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Travel
Services
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Grants
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FISCAL NOTE #1

STATE OF ALASKA BILL NO. sB 100
2011 LEGISLATIVE SESSION

Analysis

This bill acts to repeal AS 39.35.625 and AS 39.35.958(f) and annuls regulation 2 AAC 35.235 which require employers
who eliminate participation in the Public Employees' Retirement System (PERS) for some or all of their employees to
pay the costs developed due to the termination process (termination costs). These cost changes include vesting of
members who are not yet vested and changes in retirement behavior. Both changes lead to liability for benefits
occurring earlier than calculated by the Division actuary. The termination costs represent an unfunded liability to the
system.

In addition to termination costs, AS 39.35.625 requires employers to pay continuing contributions towards the
unfunded liability at the past service rate established each year times the salaries of the eliminated positions.
Contributions are required until the past service liability is extinguished. The past service rate for FY2011 is 18.63%
and for FY2012 is 22.48%.

The termination costs and the ongoing requirements for contributions towards the unfunded liability are currently in
addition to the requirements for employer contributions in AS 39.35.255.

The bill repeals the termination cost requirements and requires employers who have terminated all participation with
the PERS to pay 22% of the total base salaries of all covered employees as of the fiscal year ending June 30, 2008 until
the plan does not have a past service liability.

Employers who eliminate participation for some but not all of their employees will pay no termination costs and
make no contribution toward the unfunded liability unless their total base salaries fall below the total salaries the
employer reported to the PERS as of June 30, 2008. As salaries increase in the future, it becomes less likely the
removal of a few positions from participation will result in total base salaries falling below the June 30, 2008 thresh-
hold.

The bill acts to shift costs for termination of some or all of a participating employers employees to the State of Alaska.
The estimated costs, in thousands, to the State as determined by the Division actuary, Buck Consultants are as
follows:

PERS DB Plan FY 14 FY 15 FY16 FY17 FY 18
Increase in Normal Cost $(457.0) S(472.0) $(488.0) $(506.0) $(525.0)
Increase in Past Service

Cost Amortization Payment  $1,600.0 $1,652.0 $1,709.0 $1,772.0 $1,839.0
Total Increase in Annual

Employer Contribution Amt.  $1,143.0 $1,180.0 $1,221.0 $1,266.0 $1,314.0

Results shown above are based on the 2010 draft actuarial valuation for PERS. Assuming the bill becomes effective
July 1, 2011, upcoming increased costs will be reflected in the FY 14 rates. Future terminated employees have been
assumed to follow a similar pattern as past terminated employees for which termination costs have been completed.
If future experience of terminating groups from PERS increases, the costs shown above will also increase.

Due to the retroactive provisions contained in Sections 9 and 10 of the bill, five PERS employers will be reimbursed
for termination costs already paid to the plan. Total cost of reimbursement is $86,582.00 and will be incurred in
FY2012.
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