
party's perception of the fairness in adm nistrative adjudi cation"
She stressed that while presentations or forunms assist in getting
the nessage out, the public's perception of fairness nust be
reinforced "one hearing at a time". This fairness issue nust be
shown in correspondence, in discussions |eading up to the hearing,
the presentation the ALJ nakes at the beginning of the hearing, in
the decisions that are |levied, and other interactions. The public
perception has inproved in the short period of time that the Ofice
has been in operation. The Ofice has issued approximtely 150
decisions since January 2005 wth only one request for
reconsi deration and approxi mately three requests for clarification
on decisions. She noted that, when possible, she conducts a survey
of participants regarding "their sense of how the hearing was
handl ed" and she recounted sone of those discussions. Efforts are
made to issue non-judgnental and clear decisions that would be
"well received by all the audiences that have to read them. She
reiterated that the public perception issue woul d be addressed one
case at a tine.

Co-Chair Green voiced appreciation for "the thorough explanation”.

AT EASE: 9:18:34 AM/ 9:19 AM
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Co-Chair Geen noted that the University would now present
information regarding its Optional Retirenent Program (ORP).

JCE BEEDLE, Vice President for Finance, University of Al aska,
informed the Conmttee that he would be presenting proposed
Statutory changes to the ORP, the University's defined contribution
plan (DCP). The University (UA) has been studying the consequences
and the expenses associated with the acceleration of enployer
contribution rates to its benefit plans and have determ ned that
the status quo UA retirenment and health care and other benefit
expenses are projected to grow at a conpounded rate of 19-percent
through the year 2008; these expenses would exceed the revenue
capabilities of the UA. The University's Board of Regents and the
University president, Mrk Hamlton, have furthered "research
efforts” to nodify the University's retirenent plans consistent
Wi th current Statutes.

M. Beedle shared that the UA base salary in 2004 anounted to
approximately $246 nillion; the base salary with growh and noni nal
sal ary adjustnments would increase to $291 nillion or 4.3 percent
conmpounded growt h through the year 2008. UA benefit expenses woul d
increase from $74 mllion to $148 mllion during that tinmefrane,
were no changes made. The 2004 all-inclusive benefit anmounted to
30-percent; for exanple, an enpl oyee earning $1, 000 woul d receive
t he equival ent of $1,300 were benefits factored in. In 2008, the
benefits' rate would equate to 54-percent were the status quo to
continue. "Sonething nust be done".

M. Beedle noted that at a March 17, 2005 neeting with the Board of
Regents, President Ham |lton conmunicated the desire that "rapid
action" to address this situation occur. The University has the
ability to nmake changes that other public entities do not have.
Significant adjustnents, such as "Best Practice Behavior" by its
enpl oyees, have been nmade to the UA health care plan that should
produce rewards by |owering the costs of the current plan. The next
step woul d be to address the | ong-range cost issue.

M. Beedle stated that fromthe year 2005 t hrough 2008, cunul ative
health care and retirenent benefits woul d experience an increase of
$99.5 mllion. The Board and UA nanagenment are supportive of
expanding the UA's ORP Defined Contribution Plan, which operates

"exactly as a 401(K) plan". It does not provide health care
benefits during retirenent. During the time of "the oil price
collapse” in 1986 and 1987, UA was successful in getting

Legi slative approval allowing it to create its Defined Contribution
Plan or ORP.

SFC- 05 (4) 03/ 31/ 05



M. Beedle recounted that, at the tinme, UA was experiencing
difficulty in recruiting personnel; specifically research
scientists. Such people are typically enployed under Term
Enpl oynment Contracts rather than tenure enploynent positions. As
such, their enploynent arrangenent mght range froma five to eight
year termand would not qualify themto vest in PERS/ TRS or receive
tenure status at UA. Thus the idea of the portable benefits
provided in a Defined Contribution Plan was attractive ..."and it
wor ked". Today, nore than 750 people, or 25-percent of UA sal ari es,
are, at their option, "voluntarily" enployed under the DCP that
all ows the enployee to manage for their own retirenent. The UA ORP
plan is restricted to full-time faculty and executives. Currently,
90- percent of the enployees enrolled in ORP are faculty.

M. Beedle recalled that, initially, ORP "used an index rate that,
in hindsight, was |l ess than perfect”. It was based on a three-year
noving average of the TRS rate. UA is advocating changing this
formula to correspond with Legislative action that woul d provide
all public enployees options that differ fromthose being offered
today. In hindsight, the desire would have been to change the index
rate to one "that is sufficient at the market to attract and retain
top quality enployees”. "In hindsight, no one knew the disparity in
the unfunded liability would occur".

M. Beedle continued that were Legislative action regarding a new
Tier for PERS and TRS not inmmnent, UA is proposing that it be
allowed to expand ORP to allow, "or perhaps require”, new enpl oyees
to consider health care benefits in their retirenent.

09: 27: 50 AM

M. Beedle noted that President Hamlton and the Board of Regents
support nodifying the ORP Statute, AS 14.40 Article 5, in order to
expand the pl an.

09: 28: 22 AM

M. Beedle pointed out that proposed expansion | anguage has been
provided to nmenbers in a handout titled "Proposed Anendnents for
the ORP Statute"” [copy on file] with the request that consideration
be provided for either including the |anguage in SB 141 or separate
| egi slation. UA would be appreciative of any assistance in this
matter.

Co- Chair Green asked whet her the aforenentioned handout's | anguage
is indraft or final form

M. Beedle understood the language to be in final form He
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reiterated the desire to have separate |l egislation address this UA
request were SB 141 to not advance this Session.

JIM JOHNSEN, Vice President for Faculty and Staff Relations,
University of Alaska, testified via tel econference from Fairbanks
and spoke to the University's situation in context of what is
occurring in the State overall. "Public enployer retirenent costs
are skyrocketing due to | ow earnings, retirenment fund investnents,
historically low contribution rates, and retiree health costs".

09: 30: 49 AM

M . Johnsen comuni cated that while UAis willing to work with the
Legislature on the initiatives being considered, its primry
interest "is in retaining its ability to recruit and retain top
quality faculty and staff from across the country”. Currently UA
provides three retirenent plans and options to benefit eligible
enpl oyees: PERS, TRS, and the ORP. Factoring in inflation and cost
projections and were the current trend to continue, UA's tota

retirement cost of payroll for enployer/enployee contributions in
FY 07 woul d exceed 34-percent for TRS, 37-percent for PERS, and 29-
percent for ORP.

09:32: 29 AM

M. Johnsen noted that in addition, all benefit eligible UA
enpl oyees participate in a separate DCP pension plan to which the
UA contributes 7.65-percent of salary, up to $42,000. This is
simlar to the State's Supplenental Benefit System (SBS) program
with the exception that the UA program has an annual limt of
$42, 000 of salary.

M. Johnsen stated that in the context of health cost increases, UA
projects over the next three years, FY 05 through FY 08, retirenent
cost increases of approximately $40 mllion and health cost
i ncreases of approximately $22 million. UA is fanmliar with the
Legi sl ature's and PERS/ TRS Boards' efforts to contain these costs.

09: 35: 53 AM

M. Johnsen stressed that in admnistering its retirenent plan, UA
actively nakes efforts to nmaintain UA's conpetitive status with
other universities and corporations for top quality faculty and
staff. UA believes that a retirenent plan nust provide "a
responsi ble level of retirenent benefits, nust mtigate the affects
of rising costs either through nodifying benefits for future
enpl oyees and/or increased Legislative funding and/or increased
enpl oyee funding”. The UA nust "stay in front of efforts” to
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contain benefit costs as denonstrated by its actions in devel opi ng
the ORP in the 1980s as well as the establishment of the limt on
the UA' s pension plan contributions. Furthernore, UA has determ ned
that any changes to the plans nust include input fromthe affected
faculty and staff. That process has begun. In addition, UA is
supportive of increasing the role of the defined contribution
concept, primarily due to its portability and cost effectiveness.

M . Johnsen, acknow edging that the State's Constitution prohibits
the dimnishnment of a retirement benefit, comunicated that the
question has arisen regarding whether ORP has the sane
Constitutional status as PERS and TRS. UA's position is that "it
does enjoy that sane status” in that its plan holders should al so
be protected from di m nished benefits. On the basis of a recent
Legi sl ative Council opinion, the UA has determned that either "the
Legislature or the UA could nodify the ORP plan in ternms of
eligibility for the programas well as future contribution rates".

M. Johnsen reiterated that faculty, all of whom are covered by
col l ective bargai ni ng agreenents, account for 90-percent of the ORP
pl an participants. Changes could be made to the PERS/ TRS pl ans
Wi t hout negotiations with collective bargaining units. The UA
believes that ORP should also "be insulated from the collective
bargai ning requirenment”. According to a 2004 survey [copy nhot
provi ded] conducted by the College and University Personnel
Associ ation, current UA contribution rates are generous. The
conbi ned enpl oyer/enpl oyee nedian national contribution rate is
currently 14-percent: currently the PERS rate is 17.33-percent; the
TRS rate is 24.65-percent; and ORP is at 2l1-percent. Wre the
current trends to continue, UA staff benefit rates for faculty
woul d increase to nore than 50-percent. This rise in cost, unless
paid by the State, reduced by plan changes, or addressed by an
increase in enployee contribution shares, would result in a
reduction of prograns and services. H gher benefit rates would al so
inpair the UA faculty's ability to conpete on a nationw de basis
for research grants.

M. Johnsen reiterated that while UA would support Legislative
efforts to contain costs, it nmust maintain its ability to recruit
and retain quality faculty and staff. Changes to the ORP |law are
bei ng sought. He read the aforenentioned "Proposed Anendnents for
the ORP Statute"” handout as foll ows.

The maj or proposed changes would allow the University the
flexibility to:

* Include a health plan, if needed;
* Expand the potential pool of plan participants to include
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al | enpl oyees (currently only faculty and
adm ni strators);

e« Gve a one-tinme second opportunity for enployees who
previously rejected ORP to join the ORP;

* Require new enployees to participate in the University
Optional Retirement Plan; and

e Include Ilunp sum paynents or other types of plan
distributions as long as the plan conplies with federal
| aw for a qualifying program

The proposed changes woul d al so provide these clarifications:

e That like PERS/TRS, ORP is not a subject of bargaining
under PERA, and

« That the University may create new tiers.

09: 39: 36 AM

M. Johnsen stated that since its inception, the ORP plan has been
"very positive": it is portable” and has i medi ate vesting. Those
features have provided UA the opportunity "to recruit nore
effectively” on a national basis. The fact that ORP vesting is not
dependent on retiring from UA renoves the incentive for an enpl oyee
to remain at the UA "solely for the purpose of vesting". The plan's
| ack of a health benefit has enabled the UA to avoid a long-term
health cost liability which otherwise would have anobunted to
approximately $87 mllion.

M. Johnsen shared, however, that there is concern anong sone
faculty menbers that ORP does not include a retiree mnedica
benefit. The opportunity provided by ORP to sel ect anpbng several
prof essional nanagers with a nultitude of investnent options
provi des enpl oyees choices in regards to the managenent of their
own retirenent accounts. In addition, the fact that UA manages "the
account neans that the program could be overseen by the Board of
Regents ... and plan changes could be nmanaged through the
consul tative process that is inherent in higher education".

09:41:11 AM

M. Johnsen commented that UA is supportive of ORP and wi shes "to
enhance it in the years to conme".

Senat or Hoffman, referencing the inportance UA has placed upon
being able to recruit and retain enployees as well as its
statenents that the benefits of the defined contribution plan are
portability and contain costs, asked regarding the experience UA
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has had in retaining enpl oyees.

M. Johnsen responded that the goal is to establish retirenent
benefits, health care benefits, and conpensation at |evels that
"don't drive" an enployee's decision. In other words, the goal is
to instead drive the enploynent decision by allow ng the enpl oyee
to focus on their research, their teaching, or their admnistrative
tasks. The majority of the universities in the country have defi ned
contribution plans simlar to ORP;, therefore, UAis able "to even
the playing field" with the ORP plan and allow the faculty nmenber's
decision to stay to be based on academ cs or programmati c grounds
rat her than on what type of retirenment program are provided.

Senat or Hof fman asked regarding the retention record of those
enrolled in ORP since the 1980s.

M. Johnsen expressed that the retention has been "very, very good.
The University turnover rate is quite |low'. Many academ cs cone to
Alaska with the intent to stay for a few years and instead decide
this is home and remain. UA's ability to recruit and retain at this
point is strong.

Senat or Bunde di sclosed for the record that both he and his wfe
are Tier | recipients. He also shared that he has heard fromthe
public that a change from the current retirenent system would
affect recruitment and retention efforts. Tier Il or Tier Il
enpl oyees are as excellent a teacher as those in the Tiers before
themand "it is likely" that enployees in a newtier would al so be
excel l ent teachers. "The notion" that a change in the retirenent
system woul d | eave the State "with the dregs at the bottom of the
enpl oynent barrel ...is not representative of the talent pool we
have" in the State. Private sector enployers who offer DCP would
argue that their businesses have been able to attract good
enpl oyees.

09:46: 08 AM

Senat or Stedman asked whet her the Board of Regents coul d change the
met hodol ogy utilized for determining UA' s enployer contribution
rate, which currently is the total of both the Normal Rate and the
Past Service Cost. The Past Service Cost is the unfunded liability
conmponent. The current nethodology is in part a contributor to the
projection that the UA contribution rate would increase to 50-
percent, which, were it to occur, would result in "an extensive
list of applicants for enploynent"”.

M. Beedle agreed and replied that this is an opportunity for the
UA to nodify the current index, which is based on a three-year TRS
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rate. The rate itself is the TRS Board's annual recognized rate
that is subject to the five-percent increase or decrease |imt per
year. This rate "is artificially lower than the necessary rate so
t hat peopl e have a chance to absorb and plan”. The UA woul d desire
nore clarity in Statute regardi ng whether the ORP rate and the pl an
are subject to collective bargaining.

Senat or Stednman understood therefore that UA is utilizing the
"Total Rate or the conbination of the Normal Cost and the Past
Service Cost. Clearly, tying the rate into the Past Service Cost
woul d be a problematic situation that needs to be resolved for the
Uni versity".

SENATOR GARY STEVENS commented regarding the portability verses
stability issue that Senator Hoffman raised, in that school
districts have characterized this as a "doubl e-edged sword" in that
there are both pros and cons in the situation. To that point, he
asked the UA to differentiate the advantages and di sadvant ages of
changing froma systemthat provides stability to one that provides
portability.

M. Beedle stated that while it is a doubl e-edged sword, there are
opportunities provided by enployee turnover. UA has experienced
approximately a ten percent annual turnover. This m ght exceed that
experienced by the State "as represented by salaries". The
opportunity to attract new people, as the UA expands and begi ns new
and different prograns, is a benefit. The cost of training new
enpl oyees is a disincentive. Wiile people mght be attracted to UA
because of the portability factor, they tend to stay due to other
attributes of the University. "The current nonentum the current
success, the current growth, the current conpetitiveness”, quality
i nprovenents, and good and consistent |eadership the school 1is
experiencing, together with the portabl e defined contribution plan,
tend to enhance recruitnent efforts rather than being "a
di sincentive" to those people who have chosen to remain.

09: 51: 32 AM

M. Johnsen addressed "the pros and cons" of DCP by commenting that
the Plan is nore "nmarket sensitive" than a DBP. The DCP all ows the
enpl oyee to make nore decisions regarding their retirenment fund
i nvestments. The downside to that is that the enpl oyee m ght not be
as conpetent in neking those decisions, as wuld a |large
institutional fund. "There is also concern about the lack of a
nmedi cal benefit in the ORP or other Defined Contribution Plans".
This concern is being increasingly heard fromfaculty nenbers, and
UA is investigating the possibility of incorporating health savings
accounts into the ORP.
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09:52: 49 AM

Senator Hoffman noted that the projected increases in benefit
expenses provided by M. Johnsen did not correspond with those
provi ded by M. Beedle.

09:54: 35 AM

M. Beedle clarified that his references were for the years 2004
t hrough 2008 whereas M. Johnsen had referenced the years 2005
through 2008. Also included in M. Beedle's benefit totals
references were retirenment, pension, health and any ot her benefit
that UA enpl oyees receive, including tuition waivers.

Co-Chair Geen asked for verification that the amendnent proposals
bei ng referenced were included in the "Proposed Anendnents for the
ORP St atute" handout.

M. Beedle concurred and noted that the changes proposed for AS
14.40 Article 5 would allow UA to make the changes outlined by M.
Johnsen.

Co- Chair G een asked whether UA would be available to respond to
questions were these proposals included in the forthcom ng
committee substitute.

M. Beedle replied in the affirmative.

09:56:48 AM

M. Beedle summarized that it is not uncommon anongst both private
and public universities nationwide to have a DCP that mght be
"slightly different than sone governnent entities”. UA should be
viewed nore like a State corporation than a State agency due to the
fact that "62-percent of its revenue is generated from the

University and approximately 38-percent will cone from general
funds”. UA has an entrepreneurial conponent in terns of revenue
generation and unlike a State agency, it is not l|limted to

receiving State general funds "to acconmpbdate their retirenment
progranf, as the UA would anticipate "the majority of the costs to
be passed onto prograns and revenue sources outside of the
University". Funding the program in this manner was anti ci pated
when the ORP programwas initiated in the 1980s.

M. Beedle noted that while salaries anobunt to less than ten

percent of the total expenditures of the Alaska |Industrial
Devel opnent & Export Authority (Al DEA), the Al aska Housi ng Fi nance
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Corporation (AHFC), and the Al aska Railroad, UA salaries anmount "to
60 percent of the cost of operating the university”. This is the
reason for "the sense of urgency as the University woul d ot herw se"
be "challenged to bear this cost through other than just State
sources". Therefore, UA is requesting assistance with "the tool s"
t hrough which to address the issue.

Co-Chair Green informed Menbers that the University's request woul d
be considered as an anendnent to SB 141.

10: 00: 13 AM

Senator Hoffrman asked for further clarification regarding the
Uni versity's recommendation that current PERS/ TRS nmenbers be given
an additional one-tinme opportunity to participate in the ORT
program The understanding is that this recommendati on woul d not
serve to elimnate PERS/ TRS.

M. Johnsen responded that the proposal would allow one "additional
opportunity to people who had the option in the past and who
i nstead of choosing ORP', selected PERS or TRS. These people woul d
be provided another opportunity to participate in ORP. Another
recommendation is that the Board of Regents would be able to
consider requiring all new enployees to participate in ORP. "The
| egi sl ation, as drafted, would provide" that ability to the Board
of Regents.

Senat or Hof fman understood therefore that the Board of Regents
rather than the Legislature would nake this determ nation.

M. Johnsen affirned.

10: 00: 49 AM

Senator G Stevens asked how the situation woul d be addressed were
a person, at retirenent, to have spent half their career in TRS and
the other half in PERS.

M. Beedl e responded that the answer woul d depend on which Tier the
enpl oyee was in and where they were in regards to vesting and ot her
retirement qualifications. Upon retirenent, they would be entitled
to their benefits, which would have been "collectively invested and
managed through the Retirenent Board's investnent efforts". In a
DCP, the enpl oyee woul d be provided information that woul d descri be
their responsibility, their risk, and the personal responsibility
t hey woul d be assum ng. Choi ces woul d be nade regardi ng who woul d
manage those funds for their retirenment. "There is nothing to say
that the University won't include sonme vesting schedule” in the
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future; the nodifications being proposed would allow for that.

M. Beedle expressed that there would be two separate investnent
options to existing nmenbers: the current PERS/ TRS or the ORP. The
Board of Regents woul d be able to consider the option of allow ng
those participating in SBS to rollover, to the extent allowable,
portions of their SBS into ORP.

Co-Chair Geen thanked the University for the presentation.
GEORGE SULLI VAN, Chair, Public Enployees Retirenent System (PERS)
Board, informed the Commttee that he is an 83-year resident of the
State.

Co-Chair Geen interjected to acknow edge that today was M.
Sullivan's eighty-third birthday. [Appl ause]

M. Sullivan stated that other PERS/ TRS Board nenbers; specifically

Dr. Richard Solie, Sr. and Kerry Jarrell, who had recently
testified before the Conmittee, were tasked with addressing the
bill's specifics. He, on the other hand, would be reviewing "the

henor r hagi ng" of the systens. The present plan and the indebtedness
issue would continue for quite sone tine due to the fact there
would still be Tier I, Il, and II1l nenbers. Nonetheless, |ega
changes to sone areas of the systemcould hel p the situation

M. Sullivan shared several areas of concern including: while an
Attorney Cenerals Ofice letter has since been witten to prohibit
the practice, the Anchorage School District |ast year provided
retiring principals a $10,000 bonus that were factored into their
retirement pension calculations; and Anchorage police and fire
enpl oyees with seniority have the authority "under a union contract
to get all the overtine, especially in their |last three years

whi ch punps up their retirement”. In addition, there have been
situations in which enployees were absorbed into a |abor group,
which resulted in additional liabilities to the system

Co- Chair Green understood that the issue of bonuses for departing
menbers is addressed in the legislation. There is also Legislative
interest in addressing the high three years issue. Alternative
suggestions mght include calculating the retirenent on an average
of the entire working career or a |onger span of tine.

M. Sullivan understood that |anguage in the bill would address the
hi gh-t hree year base salary issue.

Co-Chair Green clarified that, to date, this issue has not been
addressed in the bill. However, it is an issue of interest. Another
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issue of concern is how to address "the proliferation of .. I|ow
sal aried el ected people who after a m ni nrum nunber of nonths and
years are fully vested in the health plan". Efforts shoul d be nade
to ensure "that there is legitimate participate” by these people to
insure "that they would contribute enough”" to the system which
woul d provide thema lifetinme of health benefits after retirenent.

M. Sullivan acknow edged that this was a factor in some people's
participation in elected positions. However, this is a conponent of
the system "Nobody' at fault, and everybody's at fault"” fromthe
Boards, to the Legislature, to the Actuary and others. "But
everybody is very sincere in wanting to get it corrected".

M. Sullivan suggested that sone of the anendnents that have
occurred over the years in the Tiers plans should be elimnated.
“"Many little things" have incurred expenses to the prograns.

10: 10: 31 AM

M. Sullivan voiced pleasure that, from July 1, 2004 through
February 2005, the Investnent Fund earned one billion dollars.

M. Sullivan asked that consideration be provided to retaining the
two separate PERS and TRS Boards. Menbers of those Boards have nade
great contributions. The current appeals process could be Iikened
to a jury by one's peers.

Co-Chair Geen noted that current Board nenbers could apply for
appointment to the new board. Many are "fully qualified and have
good experience". The "reconfiguration of the systemf woul d provide
"one point of responsibility, authority, power and fiduciary", in
addition to being the sole source of information provided to the
Legi sl ature and ot hers.

M. Sullivan reviewed the work entailed for Board nenbers and
procl ai ned that the nenbers of the new board "woul d be very, very
busy".

10:13: 25 AM

Senator Stednman noted that the issue of nodifying a particul ar
enpl oyee group is addressed in the bill in that "those types of
changes are to be run through the actuary” so that the Legislature
could nmore fully conprehend the financial inpact of the decision.

Senator Stedman al so commented that in this yearlong review of this

issue, it should be noted that M. Sullivan's appointnment to and
chai rmanshi p of the Board was considered "a positive".
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M. Sullivan stated that when he joined the Board, two matters were
particul arly disconcerting: one was a sunmer 2003 letter fromthe
Muni cipality of Anchorage asking that the Enployer Contribution
rate "be leveled off" rather than decreased, as it was antici pated
that the next year's contribution rate would significantly
increase. The decision to lower the contribution rate was the
suggestion of the actuarial. In addition, in April 2005, the Boards
woul d be determning the Contribution rates for FY 07 based on June
30, 2004 figures. "That's horrible" as no business could be
successfully run utilizing aging data. Unfortunately, no sol ution
to resolving this scenario has been determ ned.

Co-Chair Green communi cated that she had asked that same question:
how are private enterprises able to derive "nore current
information for making decisions”" and nake inmediate changes to
address the probl em

M. Sullivan stated that, otherw se, they would go bankrupt.
Senator Hoffrman, noting that the TRS Board consists of fewer
nmenbers than the PERS Board, suggested that the proposed nake-up of
the new "super board" be revised in order to provide fairer
representation of those boards.

10:19: 14 AM

RICHARD SOLIE SR, Vice-Chair, Teachers Retirenent System Board,
addressed the Committee to continue his previous day's
present ati on.

Senat or Stedman commented that Dr. Solie has been working with his
staff to address several areas of concern.

10: 20: 34 AM

Dr. Solie recalled the previous' days discussion regarding "the
social security (SS) floor that exists" for private and sonme public
sector enployees. This SS floor does not exist for teachers who
have worked their entire professional career in that field and thus
have not contributed to SS. This is "a significant concern” on his
part.

Dr. Solie remnded that the PERS/ TRS Boards' Tier Review
Subcomm ttee had conducted a enployer/enployee survey in which
enpl oyers cited concerns about two el enents: reducing overall costs
to include the Past Service unfunded liability and to "share"
rather than "shift" the risk totally to the enpl oyees”. Wile the
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Subcomm ttee could not address the wunfunded liability issue,
potential tier revisions mght "at least help in the ability to
deal with that".

Dr. Solie stated that the plan [Alternative 1] recomrended by the
Subcomm ttee "was carefully crafted to address these two el enents:
.a significant shifting of the risk to the enpl oyees" as well as a
reduction in costs. He reviewed the enployer and enployee
contribution rate conponents of the Subcommttee's Alternative 1
tier redesign recommendation for TERS and PERS. Overall, in regards
to both the nedical and pension conponents the Subcommttee's
proposal would equate to approxinmately a 39-percent reduction in
Nor mal Cost for PERS and approximately a 30-percent reduction for
TRS. In addition, the Subconmttee recommended that the enpl oyer
woul d pay an anmount | ess than or equal to that of the enployee. A
PERS enpl oyee would pay ten percent and the enployer would pay
8. 75-percent. Each would pay eight-percent in TRS. He spoke in
support of the concept of equal sharing of Normal Cost.

Dr. Solie voiced sonme concern about SB 141's 100-percent DCP
proposal. The Subcomm ttee "had voted unani nously agai nst the 100-
percent DC plan" even though it was presented to the full PERS/ TRS
Boards as Alternative 2. In contrast, Alternative 1, which was a
blend of a Defined Contribution Plan and a Defined Benefit Pl an,
preferred to as either the Blended Plan or the Hybrid Plan, had
unani nous Subconm ttee support. However, many of the full PERS/ TRS
Board nenbers did not support Alternative 1 due to the inclusion of
"any elenent of a DC plan". He reiterated that he is supportive of
the Hybrid Plan concept. While nost public plans are currently DC
pl ans, there is growing novenent toward Hybrid plans. "It would
behoove Alaska not to get too far out in front of the other
enpl oyers” w th whomwe conpete nationw de, particularly in regards
to teachers as recruitnent in that arena is already experiencing
difficulties.

10: 27: 30 AM

Co-Chair WI ken asked for further information regarding the Hybrid
Pl an, specifically |anguage in subsection (C) on page three of Dr.
Solie's witten testinony [copy on file] that reads, "(O.
personally pressed for a hybrid plan that included both a 1% DB and
a DC conponent .."

10: 28: 03 AM

Dr. Solie explained that Alternative 1 proposed a one-percent
Defined Contribution (DC) conponent rather than the two-percent
multiplier utilized in the current plan.
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In response to a question from Co-Chair Wlken, Dr. Solie replied
that the one or two-percent applies to the percentage of base
salary. Currently "that salary is based on the high three years.
That engenders all kinds of problens”. Currently an enployee with
20-years of service would receive 40-percent of his or her
retirenment base salary. A longer-term enployee could receive as
much as 2.5-percent of their retirenment base sal ary.

Dr. Solie stressed that the Alternative 1 proposal would have
i nplenented a nmultiplier of one-percent of base salary. The base
sal ary woul d be based on the enpl oyee's career average as opposed
to being based on the enployee's high three years. Under
Alternative 1, a 20-year enployee would receive 20-percent of their
retirenment base salary. The calculation would be indexed on the
Anchorage Consuner Price Index (CPl), and the resulting base salary
woul d be "very close" to the base salary calculated in the current
manner. The high three years would not be an issue were it not "for
the distortions that occur.” It should be noted that the
Alternative 1 base salary fornula would have been "significantly
| ower” than the current formula were the Anchorage CPl not utilized
in the calcul ation.

Dr. Solie expressed that the probleminherent with the current high
three-year base "is that there is a logical tendency for people to
| oad up those last years"” through such things as overtinme and
working in areas that have high cost of living allowances. It has
been reported that, "sonme enpl oyees have doubl ed their average pay
in their last three years by | oading on overtine". The Division of
Retirement and Benefits requested an Attorney General's letter to
address the issue of bonuses that have been provided to encourage
people to retire, being included in the base salary cal culation. A
variety of things "have been used to ranp up those high three
years". Under the current plan, a $10,000 pay increase in a 25-year
enpl oyee's final year, would increase the annual retirenment benefit
by $1,750. O her exanples were provided. Wile a $10, 000 increase
in the final year would also affect the benefit calculation
proposed in Alternative 1, the base salary would be calculated on a
career average.

10: 36:42 AM

Co-Chair WI ken understood therefore that a bl ended pl an woul d have
two conponents: the percentage of base salary nonthly pension
conmponent and the new defined contribution system conponent, which
woul d be the 401(K) style conponent.

10: 37: 27 AM
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Dr. Solie agreed and further expressed that the inportant el ement
is the fact that the DB conponent would factor the retirenent base
salary differently than the current plan. Overall, nost public
entities are offering 100-percent DB plans, many are offering
hybrid or bl ended plans, "and very few are total DC'

Dr. Solie noted that studies indicate that individually mnaged
pl ans experience "significantly |lower rates of return” than pool ed
accounts and that sonme people are utilizing "their retirement funds
for purposes other retirement”. Wiile this is a concern, he has
chosen not to focus on this during this presentation. However, on
the risk side, it should be noted that "individual investors face
risks that are significantly greater than those for a pool ed fund"
for several reasons: first of all " the volatility of the funds is
such that there is a significant possibility that the individual's
pl anned retirenent wll coincide with a down nmarket". Wile an
enpl oyee mght decide at that tine to delay retirenent, a long term
down mar ket woul d "pose serious problens”. In contrast, since only
a small percent of enployees in a pooled fund mght retire each
year, "the pooled fund can balance or |evel that off over a |ong
period of time". Therefore, "an individual investor would be in
much nore severe risk"” than a person in a pool ed fund.

Dr. Solie stated that another risk is referred to as the "longevity
risk or longevity factor”. In a total DC plan, even were an
i ndi vi dual prudent in handling their finances and had achieved a
reasonabl e rate of return, the fact that people are living | onger
could present a problemin that they m ght run out of noney before
they die. This would not be a problem in a pooled fund because
i ndi vidual s who outliving the |ife expectancy woul d be bal anced by
those who do not. While it has been suggested that the individual
i nvestor could purchase an annuity, there is a problemin that an
annuity is subject to the interest at the tinme it was drawn, and,
were this to coincide with a down market, the individual would
experience a lowinterest rate. This would result "in a | ow | evel
of annuity”. In contrast, a pooled fund would be able to spread
interest rate |levels over a long period of tine.

10: 42: 13 AM

Dr. Solie reiterated his support for a hybrid plan that would
enconpass el enents of both a DC and a DB pl an.

Co-Chair Geen asked for clarification regarding whether the

bl ended DB/ DC plan "would allow for cost sharing between the
enpl oyee and the enpl oyer™.
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Dr. Solie replied that in TRS, the enpl oyee woul d pay ten percent
and the enployer would pay 8.75 percent of the total cost. The
split would be eight percent enployee and ei ght percent enployer in
PERS. He wunderstood that, according to law, the enployee's
contribution could not be directed toward the health plan. The
proposed Heal t h Rei mbursenment Account (HRA) woul d be a 100- percent
enpl oyer paid fund. It should be noted that the enployee risk and
cost was increased in Alternative 1 while the enployer risk and
cost was decreased. The ability of an enployee to access the
retirement fund would be directly related to their retiring from
the system 1In other words, were an enployee to |eave the plan
prior to retirenent age, they would be ineligible for retirenent
benefits. "This is a significant factor”". It would also be a
significant factor in retaining enployees. In addition, how the
pl an coordi nates wi th Medi caid woul d be redesigned. In the current
pl an, once an enployee reaches Medicaid eligibility, there is
essentially no co-pay even though "the plan suggests" otherw se. He
reviewed how the current plans coordinate with the Medicaid
el igible expense" levels in that the plans cal culations typically
result in there being no co-pay on the part of the nenber.
Al ternative 1 would change the plan's calculation formula in that
"the co-pays and deductibles would be the sane for Medicaid
eligible nmenbers as they are for the pre-Medicaid eligible nenbers
so that there is a true 20-percent co-pay".

Co- Chair Green asked for further expl anation

M. Solie exanpled that was $600 of a $1,000 nedical bill
recogni zed as Medicaid eligible, the doctor could not legally hold
the patient liable for the difference. Therefore, Alternative 1
woul d specify that 20-percent of the $600 woul d be the enpl oyee's
co-pay. This would serve two purposes: it would reduce the cost of
the plan and, nore inportantly, would encourage the enployee to
nonitor those costs. The current cal cul ati on does not provide any
incentive to the enployee to review charges or refrain from going
to the doctor, as "it doesn’'t cost thema dine". The HRA woul d al so
provi de an additional incentive "as it takes noney that is in the
i ndi vidual's health savings account as it is akin to spending the
enpl oyee' s own noney". Placing responsibilities on the individual
in this manner would provide the incentive to carefully nonitor
expenses.

10:49: 52 AM

Co-Chair Green understood therefore that in the aforenentioned
$1, 000 nedi cal scenario, in which Medicaid recogni zed $600 as bei ng
the legitimate charge, Medical would pay $480, the enpl oyee woul d
pay $120, and the secondary carrier would pay nothing.
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Dr. Solie concurred. There are sone things that Medicaid woul d not
cover and in those instances the present plan would address them
Nonet hel ess, the co-pay woul d be expected.

10: 50: 43 AM

Senat or Bunde understood that the wunfunded liability being
experienced is the result of there being a DB plan. To that point,
he asked whether the State would continue to experience under-
funding as long as there was a DB conponent active in the system

10: 52:13 AM

Senator Stedman hypothetically stated that were the State to
i npl enent the hybrid plan, the inprovenents provided in the DB
portion of the plan would assist in lessening the unfunded
liability "were a simlar ness to occur” in the future. It could be
better nmanaged. There are different costs associated with each of
the existing tiers.

Senat or Bunde surmised therefore that the opportunity for the
liability to grow would continue to exist, proportionate to the
rati o between the DC and the DB.

Senat or St edman concurred.

Dr. Solie added, for prospective, that the Nornmal Cost associ ated
for Alternative 1, was five-percent; the current average for TRS is
13.9-percent; its 12.33 for Tier 2. The exposure would be
significantly less with the one percent of base salary proposed in
Alternative 1. Furthernore, while the actuary had no nechani sm
t hrough which to calculate this, the career average salary would
significantly reduce sone of the abuses that have occurred.

Dr. Solie hoped that "the future boards woul d be nore consci ous of
noni toring the assunptions”. "Added care" would be applied in that
regard. "Sonme of what is being proposed in this bill would
certainly facilitate and encourage that". Sonme of the "buil d-up"
resulting from “unrealistic assunptions extending for an
unrealistic period of tinme ...would be elimnated in the future".
This is a separate issue than the investnment returns.

10: 55: 34 AM

Co-Chair WIlken clarified that a Medicare eligible person would be
required to pay a Medicare prem um expense each nont h.
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Dr. Solie concurred that, "there are costs there". Mdicare prem um
woul d be increasing this year

Co-Chair WI ken asked whet her there was any significance associ at ed
wi th the one-percent of base salary recomendati on.

Dr. Solie replied that rather than being proposed for discussion

t he one- per cent of base cal cul ation "was a specific
recommendation". The Subcommittee reviewed several scenarios and
determ ned that generally Alternative 1 "conpared very favorably
with the existing plan in terns of the retirenent benefits that it
woul d produce at the end. It is nore favorable for males than for
femal es", as DCP favor males due to their shorter |ife expectancy,
and were a male to buy an annuity plan, he would receive a higher
annuity than a female. In one scenario calculation, it anmounted to
a ten-percent difference. Alternative 1 "performed well wth
reasonabl e assunptions”. He reviewed sone of the scenarios that
were calculated. Costs would be higher in a 100-percent DCP as
sufficient additional noney nust be deposited into the plan to
account for the fact that the enpl oyee would generally earns |ess
t han what woul d be earned by pool ed plans. Therefore the enpl oyer
must provide the enployee "nore to nake up for that |ower than
expected rate of return”. Nonetheless, while a 100-percent DCP
m ght be nore expensive in that regard, "it would have less risk".
Alternative 1 had a reduction in costs and "a spreading of risk.."

Senator Stednman revisited the scenario in which an enpl oyee who was
100- percent vested in equities faced a downturn in the nmarket at
the time of retirenent. He opined that being 100-percent in
equities at that stage of their life "would probably not be the
appropriate situation for the vast majority of people as they end
their earnings careers". However, the risk assuned by an individua
when they select their allocations would not be as well conducted,
as it would be were it being professionally managed.

Dr. Solie responded that the rate of return could be 6.73-percent
for a self-conducted plan verses an 8.25 return otherwise. It would
"be roughly 1.5-percent” | ower.

11: 00: 34 AM

Senat or Stedman voi ced that "generally speaking” that m ght be true
for individual investors. He shared that how peopl e have chosen to
all ocate their investnments through SBS has not been evaluated in
regards to what percent of stocks verses bonds peopl e have chosen.
One option, the Al aska Bal ance Fund, is 60-percent stocks and 40-
percent bonds. Fromthe enpl oyer standpoint, were the enpl oyee to
choose to be "conpletely risk adverse", the question is should "the

SFC- 05 (21) 03/ 31/ 05



enpl oyer escalate his contributions to make up for that". Sone
spread between stocks and bonds shoul d be the goal through which to
achi eve sufficient returns.

11: 01:48 AM

Senator Stedman stated in regards to the person who retires and
buys an annuity, that annuity is not inflation proofed.

Dr. Solie concurred and noted that he had inadvertently omtted to
specify that in his earlier comrents.

Senat or Stedman continued that inflation would erode the annuity
"substantially" were one to have | ongevity.

Senat or St ednan acknow edged that substantial inprovenents were
presented in the DB portion of the hybrid, or Alternative 1
proposal devel oped by the Tier Review Subcommttee.

Senat or Stedman noted that in noving forward with the DCP proposed
in SB 141, the attenpt is to provide fixed rate investnent
selections for the risk adverse as well as a blend of stock/bond
and equity selections for others. Many of the issues raised by Dr.
Solie are being recognized and addressed. In addition, he voiced
appreciation for the interest in cost control expressed by M.
Sullivan and Dr. Solie.

Senat or Hof fman asked whether the one-percent of base salary
proposed in the hybrid plan increased after the 20-year mark, as is
the case with the current plan. The two-percent of base salary
increases upward to 2.5 percent of base salary for years served
after the 20-year nark.

Dr. Solie responded that there would be no increase; it would be a
fl at one-percent regardl ess.

Senat or Hof fman asked whether an increase mght serve as an
incentive to retaining enpl oyees.

11: 05: 25 AM

Dr. Solie infornmed the Commttee that once a person has worked 20
years, the requirenment that they nust retire fromthe plan in order
to receive the health benefits would be an incentive to stay, in
itself. From the position of cost, the flat one-percent of base
sal ary woul d i ncur additional cost savings.

Dr. Solie disclosed that, while it was not formally proposed due to
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there being the possibility of Iegal challenges, the Tier Review
Subconm ttee had determ ned that, were Alternative 1 furthered, the
SBS that is currently available to a nunber of State enpl oyees,
could be elimnated. Alternative 1 would have been "a conprehensive
plan in and of itself" and the SBS would not be necessary. Its
elimnation would result "in a huge savings". Furthernore, there
are currently "sone inequities", as the SBSis not offered to al

State enpl oyees. Wile the Subcommttee chose not to further the
elimnation of SBS, the Legislature would have the resources to
exam ne this option. There was strong support for elimnating the
SBS in both the Subcomm ttee and the PERS/ TRS Boards in general.

Dr. Solie concluded his renmarks.

RECESS TO THE CALL OF THE CHAIR 11: 08: 07 AM /4:38:23 PM

4:38:29 PM

Di scussi on Topic: Medical benefits programfor defined contribution
pl an nmenbers.

4:39:15 PM

TRACI CARPENTER, Staff to Co-Chair Geen, referenced a handout
titled, "Retirenent Security Act, SB 141, D scussion Topic: Medica
Benefits Program for DC Plan Menbers, March 31st, 2005" [copy on
file].

4:39:21 PM

Page 3
Eligibility for nedical benefits ("Retirenment")
* A nenber is eligible for medical benefits when
o The nenber has been an active nenber for at |east a

year; and
0 Meets the requisite age and/ or service requirenents
of
= Age 65 with 10 years of service; or
= 25 years of service for peace

officers/firefighters; 30 years of service for
all others

e The surviving spouse of an eligible nenber is also
eligible for nedical benefits

Ms. Carpenter stated the intent of this presentation is to
reenphasi ze informati on from previ ous di scussions and address sone
possi bl e changes to the legislation. She read the information of
t hi s page.
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4:40: 21 PM

Page 4
Proposed change to eligibility
* Renove the requirenment for a nmenber to "retire directly
fromthe systent
o Concept originated in tier redesign initiative
0o Purpose: recruitnment managenent tool for hiring
managers who m ght be aware of a person's history
in the retirenent system
0 Suggest this is a managenent decision and should
not be | egislated

Ms. Carpenter noted that Dr. Solie had addressed this issue in his
testinmony. The concern related to hiring nanagers who may by
unaware that an individual had only a short anmount of tinme before
becom ng vested; and that individual retiring as soon as the
eligibility requirenment is nmet. However, it was determned to be
nore appropriate as a nmanagenent decision rather than a statutory
provi si on.

4:41:42 PM

Co-Chair Geen requested clarification of the eligibility for
nmedi cal benefits upon retirenent as shown on page 3 of the handout.

4.:42: 00 PM

Ms. Carpenter explained that a Public Enpl oyees Retirenent System
(PERS) nmenber nust be enployed for at least 12 nonths before
becom ng eligible for retirenment upon reaching retirenent age.
4.42:23 PM

Senator Hoffrman clarified that an enpl oyee aged 64 or ol der when
hired nust work for twelve nonths before becoming eligible to
retire, regardless of whether that person has reached the age of
65.

Ms. Carpenter affirned.

4:42:39 PM

Co- Chair Green understood that this enpl oyee woul d not necessarily
receive "a lifetime" of full benefits.

Ms. Carpenter agreed and expl ai ned that the enpl oyee nust reach the
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age of 65 to be eligible for the nedical coverage in conjunction
wi th Medicare; however the enployee is also required to have ten
years of service to qualify.

4:43:13 PM

Page 5
Proposed changes to el ection of benefits
 Add a deferral election of nedical benefits to date
specified
e Menber nust nake irrevocabl e deci sion of coverage by age
70 1/2 or termnation of enploynent, whichever is |later

e Clarify that participation in the retiree nmgjor nedical
insurance plan is not required to participate in health
rei nbur senent arrangenent

Ms. Carpenter explained this provision wuld allow a retired
enpl oyee to defer participation in the medical insurance plan until
a later date. This would be applicable in situations in which that
enpl oyee may be receiving health benefits through anot her enpl oyer,
t hrough a spouse's participation in a health plan, etc. This could
be addressed through regul ation rather than statute.

4:44:12 PM

MELANIE M LLHORN, Director, D vision of Retirenent and Benefits,
Departnent of Admnistration, informed that the D vision of
Retirement and Benefits has authority to adopt regulations and in
this case would do so to ensure that individuals could defer
participation. This provision would likely include a stipulation
that the individual provide proof of other insurance coverage to
denonstrate no gap in coverage to avoid allow ng a nenber to "pre-
select”, which could result in increased costs to the plan.

Co-Chair Green clarified that an enpl oyee would not be required to
receive the nedical benefits imediately upon retirement fromthe
system

Ms. MIlhorn affirnmed, so |l ong as the nenber could prove they had
ot her nmedi cal coverage with no | apse in coverage.

4:45: 54 PM

Ms. Carpenter listed the second portion of the proposed changes
shown on page 5, which provides that participation in the major
medical plan is not a requirenment to participate in the Health
Rei mbur senent Arrangenent (HRA). This option mght appeal to
individuals in good health, individuals with a spouse who has
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medi cal coverage, etc. The HRA could be used to fund out-of - pocket
nmedi cal expenses.

4.46: 37 PM
Co-Chair Geen asked if the enployer solely funds the HRA program
Ms. Carpenter answered yes.

Co-Chair Green understood the enpl oyee benefits in the HRA are not
transferabl e or portable.

Ms. Carpenter again affirned.
4:46: 56 PM

Co-Chair WIken asked why a nenber would defer their nedical
benefits.

4:47: 04 PM

Ms. Carpenter exanpl ed young person entering the systemat age 25
who worked 30 years until the age of 55 then retired. Under the
current | anguage of the bill, this individual would be required at
the tinme of retirenent to pay a nonthly premum for the health
benefits. The individual could prefer to not participate, due to
good health or access to other insurance through a spouse, etc.

Co-Chair WI ken asked for further explanation.

Ms. Carpenter explained that the enpl oyer would contribute to the
heal th benefit costs once the individual has reached the age of 65
or becomes Medicare eligible.

4:47.:54 PM

Senat or Hof f man asked how this proposal differs fromthe existing
benefit system

4.48: 02 PM

Ms. M Il horn described the nmedical plan currently in statute. Upon
retirement, a qualified individual receives a pension benefit,
whi ch includes a nedical benefit. She gave as an exanple a tier

enpl oyee who retires at age 55 and receives a pension benefit as
wel | as a medical benefit for thenselves and their dependants.

4:48: 54 PM
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Co- Chair Green understood the Division has inplenmented changes to
the retired nedical benefits program in recent years that have
resulted in sonme savings. She asked what | egislative changes woul d
further enable the Division to reduce expenses, and what proposed
statutory changes woul d hanper that effort.

4:50: 04 PM

Ms. MIllhorn detailed the current process in which health
evaluation commttees conprised of PERS and Teachers Retirenent
System (TRS) menber s, as well as the Departnent, make
recoomendations to the commssioner of the Departnent of
Adm ni stration. Comm ssioner Mtiashowski has issued a mandate to
identify and consider potential cost savings. The comm ssioner has
the authority to inplenent certain changes to the system This
process provides flexibility to inplenment changes in a tinely
manner. |f statutory anendnents were required, the amount of tine
requi red could negate sonme of the potential savings.

4:51:39 PM

Co-Chair Green stressed the inportance that the statutory changes
proposed in this legislation not become too restrictive to the
Depart nment .

Co- Chair Green knew of changes to the plan involving greater use of
generic drugs and a requirenment that beneficiaries submt proof of
eligibility. She asked about other efforts.

4:52:13 PM

Ms. MIlhorn told of the preferred provider provision enacted in
the year 2003. This stipulates that active nmenbers who receive
hospital treatnment in the Anchorage area nust receive that
treatnment at Provi dence Medical Center. Before this requirenment was
enact ed, 80 percent of the Anchorage resident nenbers had al ready
recei ved any hospital care at that facility. This provision results
in a cost savings of $1.5 mllion. The intent is to inplenent this
provision for the retiree nmedical plan as well.

Ms. MIlhorn told of another major initiative inplenmented for the
first tinme. This involves an "open enrollnent plan" and would
require proof of eligibility for dependants, such as narriage
| i censes. This would be inplenmented in July 2005 for active nenbers
and in January 2006 for retiree nenbers. An auditor predicted this
woul d reduce the nunber of dependants receiving benefits by 15
percent and would save $4 nillion annually for the active nmenber
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plan and $16 million annually for the retiree plan.
4:54.:18 PM

Co-Chair Green directed the Division to informthe Commttee of any
matters that should be legislated or not legislated to facilitate
further cost savings. She exanpled a requirenent for the use of
generic brand drugs. She had understood the Division already has
the authority to inplenent such a requirenent.

4:54:55 PM

Ms. MIlhorn affirnmed the Division has this authority. She agreed
that flexibility to inplement cost reductions is beneficial.

4:55: 06 PM

Page 6
What are the nedical benefits?
e Access to the retiree major nedical plan and the health
rei nbursenent arrangenent (HRA)

e "Access" to the major nedical plan nmeans a person nay not
be deni ed coverage except for failure to pay the required
prem um

» Coverage of an eligible nenber includes the nenber,
menber's spouse, and nenber's dependent children

e Coverage of a surviving spouse includes the surviving
spouse and dependent children of surviving spouse

Ms. Carpenter overviewed the information on this page.
4.:55:50 PM

Page 7
Proposed change to coverage
« Change | anguage to cover only "the dependent children of
the eligible nmenber who are dependent on the surviving
spouse”

* Prevents coverage of second famly dependents that had no
relation to the nmenber

» Keeps plan qualified under federal regul ations
26 U. S.C. 152 defines a dependent child as: a son, daughter,
stepson, stepdaughter, eligible foster child, or adopted child
who lives with the nmenber, is | ess than age 19 (less than age
24 if a student), and has not provided nore than one-half of
their own support during the year
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Ms. Carpenter explained that this provision was excluded fromthe
bill due to a drafting oversight.

4:56:29 PM

Co-Chair Green assuned that benefits provided to persons who are
not dependents of the nenber would constitute incone that nust be
claimed on federal incone tax filings.

Ms. Carpenter affirmed that this practice would be out of
conpliance wth federal tax regul ations.

4:56: 53 PM

Page 8
Maj or medi cal plan prem uns
e "Early retirees" are nenbers and surviving spouses who
neet the service requirenents for eligibility but are not
eligible for Medicare
o Pays one of the full nonthly group prem uns for
coverage (retiree only, retiree + spouse, retiree +
famly, retiree + children)

e Medicare eligible (currently age 65) nenbers and
surviving spouses pay a portion based on the nenber's
years of service

o 30%for 10-14 years

25% for 15-19 years

20% for 20-24 years

15% for 25-29 years

10% f or 30+ years

[olelNolNe]

Ms. Carpenter overviewed this information

Co-Chair Green noted that this plan would not have one rate for
every retiree.

Ms. Carpenter affirned.

4:57:41 PM

Ms. Carpenter continued that the prem um anount woul d be | ess for
Medicare eligible benefits than the premum for pre-Mdicare

benefits.

Co-Chair Green asked if a nmenber who worked at |east 30 years would
pay only ten percent of the prem um

Ms. Carpenter affirmed.
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4:58:19 PM

Page 9
Maj or Medi cal prem unms cost exanpl e

e FY 2004 Medicare projected claimcost: $2,667

» Defined health benefit contribution % based on I ength of
service of the nenber
Menber's Years of Service: 10-14
Annual Enpl oyee Contribution: 30% $800
Annual Enpl oyer Contribution: 70% $1, 867
Menber's Years of Service: 15-19
Annual Enpl oyee Contribution: 25% $667
Annual Enpl oyer Contribution: 75% $2, 000
Menber's Years of Service: 20-24
Annual Enpl oyee Contribution: 20% $533
Annual Enpl oyer Contribution: 80% $2,134
Menber's Years of Service: 25-29
Annual Enpl oyee Contribution: 15% $400
Annual Enpl oyer Contribution: 85% $2,267
Menber's Years of Service: 30+
Annual Enpl oyee Contribution: 10% $267
Annual Enpl oyer Contribution: 90% $2,400

Ms. Carpenter noted this information was calculated based on
i nformation provided by Mercer Consulting, Inc.

4:58:42 PM

Senator G  Stevens, referring to the provision stipulating
qual i fyi ng dependents, asked if adopted children would qualify.

Ms. Carpenter replied that this provision would include these
dependants so long as the dependant is an adopted child of the
menber .

4:59:12 PM

Page 10
Enpl oyer contribution for maj or nedical coverage

« Enpl oyer pays 3.75% of enployee conpensation into a
heal th trust fund
o Current bill language calls for deposit into active
group life and health insurance trust fund
o A legal opinion is presently being sought on
accounting nmethods vs. true separation of assets
o Anticipated that |anguage will have to be changed
in sone way
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» Enpl oyer contribution was projected based on the tier
redesign initiative which contains separate rates for TRS
(3.75% and PERS (3.5%

Ms. Carpenter overviewed the information on this page. The | anguage
in the bill regarding deposit of enployer contributions into one
trust fund may not be allowable. Although it may be desirable to
pool these funds; however the exclusive benefit rules governing
each may prevent this practice.

5:00: 24 PM

Senat or Bunde pointed out that if these funds could not be pool ed
in the formation of the newtier, the fund would start from zero.
He asked how nonies would be i medi ately generated to pay benefits
for tier 4 nmenbers.

5:00: 51 PM

Ms. Carpenter responded that the nenbers of the new tier system
woul d not be eligible for benefits for ten years.

5:01: 09 PM

Senat or Hof f man asked the status of funds invested in the trust
accounts for an enpl oyee who works nine years then term nates from
the system

5:01:19 PM

Ms. Carpenter replied that those funds would remain in the health
trust fund, as those funds are designated for the exclusive benefit
of the plan. It is anticipated that if an individual returned to
wor k, their account would be reactivated and interest woul d accrue.

5:01:52 PM

Senat or Hof fman remarked that a percentage of these enpl oyees woul d
never return and asked if the funds contributed on their behalf
would remain in the trust account.

5:.02: 07 PM

Ms. Carpenter affirned. The bill has no provision to address these
funds, and therefore the funds would continue to be held in the
trust account in perpetuity.

5:02: 25 PM
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Senator Hoffrman clarified that the benefits would only be received
upon retirenment and to those nenbers who worked at |east ten years
for a participating enployer.

Ms. Carpenter affirmed.
5.02:43 PM

Co-Chair Geen asked if the Commttee was awaiting | egal advice on
the matter of enployer contributions to the health rei nbursenent
arrangenment (HRA) account for enpl oyees who do not becone vested.

Ms. Carpenter answered that |egal counsel is being sought on the
trust fund issue and whether contributions nust be nade to separate
funds. The issue Senator Hoffman spoke to was the status of funds
contributed by enployers to the health reinbursenment account on
behal f of enpl oyees who | eave the system before working ten years
and becom ng vest ed.

5:03:37 PM

Ms. Carpenter announced that the current enployer contribution rate
of 3.75 percent was derived fromthe tier redesign initiative and
is used for both PERS and TRS nenbers through this |egislation for
ease of conparison. Because the enployer does not share nedica
benefit costs with the enployee until the enpl oyee reaches the age
of 65 or beconmes Medicare eligible, Mercer Consulting was asked the
i npact of this. The consultant reported that the projection for
medi cal normal costs is reduced by approximately two percent. The
new nedical cost rate for TRS is therefore projected to be 1.5
percent and 1.4 percent for PERS, which is denonstrated on Page 11.

5:04: 36 PM

Page 11
Rational e for cost sharing only after Medicare
e 25 states have a normal retirenment age of 65, including
o Arizona, |daho, Nevada and WAshi ngt on
e 75%of the retiree nedical costs for the Al askaCare Pl an
are fromnormal retirenent age until menbers are Medicare
eligible
e Elimnating the cost sharing between ages 60 and 65
reduces the nedical normal cost rates to 1.5% (TRS) and
1. 4% ( PERS)

Ms. Carpenter stated this is the rationale for choosing this nethod
of cost share program She overviewed the remainder of the
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information on this page. During the five-year period between the
normal retirenent age of 60 and the age of Medicare eligibility of
65, the plan incurs 75 percent of its costs.

5:05:28 PM

Senator G Stevens asked if this is because retirees beyond the age
of 65 are covered by federal insurance.

Ms. MIIlhorn answered yes, that when a nenber reaches the age of
65, the Al aska plan coordinates wth Medicare for coverage. This
results in significant cost savings for post age 65 nenbers
conpared to pre age 65 nenbers. Pre age 65 nenbers, regardl ess of
their tier, incur 75 percent of the costs. In the year 2004, the
total medical clains costs for the retiree program was $225
mllion, with only 25 percent being paid for post age 65 nenbers.

5:06: 33 PM

Senat or Bunde remarked that although this nmay provide a good
nmedi cal plan, many nenbers m ght be unable to | ocate a physician
willing to accept Medicare paynent. He asked if nenbers nust
participate in the Medicare programto receive benefits through the
State plan. He suggested this proposal would result in "selling
thema service they can't use.”

Co-Chair Geen replied that participating in Medicare is not an
opti on.

Senat or Bunde noted that people over the age of 65 have the option
of continuing to work, in which case they would not be required to
enroll in Medicare.

Co- Chair Green agreed.

5.07:34 PM
Page 12
Medi cal costs
e Every 1% of base payroll = $21.6 mllion
[ Spr eadsheet showi ng Medi cal Normal Cost Rates as foll ows:
PERS

Total FY 06 Estinmated Base Payroll: $1,587,594, 875
Current DB Plans: 8.68%
Medi cal Cost in Dollars: $137,803, 235
Tier Redesign Initiative: 3.5 %
Medi cal Cost in Dollars: $55, 565, 821
SB 141 (inplied): 1.4%
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Medi cal Cost in Dollars: $22,226, 328
TRS
Total FY 06 Estimated Base Payroll: $573, 410, 095
Current DB Plans: 9.07%
Medi cal Cost in Dollars: $52,008, 296
Tier Redesign Initiative: 3.75%
Medi cal Cost in Dollars: $21,502, 879
SB 141 (inplied): 1.5%
Medi cal Cost in Dollars: $8,601, 151
Total Annual Medi cal
Current DB Plans: $189, 811, 531
Tier Redesign Initiative: $77, 068, 699
SB 141 (inplied): $30, 827,480
Total Payroll: $2,161, 004, 970
Savi ngs:
Tier Redesign Initiative: $112,742, 832
SB 141 (inplied): $158, 984, 051

Ms. Carpenter explained this is a denonstration of the nedica
costs.

5:08: 29 PM

Senat or Hoffrman savings because changing from prepaid nedical
programto the proposed program

Ms. Carpenter correct. This |egislation would provide that nenbers
pay a "great deal nore of the cost” in that they would pay the
i nsurance premium from the date of enploynent termnation unti
they reach the age of eligibility for Medicare.

5:09: 08 PM

Senat or Bunde asked if a nenber retires after 30 years of service
at the age of 55 whether that nenber would receive no insurance
until they reach the age of 65.

Ms. Carpenter replied that the nmenber would be eligible to
participate in the plan and pay the plan prem um

Senat or Bunde asked if the nmenber would be required to pay $400 as
i ndi cated on page 9.

Ms. Carpenter corrected that the informati on of page 9 pertains to
individuals eligible for Medicare. The premum is considerably
hi gher for pre Medicare eligible individuals. Those individuals
woul d bear the full cost of the premum She estinmated the prem um
at approximately $800 current dollar val ue.
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5:10:15 PM

Senat or Bunde stated that a menber who retires at age 55, who seeks
medi cal coverage would be required to pay $800 per nonth for ten
years.

Ms. Carpenter answered this is correct; however, the nenber could
utilize funds fromtheir HRA account to offset the prem um costs.

5:10:45 PM

Senat or Bunde asked if the health reinbursenent arrangenent is
solely the responsibility of the enployee or if the enployer
mat ches contri buti ons.

Ms. Carpenter replied that the HRA invol ves enpl oyer contribution
only. She stated that the current version of the bill provides that
one percent of the average enployer group salary is contributed by
t he enpl oyer into the fund.

5:11:14 PM

Co-Chair Green pointed out that in the years after a person has
retired and before becomng eligible for Medicare, the ability to
purchase health insurance is a significant issue. This proposa
guarantees that nenbers could participate in a health insurance
pl an.

5:11: 53 PM

Senator G Stevens questioned Senator Bunde's earlier conment
asking for clarification that if a menber retires and becones
eligible for Medicare benefits, the inpact is less to the State
system  however, if that person continues to work for a
participating enployer, a "drain" is made to the system

Ms. Carpenter clarified that if a menber continues to work for a
participating enployer, that nenber is covered as an active

enpl oyee.

Senator G Stevens asked if this applies to active enpl oyees age 65
and over.

5:12:54 PM

Senator Bunde clarified his earlier statenent, saying that the
Medi care programis conprised of two conponents, one relating to
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catastrophic insurance coverage, and the other a nore general
heal th care coverage. At the age of 65, an individual is required
to "take" the catastrophic coverage but is not required to enrol
in the other service at a cost of $50 per nonth if that individua
has ot her insurance coverage.

5:13:24 PM

Senator G Stevens commented that the practice of nmenbers continue
to work and not enroll in the extended Medicare benefits is a cost
to the State system

5:13: 30 PM

Co-Chair WIken asked how long the funds in the health
rei mbur senent agreenent account would | ast for a nenber who worked
30 years, retired at age 55 and paid the approxi mately $800 nonthly
prem um for continued health coverage.

Ms. Carpenter replied that the amount of menbers' HRA account woul d
be at the age of retirenent is still being calculated. She
estinmated the anmount to be $25,000 ore nore, dependant upon the
rate of return and the enpl oyer average wage group growth from year
to year. Presently, the legislation contains a provision limting
t he annual contribution to no nmore than $500. This would limt the
grow h of the funds, because within five to seven years, this $500
limt would be reached.

5:15: 03 PM

Senat or Hof f man asked if no past service rate would be inposed to
recover nedi cal costs.

5:15:18 PM
Ms. Carpenter answered, no.
5:15:20 PM

Senat or Hof fman asked if the past service rate would only be
i nposed for the retirenent program

Ms. Carpenter explained that no past service cost is included in
this plan, "just by the nature of it being a defined contribution
pl an."

5:15:40 PM
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Senator Hoffman referenced testinmony citing the |osses of $5.7
billion have been directly attributed to nedical costs. This is the
State's responsibility, but asked why no past costs are included in
t he proposed pl an.

5:16: 28 PM

Senator Stedman replied that under the current tier structure, the
enpl oyer and enpl oyee nekes contributions and nmake an esti mated
contribution rate that is intended to pay the benefits of the
future. If the estimations are insufficient, the deficit
accunul ates as a past service cost.

5:17:11 PM

Senat or Bunde calculated that a retired nenber at age 55 could
utilize funds fromtheir HRA account to approximately three to four
years of the premiumfor health insurance coverage. An option for
the nmenber would be to subsidize those paynents from ot her sources
and spread the HRA account over a |onger period.

Ms. Carpenter agreed based on the estimate figures she provided.
She stressed there would be no requirenent to pay these prem uns
with funds from the HRA, a nenber could utilize other funding
sources available to them and chose to utilize the HRA funds for
ot her nedi cal expenses.

Senat or Bunde predicted that age 62 would becone a standard
retirenent age.

5:18:28 PM

Ms. MIlhorn comented that SB 141 "does an excellent job at
redesigning the medical plan." Testinony, as well as D vision
research has indicated that a primary driver associated with the
underfunded status is the nedical portion of the plan. Many states
have increased the retirenment age to 65 years, therefore reducing
their nedical costs. This proposal includes the "elenment of
consuner driven health care attached to it". This shares
responsibility for these costs with the enployee, thus providing
i ncentive for enployees to give consideration to costs for health
services. She pointed out that when purchasing a new vehicle
consuners research the options and the costs of vehicles in making
a purchasing decision. This is not done for health care services.
This bill would change this practice.

5:20: 07 PM
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Senator Bunde nentioned a fornmula to determne whether an
individual is able to retire, using the age nultiplied by the
nunber of years worked and other factors. She asked if the w tness
knew this fornul a.

5:20:31 PM
Ms. MIlhorn indicated she would research the nmatter
5:20: 47 PM

Senat or Bunde suggested this would be helpful for conparative
pur poses.

5:20:58 PM

Ms. Carpenter asked if Senator Bunde was referencing a "rule"
whereby retirement is dependent upon a conbination of age plus
service equaling a set nunber. She had information regarding this
calculation for every state.

Senat or Bunde noted that age 55 is a young age to retire, and
want ed conparison information of other states.

5:21:44 PM

Senat or Stedman requested an explanation of how the State would
finance its portion of the prem um which could assist in answering
Senat or Hof f man's questi on.

5:22:17 PM

Ms. Carpenter detailed the cost-sharing plan inplenented once a
nmenber reaches the age of 65 or becones Medicare eligible. Based on
the nunber of years a nenber worked for a participating enployer,
the menber would pay a nmaxi mum of 30 percent of the insurance
prem um after becom ng Medicare eligible. The enpl oyer would pay
t he remai ni ng anount of 70 percent or |ess for enployees with fewer
years of service.

Senat or St ednan asked where the enpl oyer woul d secure funds for its
portion of the cost sharing.

Ms. Carpenter replied these funds would be paid fromthe retiree
health trust. Currently, enployers contribute 3.75 percent of each
enpl oyee's salary to the retirenment trust, although it is estinated
that only 1.5 percent would be required for nmedical benefits, based
on information provided by Mercer Consultants, Inc., as well as
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data garnered from the existing nedical plan. The proposed
retirement nmanagenent board woul d manage the health trust.

5:.23:55 PM

Senat or Stedman asked if managenent of the health trust account
would involve an actuary analysis process to calculate the
necessary contribution rates to fund the benefit liability.
5:24:15 PM

Ms. Carpenter replied this would occur due to requirenments for
actuarial evaluation stipulated in the bill; however, the current
| anguage establishes the enpl oyer contribution rate.

5:24:44 PM

Senator Stedman stated that if health care costs accel erated higher
than anticipated, a situation could occur in which the health trust
woul d have an unfunded liability. In this event, the |legislature
could amend statute to increase enployer contribution rates.

Ms. Carpenter affirned.

Senator Stedman noted this is a "difference in the nmagnitude, but
the concept is the sane.”

5:25:29 PM

Senat or Hof f man asked how health care benefits are paid for current
retiree nmenbers.

5:25:40 PM

Ms. Carpenter replied that the nonthly premum anounts for
i nsurance for current menbers are transferred fromthe PERS or TRS
trust funds into the retiree health trust account.

Senator Hoffman asked if funds for both current and future
enpl oyees woul d be held in the sane retiree health trust.

Ms. Carpenter answered this is not the intent, as |legal constraints
| i kely woul d prohibit the pooling of funds in this manner.

5:26:34 PM

Kat hl een Strasbaugh spoke out of range of the m crophone.
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5:26:50 PM

Ms. MIlhorn informed that the D vision has many initiatives
underway. A pending lawsuit pertaining to nedical costs is
chal l enging current practice. The Al aska Suprene Court issued a
decision in the year 2003.

5:27:27 PM

KATHLEEN STRASBAUGH, Assistant Attorney Ceneral, Labor and State
Affairs Section, CGvil Dvision, Departnment of Law, testified that
the Division of Retirement and Benefits nade changes to the retiree
heal th plan in 1999 and 2000 intending to be bal anced in increased
benefits and detrinents. The changes affected out-of-pocket
expenditures, maxinumlifetime benefits, issuance of drugs, stop-
| oss provisions, travel requirenents and coordi nation of benefits
with the Medicare program

Ms. Strasbaugh infornmed that the National Education Association
the American Federation of State, County and Muinici pal Enpl oyees,
and another retiree affiliated organizations filed a class action
suit challenge these changes on the grounds they constitute a
di m ni shnent of benefits. The Alaska Superior Court found, on
sumary judgnent, that the changes did violate constitutional
provisions. This decision was mnade wthout production of
significant evidence and without a "trial-type proceedi ng".

Ms. Strasbaugh continued that the Al aska Suprene Court accepted the
case on petition from the State for review to settle the
constitution question. The Suprenme Court held that while the
constitutional provision does apply to health benefits and
therefore benefits and detrinments nust be offset, but also that
this determnation nust be nmade on a group basis, rather than
i ndi vi dual perception allow ng nmenbers to "pick and choose". The
case was considered to have prevail ed because the summary judgnent
was not reversed.

Ms. Strasbaugh |isted next task is to evaluate the events of 1999
and 2000 to determne whether the benefits and detrinments are
actually balanced. Both parties would likely file notions or a
trial would be held on this issue. No stay was issued, but
i nspection of any proposed change to ensure that any inpacts would
be offset by benefits to nenbers, would be appropriate.

5:30:44 PM

Co-Chair Geen asked if the witness newthe tinefrane in which this
matter woul d be resol ved.
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5:30:51 PM

Ms. Strasbaugh did not. Atrial order has not been issued and the
parties have been exchanging i nformati on and hol di ng depositions of
experts. This work is yet to be conpl et ed.

5:31:20 PM

Co-Chair Green announced that anendnents would be introduced and
woul d be included in discussion.

Co-Chair Green ordered the bill HELD in Conmttee.
#

ADJ QURNIVENT

Co- Chair Green adjourned the neeting at 05:32 PM
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