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CHAIR BI LL WELECHOWNSKI called the Senate State Affairs Standing
Commttee neeting to order at 12:04 p.m Present at the call to
order were Senators Paskvan, G essel, Thomas and W el echowski .
Representatives M|l er and Kawasaki were al so present.

SB 121- TEACHERS & PUB EMPLOYEE RETI REMENT PLANS

12: 05: 59 PM

CHAIR WELECHONSKI stated that the conmttee was neeting to
continue the discussion regarding the type of retirement system
the State of Alaska, its nunicipalities [and school districts]
should offer their long-term enployees. He reninded everyone
that in 2006 the Alaska Legislature changed the retirenent
system from a defined benefit (DB) system to a defined
contribution (DC) system Under a DB system retired enployees
receive a defined nonthly check based on salary and years of
service. He noted that nost state, nunicipal, and school
district enployees around the nation belong to such plans. To
his knowl edge, Alaska is the only state that offers its new
enpl oyees neither a DB plan, nor the opportunity to participate
in the U S. Social Security program

CHAI R W ELECHOWSKI expl ained that under a DC system enpl oyees
and their enployers contribute to a retirenent account, and the
i ndi vi dual enpl oyees nake their own investnment decisions. |If
those investnents perform poorly, the enployee receives |ess
nmoney at retirenent. Wiile this system provides |less security to
workers, it has the advantage of portability; DC enpl oyees have
the ability to take their retirement accounts with them when
t hey change jobs. This system works well for individuals who may
wish to work for a particular enployer for a relatively short
period of tine.

SB 121 wll give Al aska public enployees a choice between the
two systens. The sponsor's objective is to design a system that
would cost the State of Alaska, nunicipalities and school
districts less than the current PERS Tier IlIl DB system He
noted that based on the nobst recent fiscal note, that goal m ght
not have been achieved. Therefore, one objective today is to
di scuss ways to nove closer to that goal. M. Slishinsky from
Buck Consultants, Inc. and M. Fornia wth Pension Trustee
Advi sors will discuss the bill and its costs, he said.

CHAIR W ELECHOWSKI recogni zed that Representative Davi d
Guttenberg had joi ned the neeting.

12: 09: 27 PM
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JESSE KIEHL, Staff to Senator Dennis Egan, prime sponsor of SB
121, extended apologies on behalf of Senator Egan. He was
fulfilling a commtment to the Senate President and was
therefore unable to attend the neeting today.

MR, KIEHL explained that SB 121 gives newy hired state,
muni ci pal and school district enployees the opportunity to
choose the type of retirenment systemthat best fits their public
service to Alaskans. Each system has its strengths, and each
system has its weaknesses. The defined benefit (DB) system
guarantees a fornula-based retirenment check and a healthcare
benefit, but it takes a long tinme to earn that check, and | onger
still to earn the heal thcare benefit.

In a defined contribution (DC) system the enployee gets to keep
the noney he or she put in, and after a certain anount of tine
the noney that the enployer put in also belongs to the enpl oyee.
The enployee controls the investnents, and thus has the
opportunity to beat Wall Street, but there are no guarantees.

In addition to the choice between a DB and a DC retirenent
system for a new hire, SB 121 creates a new tier for enployees
who choose a defined benefit. In the new tier it is harder stil
to earn the nedical benefit; the enployee has to either work a
full career or be Medicare eligible at the tine of retirenent in
order to qualify. This makes it easier to predict what to put
away now, in order to fund those benefits in the future.

SB 121 gives enployees «currently working in the defined
contribution system one opportunity to nake an irrevocable
election to convert to the new defined benefit tier. Any new
hire that does not make a selection will be defaulted into the
DB system |largely because it provides the public a better bang
for the buck. The DB system is nore economcally efficient,
provides a better stabilizer for the Al aska econony, and
encourages retirees to stay in Al aska when their public service
career ends.

12:12: 59 PM

MR. KIEHL said SB 121 was designed to be, at worst, cost neutral
to the state and public enployers. Wihile there hasn't been tine
to thoroughly review the updated fiscal note, he |ooks forward
to hearing the analysis and the thinking that underlies it. He
enphasi zed that Senator Egan is commtted to nmaking SB 121 a
wor kable bill and a good deal for the state and Alaska's public
servants. He said it appears that flexibility will be necessary,

SENATE STA COW TTEE -4- Oct ober 13, 2011



and the sponsor |ooks forward to working cooperatively with the
commttee and the admnistration to acconplish this goal.

12:14: 29 PM

REPRESENTATI VE DAVID GUTTENBERG asked if he's saying that he
doesn't have the underlying details to fully understand the cost
projections in the fiscal note.

MR KIEHL replied he is casting no aspersions; it's just that
nore time is needed to delve into the underlying nethodol ogies.
It's possible that there will be questions, just as there were
with the previous fiscal note. Listening to the testinony today
and participating in the analysis should be informative for
everyone, he said.

SEAN M GENSON, representing hinself, said he teaches history at
West Valley Hi gh School in Fairbanks, but he mght not be able
to make this a long-term career in Alaska, unless he has a
better retirement option. SB 121 wll help in this decision-
maki ng process. M. GCenson explained that he is 39 years old and
has taught for four years as a TRS Tier |1l enployee. Because he
doesn't have a retirenent plan he can count on, he does what he
can to put aside extra noney for retirement. Instead of saving
for a down paynent on a house, he lives in a cabin wthout
running water. He knows that he's becomng a better teacher
every year, but he doesn't know how he'll be able to continue
for a full career. He doesn't want to |eave Al aska, but he m ght
have to if he wants to keep teaching. He doesn't want to quit
teaching, but he mght have to quit if he wants to stay in
Al aska.

MR. CGENSON said it takes a new teacher a few years to figure
things out and get things working snmoothly. The defined
contribution plan is a huge disincentive for teachers to stay on
after they've figured things out. In fact, it tends to push
tal ented and experienced teachers out of the system after just a
few years.

MR. GENSON said he won't | eave teaching because he can't do it,
or because he doesn't want to do it. He is honored to work with
students as they develop into responsible and thoughtfu
citizens. But he mght have to |eave Alaska to teach in a state
that offers a dignified retirenent after a career spent worKking
with kids. The DC plan isn't just harnful to plans for old age,
and it isn't just harnful to the economc need to keep educated
professionals in the state. It is also harnful to children's
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education. He urged the committee to think about Alaska's future
and advance SB 121.

12:22:16 PM
SENATOR d ESSEL asked how long he has lived in Alaska and in
Fai rbanks and what he did before becom ng a teacher.

MR. CGENSON replied he noved to Alaska in about 1995 and to
Fai rbanks in 2005. Before becomng a full-time teacher, he
worked as a substitute teacher and in fine-dining restaurants.
Hi s work experience also includes sea kayak guide and conmerci al
fishing.

REPRESENTATI VE BOB M LLER asked if he knows other teachers that
have simlar feelings about the defined contribution retirenent
system

MR. GENSON answer ed yes.

REPRESENTATI VE M LLER asked if he would say a majority feel the
sane way.

MR. GENSON sai d yes.

REPRESENTATI VE BOB M LLER asked if he believes that if SB 121
were to pass, that he would have nore free cash that he could
use to help drive the econom c engine in Fairbanks.

MR. GENSON said he believes that would be the case. Responding
to a further question, he said he believes the sanme would hold
for other teachers. He and his colleagues have had nany
conversations on the topic.

12:24: 07 PM

REPRESENTATI VE GUTTENBERG asked if he feels it's nore secure to
make his own investnent decisions, as opposed to having the
state nanage the account.

MR. CGENSON replied he doesn't want to bet on his investing
skills. He doesn't want to work towards what is essentially a
ganbl e.

SENATOR THOVAS asked if he'd noticed that the DC statenent shows
that his account is automatically rebal anced on a regul ar basis.

MR. GENSON replied he | ooks at the statenent, but he doesn't pay
attention to allocations.
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12: 26: 54 PM

ERIC DAN ELSON, representing hinself, said he is an airport
police and fire officer and a PERS Tier |1V defined contribution
enpl oyee. He also serves as vice-president of the Public Safety
Enpl oyee Association (PSEA) representing Alaska State Troopers,

state fire marshals, the airport in Anchorage, and nmnultiple
muni ci pal fire and police departnents. In the past, the State of
Al aska recognized that these professions are inherently
dangerous and hazardous, but that is no |onger the case. Under
the DC plan, police and fire officers are expected to work until

age 59 1/2; this ignores the fact that |aw enforcenent officers
and fire fighters have a lower |ife expectancy than the genera

popul ation. The people that have chosen these professions
exhibit the qualities of loyalty, integrity, and courage. The DC
pl an doesn't recognize this, but the DB plan would, he stated.

MR. DANI ELSON said it takes very special individuals with select
training to becone part of the |law enforcenent and fire fighter
comunities. There is great demand for these skills. The state
of Al aska provides this specialized training to DC enpl oyees and
then it loses the training and skill when the enpl oyee noves on

M. Danielson said he'll vest next sumrer and he and other DC
enpl oyees are |ooking at other options, because Al aska isn't
conpetitive. He noted that in Fairbanks, the DC enployees who
want to stay in Alaska oftentines transfer to the federal
system because it offers a pension.

MR. DANI ELSON sai d about half of the front-line enployees in his
departnment are in the DC system 1It's one of the main topics
around the lunch table and a huge distraction. Sone enployees
find it stressful to watch the narket and sonme are already
| ooking at other options. Defined benefit enployees within the
departnment question why DC enpl oyees stay around, even for the
five years it takes to vest. They point out that the 18 nonths
of training that costs tens of thousands of dollars is portable.
For exanple, law enforcenment officers in Austin, TX can retire
after 23 years of service. The pay and benefits are conparabl e,
but that system offers a pension after 23 years that is 73
percent of pay. Alaska can't conpete; he can get experience and
training here in Alaska, and after vesting in 5 years he can
nove to Texas where the cost of living is |ower.

MR. DANI ELSON said he realizes that his account goes up and down
with the market, but right now his account is worth |ess than
the conbined total of what he and his enployer have contri buted
over the past 4.5 years. This doesn't bode well for being able
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to retire, particularly in Al aska where the cost of living is
hi gher. He cautioned that there will be a huge |eadership gap in
departnments if the state loses a generation of enployees. He
urged the conmttee to pass SB 121, and return to a defined
benefit system

12: 35:43 PM

SENATOR G ESSEL observed that the discussion is about risk. In a
defined contribution plan the enployee assunes the risk, and
they have the option of nanaging their account or having the
state do it. She asked who bears that risk in a defined benefit
pl an.

MR. DANI ELSON replied he would argue that both the enployee and
the state nmnage the risk. Geat-Wst Retirenment Services
managed his account for about 3.5 years, and the returns were
much worse than the stock market. Now he nmanages the noney
hi nsel f.

12: 38: 55 PM
BRIAN COOPER, representing hinself, said he works for the
Fairbanks Fire Department and is a PERS Tier 1V defined

contribution enployee. He has lived in Fairbanks his entire
life, and received his paranedic degree and associate degree in
muni ci pal fire control in Al aska. Wile going to school, he

wor ked at the university fire departnment and received on-the-job
training. He ran into burning buildings, drove and operated fire
trucks, and served as lead nedic. That experience gave him a
significant advantage and the option of working anywhere in the
nation, but he wanted to stay in Alaska and work for the
Fai rbanks Fire Departnent.

MR. COOPER said he's worked for the City of Fairbanks for about
2.5 years and he's questioning whether or not to stay. Two
coworkers who were hired at the sane tine have already left or
are in the process of leaving. Although it's said that
portability is a benefit of the DC system portability isn't a
benefit in the firefighting profession. If he spends 5 years as
a fire fighter in Fairbanks, he'll again be at the entry Ievel
if he noves to another state or even to another town in Al aska.

Being a fireman is a physically and nentally taxing career. Even
the sticker in his helmet warns that firefighting is an ultra-
hazardous occupation. One of the concerns with being a PERS Tier
IV enployee is that, even after decades of service, he won't
receive the nedical benefit in retirenment. Moreover, he'll have
to work longer to be eligible for retirenent, even though there
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aren't many fire fighters on the front lines that are ol der than
age 60. Gven the choice, he would convert to a defined benefit
pl an.

12: 46: 15 PM

JEFF THOVAS, representing hinmself, said he's been a heavy
equi pnent operator with the Departnment of Transportation and
Public Facilities (DOTPF) for 4.5 years. He's a defined
contribution enployee. Wntertine duties include snowpl ow ng,
keeping ice off the roads, and thawi ng culverts. Activity during
the summer includes asphalt patching, brush clearing, and
pai nting stripes on the roads.

MR, THOVAS said recruitnent and retention has becone a problem
for the department with its Tier IV enployees. He's heard that 7
of 10 prospective hires fail the entry-level test for an
equi pnent operator. Retention is a particular problem with the
DC system The state puts a lot of tine, effort, and noney into
training and it's probably 3 years before an operator has a good
handle on both routes and equipnent. He's seen a nunber of
operators |eave before they are fully vested, because they can
nove to the operating engineers union and get better pay and
better benefits with a predictable retirenent.

The defined contribution retirenent is dependent on stock market
returns, which has been frightening. He agreed w th previous
testinmony that Great-Wst Retirenent Services isn't doing a very
good job, but he's not interested in |earning about investing
hi nsel f. Being an equi pnent operator is physically taxing and at
the end of a career it would be nice to have a predictable
retirement with healthcare benefits. He offered his belief that
retention would inprove, and it would save noney in the |ong
run, if the state were to return to a defined benefit system

REPRESENTATI VE GUTTENBERG said M. Cooper affirmed a statenent
he's made correlating nunbers of |ost nmail boxes to nunbers of
new equi pnent operators on the road.

12:50: 39 PM

M CHAEL LAMB, Chief Financial Oficer (CFO, Fairbanks North
Star Borough, said he has spent an inordinate amount of tine
over the past six years studying and working on PERS/ TRS i ssues.
He acknow edged that there are differing and valid views on the
defined benefit and defined contribution systens.

MR. LAMB concurred with all the points in the sponsor statenent
and warned that recruitnment and retention will becone a |arger

SENATE STA COW TTEE - 9- Oct ober 13, 2011



issue as the econony inproves and booner denographics shift.

Those enpl oyees who held off retirement during the downturn wll

begin to depart the Ilabor force in above average nunbers,

| eaving a profound hole in all labor forces. He said he has
testified before, and continues to believe, that both DB and DC
pl ans should be available. In sone instances it's logical to use
the DB plan, but there are also occasions where it is beneficia

to both the enployee and enployer to use the DC plan. For
exanple, Alaska has the highest per <capita percentage of
mlitary retirees in the nation. These skilled and highly
trained individuals already have the benefit of a federal DB
retirement, so it's logical to offer thema DC plan.

MR LAMB said he finds it troubling that the Division of
Retirement and Benefits (DBR) has taken a formal position that
any PERS enpl oyer that accesses short-term grant funds for any
salary-related position could be subject to a 30 \year
termnation cost. Enployers were told to avoid any future
liability by keeping those grant-related dollars out of the PERS
system He said he disagrees with that |ogic, and would argue
that short-term positions that are paid for with grant dollars
ought to be inside the PERS system and under the unbrella of a
DC plan. Many short-term enpl oyees would be far better off in a
DC plan, and enployers are happy to get those enployees even if
it's a short-lived relationship. However, there are also groups
of enployees that are career oriented and should have the DB
opti on.

MR. LAMB opined that SB 121 is correct policy for the state and
for enployers, but it should go a step farther and anmend the
statutes. An enployee who retires from a DB system and is
rehired by any PERS enployer should not be able to go back into
a DB plan. A DB retiree, who chooses to return to work, should
be in the DC plan. He acknow edged that there may have been
instances of bad behavior wth regard to the double-dip
question, but in nost instances there is absolutely nothing
i mproper about an enployee returning to work while they continue
to draw their legitimately earned benefits. Anyone opposing that
phil osophy is essentially saying that a mlitary retiree who is
drawing a well-earned pension should not be able to return to
work and draw a salary from another enployer, especially a
government enployer. That doesn't make sense. He noted that he
frequently hears about this issue from enployers across the
st at e.
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MR. LAMB said that using both systens and allowing a retired DB
enpl oyee to go back to work as a DC enployee will go a |ong way
toward hel ping enpl oyers recruit and retain needed workers.

MR. LAMB said it's inportant to wunderstand that governnent
enpl oyers are perpetually in a recruiting node, conpeting for an
ever shrinking labor force. He highlighted the follow ng
exanples to support this position:

1) The borough had a good engi neer resigned when his spouse was
offered a good position in another state. In the end, the couple
didn't like the new |ifestyle and noved back to Al aska. Although
the borough had an unfilled engineering position and tried to
rehire the engineer, it wasn't possible to conpete financially
once the person left the borough. That was a major |oss of skil

and institutional know edge for the borough. That is difficult
to factor into a fiscal note as related to DB versus DC pl ans.
It's also difficult to factor in that DB salaries are generally
| oner than DC salaries, but if it's necessary to raise salaries
to cover the difference, that adds to the fiscal note conponent.

2) Hi s nephew received a Washington state teaching degree, wth
an enphasis in math. Hs wife received a teaching degree with an
enphasis in special education. They both got teaching jobs in
Fai r banks; she had a full-tinme special education position and he
was a substitute teacher. They left the state last sumer,
because it didn't pencil out to stay in Alaska and teach. The
state lost two smart and dedicated teachers, because it offers
nei ther Social Security nor a DB pension.

3) One Saturday norning he net Attorney General John Burns in
the |ocker room and hoped to talk to him about the troubling
| egal advice that retirenent and benefits was getting from the
AG s office related to termnation study regulations. However
the attorney general wanted to talk about the nunber of
attorneys within his office that are eligible to retire, and he
was questioning how he was going to recruit and hire attorneys
under the current PERS system M. Lanb opined that if sone of
t hose defined benefit attorneys could retire and then return as
DC enpl oyees, if there were unfilled positions, John Burns could
spend less time working out to relieve stress.

MR. LAMB said he read through the Cctober 7, 2011 fiscal note,
and the nunbers and basis for the nunbers gave him very little
confort as conpared to the independent analysis provided to
Senator Egan by Pension Trustee Advisors. The latter could be
foll owed and actually incorporated DC pl an reducti ons.
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MR. LAMB said he's argued with a lot of CFGCs who conpletely
dismss or are very suspect of the accuracy of actuarial
reports. For a long tinme he was a hol dout, but would now caution
that wunless you fully understand all the variables and
assunptions being used in any actuarial projections, and unless
you know who has influence in choosing the assunptions used in
the projections, then you should take such estimtes with a
grain of salt when trying to establish, wth certainty, which
plan will cost nore or less in the future. He opined that it's
likely that both plans w Il cost about the sanme as laid out,
since the nedical conmponent is no |longer such a major variable.
The unrecogni zed cost of not having a DB systemis likely to far
exceed any cost differential, he stated.

1:01: 07 PM
SENATOR G ESSEL asked what the unfunded liability is today for
t he defined benefit program

MR. LAMB replied the nunber as of June 30, 2011 was $11 billion.

SENATOR THOVAS asked his professional opinion about how the
state got into the hole, how it mght get out of the hole, and
if it would be beneficial to change the system

MR. LAMB said the system becane unfunded because the normal cost
rate was set too |low. Wien he reviewed a retirenment and benefits
presentation, he noticed that it included a chart that used
financial statenments from when the system was positive and
whol e. The problemis that those financial statements didn't use
the correct actuarial nunbers, because they did not show a
decline in value until about 2000. In 1995 the state paid for a
report that warned the state to look at the actuarial nunbers
that were being used, but that didn't happen. "Essentially, the
bi ggest deal really had to do with incorrect actuarial nunbers
and incorrect medical conmponent,” he stated. Al though there was
a lot of argunent that the nmarket went bad, the truth is that it
was the market starting in 2008/ 2009 that clearly had an inpact.

MR. LAMB highlighted that when Callan Associates |ooked at the
nunbers goi ng back nearly 15 years, they noted that the rates of
return for both the PERS and TRS systens were right at 9
percent. Thus, the notion that the original problem was caused
by bad market conditions sinply isn't true. The reality is that
the state does a very good job of investing. If it hadn't
basically gotten 75 basis points above 8.25 percent, the nunbers
woul d have been even farther off.
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MR. LAMB summarized that the normal cost rates were set way too
l ow, and nobody did anything when the state was actually under
wat er, because the financial statements didn't reflect that
reality. The effect was cascadi ng and cunul ati ve.

He said now there's confort is what the current normal cost rate
really is because there are two review ng actuaries. However,
he'd now like to know if a study was ever done conparing just
Tier Il DB costs to the DC system because originally the study
conpared the total Tier I, Tier Il and Tier IIl costs to the DC
system He |ooked at the two actuary reports last night and one
says it will cost less, and the other says it will cost nore.

1:05:21 PM
SENATOR PASKVAN asked M. Lanb to give his thoughts on designing
a system and why he m ght pick DB over DC for nost enpl oyees.

MR. LAMB said he believes that SB 121 is a good proposal. If the
nunbers were crunched independently and all the assunptions were
understood, the calculations would probably be pretty close.
What can't be factored in is the cost of not having qualified
enpl oyees doing the job in a tinely and efficient manner. H's
perspective is that DB Tier IIl and the proposed DB Tier V are
much the same. He said when a person retires the two big
concerns are having noney to live on and heal thcare. Even under
PERS Tier 111, unless you fit a certain set of criteria, there
won't be much healthcare benefit from the system so there isn't
much backslide for the proposed Tier V. Wiat is a big deal is
that individuals that want to focus on their jobs rather than
investing will know that they wll have a pension check that is
a large as it could be, because a qualified professional nanaged
t heir noney.

1: 09: 42 PM
SENATOR G ESSEL asked how regular people in the private sector
manage W t hout a defined benefit possibility.

MR. LAMB responded there are two things. First, people in the
private sector generally are paid nore over their lifetine,
because salaries for private enterprise are generally higher
than in governnment. Second, there are nore or |ess options
depending on the entity for which a person works. A large
corporation <clearly has the assets and incentive to help
enpl oyees wth Jlong-term financial planning, whereas those
resources generally aren't available to nom and pop type
entities. However, the solution to that shouldn't be to take the
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opportunity away from those that do have the advantage. He added
that he would argue that anyone in the Social Security System
actually is in a DB system and they should augnent their
"retirement stool" with nore | egs.

1:12: 36 PM
CHAI R W ELECHOWNSKI asked the administration or M. Slishinsky to
di scuss the revised fiscal note.

M CHAEL BARNHI LL, Deput y Comm ssi oner, Depart ment of
Adm ni stration (DOA), stated that it's true that the Parnell
Adm ni stration opposes SB 121, but it's disturbing that someone
woul d cast aspersions on DOA's nunbers w thout having any basis.

MR. BARNHI LL explained that he essentially opened the door to
the state's actuary so that M. Fornia, an actuary for a
pr oponent of the bill, could ask questions about t he
assunptions. If he disagreed with any of the assunptions, he was
free to bring them to the <commttee for discussion. He
enphasized that at no tinme did the admnistration attenpt to
limt access to its actuary. That door will remain open so that
this commttee and the people of the state of Alaska can trust
t he nunbers, he stated.

1:16: 40 PM

MR. BARNHI LL rem nded the commttee that at the last hearing he
surmsed that the fiscal note would go down, because of M.
Fornia's persuasive argunent that the bill wuld reduce the
normal cost of nedical in the proposed DB tier. However, Buck
Consul tants, Inc. again canme back with a positive fiscal note.

The fiscal note shows a total of [$124.412] nmillion for FY2013.
That represents the cost for existing DCR nenbers to transfer
into the proposed DB tier. It's a positive nunber because it
allows a one-for one service credit for nmenbers potentially back
to July 1, 2006. If the conbined enpl oyer/enpl oyee contributions
are insufficient to purchase the enployee's service, the

remai nder will be made up from the general fund. This FY2013
expenditure is essentially an wunfunded liability of $124
mllion. The actuarial assunption is that 60 percent of current
DCR nenbers will convert to the proposed DB tier, and 40 percent
will remain in the current DCR system Going forward, the
assunption is that 80 percent of future enployees wll select

the DB plans, and 20 percent will select the DCR pl an.
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Beginning in FY2015, the fiscal note reflects the increased
normal cost presented by the bill. He deferred the explanation
to M. Slishinsky.

1:19: 09 PM

DAVID H.  SLISH NSKY, Principal and Consulting Actuary, Buck
Consul tants, Inc., ("Buck"), stated that Buck is the actuary for
the State of Alaska and as such it perforns the actuarial
services on the state's retirenent plans. The assunptions for SB
121 are that 60 percent of current DCR nmenbers will select the
proposed DB plan, and 80 percent of new hires will select the
proposed DB benefit. The fiscal note reflects the difference
between the costs of the proposed DB benefits for the above 60
percent of nmenbers and the costs of the DCR benefits.

| mportantly, the normal cost is a conbination of the difference
in costs for pension and for healthcare. The DB normal cost paid
by the enployers for pension is less than the enployers are
paying for the DCR plan, so there is a savings for pension.
However, the healthcare benefit per nmenber is higher for the DB
plan than the current DCR plan. These calculations include
expected future new hires into both PERS and TRS and reflect the
impact of the difference in costs for those people. As this
group grows over tine, the increase in the normal cost goes up
as wel | .

1:22: 25 PM

SENATOR PASKVAN offered his understanding that the cost to the
enpl oyer of the DB conponent is cheaper than the cost to the
enpl oyer of the DC conponent.

MR. SLI SHI NSKY said he agrees if the discussion is specifically
about the pension portion.

SENATOR PASKVAN said he assunes that the DB costs are still
cheaper than the DC costs for FY2015 - FY2018.

MR, SLISHI NSKY replied that's correct only when talking about
t he pensi on.

SENATOR PASKVAN asked if the totals on the fiscal note represent
only the medi cal conponent.

MR.  SLI SHI NSKY answered no; it reflects the increase in the
total normal costs for both pension and heal thcare benefits.
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SENATOR PASKVAN of fered his understanding that the number would
be less than zero if it was just the pension, but it depicts 100
percent the cost of the nedical conponent, which is greater than
the credit for the defined benefit.

MR SLISH NSKY said that's correct.

SENATOR PASKVAN offered his understanding that the expectation
for new hires is that 80 percent would want a DB retirenent.

MR SLISH NSKY said that's correct.

SENATOR PASKVAN asked if the date for determnation of the
anmount of assets in the account is different than June 30, 2010,
which is when the unfunded liability was cal cul at ed.

MR. SLISHI NSKY replied the data that was used in this analysis
is the same data that was wused in the |latest actuarial
valuations as of June 30, 2010, which contained an overal
neasure of the unfunded liability of $11 billion.

1: 25: 54 PM
CHAI R W ELECHOWSKI asked himto el aborate on how he cane up with
60 percent and 80 percent.

MR. SLI SHI NSKY expl ai ned that the 60 percent assunption reflects
the fact that some people just don't want to nmke a decision
about whether or not to change from one plan to another. A
recent study of DB and DC systens showed that new hires sel ected
DB between 75 percent and 97 percent of the time. Buck elected
to use 80 percent, which is in the md-range.

CHAI R W ELECHOWSKI asked if he had a breakdown for pension and
heal thcare that shows how nuch |lower the DB pension benefit
woul d be conpared to the DC pension benefit.

MR. SLI SHI NSKY responded the enployer normal cost rate for PERS
was 2.86 percent of salary for the pension portion, and the
enpl oyer contribution into DCR was 5. 22 percent of salary.

CHAI R W ELECHOWSKI asked what the cost savings would be for
pension and the cost increase for healthcare for FY2015. The
fiscal note depicts the total as $19.853 nmillion.

MR. SLISHI NSKY replied the savings on pension is about $9.7
mllion and the cost on healthcare is about $27.3 mllion.
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1: 29: 23 PM
CHAI R W ELECHOWNSKI asked how the healthcare costs can increase
so nuch in FY2015.

MR.  SLISHI NSKY replied two things are happening. First, the
heal thcare benefit isn't a function of salary like it is for a
pensi on benefit. Healthcare costs the sane for an enployee wth
an $80,000 salary as it does for an enployee with a $40, 000
sal ary. Second, when the current DCR group is conpared with one
of the previous tiers, there is a difference in the level of
heal thcare cost over the entire term of enploynent. The DCR
group covers anybody hired on or after July 1, 2006, and the
average age of that group is 34 with two years of service. The
heal t hcare benefit for that relatively young group is projected
to increase according to healthcare cost trend rates, which are
roughly double the rates that are used as part of the pension
valuation. Not only are the costs for healthcare expected to go
up nore relative to the pension benefit, these people are
younger so their healthcare benefit wll be provided over a
peri od when healthcare costs are higher than for sonebody in an
earlier tier. That too adds to the cost of healthcare.

1:32:10 PM

MR. BARNHI LL added that the healthcare experience of the PERS
and TRS systens since 1978 has been an average annual increase
of 9 percent. DOA is undertaking a nunber of efforts to bring
that cost curve down because that's wunsustainable, he said.
Until there is sonme neasure of success in doing that, the
actuary has to continue to prudently project what the heal thcare
costs will be 30 or 40 years from now.

SENATOR PASKVAN asked if he agrees that the state should provide
medical care to all its enployees, regardless of whether they
are in a DB or DC system

MR. BARNHI LL responded that is an appropriate policy question
for the Governor and the Legislature to ultimately take up; it
isn'"t an issue in this bill.

SENATOR PASKVAN asked if he would agree that the DB plan would
cost the state less for the pension portion than the DC pl an.

MR. BARNHI LL replied that does appear to be the case.

SENATOR PASKVAN asked what percentage of the total PERS/ TRS
payrol|l the $19.853 mllion represents.
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VR. BARNHILL replied he didn't know, but it's a small
per cent age.

SENATOR PASKVAN asked if the total payroll is something just
under $3 billion

MR, BARNHILL replied the total is $2 billion plus, but he didn't
know if it was closer to $2 billion or $3 billion. He reiterated
that it's a small percentage.

SENATOR PASKVAN asked if small neans |ess than one-half of one
percent .

MR. BARNHILL replied he'd accept that if that's what Senator
Paskvan i s representing.

1:35: 07 PM

SENATOR THOVAS asked if the 9 percent increase in health cost is
a general increase, or if it's specific to this group. Hs
understanding is that it was a general increase in health costs
over the last 10-15 years.

MR  BARNHI LL replied it's the general increase that the
retirement system has experienced. It's not a 9 percent increase
every year, it's on an average basis.

SENATOR THOVAS asked if the thinking is based on the idea that
the DC plan will, in general, only be insuring younger people.

MR. BARNHI LL responded the rate of healthcare cost growth right
now is 9 percent, and the basic point the actuary is trying to
make is that healthcare is projected to be much nore expensive
in the future. It wll be nore expensive for people that are 30
years old now and retire in 40 years, than for people that are
50 years old now and retire in 10 years.

SENATOR THOVAS said he was having difficulty relating that to
the two different plans.

CHAI R W ELECHOWSKI added that he was having the same difficulty.

SENATOR PASKVAN asked if, in part, he is saying that the

adm nistration's opposition to this bill is that it would just
as soon not have new young enployees cone to the state because
medi cal costs for that young population will be higher in the
future.
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MR. BARNHI LL responded that is absolutely not correct; the basis
for the adm nistration's opposition to the bill is on the record
and it isn't based on this recent information. M. Slishinsky is
sinply highlighting the fact that healthcare is increasing and
projecting that it wll be nore expensive for this younger
popul ation in 30 years than it is for people that will retire in
the next 10 vyears. There 1is considerable basis for this
proj ection because of the experience the retirenment system has
had over the last 30 years.

1: 38: 49 PM
CHAIR WELECHOMSKI asked if the admnistration's fundanental
opposition to this bill is that it will cost nore.

VR. BARNHI LL r esponded t he adm nistration's f undanent al
opposition relates to the ability of the state to keep long-term
prom ses, given the current revenue stream and that throughput
in the Trans Al aska Pipeline System has been declining 5 percent
each year for the last 10 years. That promse needs to be
guar ant eed because the nature of defined benefit systens is that
unfunded liabilities can creep in at any tine for any nunber of

reasons. In the past 2 decades, the state has experienced
unfunded liabilities due to investnent |oss; a change in
assunptions such as people living longer or retiring at

different ages than expected; and negligence in how the system
is mnaged and advised. Right now, the general fund is
backst opping the DB system |last year it took $478 mllion and

this next year it will potentially take $610 million to keep the
system healthy. The adm nistration's concern is whether or not
revenue of the same magnitude will be available 40-60 years from

now. Nobody knows the answer to that question, he stated.

1:41:.22 PM

CHAIR W ELECHOWBKI observed that both actuaries seem to agree
that the pension portion of the bill would save the state noney.
He asked if the admnistration would support a bill that only
returns to a pension system

MR, BARNHI LL answered no, because that savings only |ooks at
normal costs. It doesn't consider the risk of additional past
service costs, which is how to pay off the unfunded liability.
Because the very nature of the DB system exposes the state and
future taxpayers to the risk of having to pay off those past
service costs, the Parnell Adm nistration opposes SB 121.

SENATE STA COW TTEE -19- Oct ober 13, 2011



CHAI R W ELECHOABKI asked if the admi nistration believes that the
actuaries could be wong with respect to the pension portion of
the bill saving the state noney.

MR. BARNHI LL suggested he ask the actuaries, but he predicts
that every actuary wll say that, by nature, a defined benefit
system can develop an unfunded liability at any tine for the
reasons previously identified.

CHAI R W ELECHOWSKI asked if that neans that the conmttee should
basically take the actuarial statenents with a grain of salt as
M. Lanb suggest ed.

MR. BARNHI LL responded that's a different issue.

1:43: 10 PM

SENATOR G ESSEL asked him to explain the Cctober 7, 2011 letter
to M. Puckett from M. Slishinsky regarding the revised fisca
note for SB 121.

MR. BARNHI LL explained that the nunbers the actuary sent to the
Division of Retirenent and Benefits were used to prepare the
fiscal note. The only difference in the nunbers is that the

fiscal note advanced the $124.412 million transfer cost to
FY2013, because those costs would conme due within 60 days after
the effective date of the bill. Assuming the bill passes, that

woul d be FY2013.

SENATOR PASKVAN asked how the fiscal note differentiates between
the costs for the mnedical conponent that would be incurred for
new young enployees in the DC system (like M. Danielson who
testified today) as opposed to the DB system

MR. BARNHILL pointed to the docunent "State of Al aska summary of
normal costs for new tier nenbers under SB 121" and expl ai ned
that it is subdivided into four categories: PERS others, PERS
peace officer/firefighter, PERS total, and teachers.

CHAI R W ELECHOWNSKI deferred discussion of the docunent wuntil
copi es had been distri buted.

1:46: 06 PM

SENATOR THOVAS asked if it would be possible to devise a formula
t hrough payroll that would keep the state from incurring |arge
debt over a period of vyears while ensuring that health and
wel fare costs that increase in the future are taken care of,
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even by the enployees if they are desirous of having the DB plan
wi th heal thcare in place.

MR. BARNHI LL responded he's a bit unclear as to the point of the
proposal, but he can say that wth enough noney, anything is
possi bl e.

SENATOR THOVAS clarified that what he is suggesting is that if
peopl e are desirous of having a DB plan in place, it would be
reasonable to explore the option that enpl oyees pay for nore and
the state incurs a |lesser percentage of the debt. He
acknowl edged this would be subject to negotiations by the
bar gai ni ng units.

MR. BARNHI LL said anything is possible if the suggestion is to
gross up the paychecks.

SENATOR THOVAS responded the suggestion isn't to gross up the
paychecks. It's that there is a solution if people were to take
on nore responsibility over a period of years.

MR. BARNHILL replied that's a valid point, and in the past
decade enployers across the country have expected enployees to
contribute nore to pay for their healthcare benefits.

1:49: 42 PM
CHAI R W ELECHOWMBKI called a brief recess.

2:02: 04 PM
CHAIR W ELECHOWNSKI reconvened the neeting and asked Senator
Paskvan to restate his earlier question.

SENATOR PASKVAN said the fiscal note shows $19.853 mllion for
FY2015, and he was trying to locate the $27.3 mllion in
heal t hcare costs and the $9.7 nmillion in pension costs.

MR.  SLI SHI NSKY expl ained that the spreadsheet shows the detail
and backup information for the anmobunts that were included in the
fiscal note. PERS police officers and firefighters and all other
PERS were separated and then the total is shown on the
spreadsheet. The same analysis was done for TRS. He said his
explanation will focus on the total for PERS and for TRS.

CHAIR W ELECHOWSKI asked him to explain how he arrived at
$19.853 mllion for FY2015.

SENATE STA COW TTEE -21- Oct ober 13, 2011



MR. SLISHI NSKY said that's the total amunt for PERS and TRS
The breakdown is $17.568 million for PERS and $2.285 nmillion for
TRS. Focusing on just the PERS anounts for FY2015, he expl ai ned
that the total enployer normal cost, which is the pension
amount, is $53.256 nillion and the enployer DCR contribution
total amount is $35.698 nillion. The difference is $17.568
mllion.

CHAIR WELECHOANSKI  observed that for FY2015, the enployer

pension normal cost is $11.735 million versus $21.419 mnillion
for the enployer DCR contribution pension anount. That
difference is $9.684 mllion.

MR. SLI SHI NSKY agr eed.

CHAIR WELECHOANSKI  further observed that for FY2015, the
heal thcare normal costs are $41.531 mllion versus $14.279
mllion for the enployer DCR contribution healthcare anmount.

MR. SLI SHI NSKY agr eed.

CHAI R W ELECHOWSKI asked if the PERS nedical benefits will be
different for the proposed Tier V than they are for current DCR
Tier IV

MR. SLISHI NSKY said yes. There is an increase in the benefit
under Tier V, whereby anyone can get the full cost of their
medi cal benefit at Medicare age.

CHAIR W ELECHOANSKI asked if there wouldn't be a cost savings
since SB 121 del ays the nedical benefit until age 65 at Medicare
eligibility rather than age 60.

MR.  SLI SHI NSKY responded there is a cost savings between PERS
Tier 11l and the proposed Tier V, but the current DCR nenbers
have a separate healthcare benefit. The Tier V healthcare
benefit proposed under SB 121 is |ess expensive than Tier 111,
but nore expensive than Tier IV.

CHAI R W ELECHOWSKI asked what accounts for the $27.252 mllion
difference in healthcare cost.

2:08: 52 PM
MR.  SLI SHI NSKY explained that there is a reduction in the cost
for healthcare from Tier I1Il to Tier V because the nedica

benefit is delayed fromage 60 until Medicare eligibility at age
65. Buck's calculations indicated that change would save
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approximately 19 percent. However, in Tier 1V the current DCR
menbers pick up a portion of the cost depending on their years
of service. They will pay 10 percent after 30 years of service
at Medicare eligibility. That cost grades up to 30 percent if
the nenber has less than 15 years of service. The Healthcare
Rei mbur senent Account is also used to help pay prem uns.

CHAIR W ELECHOWSKI asked M. Fornia to provide his opinion on
the fiscal note.

2:11:21 PM

W LLIAM B. FORNIA, President, Pension Trustee Advisors, said he
is working on behalf of the Al aska Public Pension Coalition. He
summari zed his credentials and work experience and noted that
for the last 20 years he has focused on the public sector. Oten
he is a second-opinion actuary and feels strongly that it is an
actuary's job to bring facts so that proper decisions can be
made.

MR. FORNI A said he received the spreadsheet showing the detail
and backup information for the fiscal note just last night, and
| ooks forward to reviewing it nore thoroughly. He expressed
optimsmthat he and M. Slishinsky could work together and cone
to an understanding so that the commttee can nake the best
deci si ons possi bl e.

He summarized the controversy surrounding Senate Bill 141 that
changed the state's retirement plan from defined benefit to
defined <contribution, and noted that it was particularly

controversial since the State of Al aska does not participate in
the Social Security System It is the largest enployer in the
country that offers neither a defined benefit retirement nor
Social Security to new hire enpl oyees.

MR. FORNI A confirmed that just as the testinony today indicated,
DC plans tend to be better at attracting young people, and DB
plans tend to be better at keeping people in md-career until
retirement age. He opined that Alaska certainly seens to be a
state that would want a DB plan, because it isn't in the state's
best interest to train people and then have them | eave for a job
in the Lower 48.

MR FORNIA said that as the ongoing review actuary for the
Al aska Retirenment Managenent Board (ARM Board) he saw that the
cost between PERS Tier IIl and Tier IV was about the sanme. Over
the years he was asked about switching back to a DB system and
in January the Alaska Public Pension Coalition hired him to
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figure out how to make a cost neutral bill. It seenmed that a
good way to do it would be to cut the healthcare feature of the
bill. Under SB 121, the only healthcare benefit nost people wll
receive is a supplement to Medicare. The state's actuary
indicated that would result in approxi mately 19 percent savings.

2:18: 52 PM

MR. FORNIA reiterated that he did not have anple tinme to review
the fiscal note and supporting nunbers, but they appear high
The spreadsheet shows that the FY2015 healthcare normal cost
rate per nenber is $4,940, which neans that every young person
should set that anmount aside every year from now unti
retirement, just to pay for what Medicare doesn't cover.

CHAI R W ELECHOWSKI asked M. Fornia to talk about what would be
covered for nost people at age 65 as a Medi care suppl enent.

MR FORNIA said that isn't his area of expertise, and he
couldn't say for sure what things would be supplenentary.
However, $4,940 seens like a lot of nobney to have to save year
after year or a lot of noney for the state to give to its
wor kers year after year

CHAI R W ELECHOWBKI asked if the big discrepancy centers on the
col um show ng the healthcare normal cost rate per nenber

MR. FORNI A said yes, and it is also reflected in the columm that
calculates the healthcare normal cost rate as a percentage of
pay. For FY2015 that is 10.12 percent of pay, whereas the FY2015
enpl oyer DCR contribution healthcare rate is 3.48 percent. The
difference is roughly 7 percent. According to these nunbers, the
bill is asking the equivalent of a 7 percent pay raise, and that
makes the bill seem cost prohibitive. Even though there m ght be
a percent or two savings on the pension, giving away 7 percent
on nedical creates a big gap.

MR. FORNIA said he wasn't in a position to nake recommendati ons

at this point, but ideally there will be a way to |look at the
di fferences, and get that 7 percent figure down to zero in order
to start at a point that's a little nore cost neutral. M.

Fornia said he thought that substantial cuts to the healthcare
pl an woul d achieve Senator Egan's goal to have a cost neutra
bill, but it now looks |like that m ght not be the case.

CHAI R W ELECHOABKI asked why there is such an increase between

the FY2015 PERS enployee headcount of 8,408 and the FY2019
headcount that is projected to be 17,012.
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MR. FORNI A expl ained that each year after FY2015 includes sone
DCR enpl oyees. The nunber wll <continue to increase until
eventually the entire population is in that group.

SENATOR PASKVAN observed that the TRS healthcare normal cost
rate per menber is $5,930, and asked why it's higher than the
rate for PERS.

MR. FORNIA replied the benefit structure is slightly different,
but for any additional explanation he would defer to M.
Sl i shi nsky.

2:25:18 PM
SENATOR PASKVAN asked how Al aska conpares to other states wth
regard to the nedical benefits it provides to PERS/ TRS
enpl oyees.

MR. FORNIA replied he didn't have that data, but it's inportant
to know that Alaska is one of a very few states that has nade a
substantial effort to fund its retiree healthcare plans. The
vast majority of pension funds around the country do not cover
heal thcare; coverage is provided by a different departnent
through a different vehicle with virtually no advance fundi ng.

SENATOR PASKVAN asked if he's saying that other states are only
booking the cost of their retiree healthcare for the year, not
t he present val ue.

MR FORNIA clarified that all the states are booking about the
same anount, but the only cash that nost states are putting in
is the cash of paying the retiree healthcare benefits for those
retirees as they get sick. Alaska, by comparison, is putting in
[on average 2.86 percent of pay for PERS DB enployees and on
average 3.48 percent for DCR enployees]. Oher states are
waiting until the enployees retire and then paying in cash.

REPRESENTATI VE GRUENBERG asked if when he nmentioned swtching
back, if he was referring to swtching fromthe DC plan to a DB
pl an.

MR. FORNI A answered yes, and M. Slishinsky is an expert on that
issue. He described two states that put in DC plans and
subsequently switched back to variations of DB plans, once it
becane clear that people weren't accumulating enough noney to
retire.
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REPRESENTATI VE GRUENBERG asked for an exanple of how different
assunptions for the sanme problem can create wide differences in
a cal cul ati on.

MR. FORNI A responded the classic exanple is the discount rate.
Sone funds are using an 8.25 percent assunption while other
funds are wusing 7.25 percent, and sone econonists are saying
that the assunption should be 4 - 5 percent. Changing those
nunbers can quickly nove billions of dollars from one side to
the other. It's easy to see that if the assunption is for a
hi gher rate of return, not as nuch has to be put in, and vice
versa. Pension systenms that use nunbers that are on one extrene
or the other can have a large inpact, all other things being
equal. This is particularly true when there is a liability.
Pushing that nunmber up or down by 5 - 10 percent on a fixed
nunber of assets can nmeke an amazing difference. He reiterated
that is why it is so inportant that decision-makers get nunbers
they trust.

2:32: 06 PM
CHAI R W ELECHOWSKI asked M. Slishinsky to discuss how Buck
arrived at the $4,940 heal thcare normal cost rate per nenber.

MR.  SLISHI NSKY said he wanted to first <clarify that the
calculation is such that the nunber for healthcare is a |evel

dollar amunt. Over the course of soneone's career, it's the
paynent each year to accumulate an anpunt to pay for the
heal thcare benefit in retirenent. It's different than the

pensi on benefit, which is calculated as a percentage of pay, and
increases over time as pay increases. The healthcare cost for
this group initially is a little higher because of the |evel
dol | ar net hodol ogy.

CHAI R W ELECHOASKI asked what it costs to purchase an equi val ent
suppl emrent to Medi care.

MR. SLI SHI NSKY responded he didn't know.

CHAIR WELECHOANSKI asked if the nunbers essentially indicate
that a person would have to contribute $4,940 [every year] over
an average lifespan to accunulate enough to buy supplenental
Medi car e i nsurance.

MR. SLI SHI NSKY replied that would be the cost from age 65 to the
end of the person's life.

2:35: 20 PM
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MR. FORNIA said the average age of the DCR group is 34 and on
average they won't retire for 31 years, so the nunber that's
used today will be sonme multiple of that.

MR.  SLISHI NSKY reiterated that the effect of conpounding
healthcare costs is significant, and the current cost
projections are for people that won't be receiving the benefit
for another 30 years. In that tine period the cost of healthcare
is expected to escalate, and it continues in retirenent.

CHAI R W ELECHOWSKI asked if the expected rate of increase is 9
percent per year.

MR.  SLI SHI NSKY responded Buck's assunptions are about 7 percent

for nmedical and little nore for prescription drugs. The
heal thcare cost trend nodel indicates a gradual decrease over
time, but the healthcare cost trend rates are still nore than

doubl e normal inflation.

CHAI R W ELECHONSKI asked what the expected rate of return is for
t he nedi cal asset.

MR. SLISHI NSKY replied the expectation is 8 percent per year,
the sane as the pension asset.

CHAI R W ELECHOWSKI asked for additional explanation, because it
seens that an 8 percent return would cover nedical costs that
are projected to go up 7 percent per year

MR.  SLI SHI NSKY responded the return is only 1 percent, so a
person would have to accunulate a lot nore for there to be
enough noney to pay the healthcare benefit during retirenent.

2:38:37 PM
MR FORNIA again suggested the actuaries figure this out
t oget her.

MR.  SLI SHI NSKY pointed out that if the healthcare cost trend
rate is 6 percent per year, then it wll be 5.7 tinmes nore in 30
years because of conpounding. And the cost wll continue to
escal ate during retirenent.

CHAIR WELECHOWSKI asked if it's realistic to think that
heal t hcare insurance that costs $15, 000 per enployee today m ght
cost $75,000 per enployee in 30 years.
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MR. FORNIA suggested the commttee would probably be better
served if the actuaries first signed off on the nunbers, perhaps
with input fromthe third actuary.

SENATOR PASKVAN expressed a desire to walk away today wth
everyone in agreenent, on an actuarial basis, that if the state
were to convert to a DB retirement system that it could save
noney as conpared to the current DCR system

MR. FORNI A responded his position is that there is just as much
chance of having a surplus by converting to a DB system as
having a new unfunded liability.

MR.  SLISHI NSKY declined to give an answer wthout further
anal ysi s.

CHAIR W ELECHOWSKI asked M. Slishinsky how nmuch confidence he
had in his nunbers.

MR.  SLI SHI NSKY expressed great confident in the nunbers he
provi ded.

CHAIR W ELECHOWBKI asked if his nunbers indicate that it wll
save the state noney to switch to a new DB system as proposed
in SB 121, conpared to the current [DCR] system

MR. SLISHI NSKY replied it will save the state nobney for pension
only, not healthcare.

2:43: 07 PM

MR. BARNHI LL opined that the commttee's goal is to get the
actuaries to agree on a design where normal costs are equal to
or less than the existing DC tiers. He cautioned that it
woul dn't change the adm nistration's position on the bill, but
he woul d encourage the actuaries to work together on a set of
assunptions and a design to attain that goal

REPRESENTATI VE = GUTTENBERG  asked what woul d change t he
adm ni stration's position.

MR. BARNHILL replied the only thing at this point is a crystal

ball that would give the admnistration confidence in the
actuarial projections going forward. Those don't exist. The
nature of the DB systemis that there wll always be a risk of

unfunded liabilities creeping into the system
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MR. BARNHI LL assured the conmittee that the admnistration had
no objection to M. Fornia working with the state's actuary. He
is free to call and trade thoughts with M. Slishinsky and try
to identify any differences between actuarial views. They can
bring that to the conmttee and provi de an expl anati on.

MR.  SLISHI NSKY said he and M. Fornia are wlling to work
together and develop a bill that neets Senator Egan's objective
of being cost neutral.

CHAI R W ELECHONSKI thanked the participants and opined that it
will be a big step forward if the actuaries can agree on the
nunbers to a high degree of certainty. [SB 121 was held in
committee.]

2:46: 23 PM

There being no further business to conme before the commttee,
Chair Wel echowski adjourned the Senate State Affairs Standing
Conmittee nmeeting at 2:46 pm
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