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FISCAL NOTE

STATE OF ALASKA BILLNO. SB 111
193 LEGISLATIVE SESSION
Revision Date: De t Affected: ~ Administration
Title:  An Actestantishing the defi INg ned contrinution pfan for._BRU: ~Retirement and Benefits
pubhc employees: requiring the preparation of certain actuanalComponent Retirement and Benefits
Valuations e
Sponsor: Senate Finance Committee
Requestor; COMPONENT SERIAL NO. o4
Ex(gendltures/Revenues (Thousands of Dollars)
ING FY % FY95 FY9 FY97 FY 98 FY %9
PERSONAL SERVICES 10916 1091.6 10916 10916 10916 10916
120 6.0 6.0 60 6.0 6.0
CONTRACTUAL 10813 1798 10005 13176 13942 156L.7
SUPPLIES 12 6.0 6.0 6.0 6.0 6.0
EOUIPMENT 2974 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEQUS 0 0 0 0 0 0
TOTAL OPERATING 2439.2 18834 2104.1 2481.2 24978 2665.3
CAPITAL 0 0 0 0 0 0
REVENUE FUND SOURCE: 0 0 0 0 0 0
FUNDING:
1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
10WGF 24392 18834 21001 24812 24978 0
1005 GF/Pro%ram Receipts 0 0 0 0 0 0
1006CF/MHTIA 0 0 0 0 0 0
Other 0 0 0 0 0 26653
TOTAL 2439.2 1883.4 2104.1 2481.2 24978 2665.3
POSITIONS
FULL-TIME 24 24 24 24 24 24
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of currentyear (FY93) impact; $ 2610

ANALYSIS: (attach a separate page if necessary.) _ Detailed analysis for administrative costs above is found on
pages 2-4 attached. An analysis of projected PERS and TRS systemwide costs is found on pages 5.

Prepared By: . Robert F. Stalnaker /< Phone: 465-4470
Division: Retirement and Benefits  / / Date: ~March 70.1993
Approved by Commissioner. ~ NancyBearUseta /v /7/( — Date;

Agency: Department orAdministration

PREPARERT O PROVIDE ALL DISTRIBUTION COPTES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
Rev 11/92 Page L1of 6



Senate Bill 111
Fisca; Note Analysis _
Prepared by Division of Retirement and Benefits
Department of Administration
March 30, 1993

Analysis:  This bill proposes a new retirement S)Fstem for public employees and teachers. The
existing Public Employees' (PERS) and Teachers' (TRS) Retirement Systems would be closed to
new entrants. All state employees, and all public employees and teachers of participating
employers, first hired on or after July 1, 1993 would partmwate in the new retirement system: the
Defined Contribution Retirement Plan (DCRP). The DCRP establishes defined contributions to
be paid by both the employer and the employee.

This fiscal note represents the adminstrative costs associated with establishing a new retirement
plan and is based on the following assumptions:

*The current PERS Board will oversee the DCRP _ _

*The administration of the DCRP will be in the Division of Retirement & Benefits

*The proposed level of staffing is needed to administer the DCRP .

*The current level of PERS and TRS staffing will continue in the short run and is
estimated to begin decreasing after approximately six years

*The administration of the DCRP is subject to the Alaska procurement code and
“personnel rules _ _ o _

* Participant directed recordkeeping will be maintained bY a contracting recordkeeper

*There will be an in-house data processing system to collect contributions, transmit
contributions to recordkeepers and audit accounts

*Current emBoner_s in the PERS and TRS will also participate in the DCRP

*DCRP membership will grow based on the turnover rates of the PERS and TRS and
assuming a 3% per year population growth rate for PERS and a 1% rate for TRS

*The effective date of commencement is July 1, 1993 _ _

* Approximately 20% of the current PERS and TRS members will transfer their
contributions to the DCRP within the first year

*The employer rate will be 9.65%

*The employee rate will be 6.75% _ _ _

*The current PERS and TRS system assumptions will continue over the next 25 years

* A start up time of at least five years will be required. Contributions in the first few years
will be insufficient to cover the adminstrative charqes. During start up the state
would Bay the administrative costs from the general fund. Thereafter, the DCRP
would be self sufficient and able to pay its own operating expenses.

Page 2 of 6



Senate Bill 111
Fiscal Note Analysis _
Prepared by Division of Retirement and Benefits
Department of Administration
March 30, 1993

The total estimated administrative cost to the division by fiscal year is as follows:

FY 94 FY 95
PERSONAL SERVICES
1 Retirement & Benefits Manager 66.7
3 Retirement Specialist El 1755
2 Retirement Specialist I/E 102.6
2 Retirement Technician I/E 84.0
1 Accountant IV 66.7
1 Accountant El 58.5
1 Accounting Technician Il 51.3
2 Accounting Technician II 45.3
2 Accounting Clerks El 715.6
1 Accounting Clerk E 34.6
1 Clerk IV 37.8
2 Clerks EE _ 67.2
1 Micrographics Equipment Operator 42.0
1 Programmer/Analyst V 714
1 Programmer/Analyst EI/IV 63.6
1 Programmer/Analyst I/E 43.8
Total Personal Services COSt..........cnnee. $1091.6 1091.6
TRAVEL
Traveling to various locations throughout
the state to counsel members 6.0 6.0
Additional Board travel to establish DCRP 6.0 0.0
Total Travel COoStS......oonrveimmrvinrerieiiee, 12.0 6.0
CONTRACTUAL
Computer system design _ 500.0 0
Actuarial consulting, independent audit,
recordkeeping, and investment management 4774 726.2
Computer services 28.8 28.8
Printing, postage 150 150
Telephone service for 24 permanent phones 4.8 48
Long distance call expense SO SO
Total Contractual COSES.......cooeeiiiiiiiiiiiii e 1031.3 779.8

Page 3 0f6



~Senate Bill 111
Fiscal Note Analysis _
Prepared by Division of Retirement and Benefits
Department of Administration
March 30, 1993

FY 94 FY 95
SUPPLIES _
Office supplies 1.2 6.0
EQUIPMENT _
24 Work stations 720
30 Chairs 12.0
24 Personal computers 1320
Other office equipment (calculators, etc.) 12.0
24 Phones (1100/instrument) 26.4
Imagln% e%upment _ 250
1 Computer Output Printer 18.0
Total Equipment Cost 2974 0.0
TOTAL Cost $2439.2 $1883.4

Page 4 of 6



_ Senate Bill 111
Retirement System Financial Impact
Prepared by Division of Retirement & Benefits
Department of Administration
March 30, 1993

Establishing a new retirement system will have an impact on the future employer contribution
rates of the PERS and TRS.  The affect of closing the PERS and TRS to new entrants will be an
increase in the emﬁloyer contribution rates over the long term as the PERS and TRS covered
salaries decline. The overall contributions will, of course, decrease as the amount of

contributions to the DCRP increase.

The chart on the next page shows, in one column, the anticpated. amount of employer
contributions to the PERS and TRS over the next 25 years assuming no changes to the retirement
systems; and, in the second column, the amount of anticipated emgloyer contributions to the
DCRP and to the PERS and TRS under SB 111 with the PERS and TRS systems closed to new
entrants. The tlard column shows the net difference in the estimated amount of employer
contributions on a systemwide basis with the passage of SB 111.

The initial affect to the new s%stem will be to increase combined net employer contributions for
the first 14 years; thereafter, the combined contributions will decline and the savings should grow

yearly.

The graph at the bottom of page 6 displays the affect of SB 111 when compared to the current
actuarial projections of contributions to the PERS and TRS with no changes to those systems.

The figures were produced by the PERS and TRS actuary assuming growth rates of the DCRP
equal to those of the PERS (3%) and TRS (1%).

Page 5 of 6



_ Senate Bill 111
Retirement System Financial Impact
Prepared by Division of Retirement & Benefits
Department of Administration
March 30, 1993

PR
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Page 6 of 6

Calendar NO SB 111 passage SB 111 Difference Between
Year Projected PERS & TRS DB&DC Employer cost with
Future Employer cost SB 111 and without
in (000's) in (000's) in (000's)___
1993 $106,323 $113,792 $7,469
1994 $223,1 17 $240,056 $16,939
1995 $233,461 $251,735 $13,274
1996 $244,149 $267,755 $23,606
1997 $255,880 $286,148 $30,268
1998 $271,857 $304,880 $33,023
1999 $289,554 $322,701 $33,147
2000 $309,765 $337,253 $27,488
2001 $329,559 $352,211 $22,652
2002 $348,212 $367,794 $19,582
2003 $374,817 $391,647 $16,830
2004 $400,591 $416,768 $16,177
2005 $433,476 $435,161 $1,685
2006 $465,500 $454,659 ($10,841)
2007 $495,637 $474,425 ($21,212)
2008 $536,973 $507,017 ($29,956)
2009 $578,576 $542,645 ($35,931)
2010 $638,094 $572,839 ($65,255)
2011 $692,767 $601,832 ($90,935)
2012 $743,883 $630,177 ($113,706)
2013 $771,447 $677,573 ($93,874)
2014 $832,686 $725,735 ($106,951)
2015 $924,351 $771,541 ($152,810)
2016 $1,005,367 $815,711 ($189,656)
2017 $1,093,134 $855,448 ($237,686)
1200000
1000000
P0O0000 NO SB 111
600000 passage
400000
200000



FISCAL NOTE _
STATE OF ALASKA BILL NO.CS SB 111 (fin)
1993 LEGISLATIVE SESSION
Revision Date: o o o Dept Affected:. ~ Administration
Title:  An AcTestanfishing the defined contriution pfan for - BRU: Retirement and Benefits

pulbllct employees: requiring the preparation of certain actuarialComponent:  Retirement and Benefits
VAIUBLIONS oo

Sponsor; Senate Finance Committee
Requestor COMPONENT SERIALNO. 64
E)S)enditures/Revenues: (Thousands of Dollars)

PERATING FY % FY% FY% FY97 FY98 FY 99
PERSONAL SERVICES 34%;5 8111 8111 8111 8111 8111
TRAVEL 120 60 60 |§ 6. 6.0
CONTRACTUAL 5804 231 5979 844 10673 12753
SUPPLIES 12 60 60 60 6.0 6.0
EQUITMENT 2312 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MTSmIANFOUS 0 0 0 0 0
TOTAL OPERATING 1180.4 1146.2 1421.0 1667.4 1890.4 2098.9

CAPITAL 1 0 10 1 0 0 0 0
REVENUE FUND SOURCE: | 0 0 0 0 ol 0
FUNDING:
1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
10MGF _ 11804 11462 14210 16674 18904 0
1005 GF/Pro?ram Receipts 0 0 0 0 0 0
1006GF/MHTIA 0 0 0 0 0 0
Other 0 0 0 0 0 20989
TOTAL 1180.4 1146.2 1421.0 1667.4 1890.4 2098.9
POSITIONS
FULL-TIME 8 17 17 17 17 17
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of currentyear (FY93) impact §  zero

ANALYSIS: (attach a separate page if necessarsy.) Detailed analysis for administrative costs above is found on
pages 2-4 attached. An analysis of projected PERS and TRS systemwide cosis is found on pages £L6.

Prepared By: Robert F. Stalnaker o ezl Phone: 4634470
Dri?/ﬁ)girgn: y Retirement and Benefits ATUUA: duzil Date:  April 2.1993
ﬁpproved by Commissioner ~ Nancv Bear Usera istat Pate:

ency: epa 0

0. poepARERTO PROVISE AT ISR PIH3 %125 To GOVERNOR'S LEGISLATIVE OFFICE

For further distrioution information call the Governor!! Legislative Office
Rev 11/92 Page 1of £



Finance Committee Substitute for Senate Bill 111
Fiscal Note Analysis _
Prepared by Division of Retirement and Benefits
Department of Administration
April 2,1993

Analysis:  This bill proposes a new retirement s¥stem for public employees and teachers. The
existing Public Employees' (PERS) and Teachers’ ( RS}_ReUr_ement Systems would be closed to
new entrants. All teachers of participating emBIozers irst hired on or after July 1, 1994 would
participate in the new retirement system: the Defined Contribution Plan éDCRP). All state
employees, and al public employees of participating employers, first hired on or after January 1,
1995 would participate in DCRP. The DCRP establishes defined contributions to be paid by both
the employer and the employee.

This fiscal note represents the administrative costs associated with establishing a new retirement
plan and is based on the following assumptions:

*The current PERS Board will oversee the DCRP

*The administration of the DCRP will be in the Division of Retirement & Benefits

*The proposed level of staffing is needed to administer the DCRP _

*The current level of PERS and TRS staffing will continug in the short run and is
estimated to begin decreasing after approximately six years

*The administration of the DCRP Is subject to the Alaska procurement code and
personnel rules . _ o .

*Participant directed record keeping will be maintained by a contracting record keeper

*There will be an in-house data processing system to collect contributions, transmit
contributions to record keepers and audit accounts

*Current emBoner_s in the PERS and TRS will also participate in the DCRP

*DCRP membership will grow based on the turnover rates of the PERS and TRS and
assuming a 3% per year population growth rate for PERS and a 1% rate for TRS

* The effective date of commencement is July 1,1994 for teachers and January 1, 1995 for
state and political subdivision employees

*Current members of the PERS and TRS members cannot join the DCRP

*The employer rate will be 5.0%

*The employee rate will be 4.5% _ _ _

*The current PERS and TRS system assumptions will continue overthe next25 years

*The fiscal note assumes a partici\oanon level which will increaseovertime; any
additional staffing needs will be addressed in the future.

* A start u|o time of at least five years wil| be required. Contributions in the first few years
will be insufficient to cover the administrative char?es. During start up the state
would Bay the administrative costs from the general fund. Thereafter, the DCRP
would beself sufficient and able to pay its own operating expenses.

Page 20f6



Finance Committee Substitute for Senate Bill 111
Fiscal Note Analysis _
Prepared by Division of Retirement and Benefits
Department of Administration

April 2,1993
The total estimated administrative cost to the division by fiscal year is as follows:
FY 94 FY 95
PERSONAL SERVICES
1 Retirement & Benefits Manager 66.7 66.7
1 Retirement Specialist m 58.5 58.5
1 Retirement Specialist I/E 51.3
1 Retirement Technician I/E 42.0
1 Accorn cant E| 43.9 58.5
1 Accounting Technician IE 51.3
2 Accounting Technician E 22.6 90.6
2 Accounting Clerks E| 75.6
1 Accounting Clerk E 34.6
1 Clerk IV 37.8
2 ClerksIE _ 33.6 67.2
1 Micrographics Equipment Operator 21.0 42.0
1 Programmer/Analyst V 55.6 114
1 Programmer/Analyst EI/TV 41,7 63.6
Total Personal Services CoSt..mmmmmmmmmmnn . $349.6 $811.1
TRAVEL _ _
Traveling to various locations throughout
the state to counsel members 6.0 6.0
Additional Board travel to establish DCRP 6.0 0.0
Total Travel COSS s $12.0 $6.0
CONTRACTUAL _
Computer system design _ 400.0 0
Actuarial consulting, independent audit, _
record keeping, and investment managem .it 125, 270.9
Computer services 28.8 28.8
Printing, postage 20.0 15.0
Telephone service for phones 1.6 3.4
Long distance call expense 51) 5.0
Total CONractual COSS . $580.4 $323.1
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Finance Committee Substitute for Senate Bill 111
Fiscal Note Analysis _
Prepared by Division of Retirement and Benefits
Department of Administration

April 2,1993
FY 94 FY 95
SUPPLIES .
Office supplies $7.2 $6.0
EQUIPMENT
17 Work stations 52.0
30 Chairs 12.0
17 Personal computers 93.5
Other office equipment (calculators, etc.) 12.0
17 Phones (1100/instrument) 18.7
Imaging equipment 25.0
1 Computer Output Printer 18.0
Total Equipment Cost $231.2 0j0
TOTAL COStomrrrnnn $1180.4 $1146.2

Page 4 of 6



Finance Committee Substitute for Senate Bill 111
Retirement System Financial Impact
Prepared by Division of Retirement & Benefits
Department of Administration
April 2,1993

Establishing a new retirement system will have an impact on the future employer contribution
rates of the PERS and TRS. The affect of closing the PERS and TRS to new entrants will be an
increase in the PERS and TRS employer contribution rates over the long term as the PERS and
TRS covered salaries decline. The overall state contributions, however, will decrease as the
amount of contributions to the DCRP increase.

The chart on the next page shows, in one column, the anticipated amount of employer
contributions to the PERS and TRS over the next 25 years assuming no changes to the retirement
systems; and, in the second column, the amount of anticipated emgloyer contributions to the
DCRP and to the PERS and TRS under SB 111 with the PERS and TRS systems closed to new
entrants. The third column shows the net difference in the estimated amount of employer
contributions on a system wide basis with the passage of SB 111.

The initial effect of the new system will be to increase combined net employer contributions for
the first 2 years; thereafter, the combined contributions will decline and the savings should grow

yearly.

The graph at the bottom of page 6 displays the affect of SB 111 when compared to the current
actuarial projections of contributions to the PERS and TRS with no changes to those systems.

The figures were oroduced by the PERS and TRS actuary assuming growth rates of the DCRP
equal to those of tie PERS (3%) and TRS (1%).

The State of Alaska should experience approximately 40% of the net effect due to it's number of
employees. As an example, in year two, the chart shows an increase in net cost by $795,067. The
state's share of that increase would be estimated to be $318,027, In gear five, the chart shows an
estimated savings to the systems' employers of approximately $8,903.311. The state's share of
that savings is estimated to be $3.561.324.

Page 5 of 6



Fiscal NO SB 111 passage
Year Projected PERS & TRS
Future Employer cost

1 $106,323,000
2 $223,117,000
3 $233,461,000
4 $244,149,000
) $255,880,000
b 271,857,000
| $289,554,000
8 $309,765,000
9 $329,559,000
10 $348,212,000
11 $374,817,000
12 $400,591,000
13 33,476,000
14 $465,500,000
15 $495,637,000
16 $636,973,000
17 $578,576,000
18 $633,094,000
19 $692,767,000
20 $743,333,000
21 $771 447,000
22 332,686,000
23 $924,351,000
24 $1,n06,367,000
25 $1,093,134,000

Finance Committee Substitute for Senate Bill 111
Retirement System Financial Impact
Prepared by Division of Retirement & Benefits

1200000000
1000000000

800000000 -
600000000 =
400000000 =
200000000

Cost

$109,482,661
23912067
28,093,725
$236,531,093
$246,976,680
$256,630,021
$265,339,870
270,872,202
276,760,052
283273383
$294,805,088
$307,606,275
$313,676,979
$320,854,166
$328,298,870
$344,001,492
$362,739,632
$376,043772
$388,146,912
$399,602,052
$423,675,772
$448,515.974
$470,.999,694
$491,847,415
$508,262,617
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Department of Administration
April 2, 1993

DB +DC5%
at .05 Emp

Difference Between
Employer cost with
SB 111 and without

$3,159,661
$795,067
g$5,367,27
$7.617.90
($8.903311)
($15.217.979)
($24,164,130)
($38,892,798)
(352,798, 948)
($64,933,617)
($80,011,912)
($92,985,725)
($119,799,021)
($144,645,834)
($167.338,130)
($192.971,508)
($215,836,369)
($262,050.228)
($304,620,089)
($344,280,949)
($347.771.228)
($384,170,026)
($453,351,306)
($513519,585)
($584,871,383)
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Affiliated with the National Education Association

NEA-ALASKA POSITION PAPER
SB 111

. it .am

: e R y

NEA-Alaska opposes this legislation as a regressive approach toward caring for those educational
employees who serve our public education institutions. The current defined benefit plan ties a
promised benefit to the earnings of the employee, factors in length of service and for vested
employees pays a percentage of the employees final average salary. A defined contribution plan
pays benefits at retirement based on money accumulated in the employee's retirement account.
Changing from a defined benefit retirement program to a defined contribution retirement plan
would create a greater burden on educational employees to manage long-term personal financial
resources because defined benefit plans are not designed to specifically provide stated retirement
benefit levels.

A defined benefit plan provides the ability for the employer to design plans that attempt to satisfy
stated retirement income objectives for vested employees. A defined contribution plan outlined in
SB 111 will take employer and employee contributions and for all practical purposes, allocate
these contributions to individual accounts. Under this approach there is no way of knowing in
advance the exact amount of assets that will be in the employee's account at retirement. The
size of the account will be affected by the amounts contributed, the impact of investment gains
or losses and the value of reallocated benefit forfeitures.

NEA-Alaska believes that defined contribution plans should be used to supplement an existing
defined benefit plan. We would support such a program.

This bill, while based on good intentions, only sets up a second bureaucracy to manage another
benefit plan which will likely offer no better means for providing and managing for retirement
needs of educational employees than the current system. If the intent of SB 111 is to trim or
redirect the state’s future retirement obligation, it should not be accomplished on the backs of
those who will begin work next year. There are better ways to utilize retirement options to affect
savings.

Generally the reasons many organizations consider changing from defined benefit packages to
defined contribution retirement benefits have to do with fear of large unfunded liabilities. By
limiting the employers' maximum contribution, such organizations believe they can control and
contain costs. A defined benefit plan can minimize unknown cost commitment by projecting
future interest earnings, mortality rates, personnel turnover and salary increases thus, they
attempt to establish a reasonable level funding pattern. Moreover the retirement system boards
and managers should be evaluating the defined benefit plan's assets and liabilities at least
annually allowing for contribution adjustments if needed.

ANCHORAGE REGIONAL OFFICE *1411 W. 33rd Avenue  Anchorage, Alaska 99,503  (907) 274-0536 « FAX: (907) 274-0551
JUNEAU OFFICE « 114 Second Street  Juno.ni, Alaska 99801 « (907) 586-3090  FAX: (907) 586-2744
FAIRBANKS REGIONAL OFFICE *2118 Cushman Street  Fairbanks, Alaska 99701  (907) 456-4435 « FAX: (907) 456 2159



Understandably, a shift to a defined contribution plan is very unattractive because it erodes
benefits. The courts have considered retirees' defined benefits, under some circumstances, as
vested benefits that cannot be taken away. Current public and educational employees have been
paying into the system with the expectation that they will have a guaranteed level of benefits
upon retirement. Creation of atwo tier system, NEA-Alaska believes, will be confusing and
divisive because employees would continually compare the benefits associated with the two
plans.

We are concerned about the affect this change will have on the overall stability and soundness of
the current defined benefit plan. SB 111 provides that beginning in the 93-94 school year new
hires will enter the defined contribution plan. What will the actuarial impact be in the short and
long term to the current system? Will employees in the current plan be forced to increase their
contribution in the system in order to control an increase in unfunded liability to the defined

benefit plan?

It appears that investments made under the defined contribution plan will be made by a company.
We feel that under the plan it will be too easy for the employer to not be concerned about future
impact poor investments will have. Risk to the employer is minimized since the employer is
required to only pay an established amount (9.65%) on a regular basis. In our defined benefit
plan the risk is shared because the goal of the plan is to pay for promised benefits.

We urge the Committee to vote against SB 111. Don't make Alaska the first state to require a
defined contribution plan for employees.

3/5/93
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Cramer
4/6/93
AMENDMENT
OFFERED IN THE SENATE BY SENATOR RIEGER
TO: SB 111
Page 4, line 8:

Delete "Inclusion”
Insen "For state employees and for employees of political subdivisions and public
organizadons that have chosen to participate in the plan, inclusion"

Page 13, line 11, after

Insen "A teacher or member first contracting for service on or after July 1, 1993,
with an employer that has elected not to participate i: the defined contribution
retirement plan under AS 39.38 is subject to this chapter unless the teacher has elected
to participate in the defined contribution retirement plan or the optional university
retirement program.”

Page 13, line 31, through page 14, line L
Delete "and before July 1 1993"

Page 14, line 21:
Delete "and"

Page 14, line 22, after "plan™
Insen ", or a person first hired on or after July L 1993 who is an employee of

an employer that has chosen to continue participation in the system and who is
otherwise eligible to participate in the system, and is, in either case"

Page 16, line 25, after "1993,"
Insen "or who was hired on or after that date and who is employed by a political

1



8-LS0397NJ.1

subdivision that has chosen to participate in the system"

Page 16, line 29, after "1993,":
Insert “and for an employee hired after that date who is employed bv a political

subdivision that has chosen to participate in the system,"

Page 17, line 24, through page 18, line 9:
Delete all material.

Renumber the following bill sections accordingly.

Page 18, line 13, after "1993,"

InSert "or who was first hired after that date DV a political subdivision that has

chosen to participate in the system,"”

Page 18, line 13, after "is™:

INSEN . in either case.”
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LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

P.O. Box 113300
Juneau, AK 99811-3300
907; 465-3830

MEMORANDUM FAX (907) 405-2347

TO: Members of the Legislative Budget
and Audit Committee "'3 8®}

FROM: Randy S. Welker
Legislative Auditor

DATE: February 12, 1993
RE: Teachers’ Retirement  Fund Unfunded Liabilities

At your request, this memo discusses the main reasons for increases in the Teachers’
Retirement Fund (the Fund) unfunded liabilities.

Unfunded liabilities represent the excess of the accrued pension obligation over the assets
available to pay for those accrued obligations. Unfunded liabilities and funding ratio of the
Fund for the past five fiscal years have been reported as;

Unfunded Liabilitv Funding Ratio
June 30, 1987 $ (14.1) million 101.2%
June 30, 1988 15.9 million 98.8%
June 30, 1989 77.3 million 95.0%
June 30, 1990 232.8 million 87.7%
June 30, 1991 295.9 million 85.7%

As described in greater detail in our audit report, Department of Administration, Teachers’
Retirement System, Review of Selected Funding Issues dated January 11, 1993, there are
various factors which affect unfunded liabilities, most all of which are impacted by actuarial
assumptions. The major factors are:

Assumed and actual investment returns
Assumed and actual salary increases
Assumed and actual employer contributions
Unfunded benefit increases

Changes in actuarial assumptions



Legislative Budget and - February 12, 1993
Audit Committee

According to the State’s actuary, the increase in unfunded liabilities from $77 million as of
June 30, 1989 to $233 million at June 30, 1990 is mainly attributed to the statutory changes
in the teachers’ retirement system made by Chapter 97, SLA 1990 when a two-tiered benefit
plan was established. A significant change was made by the introduction of the automatic
post retirement pension adjustment éPRPA) feature in the pension plan. Alaska Statute
14.25.143 was repealed and reenacted to read, in part:

(@)  Once each year, the administrator shall increase benefit payments to
eligible disabled members, to persons age 60 or older receivinig benefits
under this system in the preceding caléndar year, and to perSons who
have received benefits under this systemfor-at least eight years who
are not otherwise eligible for an increase under this section.

(b)  The increase in benefit. payments applies to total benefit anments
except for the cost-of-living allowance under AS 14.25,142; The
amount of theincrease Is a percentage of the current. enefit equal to

(1) the lesser of 75 percent of theincrease. in the cost of
living in the recedln? calendar year or nine percent, for
recipients who on July 1 are af least 65 years old and
for members receiving disability benefits; and

(2) the lesser of 50 percent of theinc>ease In the cost of
living in the preceding calendar year or six percent, for
reciplents who on July 1 are at Iéast 60 but less than 65
gears old or for recipients who on Julg 1 are less than

0 years old but who have received Denefits from the
systemfor at least eight years.

Another, although less significant, change was made in the multiplier used to calculate the
amount of retirement benefit based on years of service.

The State’s actuary has estimated that the fiscal impact on the Fund’s unfunded liabilities as
a result of the statutory amendments to the benefit levels was aloproximately $260 million,
However, it is estimated that over the next 20 years the new legislation enacted in 1990
would be cost neutral as the impact of the reduced cost of benefits for tier 2 employees are
recognized.  According to the actuary, this amount represents the past service cost of
increased benefits, mainly attributable to the PRPA, for which funding had not been made
up to the date of the passage of the PRPA. The normal cost for current and active
employees for future PRPA is “pre-funded” through the annual calculation of the employers
contribution rate. Offsetting the increase in unfunded liabilities due to the past service cost
of the increased benefits were actuarial gains on other assumptions, resulting ina net increase
in unfunded liabilities between 1989 and 1990 of approximately $156 million. The actuary

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT
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has indicated that the impact of actuarial gains and losses from individual actuarial
assumptions is not readily available and would require extensive analysis.

Under the retirement plan provisions, the $260 million increase in unfunded liabilities
resulting from the PRPA and the change in the benefit multiplier is amortized over 25 years,
or approximately $10.5 million per year. Under the past service cost amortization schedule,
this would indicate that of the $296 million in unfunded liabilities at June 30, 1991,
approximately $250 million is due to the unamortized portion of the past service costs
attributed to the changes made by Chapter )7, SLA 1990. The remaining $46 million (2.3%
of fund balance) of unfunded liabilities results from aciuariai assumptions not having been
precisely achieved.

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT
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NISTRATION

Bill No.: SB 111

Bill Title: "An Act establishing the defined contribution retirement plan for
public emp]oyees: requwmgf the preparation of certain actuarial valyations

andt actuarial and financial experience analyses of the teachers' retirement
system . ..

Senate Bill 111 proposes to add a third tier to the State's retirement
systems by establishing a defined contribution _Plan. Presently, the
retirement system administers a defined benefit plan, which pays a
predeterminéd, guaranteed level of benefits to plan participants upon
retirement. The present system has different benefit plans for employees
hired before and after July 1986. The defined contribution plan proposed in
SB 111 would instead guarantee the employer's level of contributions to the
plan, and the plan's benefits would depend upon the value of an individual
employee's account at retirement. Under the bill, participation in the
defined contribution plan would be mandatory for new State employees.
Current emﬁloyees could elect either to continue under the current plan or
convert to the new plan.

Although we are continuing to analyze the specific ramifications of moving to
a defined contribution Plan, the department supports the defined
contribution concept. [t would stabilize the State's pension costs, which
now fluctuate based on actuarily determined needs to fund the guaranteed
benefits. In addition, a defined ‘contribution Rlan would not have the
residual liabilities associated with plans which guarantee a benefit level. It
would also provide increased portability of the contributions if an employee
wished to transfer them to another employer plan. Under the present
system, service may bhe transferred only within the participating Alaska
public employers. Defined contribution plans are widely used In the private
sector when pension plans are provided.

The department is presently assessing the sloecific impacts the plan
Broposed under SB 111 would have on employer costs, employee pension
enefits, and the continued solvency of the present retirement systems.

This assessment is necessary in order to develop meaningful fiscal
projections as well as to evaluate the structural effects of such a change.

Signature:

@ommissio'ner
Department of Administration

S B HI



Senate Bill 111
Recommended Changes

Section 1

AS 39. Chapter 38.

010

020

040

050

100

110

Change effective date-- January 1, 1995 for PERS and
July "1, 1994 for the TRS. This would provide time for
many things; developing the plan document and getting an IRS
tax “qualification.

No separate Board— The DCRP hoard should consist of either
a cog1_posollte oi ‘he PERS and TRS hoards or both boards
combined.

Unnecessary without a new hoard— amend 1425 and
39.35 to ‘dentify the additional duties of the boards.

Change lines 6 & 7 age 3 to read- “retirement plan as
are provided in AS 39.30.175 for the state Supplemental
Benefits Plan. The first priority for investment of assets is
with the investment"

Unclear about which employers, besides the state, are
required to participate. = Currently, TRS employers are
required to participate in the TRS.

Delete Sec. 39.38.110 (a), (b), _&c), (d), and (e) beginning
on line 13, page 4 and replace with— A person who 1S a_
member of a state retirement system or who was first
hired under a state retirement syStem prior to

July 1, 1994 if having participated under AS 14,25. or
January 1, 1995 if havm% gartlmpated under either

AS 39. 35. or under AS 22.25.



130

210

(b) Change lines 5 and 6, page,G to read- "paid from
allocated federal funds, is included in the plan if the council
elects to participate as an employer under the plan."

(d) Delete this subsection — Remove NEA, since they are
cmljrrently ineligible to participate in any of the state retirement
plans.

(0 Delete this subsection— only makes sense in the PERS

(a) Change line 31 page 6 to read— “participating in the
plan an amount equal to 5 percent of the employee's

There are several issues pertaining to the amount of employer
and employee contributions allowable that we intend to discuss
with the committee during testimony.

Sb) Change lines 3 through 6 page 7 to read— "amount equal
0 45 percent of the employees' compensation.

(d) add Ianﬁuage at the end of line 11 page 7 « " The
Payments, shall” be made from accounts established by
hé administrator on behalf of each member.  These
accounts shall consist of all employer contributions
made on behalf of the employee as’ specified in ‘a), the
employee contributions as specified in (bz and al
earnings accruing or losses attributable fo the
member's account."

ge) NEW SUBSECTION - "All costs of administering
he program established under AS 39.38 must be paid
from " the contributions made under this section."



220

3 10
320

(0 NEW SUBSECTION ~ The member should vest in the
employers' contributions over a seven year graduated vesting
period, i.e.. 20% after 3 years, 40% after 4 years, 60% after 5
years, 80% after 6 years and 100% after 7 years.

Change lines 13 and 14 on page 7 to read - plan is the
responsibility of the company or other entity designated by the
retirement hoard and is not the responsibility of the..

Payments of benefits are the administrative responsibility of
the plan, the DCRP and the administrator, not the Pension
Investment Board.

Additional language should be added, as in the SBS, which
better defines the types of benefit annuity options.  This
section needs major changes to address vesting requirements
and other benefit eligibility requirements.

Delete

(? Change line 29, page 8 to read— to the
aaministrator.

Section 4 Delete--- refers to NEA participation

Section 7

Delete — Any change to this statute will only affect future
employees and since no future employees are to be included,
no one will be affected.

>"%hanige lines 20 through 22, page 14 to read as

follows— 1993, who s eligible to participate in the system,
and who is co\ cred by the system, limited to

Secti ; . . :
*"Belete the new language contained in line 11 through

14, page 15.-— this language refers to allowing transfers



Section 10 Delete this section—administrator of Court
System transfer

Section 13 and Section 14

All references to allowing employees to transfer
should be deleted,

Delete — for the same reasons as stated in Section 7.

Section 23 _ _ o
Delete this section.— Defined Contribution Board
reference— no new board, no need

Repealers
Repeal AS 14.25.045
Repeal AS 39.35.170(a)(1)



SECTION 415 LIMITS DISCUSSION

IRC Section 415 establishes limits which apply to the amount
that an can be contributed to a qualified plan by both the
employer and employee and establishes limits on the amount
of benefits which can be paid from qualified plans.

A trust can be disqualified for tax favored treatment if an
employer in the trust exceeds these limits, even if it is a multi-
employer trust.

The limits under 415(c) apply to defined contribution plans by
limiting the amount of contributions allowable to the trust,

*  That limit is currently 25 percent of the employees
covered compensation, or

*$30,000

The limits under 415(b) apply to Defined Benefit plans by
limiting the amount of the benefit the member can receive at
various ages.

When the emp'oyer provides both a Defined Benefit and
Defined Contribution plan, 415(e) provides a formula which is
to be used. Clearly, the formula gives the employer more
latitude under the limitations.

Section 415 limits exclude contributions made under the Social
Security System.

There have been attempts for the last 5 years to make changes
to the code to address several concerns /hich public sector
plans have with how the limits can impact multi-employer
plans, disability benefits and 20 year retirements.
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Eimmatce Comiies’ " SENATE BILL 111
SPONSOR STATEMENT

Senate Bill 111 creates a new Defined Contribution Retirpment Plan.
The plan would apply to state employees first hired after July 1,1993.

The bill proposes a two-tiered system. This means that all employees
who are first hired before July, 1993 would continue their participation in the
existing PERS and TRS systems.

Municipalities and school districts may join the plan; if not, new
employees of those subdivisions would continue to enroll in the existing
PERS or TRS systems.

In its basic nature, a defined contribution retirement plan is a plan in
which the plan specifies the level of employer and employee contribution.
From the date of the contribution forward, the principal and earnings on that
contribution are invested, and separately accounted for in the name of that
employee. In contrast, a defined-benefit plan specifies the level of benefits
payable to an employee. The contributions of the employer and employee are
pooled, and retirement payments to a retiree are drawn from the pool. PERS
and TRS are defined-benefit plans.

One of the problems of defined-benefit plans is that an employer can
short-fund the system. This is because the contribution levels are not
defined. When short-funding happens, the fund can end up with insufficient
funds to pay the retirees. Both PERS and TRS are at present each estimated to
be $300 million underfunded, ($600 million total).



The advantages of a defined-contribution plan over a defined-benefit
plan include:

-Removes the question about whether the retirement pool is of
sufficient size to cover all retirement benefits. This is hecause each
employee's contributions and earnings belong 100% to that employee
and cannot be short-funded nor ;ed to pay the benefits of another
employee;

-The employer and employee know and receive the full cost and full
value, respectively, of the retirement contributions made
on that employee’s behalf;

-Retirement accounts are more easily portable, meaning transferable to
a different retirement account if an employee changes employers;

-Employees can gain more control over the investment of their
retirement funds if the plan offers investment options; (the state's
deferred-compensation plan is an example of this.)



State of Alaska
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1.3(a) Development of Total Employer Contribution Rate - FY94
(in thousands)

Normal Cos: Rate

(1) Total Normal Cost S 75452
(2) Total Salaries 422 655
(3)  Normal Cost Rate, (1) / (2) 17.85%
(4)  Average Member Contribution Rate 8.80%
(5) Employer Normal Cost Rate, (3) - (4) . 9.05%

Past Service Rate

(1) Accrued Liability S 2,075,405
(2) Valuation Assets 1,779,579
(3)  Total Unfunded Liability, (1) - (2) 295,826
(4)  Amortization Factor (25 year) 10.706612
(5)  Past Service Cost, (3) / (4) 21,630
(6) Total Salaries 422,655
(7)  Past Service Rate, (5) / (6) 6.54%
Total Emplover Contribution Rate 15.59%
William M. Mercer. Incorporated



1.3(b) Three-Year Smoothing of Total Employer Contribution Rate

For Employer Three-

Valuation Fiscal Contribution Year

Date Year Rate Average
6-30*83 FY86 17.36%
6-30-84 FY87 17.36%
6-30-85 FY88 13.28%* 16.00%
6-30-86 FY89 11.16% 13.93%
6-30-87 FY90 8.19% 10.87%
6-30-88 FY91 12.27% 10.54%.
6-30-89 FY92 15.16% 11.87%
6-30-90 FY93 19.65%0** 15.69%
6-30-91 FY94 15.599p*** 16.80%.

* A change in actuarial assumptions on June 30,1985 lowered the contribution rate from
16.68% to 13.28%

« A change in Plan provisions on June 30, 1990 increased the contribution rate from
12.89% to 19.65%.

A change in actuarfaf assumptions BA JORE 0, 1991 reduced the contribution rate from
18.10% to 15.59%.

14
William M. Mercer, Incorporated
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State of Alaska
Public Employees’ Retirement System

Actuarial Valuation Report
as of June 30,1991

Prepared by:




The effect of the second tier is already being felt in PERS because second tier participants
began entering the System in 1986, Over 50% of current active participants are already
second tier. For this reason, contribution rates are already reflecting some of the cost
savings provisions of tier 2and are not expected to decline in the short run. Another factor
which retards the expected decline in contribution rates is the anticipated increases in future

health premiums.

As contribution rates are not expected to decline mg;nflca_ntlr for about 20 years, we
recommend the Board adopt the calculated rate of 13.72%, instead of the smoothed rate
of 13.25%, for FY94. We will continue to monitor the expected pattern of future rates to
take into account actual tier 2 patterns, System experience and changes in the Statute.
Some smoothing of the contribution rate may be appropriate in the future, depending on
how these factors affect projected contribution rates.

Summary

The following table summarizes the sources of change in the total employer contribution
rate:

(D) Last year’s average employer contribution rate.........mnns 1358%
(2) Decrease in past service rate due to retiree

medical insurance ... (1.30%)
(3) Decrease in consolidated rate due to retiree

MEdiCal INSUFANCE  vvvvvvvvrrrrsssssssesssssssssssssssenssssssssssinns (1.87%)
(@) Increase due to investment performance .......oerrrrvveeenennnn 0.48%
(© Increase due to Salary INCrEASES......ommmmvvmisisssssissnsssisssnsns 0.26%
(6) Increase in past service rate dlue to employee data . . 1.33%
(7) Increase in consolidated rate due to employee data ... 0.69%
(8 Increase in average employer contribution rate

due to change in actuarial assumMPLIONS.......emmnmererrrrereseesssmmmmmssannns 0.55%
@ Average employer contribution rate this Y& ar ... 1372%

I

William M. Mercer, Incorporated
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Aggressive Rate Assum ptions PutPension Funds atR isk

Ey Susan Pulliam,

SiaffRfporterof Tnr Wall Strkict Jouhhal

NEW YORK- Desp|t<f alackluster stock
market and the lowest long term Interest
rates In ) years, many Of the nation's
largest comgame,s are avoiding large cop-
tributions to_their pension funds by mak-
mg agﬂresswe assumptions about what
they Will earn on their pension Invest-
ments. .

In asyrvey of 180corporate and public
pension funds ﬁ
ant’ Greenwich Associates found that
about 400 funds, or 25% are projecting
Investment returns for their pension funds
h|%her than 8.75% Greenwich says. an
return assumption above, 8//0 Is risky.
Mang funds are assuming double-digit
Investment returns, the survey found.
BK assumin theg will earn high rates
on (herr Investments, companies,can put
off "adding money to their rejlrement
Plans based on tfie notion that the exjra
nvestment Income will cover any shortfall
In the funds. But such a strategy is leaving
these P,enswn ’?Ians and them retirees In a
potentially risky situation, the Greenwich

S.

_ YI ension consultants believe that
ustment to assumptions on rates of
IS necessary now. Many
experts stress that companies’ jnvestme
assumptions are lon

term estimates an
shouldn’t fluctuate

ased on one year's

The Greenwich study argues, however,
that pension plans can no longer count on
the Nigh returns that they earned In the

continue. "In terms of return

was an exceptional dec-

S, with the Investment

e highest In S years,
and the return on stocks the highest since

According to Greenwich, 17% of the

annual Investment retu
ter than 11% for the Standard
slock Index over the next five years.
About 1% are expecting annual réturns
heir bond portfolios. The

nteryiews with 1106lar

Included Interviews

nd endowments, consult-,

return on bonds t

above 8% from

with 1 endowments and foundations.
Amon% the comgames aﬁfumm re-
turns of more than 9% annually are Gen-
eral Motors Corp., Inland Stee[Industries
Inc.ManotI Mars %McLﬁnnarll COS. d
ost pension funds have large holdings
of both slocks and gongs. With the to?al
relurn on the S&P 500 Including rein-
vested dIVIdePdS, dr%opmag toahout %Ia]st
year, and yields on 30-year bonds current

at 6.8%, gensmn funds need. to make aa/-

ustment says"Rod%er Smith, a Green-
iIch parfner. "Asstmptions should be
donein a Iong-term context, hut Iong-t?rm
¥|e|ds on bonds are sutficiently ~below
hese assumptions that it raises questions
gg}(}gt whether we should re-evaluate,” he

Companies (hat are avoiding costly
contributions to (heir pension plans
through too-high Investment assumptions
are_“practicing . deficit %p Hdm(t;, Mr.
Smith 'says. While these high return as-

e
sumptions aIIow,compames% avoid add-

Ing to (heir pensjon fund now. their losses
could be magmﬂed It the stock market
takes a tumblg, he says. Even a 10%drop In

%he tock market could leave many pensjop
ungs with big deficits, the Greenwich
study says. o o
qually as troybling is the possibility
that pension funds will take on large
amounts of risky Investments to try o
achieve the h|r(n;,h returns they have pro-
1[ected, Mr. Smith says. "We've learned
hat some ﬁllans nave Increased their risk
It?(\)/ﬁlss to meet their actuarial assump-
Pension funds are sidestepping addin
money to their retirement tIur%]s agt a t|m%
when“concern is high about the growmg
number of companies with upderfunde
pension plans. "Last year, the govern-
ment’s Pension and "Bepefit Guaranty
Corp. s{aud the sholrtfall in gndsekr)fg,rhded
corparate pension plans grew illion
to bﬁlﬁ)n. Th(PPB % Itseh’“, which Is
suPpose,d to serve as a hackstop for corpo-
rate ret|rees§)ens|ons, has a current defi-
cit of about $2billion. ,
At the end of each year, pension ﬁlans
Judge whether their liabilities, which are
thelr obligations to current and future

Please Turn to Page Cil. Column |



Z OfReturn May Put
*Pension Funds at Risk
.@Qﬁ . Q.

ek
)

kit IART 0T
i ik
\;]/’ ‘ RETIEY
[Ld .

0|

= .® o
)

n

—

7_ Consumer Savings Rates
Money Market Deposits-* 2.60%

»4  Interest Checking-* 1.90%
4e  Six-month Certificates-* 2.92%
> ® One-year Certificates-* . 3.17%
M\i' Thirty-month Accounts-* 3.84%
""" Five-Year Certificates-* -5.02%

;[1 US Savin n\ganondS -t 5.04%
Ummt* 10 HW

yn'l
bﬁ%ﬁﬁm{]@hr—m mm bt



Eomeone?’) home alone in one
househoIF In four goutz nthe
tm people lived al~ne in 1989, says

Census Bureall in & new report on hous-
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Waw rasaarch on education fi-
nanc Igsr of federal aid to edu
cation by De V rstegen,.an assogl-
ate. ro ssor at the Uni rersrtgo Vir-

ucation,
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POOR PLANNING IS BLAMED

Failures to Limit Programs to
Workers in Expendable lobs
Means More Are Hired

ay MICHAEL deCOURCY HINDS

Early-rctirement programs for state
workers, adopted In recent years asi
cost-cutting measures In 19 states, are
actually coating millions of dollars. fis-
cal experts and state officials sxy. |

The experts said many of the pro-i
grams hod been, poorly planned and|
had follod to cut workers whose Jobs
were no longer needed, forcing states
to hire replacement workers at (he
same time they were paying retire-
ment benefits to those who had ]Just
left.

Many programs also ended up being
fiscal schemes In which legislators
shifted expenses from state budgets to
pension systems, creating heavy future
liabilities that will have to be picked up
by taxpayers.

Many Retirees Replaced

In 1960, for example, Rhode Island
offered n.enerous retirement incentives
to 1500 employees. After the program
had been offered, actuaries determined
‘hat the utate would lose money even If
the positions were left vacant for 10
years. The state had to replace virtuol-
ly ail tfw retirees within a matter of
months.

New ,'ork Is one of the few Mates
that actually handled the program
properly, but only bocauso of its bitter
experience with a 19*3 program that
was supposed to save ISC million and
. endod up coeting ISO million. Last year.
the state limned lIts retirement offer to
workers in positions that were going to
beeliminated. K expects 1130 million In
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Imperiled Promises

Pvisk to Retirees Rises
As Firms Failto Fund
Pensions They Offer

The Tab May Have to Be Paid
By U.S. Guaranty Agency
And Healthy Companies

Chance of Taxpayer Bailout

Staft R of TR Sttt Jourmal

WASHINGTON - As Pan American
World Airways struggled to survive in the
1980, the now-defunct airline sent letters,
to workers' homes. assuring them their
pensions were prntecteil under federal law,
should worse come to worst.

But after Pan \pi entered Chapter 11
bankruptcy proceedings and terminated
the pension plan, workers got a jarring
surprise. Says Tom Christie, who' was a
Jet'englne répair manager at New York's
Kennedy airport: "Yuu Think your pension
is intact, and then you find odt it’s not."
~Mr. Christie, who lives in North Mer-
rick. N.Y., had been promised that if he left
Pan Am. he would get a pension of more
than 9,000 a month™when he turned 5 in
late 1991 But the federal Pension Benefit
Guaranty Corp.. which took qver the Pan
Am plan, determined that it is obliged
to a%/ him only 5680a month. After being
outof work for' 0months, Mr. Christie haS
taken a job as an aircraf|-maintenance
analyst at less than half his former

pay. ,
Many Broken Promises
As more giant companies fall on hard
('nes, retiregs may face a wave of broken
Bromlses. The government, through the
BGC, hackstops the pensions of 4L million
; Americans who have_ihe plans that the
- U.S. has promised to insure. But often, as
with Pan Am’'s Mr. Christie, pensions
» promised by employers aren't fully cov-
ered by the agency. _
Although of PBGC-insured plans
are fully “funded, the system falls far
| short of what many pensioners are led to
believe is universal government protection
t under the 197 law that created the agency.
: The PBGC curre%/ sets a _maximum
guarantee at S9.20 a year, it also dis-
1%ounts retirement payments according to
the retiree's age: these redyctions can
amount to a fwo-thirds cut (or oun?er
: retirees. And it doesn't cover must early-
retirement supplements, among other éx-
emptnins.

[TR Xfttnfr&w |MMSJfCBdIn f:
FtMJIfiy corporatwm and taxpayers are at
ns*. t0g. With more and more troubled
companies underfunding their pensions,
the PBGC could someday face an ava-
lanche of terminated plans, much as the
federal deposit insurers were snowed un-
der by hundreds of failed thrift inct*.utior.--
in the late 1990 AS a result, companies
premiums to the PBGC could rise. |

To cuver a growing shortfall in jts own
funding, in fact, the PBGC says_ It will have
to raisé premiums ‘or the pension funds it
covers. Unless the government imposes
new constraints on corporate underfund-
ing. premiums would have to triple, the
agency says -a prosFect that anqers many
companie$ wjth fully funded plans. The
higher premiums could accelerate the
current tlight of about m  of the corporate
plans from the PBGC system every year,
widening the agency's Tinancing problem
by reducing its premium income.

Ultimately, the taxpafyers could be left
lo pick up a Sizable tab if a bailout proves
necessary.

Relying on the Government

Particularly disturbing to the PBGC Is
the fact that many com&qames are doing
what Pan Am did - holding back on oen-
sion eonlributions. with ihe assurance .hat
the government will at least partly hor, -
theif promises to their workers. ‘Indi"".
many companies, have not only short-
changed their eX|st|nIg pensions but also
made their plans more ?_enerous without
Increasing their contributions.

The e'ms that the ?ove,mment says are

Y.iunded do meef minimum funding
requirements under the law. Pan Am, for
example, obtained Internal Revenue Serv-
ice waivers in the 198 letting it forgo its
usual FGI’ISIOH <ontributions. " Companies
taking these so-called funding holidays say
they will plow money into their plans later,
F_er aps when times are rosier. But those
imes may never arrive, and, in the mean-
time. the underfundedare taking a gam-
ble with their retirges, other companies
paying PBGC premiums-and taxpayers,

“Too many employers cont:- e to
oPerate severely underfunded , iston
P ans." says Rep. J.J. Pickle, chairman of
he House”Ways and Means Committee’s
oversight subcommittee. The Texas Demo-
crat says they have deliberately continued,
"year after year, to make empt%/ pension
Eromlses - promises they cannot or do not

eep.'1He warns that unless the pattern
stops, “inevitably. ongress will be called
upon to bail rut the PBGC."

General Motars Corp,, for example,
has a?Tee,d to raise_pension benefits fre-
quently since | including S3 billion of
new benefits in 1990, even as Its pension-
Plan underfunding increased S13 hillion,
he PBGC says. CM recognizes the pensign
shortfall and plans to contribute more to its
underfed_plans. "Our goal over the long-
time horizon is to be fully funded on a
real-world or economic hasis by the end of
the century." a GM spokesman says.

_Trans World Airlines and Continental
Airlines have each added $100 million In
Benswn benefits while under Chapter U

ankruptcy protection, with the  bank-
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Imperiled Promises: Underfunding of Pensions Poses
Risk for Guaranty Agency, Retirees and Taxpayers
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ANCHORAGE, ALASKA 99519-6650
(907) 343-4433

M u n ICIp allty P.O. BOX 196650
of
Anchorage

OFFICE OF THE MUNICIPAL MANASEH
April 7, 1993

Senator Drue Pearce, .Co-Chair
Senate Finance Committee
State Capital

Juneau, Alaska 99801

Ra Bill, Defined Contribution Plan
Dear Senator Pearce:

During the course of analyzing the_impact to the Municipality of
Anchorage of Bill, Defined Contribution Plan, we consulted with
our pension consultants at the Wyatt Conpery.  The attached letter
from the Wyaitt corrPaw outlines what they consider to be the most
Fnajorl a%nd critical questions they have regarding the proposed
egislation.

The M_ummPallty supports the concept of a defined contribution
lan since the en'?loyee and the employer lan on the outcome.
nder the. current System hoth have to upon tOG n'm¥

variables in determining funding levels. The amount obligations o

may plans _in the East have"gronn at a rate that wes never

expected. This has particularly true of retirement medical
costs. I'm sure you are aware of what private companies_have

going through with Financial Accounting Standards Board (FASB) 106.

We would appreciate the Committee'a consideration of these
guestions prior to taking any action on the legislation, and woul
like to work closely with you on any proposed c%anges to the Public

Employees Retirement System

Sinearelv.

Larry/p. Crawfor’y
Municipal Manager

cc: Senate Finance Committee Members



The W}/uii Company , Suite 1910 TelgAoDe 208 625 115
Conoilttnu and Atfuariea L Fifth Avenue F« 206 447 8367
«Seattle, Wuhington 98104¥7059

March 19,1993

Ms. Susan Lindemuth
Manager _
Records and Benefits

Municipality of Anchorage
PO, Box 19685 >

Anchorage, a k  99159-6650 0t Anchors*

Re:  Bill to Create D.G Plan

Dear Susan:

Thanks for your letter of March 15,1993, The idea of a statewide defined contribution plan

IS quite intriguing. As requested, we have Br%d a list of major_issues and concerns,

many of which are reflected in your March 9, 1993 memo to Larry Crawford. The issues

are oOrganized under separate subheadings to facilitate your review.

Basie Plan Design

Should employees be covered under a defined benefit or defined contribution plan?

@@ Do the Bill’s sponsors realize that young terarinees will get much larger benefits than
under the current program (contribution will be stilted away from"retirees toward
younger terminees)?

() Do, the Bill’s sponsors realize that they will lose the ability to define a specific
retirement tar%et, tailor early retirement’incentives (Ifnecessary), disability benefits,
or provide post-retirement adjustments?

() Do the Bill’s sponsor realize that employee directed investments tend to under
perform when compared with employer managed investments?

Ofncei in principal dil«« woildwldc



Ms. Susin Lindemuth

Manaﬁe?

March 19 19983

Page Two

Plan legal*uthorite

Can the employer "pick-up* a variable employee contribution under |RS Code Section
AM)? [This apj)gars to negate the legislative change which precluded public employers

from sponsorlng 1(K) plans.]

(@) Are there any discrimination requirements?

() Are there any maximum contribution limitations?

()  Are there coordination problems with existv"." plans?

ActuarialJmpad

How would contribution rates change for existing covered employees?
@@  Would current/future retirees ever get cost-of-living adjustments?
(b) What happens to future actuarial gains/losses?

) Whtat ha gpens to an employer who has no active defined benefit participants, oniy
retirees’

Would future, contributions be hased on separate contributing employer
characteristics?

Specific D.C. Plan Design Questions

What is the nature of th* new plan?

@ What are vesting requirements

() What are investment options?

() What are administrative details?

(@) Are guarantee burdens placed on sponsoring employers?



Ms. Susan lindemuth

Manager

March 19, 1993

Page Three

Side Questions

Who would be eligible to purchase health coverage?

Susan, we could cert_ajnIY provide many, many more detailed questions; but the above ones
are so major and critical, it seems like it s beat to get them answered, before proceeding
further.

Pm interested to see how all of this turns out

Sincerely,

Richard R. Joss
Consulting Actuary

RJ
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FELY DELOSANTOS
1713 LARCH STREET
KODIAK, AK 99615

Senator pearCE
State Capitol
Juneau AK 99801-1182

I am strongly opposed to the passing of senatw bill 111 and 1 think it
wrong to discriminate and segregate state amployec-.s when it comes to new or
old hire and ceritfied or classifed employee retirement benifits.

State employees have worked long and hard years while looking forward to
thier future retirement. Why take that privilege away from us now? There are
people in Alaska who neither work for the state or just move here in order to
receive a permanent dividend while some people who have lived here for years
and should rightfully receive one are being questioned. Those are the prob-
lems that need your attention. Why try to Ffix it when it isn"t broken?

Hard working employees needn"t be sacrificed at the expense of others.

Please share this retter with the rest of the committee and assure them
that i1 cm not the only one with the the same view of this subject.

Thank-you for your attention.

rely DeloSantos

Kodiak Island Borough School District
Classified Employee

Ifah
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OF"ELIA P. AURE
1317 LARCH STREET
KODIAK, AK 99615

Senator pearce
State Capitol
Juneau Ak 99801-1192

Please share this letter \iith the rest of the committee that | am opposed
to the passing of senate bill 111. 1 think It is discriminating to segregate
the state employees whether it is certified or classified; now or old hire when
it comes to retirement benifits.

As a state employee, 1 have worked long faithfull years while looking
forward to future retirement benifits. Why is it that the state is gi.lIng
away dividends to people who do not even reside in Alaska long enough to be
jJustified worth receiving a dividend or to some people who have moved to
Alaska Just to receive the benifit when they do not even work for the state?
Why sacrifice your hardworking employees when obviously ve aren®t really the
major problem at hand.

Please consider my views on this subject which 1 am sure aren®t going
to be the only ones on this matter. Other people feel quite the same as 1.

Thank-you for your time.

Kodiak Island Borough School District
Classified Qnployee

Ifah



RPR 06 '93 10:33 KODIfik POLICE DEPT P.1/2

April 06,1993

ST AT

Juneau, Ak, 99801-1182

| amnwriting you in regards to Senate B ill 111, which deals with
and if passed will have an effect on the current TRIPERS system.
After having read the 3B111 | feel that SBili would not be
advantageous to current TRIPERS members or new employees, and
would in fact probably be the beginning of the end of TRIPERS

| would request that you help defeat SBIII now while it is in
committee.

Respectfully;

Kenneth R. Parker
P.O. BX 333%
Kodiak, Alaska 99615
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April 06,1993

Senator Pearce

State Caplto

Juncau, Ak. 99801-1192
Ref. Senate Bill ill
Dear Senator Pearce,

Senate B|II 111 is of great concern to ne and most people I've
SPonen with who are in the PERYTRS retirement systems. ith a

in place, what guarantees do we (Who are currently on the
rs/tu systems) have that the current program will have monies
e ft when Oui turn at retirement occurs?

Xf this hill wes a b.ill, wes it not mede public enough for
the unions to hear ut it or are the Senators exempt from it?

Too questions for a b ill to just be passed without the issues
bein gced first. J

Please help us stop this bill while it is still in committee.
Thank you.

PO '|ox %72

Kodiak, Ak. 99615



April 6. 193

VIA PAX -465-3872

Dear Senator Pearce:

As an employee of the Kodiak island Borou%h and participant in PERS,

| strongly urge you and your fellow members of the Senate Finance
Committee to vote AGAINST Senate Bill 111,

| have Sﬁoken with the majority of the employees here at the Borough
and at the School District, and it the overwhelming consensus that no
one wantsourretirement program changed.

This new bill would introduce a plan that has not been proven, and
would only benefit the few insurance people involved by giving them a
commission on someone else's money. Ourcurrentretirement program
isa good plan and should be left alone.

Please use the poweryou have been elected to use to truly rep

people who have elected you, and VOTE AGAINST SENATE BILL
11,

Sincerely,

Eileen Probasco

PO Box 3149
Kodiak, Alaska 99615

I'd eyoa QWHTSI SWICIO» £0:60 £6, 90 ddb



April 6, 1993

VIA FAX -465-3872
Dear Senator Pearce:

As an employee of the Kodiak Island Borou%h and participant in PERS,
| strongly urge you and your fellow members of the Senate Finance
Committee to vote AGAINST Senate Bill 111,

| have SEOken with the majority of the employees here at the Borough
and at the School District, and it the overwhelming consensus that no
one wants our retirement program changed.

This new bill would introduce a plan that has not been proven, and
would onty benefit the few insurance people involved by giving them a
commission on someone else's money. Ourcurrentretirement program
isa good plan and should be left alone.

Please use the power you have heen elected to use to truly representthe
people who have elected you, and VOTE AGAINST SENATE BILL
111,

Sincerely,

1818 Mission Road
Kodiak. Alaska 99615

*yog CMHSI >WiaOX W3:60 EG, 90 ydU
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*

AX*********
4-6-93

Tot Senate Finance Committtee Members;

Steve Frank

Drue Pearce

George Jacko

Tim Kelly

Steve Rieger

Bert Sharp

Jay Kerttula

Froms Craig Persson
P.O. Box 02324
Fairbanks* AK 99700
Phone #s 437-3727
Work Phone ft: 474-2333

REGARDING:; Senate Bill 111- Definod Contribution Retirement

Plan

SBIIl, the Defined Contribution Plan., is a law that
baeieally set up tx two tiered retirement system, I

opposed to this piece of legislation. | offer the following

reasoning to my opposition of thia billi

1. Linder this bill, the state or public employer has

accountability or responsibility to insure an employee
this new plan receives or maintains a retirement,. | f

another Executive Life fiasco happens with the employee's
retiree's funds the employee or retiree could be left

no or little retirement.

2. This bill contains health insurance coverage for

itself.

3. Under SB111 existing employees may chooso to stay

PERS, TRS* Judicial Retirement System or the University
Retirement System. All now employees hired after July
1993 would be under the new Defined Contribution Retirement
Plan. The main problem with closing the system to new
participant* is THE WHOLENESS AND SECURITY OF THE PRESENT

RETIREMENT SYSTEMS!IIT  New employees in many public
private pension plans, including social security,

payments from participants who replace retirees to keep
retirement system sound for the future. Do the underwriter*

of tli* bill know what the long term effects will be

retirees
of the new system, but at the retiree's expense. Health
insurance is not even partially covered under this bill.

In times when health care is so costly this speaks -for

APR O 6 1993



FROM PSEA A50C PRES FBNKS 04.06.1993 10:34

future retirees who stay in the current systems? In 20 to
30 years there will be no one paying into the old systems,
but there will probably be at least ten thousand retirees
drawing their pension from the old systems.. What effect

will this have on the PERS, TRS. JFS and University
retirement systems?

The current retirement systems in Alaska are sound and have
worked well for many years. Splltt: ng the public employee

retirement systems into a two tier sy3tem will create two
systems that are both unknown and insecure for public
employees and public employee retirees. The current systems

are secure and fair to all employees and retirees.

Sincerely,

Craig Persson
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4-6-93

HNAICR FEARCE

FHNAIE CAPITAL
JUNEAU, AK 99801-1.182

Dear Senator Pearce,

It Is understandl_ngethat Senate B ill 111 Is being heard in the
SenatePinance Committée tomorrow mornln%, 4-7-93. believe that
this b ill 1s not In the best interests 0f the state of Alaska or
those e_mpl%%er:st\r/l\lén are now in the FERSretirement system, or those

who Will ‘e system in the future. It is n'g/reco_mmendanon
and request that yol vote against this b ill. ollowing are ny
reasons:

1. With no new monies coming into the QD system,
it will not be long before the old system is
broke, thus stranding those employees who worked
gr)n Bl%rfler%m gave so mueh to the system and their

2. |1 do not believe for one minute that this b ill
wes submitted to benefit the employees, rather
It appears to ne that the sole beneficiary of this |
b ill are those who are connected with insurance agencies
and deal with private retirement programs. . In
other words, this bill is not for us, but is a special
interest b ill designed by someone who w ill ng doubt
b?g_eflt tlfrom it in sore way, either directly or
] (directly.

3. The present retirement system works exceptionally well
as it is, and yearly RPearly retirement offerings w |l
strengthen the” system more than other offering, while
at the sare time provide new employment opportunities
and promotional opportunities for others, .thus making

in Alaska civil service something that can
draw the best people.

Agai_nl, it ierry request and recommendation that you vote agatmbt
naitlim .HIim

KODIAK POLICE SERGEANT
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April 7, 1993

Senator Pearce
State capital
Juneau 99801-1182

Dear Senator Pearce;

It is %Jnderstandlng that Senate B ill 111 is being heard at
In, the Senate Finance Committee. ~1 implore
you to vote AGANST b 1l 111.

This b ill does not appear to be in the best interes' of
employees currently working under the, PERSTRS system. There are
no guarantees that funds wiill be avallabe |n thé new plan at the
timé of retrement, and if | choose to  remain |n the eI
(current) Ian no new monies w ill be |nvested into the II'?

%:Soutlgop ssibl oy result jn banﬁ(uptcy at retrement. Either vay, |t

Currently, our present retirement system is satlsfactory, e

it 1S the best In the count | an against change that
CO>L/J|d possibly jeopardize this. i J av

| ask that leas are this letter Wlth the t of the
Committee, e}%cl)LP ‘lehem 0 VOIS ACANST SH\A f 111.

Thank you for your consideration in this matter.
Sincerely,

Laurl whiddon

Adm Asst./City of Kodiak
112-A Fiv™ Findgers Court
Kodiak AKX 996

907) 487-2761/home
486-8000/ork
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APR- 6-93 TUE 16:4fF LEG. AFFAIRS-KODIAK FAX ND. 4865264

Al 6, 198

At0k
i%j 35['11 m—m
Dear Senator Frank:

ar Fede? S P el it dllow
fom M@Mﬁ@%@@dﬁ#@t@m | o spout

Sincerely,

Jinv



APR-6-93 TUE 16:45 LEG. AFFAIRS-KODIAK

April 6, 1993

%@ﬁr (%Egegﬂ)l-ﬂ&

Dear Senator Pearce;
rgfn |S "Ot PP ted by the rmgorl
to NI support

Sincerely,

ki

FAX ND. 4865264

iy, | don't believe there hes

*q* 1 «S» JM



APR- 6-93 TUE 16:45 LEG. AFFAIRS-KODIAK FAX ND, 4885264

April 6, 1993

Senator Pearce
Stata Capitol
Juneau, Alaska 99801-1182

Dear Senator:

as contrlh,BA_dS C=5* lil* BI™ ™ 3 preak! Why take somethin%_away tha we
as contributing employees have relied on and depend on upon retireméent?

N
F% f&la Crgg{lgﬁdy;g &griaﬁﬁfgpgrever means necessary to DEFEAT SB 111,

Sincerely,

>enett Terrell
(907) 486-8245

/RT



893 TUE 16:45 LEG, AFFAIRS-KODIAK FAX ND, 4B652B4

B el
%@3&%@2 LD

Dear Senator:

am requesting your support in
il strongly that our retirement
n f)

auu wanaer who could possibly benefit by it. o' ! ambaffled about SB 111

I appreciate your consideration in defeating SB 111.

Sincerely,




9074868497

April 6, 1993

Senator Pearce
State Capitol
Juneau, AK 99801-1182

RE; SB 111

1 have been involved with the TRS/PERS ratirtment system since 1974.
After paying into it off and on over the past twei ty years, X am questioning
the reasoning for the change as asked for in Senal a Bill 111. I don"t believe
that the alternative has been researched adequate y, Since I am eligible to

retire in another 15 years, 1 am wondering if the; e will be funds in it for
my retirement.

X am writing to ask that you not support twi; bill. There is not enough
legitimate research to support a change in the cu rent TRS/PERS program.

Thank you for your consideration.

ec: Mr. Reiger
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April 6, 1993

Senator Pearce
State Capitol
Juneau, Ak 99801-1182

Dear Senator Pearce, ,
~ | am writing to you because | am Very concerned about SB 111 | see it as

Elossmly the biggest financial burden to be put on the State since the Mental

ealth "Lands screw up. With the State having the obligation to pay all the present
ﬁeople in the State's Retirement Pro?ram, with No new money coming in from new
ires, the fund can not last for 50 to €0 years which is the life expectance of the
people presently In the system. If the fund runs out of money, which it surely
will, the State will find itself with the burden of providing retirement to
thousands of retired teachers and public employees who have earned a retirement
check. This money will then have to come out of the General Fund rather that from
al the employees because the State will have set up a second retirement fund
from which they can not draw interest. | urge you to vote No on SB 111 and
save the young people of our state this unneeded burden, when the burden should be
on the employees of the State as it now is, Don't try to fix somethm% that is not
broke ju3t so Insurance companies and investment brokers can nake big bucks off
Ihe employees of the State of Alaska.

Thank You

AJohn Nuttall
Box 254
486-55%4
Kodiak, Alaska 99615
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APRIL 6, 1993

SENATOR PEARCE

%ﬁ)AqJEAIgW%gENATE FINANCE COMMITTEE
U AK

NEAU, §01-1102
DEAR SENATOR PEARCE,

DM T R0 e PR b S R et SYEEER)
se e NS For Mkl igdas b HHERE ey

1 AV REQUESTING YOU TO OPPOSE THIS BILL.
SINCERELY ,

MARCIA A. STELZER
X 2412
KODIAKT AK 99615
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Honorable Senator Pearce
State Capitol
Juneau, AK 99615

April 6, 1993

Dear Senator Pearce:

| am writing concerning SB 111 i do not teel that the consequences of
changing to the proposed system have been thoroughly weighed. Will both
systems be solvent at the ‘time of and during all employees retirements?

| hope you will oppose this bil.
Sincerely.

Mary Keller

2686 Turner Lane

Kodiak, AK 99615
486-9231 WK. 486-6325 HM.
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April 6, 1993
Kodiak, Alaska

Senator Drew Pearce
State Capitol
Juneau, Alaska 99801-1182

Dear Senator Pearce,

) am.wntm(}; to obtain your support in opposition to SB 111 This il-
advised piece of legislation serves the interest of no one who is currently
under TRS or PERS.” In addition, the financial implications of this
legislation are at best unknown, and could have the State involved in

costly litigation for years to come. | | .

When a system is working, as ours is, why is a major change under
way when no one in the system wants to change it? Is this legislation
being promoted for the personal interests of those involved in its
drafting? | certaml){) question their motives in coming up with such a
piece “of irresponsible legislation. |
~Has this legislation been submitted to the retirement system for
financial analysis hy their actuaries and if not, why not?

| respectfully request your assistance in supporting the defeat of
SB111 and the continuation of our retirement system as it currently is.

Charles T"/Simpler
P.0. Box 465

Kodiak, Alaska 99615
(907) 4865897

.0



Box 1313 i
Kodiak, Alaska 99615 |
April 6, 1993

-

i
.Senator Drue Pearce, Co-Chair

"FAX 465-3872 _
'Senate Finance Committee

' State Capitol =
Juneau, Ak 99801-1182 _,
! f
Dear Senator Pearce, T

| am very concerned about SB 111, from a number of standpoints. | have
.been teaching in Alaska since 1970.1love what I am doing and feel {hat I still
Ihave something to contribute, so | have no immediate plans to retire® However, |
;exFect the system to be solvent when I do retire and that it will continue to be
solvent while I am retired. | believe solvency is in jeopardy with thijs plan, as no
new monies would be injected into the plan. I

I Itis myunderstanding that the current retirement system is in .excellent
eshape. Further it is self-sustaining. Why correct something which isii’t broken?
IWho will this benefit? Will a SEemaI interest group benefitat the expense of all
'public employees? Where are the studies on how the money will be invested, what
my return will be, etc.? .

: | really do not see where the push for this bill is coming from. It seems to
'me that when wo have an excellent system in place, which is self-sustaining, why
try to change it? If there is a perceived need to change it, then why not do some
Astudies to see if the concerns are justified and to try to make educatecj decisions
lon the best remedy to pursue. . _

|
I Although I am not one of your constituents, | have been impressed
observing you as a legislator for several years and trust that you will, continue to
make thoughtful, conservative decisions. ]

|

Thank you for your time.

Sincerely,

PatJrcobson
486-3954



April 5,1993

Senator Steve Frank and Senator Drue Pearce, Co-Chairpersons
gtentat% F|,ntaPce Committee

ate Capito
Juneau, E\Iaska 998011182

Dear Finance Committee,

[twas a shock to me to learn about Senate Bill 111. This isto let you know that | am
apposed to the passage of this biH. Please do notvote to move this bill out of
committee. If it does go to the whole Senate for a vote, ask you to defeat it

lam a member of TERS and have serious fears about the viahility of that s%,stem if you
choose to suddenly change to this new proposal, Not only do | think that this has riot
been studied enough to Know the long term ramifications, but | personally believe that
they will be negative. | cannot see how this move can do anfythm but hdrm to the
present system and create a weak and undesirable system for fufure employees.

| am looking forward to the news that this objectionable biH has died in committee.

Daniel L. Busch

Koé' k% ka 99615
odla aSKa
907-486-5310
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March 31, 1993

Senator Drue Pearce
Senate

State Capitol

Juneau, Alaska 99801-1182

Dear Senator Pearce,

Recently, I have been made aware of Senate Bill 111 and the effect that it will have
upon nat only my own retirement but the retirement of future Alaskans. This isto let
you know that | am vehemently opposed to SB 111

This ill looks like nothmg[} less than some misguided attempt to throw business to
insurance agents who will be able to sell newly retired, older Alaskans a health plan
and a paid-up annuity. It also appears to be a'sure way to reduce or eliminate the,
future retirement benefits of present members of PERS and TERS when that fund is
depleted. How can supporters of this hil #usnfy,themselves’? Alaska should be proud
to have one of the best and most successful retirement systems in the United States.

Why tamper *th it?
| certainly hope that Eou will listen to the oPponents of this bill. Please do not vote to

move this out of the Finance Committee. [fitdoes go to the floor for a vote, please do
not vote in favor of it

Sinrprplv

Randy Reichmann Busch

Box 11
Kodiak, Alaska 99615
(907) 486-5310
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ALASKA STATE LEGISLATURE

LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

P. O. Box 113300

Juneau, AK 99811-3300
(907) 465-3830

January 11, 1993 FAX (907) 465-2347

Members of the Legislative Budget
and Audit Committee:

In accordance with the prov.sions of Title 24 of the Alaska Statutes, the attached report is
submitted for your review.

DEPARTMENT OF ADMINISTRATION
TEA CHERS’ RETIREMENT SYSTEM
REVIEW OF SELECTED FUNDING ISSUES

January 11, 1993

Audit Control Number
02-4447-93

The audit addresses the circumstances surrounding the April 1992 decision of the Teachers
Retirement System Board to adopt an enhanced actuarial projection methodology utilizing
population and asset projection features. Additionally, the audit discusses the impact of the
enhanced actuarial projection methodology on employer contribution rates and projected
funding ratios. It also addresses concerns common to public pensions.

The audit was conducted in accordance with government auditing standards. Fieldwork
procedures utilized in the course of developing the findings and discussion presented in this
report are discussed in the Objectives, Scope, and Methodology section of this report.





