


EFIB’HesoTutlon No HOUSE BILL NO. 215

le  An Art Relatin Funding of th | Retiremen
petqﬁestedbt elating to Funding of the Judicial Retire etS)Ste

I FISe%éAL [%ElédL Admlnlstratlon D|V|S|on of R (etlremept and Benefits
ate orysubeote Retirement and Bene

o%r
r s) Affected dic jal Retirement Syc<em
PNote (P ore'than ori %% aqu 2om one tisa ecteo, separate?mc ﬂemgt junts and funding for each
component In the analysis Section.
(Thousands of Dollars)

FY79  FY80  FYS8L  FY82 FY83  FY®84
%/% AL SERVICES

PER
aNcT
e

L e
100 BENEFITS 19205 2,Ulb.b 2,11/.3 2,223.2 f2334.4

FUNDING  (Tliousands of Dollars)
EE@EEHNBS 19205 12,0165 21173 22232 23344
ER Specifv Fund Source)

OTL)
—Armrm
o=

SR T R Pl

POSITIONS  NONE appropriate year.

Il ANALYSIS (Sec Fiscal Note Preparation Instructions, Section 111)

1. 'S assumed tpeﬁstge F{éldl Iearle tetlrement System il be funded aslmllarrhe

inn er }o the 8 employer ’makes *-¢ uarconérl utlo
eye contrib UIIJOH IS e esse s e{ercen ? coyere r(o\‘l
%c lve members B(g contriou ea ndic at % he eermlned

ave b
X]orutlze past bene Its thaft aveqnoi beeﬁu lﬂﬁ ed to d?v{ 113h )élaﬁ e and 1o

2. Judicial Retirement System (AS 22.2C) - 96.0245% of covered payroll.
3. Estimated payroll for FY 80 is $2,000,000.
4, Assume salaries are increased at S% per year.

V. DATE  ZISTS____RERARED BY - Bahln oK RribhE W sene s

Original. Leglslatlve Finance PHONE 465-4460 ~

CC.
Brm? Sponsor ( rEgrst ieglslator Named)
Office of Che Governor (Keith Speckir3)

33-001 (Rev. 12/78)



February 13, 1979

The Honorable Terry Gardiner
Speaker of the House

Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. Speaker:

Under the authority of art. 111, sec 18 of the Alaska Con—
stitution, I am transmitting a bill relating to the
funding of the judicial retirement system.

At present, state contribution to this retirement systenm
is funded by an annual appropriacion to meet the costs of
the program. This measure would amend the source of
funding by requiring that employer (State of Alaska)
contributions be made 1in accordance with a rate based
upon actuarial valuation in the same manner as the Public
Employees® Retirement System and the Teachers®™ Retirement
Systenm. The director of the Division of Retirement and
Benefits, as administrator of the program, under the
commissioner of administration, will designate the
actuarial methods and assumptions which produce the
actuarial rate. The employer contribution would be
expressed as a percentage figure which may be altered as
reguired.

The bill clarifies the commissioner of administration™
responsibilities, but does not reduce or increase
employer liability.

Sincerely,

Jay S. Hammond
Governor
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§22.25.040 Alaska Statutes 8§ 22.25.045

(b) To be eligible for the survivors' benefits, the surviving spouse
must have been married to the Lustlce or judge for at least two years
immediately preceding the death of the justice or judge. The benefits
continue until the remarriage or death of the surviving spouse.

(c) If there is no surviving spouse, or if the survwm%spouse does not
meet the requirements of (b) of this section, or upon the remarrla?e or
death of the surviving spouse, the surviving dependent child or children
of the justice orjudge are entitled to receive in equal shares 50 per cent
of the amount of the survivors’ benefits specified under (a) of this
section.

(d) The surviving child or children are entitled to the survivors’
benefits under (c) of this section during the period of their dependency.
D.eﬁendency exists with respect to any child of a justice orjudge who is
either (Q a minor under the laws of Alaska, (2) under the age of 23 and
is a student attending on a full-time basis an accredited educational or
technical institution recognized by the state Department of Education,
or (3) so mentally or physically incapacitated as to be unable to provide
for self care. . N -

(e) If there are both an eligible survwmg spouse and surviving
dependent children, but who reside in separate households, the surviving
spouse and dependent children will share equally in the benefits payable
under (a) of this section. (§ 1ch 102 SLA 1963; am § 12 ch 83 SLA 1967;
am § 2ch 160 SLA 1972)

Effect of amendment. Legislative committee report. — For
The 1972 amendment rewrote this report on ch. 83, SLA 1967 (HB I-11), see
section. 1967 House Journal, pp. 339-340.

Sec. 22.25.040. Refund of contributions.
Repealed by § 16 ch 83 SLA 1967,

Editor's note. — The repealed section
derived from § 1, ch. 102, SLA 1963.

Legislative committee report. — For
report on eh 83, SLA 1967 (HB 141), see
1967 House Journal, pp. 339-340.

Sec. 22.25.0-35. Appropriations. An estimated amount sufficient to
pay all benefits antlcg)a}ted to be paid under this chapter in each fiscal
year shall be included in the annual aPproprlatlon for the state court
system. If the actual authorized benefits necessary to be paid in anY
fiscal year exceed the sum appropriated, the Dbenefits due shall
nevertheless he paid from general funds' of the state not otherwise
appropriated, (8 13 ch. 83 SLA 1967)

Legislative committee report. — For
report on ch. 83, SLA 19G7 (HB 141), see
1967 House Journal, pp. 339-340.
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NOVEMBER 1978

LEGISLATIVE BOARD PRIORITY

The Legislative Board of Retirement Benefits, at their November meeting in Juneau,
passed a motion stating they would examine the Alaska Judicial Retirement System. The
study to determine 1if benefits are excessive is already underway.lIln addition, the
Board unanimously recommended that the legislature place the system on a funded basis.

As a result of information provided last year which said that the avera®ge TRS employer
contributes approximately 14% of each employee"s gross pay in order to fund benefits for
all past and future service, the Legislative Board learned that in order to guarantee
the Judicial Retirement .System sufficient funds to cover all past and futu e
liabilities, the State must immediately begin setting aside over 100% of the pay of r wh
employee covered under the Judicial Retirement System.

At present, the Alaska Judicial Retirement System 1is an unfunded retirement system.
This differs from the Alaska Public Employees®™ and Teachers®™ Retirement Systems which
are funded. The difference between the two is a matter of preparation: a funded system
can determine future costs and plan for tomorrow, but an unfunded system can"t; a funded
system sets aside money in readiness for any future eventuality, but an unfunded one
doesn”t.

Under the statutes governing the PERS and TRS, each employee contributes according to a
fixed percentage, and each employer contributes according to a floating rate. The rate
depends on many complicated factors, but the figure arrived at each year ensures that
there will always be enough money on hand to pay the benefits which employees will have

earned when they retire. The actuary for the PERSand TRS is able to state with
considerable accuracy the contribution rates necessary every year in the future in order
to fund lifetime benefits for all members in each system. Each of you can feel

confident that sufficient funds will have been set aside to pay your benefits when you
retire.

In contrast, the Judicial Retirement System only receives enough money to pay benefits
due in the current year. For Fiscal Year 79, approximately $370,000 was appropriated to
pay retirement benefits. However, a current study indicates that in order to place the
system on a funded basis, more than $1,800,000 should be appropriated annually for

benefits that will come due in the future. And as salaries and employees continue to
increase, the annual budget request of $1,800,000 will have to increase proportionately.
The pay-as-you-go appropriation of $370,000 means that an enormous payment will
eventually be due at some time in the future.

pace 1 Of 6
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February 13, 1977

The Honorable Terry Gardiner
Speaker of the House

Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. Speaker:

Under the authority of art. 111, sec 18 of the Alaska Con—
stitution, I am transmitting a bill vrelating to the
funding of the judicial retirement system.

At present, state contribution to this retirement systenm
is funded by an annual appropriation to meet the costs of
the program. This measure would amend the source of
funding by requiring that employer (State of Alaska)
contributions be made 1in accordance with a rate based
upon actuarial valuation in the same manner as the Public
Employees®™ Retirement System and the Teachers®™ Retirement
System. The director of the Division of Retirement and
Benefits, as administrator of the program, under the
commissioner of administration, will designate the
actuarial methods and assumptions which produce the
actuarial rate. The employer contribution would be
expressed as a percentage figure which may be altered as
required.

The bill clarifies the commissioner of administration®s
responsibilities, but does not reduce or increase
employer liability.

Sincerely,

Jay s. Hammond
Governor
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NUMBER 2 NOVEMBER 1978

LEGISLATIVE BOARD PRIORITY

The Legislative Board of Retire,ent Benefits, at their November meeting 1inJuneau,
passed a motion stating they would examine the Alaska Judicial Retirement System. The
study to determine if benefits are excessive 1is already underway. In addition, the

Board unanimously recommended that the legislature place the system on a funded basis.

As a result of information provided last year which said that theaverage TRS employer
contributes approximately 14% of each employee®s gross pay in orderto fund benefits for
all past and future service, thelegislative Board learned that inorder to guarantee
the Judicial Retirement Systemsufficient funds to cover all. past and future
liabilities, the State must immediately begin setting aside over 100% of the pay of each
employee covered under the Judicial Retirement System.

At present, the Alaska Judicial Retirement System is an unfunded retirement system.
This differs from the Alaska Public Employees®™ and Teachers®™ Retirement Systems which
are funded. The difference between the two is a matter of preparation: a funded system
can determine future costs and plan for tomorrow, but an unfunded system can"t; a funded
system sets aside money in readiness for any future eventuality, but an unfunded one
doesn"t.

Under the statutes governing the PERS and TRS, each employee contributes according to a
fixed percentage, and each employer contributes according to a floating rate. The rate
depends on many complicated factors, but the figure arrived at each year ensures that
there will always be enough money on hand to pay Lhe benefits which employees will have
earned when they retire. The actuary for the PERS and TRS is able to state with
considerable accuracy the contribution rates necessary every year in the future in order
to fund lifetime benefits for all members 1in each system. Each of you can feel
confident that sufficient funds will have been set aside to pay your benefits when you
retire.

In contrast, the Judicial Retirement System only receives enough money to pay benefits
due in the current year. For Fiscal Year 79, approximately $370,000 was appropriated to
pay retirement benefits. However, a currenL study indicates that in order to place the
system on a funded basis, more than $1,800,000 should be appropriated annually for
benefits that will come due in the future. And as salaries and employees continue to
increase, Lhe annual budget request of $1,800,000 will have to increase proportionately.
The pay-as-you-go appropriation of $370,000 means that an enormous payment will
eventually be due at some time in the future.

PAGE 1 of 6

TEACHERS' RETIREMENT SYST EM POUCH CR JUNEAU, ALASKA 99811



CORRECTION ON ARREARAGE INDEBTEDNESS

In the first TRS Newsbreak dated August 1978, we gave you information about a new method

of computing arrearage indebtedness. Unfortunately, the information we gave you was
wrong on one point: the new method applies only to outside service being claimed, not
military service as we stated. Because an already confusing situation was worsened by

our error, we wish to take this opportunity to restate the whole matter and hopefully
untangle the mess.

For all members first entering the Alaska Teachers®™ Retirement System prior to July 1,
1978, who have either Alaska BIA, military or outside service, the method for computing
the arrearage indebtedness is as follows: 7% (5% for those entering before July 1,
1970) of the member * annual salary at the time of entry into the system is multiplied
by the total number of years of service being claimed, and then interest on this amount
is compounded from the date of entry into the system.

The very same formula is also used for all members first entering Lhe system on or after
7-1-78, who have Alaska BIA or military service. However, members first entering the
system on or after 7-1-78, who wish to claim outside service will have an arrearage
indebtedness figured according to a different melLhod: i.e., the member"s debt will be
the full actuarial costofproviding benefits for the service being claimed plus
interest compounded from the date the actuarial costis established. This means that
the member should receive an amount in benefits approximately equal to the amount of
indebtedness lie/she has paid off. In actuality, however, the benefits received should

be somewhat greater than the debt paid because of the return on investments made by the
system.

In summary, you will note that the new method has no effect on military service.

Members who first join the system on or after July 1, 1978, may not claim more than 5
years Alaska BIA service. As stated above, their indebtedness will be calculated using
the original formula: 1i.e., 7% of the member®s annual salary at the time of entry into
the system multiplied bythe total number of eligible years of Alaska BIA service plus
interest compounded from the date of entry into TRS. However, 1if Lhe member lias or will

have a vested U.S. military or federal retirement benefit, then the indebtedness will be
the full actuarial cost.

Finally, all members may now claim a partial year of Alaska BIA service.
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TRS BOARD MEETING

The Teachers®™ Retirement Board conducted its semiannual fall meeting the week of October
23 in Nome. The meeting, held in the Governor®s Conference Room on the 2nd floor of the
State Office Building, was attended by Paul Arnoldt, Director of the Division of
Retirement and Benefits; Carl Petersen, Field Representative for the Division of
Retirement; Robert Richardson, the actuary for the Teachers®™ Retirement System; Board
chairman Jerry Norum; and Board members Merritt. Olson, Steve Kinney, Jane Gustafson and
Harry Purdy. Recent appointees Mrs. Gustafson and Mr. Purdy had little difficulty in
making the transition from newcomers to efficient, functioning Board members.

The Board scheduled its meeting in Nome as part of a continuing effort to make itself
more accessible to people from all areas of the state. Continually impressed by the
warm reception they received, Board meiTbers appreciated the opportunity to visit Nome
and become acquainted with some of its residents.

The Board"s agenda included contemplating future alternatives for the system as well as
reevaluating current priorities in [light of probable [legislative proposals in the
forthcoming session. In other business, the Board reduced Lhe amortization period for
funding past service liability from 40 to 30 years, and it disapproved a member"s
requesL for disability payments.

Robert Richardson presented a detailed financial analysis of the Teachers™ Retirement
System. The analysis covered Lhe present condition of tiie fund, the status of
investments made by the system, and projections for the future.

Paul Arnoldt advised the Board that the Commissioner of Administration had promulgated
various regulations designed to improve daily operation of the retirement system. Paul
also gave the Board a briefing on a conference he attended last August. At that
conference, he was appointed Vice President of the National Association of State
Retirement Administrators for the Western Rpgion of the United States. The appointment,
in addition to being a distinct honor for the Director, also ensures that Alaska will
stay abreast of current national thinking about retirement programs.

Before concluding all business in preparation for adjournment, Lhe Board considered

possible methods of increasing public attendance at the meetings. One alternative
suggested was to reschedule Meeting times so as not to conflict with usual, daytime work
hours. This alternative was discussed but not resolved. With a feeling of definite

accomplishment, the Board adjourned and established March 13 as the date for the spring
meeting in Juneau.

PAGE 3 of 6



WHAT'S HAPPENING WITH THE RETIREMENT FUNDS

As you probably know, your retirement fund 1is made up of employee contributions,
employer contributions, and all investment earnings on that capital What you may not
know is how the money is being invested.

The Commissioner ofRevenue 1is the treasurer of the retirement assets. When the fund
has a surplus over and above what mayreasonably be needed to pay benefits, the
Commissioner has the responsibility to invest that surplus.

The graph below gives an idea how the assets are broken down and how they"ve increased
over the last 5 years. As you can see, more than half of the total funr is invested in
fixed income items such as Certificates of Deposit and U.S. Government Notes and Bonds.
Most of the rest of the assets consist of conventional and residential mortgages in
Alaska. In these cases, the fund 1is a sourceof money to banks and other lending
institutions who in turn loan to individuals and businesses in the state.

The net investment income for your fund during Fiscal Year 1978 was more than
$16,000,000. Needless to say, investment earnings are an important source of revenue to
the fund and yet another indication of the overall strength of the system.
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MEET YOUR NEW BOARD MEMBERS

Jane Gustafson, Juneau, and Harry Purdy, Dillingham, were recently appointed by Governor
Hammond to the Alaska Teachers®™ Retirement Board. Mrs. Gustafson and Mr. Purdy, who
both attended the TRS Board meeting in Nome, will serve 3 year terms to expire in June,
1981. When added to the current members from Anchorage, Fairbanks, and Ketchikan, the
two new appointees give the Board a balanced statewide representation.

Mrs. Gustafson, retired since 1975, was born and raised 1in Denver, Colorado. After
graduation from high school, she enrolled at the University of Denver and received her
BA degree with a double major in education and religion. Subsequent to this, she
completed a Master®s degree in Special Education at Columbia University. Mrs.
Gustafson®"s varied teaching career has included work with senior high school students in
Colorado as well as involvement with a preschool class for retarded children in Juneau.
She received a Teacher Foundation Award while 1in Denver, and she was named Juneau
Teacher of the Year in 1968. Like so many others, she and her husband lived in Alaska
on a trial basis before deciding to make it their home.

Prior to coming to Alaska, Harry Purdy spent eleven years as a school speech therapist
in Michigan. For the last three years, he has been Assistant Superintendent in
Dillingham, and his responsibilities include preparing the budget arid investing various
school funds.

In addition to his work as a speech therapist, Mr. Purdy lias 12 years of experience as a
chief negotiator for teachers and school boards. He feels that his ability to deal with
opposing factions in pressure situations will he a valuable asset as a Board member.

THE STRANGE CASE OF THE UNIDENTIFIED MEMBER

No, the above 1is not the title of some Agatha Christie mystery you might find on the
paperback book shelf, but IL is a whodunnit in which you have Lhe potential to be the
victim or the hero. If you fail to include your Social Security number and the code
letters TRS on your correspondence to us, you may be the "unidentified member."

One of the things that takes up time and keeps us from serving you better is having to
track down Social Security numbers. Our oi lice handles the retirement programs for all
Teachers, Public Employees, Judges, Justices, Magistrates and National Guard Personnel,
as well as Health |Insurance and Life |Insurance for employees and retirees, Death and
Disability benefits, Lhe Deferred Compensation program, and Lhe contract for Social
Security contributions for state and local governments. All told, we deal with several
hundred employers and many thousands of employees and retirees.

Admittedly, playing amateur detective 1is fun if you have unlimited Lime and no pressing
commitments, but because of our limited resources, we don"t have a lot of extra lime to
spend checking through alphabetical cross-reference lists, squinting at signatures, and
trying to figure out who you are.

So remember, please include the Iletters TRS and your Social Security number on all

correspondence. In that way, it will be much easier for us to track you down, and you
will be helping us to serve you bettor.
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TRS newsbreak

is published by the State of Alaska, Department
of Administration, Division of Retirement and Benefits,
Pouch CR, Juneau, Alaska 99811.

Paul B. Arnoldt
Director

TRS Retirement Board

Jerome W. Norum Merritt C. Olson Steve Kinney
(Chairman) Jane Gustafson Harry Purdy
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